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PUBuc. SERVlCi: COMPANY OF CQLClRAOO AUTIiORIztll TO INCREASE, 
EUCTRIC. aAS AND ST£AM- RATtS TO PROVIDE ON A T£Si YW BASIS AODITIONAL 
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6arTett A. Stone. Esq •• 
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Stephen H. Kap1an. £SQ •• 
City Ar..orney 

~orge J. Cel"'T"One. Jr •• £Sq •• 
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, HISTORY OF "\"'HE PROCrEprNGS 

On Novembe~ la. 1983, Public Service Company of Colorado 

(herainaftar Public Ser/ica o~ Respondent or Com;any) filed. with the 

~ssion six advice l.tta~. which pertain to electric rat&S. gas 

raU$. and S'tealll rataS', raspectively. ibis decision and~oJ"de,.. pertain$ 

only to tbree of th.· six advice lett.t~ which ara as follows: 1 

1. Advice:- I.rtter No. 900 - E1ectr1c. whicfr is ac:coi"DQanied 
by on~ tar;ff sn .. ~ pertainin~ to Colorado PUC No. 6 - Electric. 

a. Advice Letta~ No. 375- Gas, which is accomoan1ed 
by one tariff sh .. ~ pertain1rtet to Colorado l>UC Ho. S - Gas. 

3. Advica l.atta~ No. 33 - Steam. which is accampanied by 
one tariff sheet pertaining- to Coloraao PUC No. 1 - Steilll. 

ibe:- inc:ruses soUfJht: by Public: S.rvice ara as follows: 

TAlso on- ItOvemb.~ la .. UU. Pub.l1c: Sel"'Yice fl1ed Advice- Lettar No. 
899-£1eetr1c wnere1tt it requested' a: 3.47 percent .aC:l"Oss-tb...ooaJ"d 
increase in .1eetMc rates,. Adviclt l.etta~ No. 374-Gas wherain it 
r"tqUeStad a 2.78 percant' aCl"OSs.-C...ooaMi increase in gas rates and 
Adv.1cl; I.ett.r' No. 32-St:eUl wherein it nques:t:ed. a 15.8 pe~et 
acl"OSS-C...ooaMi incraase· in staut rates. nUt combined effect of Cesa 
three adYi ca 1 etta~ is to pl"'Oduce:- an i ncrus. in annua 1 revenues of 
$43.0 lII111ion based uPOIt a tast year eded March 31, 1983. Public 
Sel"'Yi:e state4 tnat: ClY the tariffs ffled puNuant to Advice- l.etteM 1'10. 
89!-Electr1c:. No. 374-6as and No. 32-Steu • ..oald produce one-half of a 
am. whol.- <:&S8 .. ca) aCccl'11ingly. ther"t: '4S no basis unde,.. Ce Publ ie 
lrt1titfes l.aw. as alllended. fOI" suspension- of the taMHs flled theMl'",iC. 
anti. (3) c. tariffs Should be- pentltt~ to become effective on a 30~ay 
statutory'notice. that is on Oecember18'. 1983. ibe, $43 m11110n filing, 
as ~uestltd by, Public Service unde~ Advice l.ettel" Ho. 8g9-£le~c. 
M,,1c.' l.ette~ No. 174-Gas and Advice l.ettar No. 32-Steilll is not in 
addition.to the $lZ3.a m111iolt fi1ingrepres.nted by Advice l.etter Ho. 
900-Electric. Ad,,1c:e; tatta~ No. 175-Gas. Advice l..tte~ No. 33-StaiIII; 
ratner Public Sel"'Yice souglrt. to oatain $43 llillion of Ce $.123.2 1lIi11ion 
on December 18., 1983 without suspesion. Public: S.r"vice- further stated 
Cat if the $43 million filing wen· peJ"lllitte4 to bec~ effective without 
suspension. it iiOuld lSSlmIe. the bul'11e of proof not only with respect to 
Ce aggregata $123.Z mi11ion <:on<:u~rrt filing. but also witn nspect to 
the $43 million filing fo~ which it soug~ non-1uspension. and Public 
S.mce further stated Cat if Ce nvenue increase which is ultimately 
approved is less Can $43 lliJ1ion, Public. Service would agree to refund 
Ce diffe,..nca YOluntaMly in ol'11e~ to el1l11ina'te any question ~al'11ing 
C. COIIIIIission's autnority to ol'11e~ it. ibe taMffs filed by Public 
Sel"'Yice on Novembel" 18. 1983 pUl"'Suant to Ad,,;ce l.etteN No. 899-£lectri<:. 
374-6as. and 32-St.am. respee'tfvely. went into effect by operation of law· 
on De<:embel" 18. 1913 without sus-pension. 



Ot!e~a'tiolls (S} Incruse (~) InCl'1!ue 

£'lee-..nc S 95.400,000 12.47~ 

Gas 25,400.000 4."'~ 

Steam 1 .4Ot).OOO lh1n 
iota1 Sl23. 200; 000 g.29S 

ltfth res~ to the flHngs 0" Advict letter No. 900 -

£1ect:'ic, Aclvice Letter No. 375 ... au, ami Advice 1.etter Nc. l3 - St. •• 

PLtb'l i c Sem ce ~qvested 'that 1:I'Ie tom1 ssi on 'P'MIIIPtl1 SllS'ptnd the same 

on1y for the ini:ti11< 120 Claysus;>enrion peMoe:!",-oviDed i1l tItS 1m, 
40-5 .. '111. and ·enabH.sh I ~1 s:hed1.11e.with I vi.., -=wa1"d 

c~n9 hearings in Februar,y, 1984. PWlHc Senice stated "that it 

WQul C fl1e am! .serove itS direct evidence in SUJ)JICIrt f)" '11:1 ~ within . ., .... 
• en days 0" 'the lXJ)iTation 'Of 1:he -period utablisbec:l for'inter-verrti'Oft. 

A:s1n the ))Ut. ~,,: Ser:vice -has SIIgges1:e(l"tbat the "I"\'Yerlue 

nquiM!lDeIlU and rate design .,mues .of beari.·be ~ated "ate: two 

.sepa~ J:lh,Ue.s. that 1:he revenue increases 1"eSlIl1:ing -fl"DIII . ." O1"Cier if! 

Phue I be ,"owec:I to be=me i!ffective Ul)cm "tile CDIIq)letion ~ Jlbue lane:! 

that 'the ~e II J71"OCeec:ling.be -beld wbenin interc1&S$ 'I'T..e.base and 

~e .nocatiOftS anc nte design lR'tter'S =uid.be acarused. Final 

rate designs .and attenc!aJTt:ba1"ge.s .would "then. repiace the 'l"Hpective 

pe~n-..ege in:rw.se rider'S 1"eSU1ting frcaI Jlbue L 

The CoaIIrission has detenrrined "that 'the prQctCUrl1 methodo'l0iY 

previous'y usee:! in Investigation and Suspension Docket Nc. 1425 (US 

, 425) and 'lnv~ gati em and SIlsJ)el2$i on !locket Mo. , SZS C US 1525) .wc:w1 C! 

.be JJsed .w'ith re917'1:l to 'the ;:ul"I"elIt gftnftT'l'l rate \:uf. ihat is. 1>1 "this 

dKision. 'the CcrIIII::ission ;s er..eriJ'l9 the Phue I nvenue nqui1"ltlleJtU 

orcier which is being designated &$ a ftna' order subject "to t.camission 

"vi .. U!)On rec=rrsideration. reargumeJTt or rebeal'"ing fer judieia' revi .. 

!W~ses in a:c=raance Irlth CRS 40-6-'" and 40-6-115, ~yel1. Tne 



..,111 be spread on- a unifor:1l pe!"eentage basis to tl'le various classes of 

sa~nc~ pending resolution of any rate design issues. 

Publ1c Servic'e proposed using a histone tlSt year enaing March 

31, 1~83. The Comnnssion has accepted this test year in this docket. 

On December 6, 1983, the Commission ente~ D~ision No. CS3-1S16 

wherein it sat the tanff re¥isions filed, by Pu.b1ic Service with ~SPei:t 

to its A<lvtce I.etters Ho. 900..£1 Kt:r1e-, No. 375~s, anet -:'0. 33-Staam for 

hear1ng to CCllllleftc. on- January 2.4. 1984 aru:l established Investi'gation ana 

Suspen~ion Docket No. 1640 (nS 1640). . ' 

Pursuant to th. provisions of elS 40:..0-111(1). the effective 

date of the tar1ffs fned ..,it-'1 the above-mentioned advice letters by 

Pu.bl1c Servica was suspended: until Aor11 16. t984. 01'" until furtbel'" ol"del'" 

of the COIIIII.ission. By Decision No. CS4-429, dated April 10. 1984, the 

CollD1ssion further"' susperu:l,ed the effectivlt'date of these same 'tariffs 

until July 1S, 19M, 01'" until further ol"der of the. CCIIIII1ssion. 

AlsO' by DeciSion- No. CS3-1S1fi. the e:maission determined that 

the- proaedin~s Vould be coru:luc:te¢ ilt two phases: Phase I would, i:onsidel'" 

the revenue requirement oT the Company ana Phas. II would' consider the 

ap-propr1ate spread of the rates. thiS' decision ful"tlfel" prov1d.e4 that 

anyone- desir1ng: to interven .... as" & party would be- required to file- an 

approlll"'iat~ pleaa.ing"';th the COIIlIIrission on or- befol"t December"' 19. 19S3. 

and serve a COllY thereof on PI.IJ)Tfc Service- 01'" its attorney of recol"d. 

dil"'!e't testimony and exhibits of J. N~ BUIII1:Iu~. R. it. l4iMn~,... .. ami J. H. 

Ranniger. 

The following pal"ttes IIIOved. to 1ntarvene' and by executive 

l"U1in~s 01'" benclt decisions of the Commission were granted status tJ) 

pa1"ticipatl! as 1lttarvenor-s: 

ACORN 
City of Aurora 
City of Br!~hton 
City oT Souldel'" 
City, of CQIII11f!!"ef: City 
City and County of Denve~ 
City of Littleton 
(Hereinafter collectively 

Cities) 

, -3-

City of Westminster 
C1&I Steel Co,.,oration (CF&l)) 
Federal Executive Agencies (FtA) 
Metropolitan Organization 

for ~p1e (MOP) 
EdWal"d Si sneros 
Staff of the CommiSSion {Staff} 
Union Oil of California 
United Seniors of Metropolitan 

Denver-



Public tes~i~ny was reee~ved by the Commission !t the following 

~imes and plaees: 

Denve~, Coloraco, february S, 1984 zt 12:00 Noon and 7:00 P.M. 

Puebio, toiO'raelo. february 9, 1984, It 11:00 A..·H. 

Fort Conins. Coiorado.February '0, 1984. at 11:0D A..H. 

Alurosa, Coiorado. February "%2", 1984. It hOO P.K. 

Durango. Co'orado, J=eruary U.1984, at ':00 P.M. 

&rand .;Iun~ion, Co'omo, Febns&ry n. 1984, "It 1hOO A..Iit. . . 
Steamboat Spri"!:S, Colorado, Febl"Wry 23, 1984. at "'1 :00 P .K. 

The SUlllllll~ of d'lrer:t 'tertl1llOfl)' anel 'the CT"Oss-uurination of 

f>ubHc: Se~iee .W'itnHSe$ ecmeneed on January 25, 1984 .aM eontillued on 

January 2&, .January 31 and February. 2" '984. 

On February 15, 1984, 'the .writ:tell cli1"ec:"t 1:eS'tiIlllmY and .exhibits 

of 'the f'o"owing 'membel"'$ :of :the "'tbt "Staff of'tne .c.o-ission wen fi1t:cl: 

Robert 1- niaMl 
.wi 11'\u./l.. Stftit 
DiaMe l. ..... lls 

'Eric: l.. Jot'len.sen 
.)emes ". -SunDers 
wal'Tetl l.. Wend1 ing 

On Febns&ry 1.5: "984. 'the .wri'tte1l Cli~ 1:ertia>ny and·ubibtts. 

'Of Matityahu MaI":U, Mi:hae' 1). Dineie1", -and .)emstled t. Madall.were f1"H:!d 

on behaif of Cities. 

On. February 15, 1984, 'the 4i'l"ec:"t 'teS1:imc:my andubib1~ of 

iobert L.. ·Mantla" and h01"pe J. StI>'n1Uwe.s fned 011 j)ebaif J:rf -:the rIA-. 

On Man:h &. 'I, S, 9. and 13, 1984, ~ CoIJIIr1ssion Mud 'the 

SUIIIIIIlry of c!i'l"ec:t 1:ertilDOny .aM enlss-uaminrt;on .of ~i'i .vl'tnesses .me 

ned filed testimcmy em .bene if of 'the S1:aff, 01" ;.arty ill'tel"VenCT'S. 

on Mtn:h 14, 15,and 1&, 1984 tn. c.aission bMrd 'l"ebuttai 

'tes':ilDOny 1>y Pul>iic: Semee .witnesses, 1. t. [en)" 't. l.Midvhrtel", J. 

H. tann;te~, J. N. a~us, D.». Hoek, and D. C. laue1". nn March 16, 

1984, 'the ttties ", ted t.S tn.; ~ 'l"ebutta 1 W'i'tnesses, .)emshed ~. Malian and 

Miehul D. tt'i !'1IIeal". 

-4-



The. bearings ~itb respect to Phase! of Docket 1640 were 

eoncludee on Mareh 16. 1984 and the ma~.a~ was taken under advisement by 

~'e Commission.' 

On o~ before Mareh 26. 1984. the Following parties sucmittee 

post-hearing s-.ataments of position: 

Position. 

FtA 
Cities. 
Staff of the Ccmarission 
Pul:J 1 i c SeI"V1 c:e 
EMI"d S1 sneras 

The FtA fi1ee praposee findings of Fart .. ith its Statement of 

Reply Statements of Position were- 'ilee on 01" before Apl"i.1 ,~ 

1984. by the following: 

ro 
Cities 
Public: Service 
tGwani Si sneras 

0It AcJl"1l 13 .. 1984, the C-1ties filed. a- -Motion to Strike' 

directed to· a certain'portjon of th~· Reply Statement of Position 

subllrttt.ed by pul:J1ii Service. an Apl"1l 17, 1984. PubliC. Sal"V1ee filee a 

aespans. to the· Cities' Motioft to Strike ;,merein it l"eqUestad the 

CClllllission entel" an Ql"de~ denying: same- in an respects othel" than 

stl"1king any reference ilt Tables 1. a and 3. whicn c:ontain CtIID1ssion 

decisions not ref1~.on Exhibit Ho. 18. As hereinafter Ol"deree, the 

Cities' Moti on to Strike ....t11 be grantee in part and denied. in part. The 

COIIIII1ssion....t11 rtl"1ke- any reference in Talll.s 1, % anet 3 attaC:heeto the 

Reply Brief of Public Sel"V1c:ewnic:h contains Ccmarission decisions not 

ref1eetee in Exhibit Ho. 18. And, in acc:ol"danc:e with the Cities' 

alternative request in its Motion, the Commission will talte official 

notice of the decision of the New JeneY Beal"d of Public: Utilities in the 

ZIt is to be- notee that the tcmission estabtishee seYer-al specific 
motion days fOl" the PIU"'PCse. of nearing IDOticns relating to discovery, 
ete. Motion day hearing"S weI"'! held" ·before a: hearing examiner. of the 
COII1IIiss1on. 

. -5-



PUbl,c Service £ie~ric lnd Gas Company c~se (Docket NO. a37-£20. 

Position. 

Pnase I-Fin!' De~i~ion and O~e~. 

As indicated &bove, ~e tommiSlion in its Decision No. tB3-'S'6. 

issued December 6. 1983. su'te1:l iots intention -to hear PUbHc S.rviee'S 

rate 1"eQueSt in two phues, 1. 'Practice emp'oyed by'ttle tOllllr\ssi01'l in 

~revious doctets. In II)YU'ti~iCIII and Suspension Docket He. ,330 

(bereinaf'tel" ns 1330': at 'the c:onc1itsion of ~se I. -:be I:.caIIris~ion 

"issued »ec:ision NO. t79-'821 .on Novead>er 2', '979, 1:1) !:IeCOllle effective 

November 23, '519, wbenin 1't e~~Hsbed ·the PbUe I '/"t"enut reQtliM!lDeM 

andaU'tboM%ft Public S'r'vh::e to Tne interill'l ntes, 01'I.A unifor'll 

.\)e!"'tentage ksis. "t:I !:Ie .ffec:tive -no earHer than -November 26, 19'79, 

~ndin; ~e tcmmission'$ leeision in Phase 11 in that Docket. 1be 

sl.!s\)eftsion l)eMod 'hi :1:&S '330 -ertended amti1 htri'2ar:y 15, '9SO; the 

. tOllllrission issued i'ts -fi1la' order in 1&S '330 ·on JaftUlr:y 22.. 'UO. 

In 'the next generai rate :ase -fo"owtnV 1&S 1330, -nue1y, l&S 

'425, the toa:Ia1ssion "cognized 'ttIat i't would not be passib1e in 'tba1: 

doc:te't to conc'ucle ~e hearin!J$ in the Phase 11 sPl"Ud of 'tben1:e.s 

upee'tS and enter & decision briore "tbe Ulli ration of 'the SUSf)ensi01'l 

~erlodin I&S "ZS on Januar:y i. '98'. A:eo~ing1y •. IIJIHte its 't'I"ea'l:lllerrt 

in u.s '330, 'ttIe tOllllr\ssion in I&S .... 25 in ~se I authOrized J>u.bHe 
, . 

Service io' ~'aee into effeet tina1 1"I"tes nthel" "thanmteri1ll rat:u. 

Fina' Phtse ! nus were aU'tboMzed by .ilion Nc. taO-234£ 1>1'1 .h~1tIi>e1" 

12. USC in I&S '425. A:CoMSinv'y, the ·Phase I '/"tvenue reqUireaien't 

oecision in I&S 1425 wts considered fin&1 .nd it wt$ so designated for 

'the ptl~$e$ of 'ttIe. ~ceClZn.j ;lJ-evisions of as 40-6-1'4 and 4O-6-n5. 
In- I&S '525 we deeid~ to fonow ~e sa. blsi~ 1Il"OC':ecilZT"t "that 

was fil"St adop'ted in I&S 1425 anI:! thi$ ,;ll"'QetduT"t wi" also be used in 1&S 

,~. That. is. in 'this Phue 1 oe:i$ion we sban ar..honze Pub';: 

Service 'to piace into ei'i'-ect nt! riclel"S which win .nab'e PUbH: Service 



shall be final for pur,oses of the procedural provisions of CRS 40-&-114 

and 40-&-115. Althougl'r the rata nde!"1as-"au-ehol"iz!d fn this decision 

ant designated as final rata l"'ide!"1 subje« to the procedural provisions 

of the PUblic Utilities ~aw. a po~ion of the revenue generated by the 

rata r1de!"1 1s SUbje<:'t to possible nf1.llld as nsult Of motions for 

"l'Iear1nq, ncansiclerat10n or'" na~waent. 

ProceGural elaUs wi'th nSj)e'Ct to Phase II a" sat forth in the 

cu"'I1el"'inq po~ion of' ttlis decision. DUMng Pl'las. I. ttle COIIIIIission and 

ttl. j)art1es 1nfomally d1sc:uSSed and tantatively all"'eed u!)on·p/oocedural 

elates w1tt1 nts1)e(:t to Pl'las. II. SUbsequently, on May 18. 1'84. t."Ie 

CoIIIIrissione!"1 raeeived it letta,. fr"Ollt ttle Attarney General Of Colorado 

I"'i!questing that the Pl'las ... n procedural schedule be post;loned by at least 

30 clays in o~.r'"to enabl. ttle Office of Consume,. Counsel (wtlich will 

come into existence, on July 1, '984 as a result of Sanate Bill 181) to 

have tiM to prepa" for" j)art1c:1pat1on in Pitas. II of IIS 1640. The 

o:l"1g1naJly proposed schedule ..m1dt caned for-- Public Ser-vice to tne' its 

Phase II eau O!t July 16. 1984 v1l"'tUally woula mab ttle par"tic1j)at1on of­

ttl .. Offic .. of C4nswae,. Counsel illl!)ossibl. in PtI~sa It. The CODD1ss1on 

al""s ttlat ttle A~..or-ney &tnera l' s nquest 1 s "asona!) 1. and pl"Coe.,.., anC. 

acco~1nqly~ ttle Phase- II sChedr.tle,. as established by the O~e"" hen1n, 

will b .. delayed tor" a'PPl"Cx1mately six weeks with the fint pl"Ccedural 

daU (that is, wtlen Public Ser-v1ce files its Phase II case) postponed to 

August 27"" 1984. The, sequence of subsequan't procedural datas basically· 

wi11 fallow the, same fl"1lleWOM: as '-.as infor:ially aqreed upon earlie.,.. by 

the C0IIII1ss~on and ~~ parties; the dates will be delayed by 

approximately six weeks. 

Subllli $$1 on 

This mattrtr has been subm1ttad to the Commission for" deeisioq. 

Pursuant to the provisions of the Color-ado Suns~1ne Act of 1972. C.R.S. 

24-6-401. !!~., and Rule 32 of the Conurission's Rules of Practic~ and 

Pl"Ocedur"t, ttle subject matter" of t.,is procHdinq lias been placed on the 

agenda for an o~en meetinq of the Commission.' At the o~en meetinq on May 

22. 1984, the Decision '-as entered by the Commission. 
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II 

DESC~IPT!O» or THE COMPANY 

PIl.b1ic Service is·~e lal"gest pll.b1ie utili":)' o;>erlting within 

the State of Ctlloraac which is engaged in tilt generation~ transmission, 

d'irtl"ibll"tion and sale of eleetricity and the ;mr;bl$e~ di..rtri~on and 

sait of natura" gu to vari.oU3 areu of the ·State of Colw-aac. Public 

Se1'vic:e is the -reStJlt of the merger and acquisition of man, 9U and 

ele=tric =mpam-es datin9 back to the Ol"glni%ation l)f the Denver Se.s 

~ri.Y in .,seg. 'The pl"eSent. entity was 'fncorporJl'ted under Colorado law 

on Se!)~r 3. 1324. In acidi~cn to its 9Uand·~lec:trit servi~. 

1>ubHt Service also Nmclers steam beat service in 1M ~ business 

distM:t of DenYer. 

E1ec:tl"ic or natur1l gu semce .. or .both. ·are M!ncieM!d n retai1 

in over one tumft<1 'f=crporated cities and "toIms and in various ~tner 

CtIIIIlIUnities and 1"U'I"l1 «1"t!U 1:irroUghCclondo. "lbe ~1'1)' also sens 

ele~c: power and energy rt wholesale 101' -resale 1:0 "five llIImiciW-l 

elect1'it mHties. Heme L'f.9h't and Power Compan,y .. eo'orado-LtteE1-ec:tl"it 

Association. lnc •• and SoLl'tbeM'l eo'oraac -f'o!IIer Division of eentnl 

Telephone and Uti1ities. Inc. Wholesale e'ec:tl"i-c rates and service are 

unOer the jmsdic:tion of the Federal !nel"g)' Re9ula'tD17 CcIIIIIrission 

(nRC). the su:ce.ssor 1::> w ;:edera; Power tammission. 

The Ccm;Iany owns 111 -of the ::t:IIlJIIOn stock 01 "tWO wsi di ary 

opera-:ing m1ity =:JlII!)anies. nllle'.)'. Ciey~ li9bt. ruel and P'ower 

Company. wni en Sl.tJ)j) 1 i es e 1 eC'tM t and nltun' gu.sem ce:s in Cheyenne. 

Wyoming. and its -envil"On$. ud West.er'n ;S1OJlf Gu ~I'I.Y. whi~ is a 

nlturl' gas traftS'IIIi.ssion c:ompan,y ~ng -natura' £las for service in 

sevel"a' geographit areu in t:>1orado • 

. In addition. the Ccm;Ian,y owns tP!'l"OXilRtel.;y ~S.5 J)ertint of the 

common stock of Home .~; 9ht and Power CtlaIpany. whi en "neier'S e' ectri c 

I:t'1Hty sel"V;e~ in the City of Gl'1H!ley anrl t largE PC:!1'·t~on of iHtid 

c.our:t.Y. Colorado, servins e.ppl"'Oximate'y ~.OOO customers. 
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_The Company.also owns a11 of the c:amon stock of 1480 Welton, 

Inc., a r-eaT estate company loIhich owns cel"'tain Public Service central 

office builaings, and of' FueT Resoureas Development Company (Fuelco), a 

subsidiary primarily engage<i in exJ)loratiort, development, and predUction 

of natural gas and oil. In ac1dition, the COmpany owns a11 the c=mon 

stock of aannocX Cetrter Corporati on, a ccmpany M!Centl y organi z...~ by 

Put) 11 c $eM'i ce to engage in non-util i ty real estate transac:ti ons. Tne 

COaIJ)~ also <MIS steck in various. ditch and imgation companies in 

connection wittt its use of water for- generating plants. 

Publi~ Servi~ as of December- 31. 1983 "ad 821.100 electric 

custcmers and 720,376 gas custaDe!"'S". Generally. these customers ar-e 

broadly classified: as resiaential, c:mIIIIe!"eial, and industrial. ·As of 

December 31. 1983" .. the CQmpany haci 73.492 shal"'eholders holding cOllllllOn 

stock i nthe Company (34-• .155 of WOlD own 100 shares 01'" 1 es.s) anc1 5.991 

shareholc1ers owning prefe~ stQck in the Company. ~n shareholc1e!"'S" 

who l-ive- in the State of CoTorada comprise 24,574 of the total nUlllber 

thereof.l 

3Infol"'lllation as to the number of electric and gas customers anci 
shareholc1ers was supplied fnfor=ally to the Commission by counsel for 
Public Service. 
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!!! 

There have been l nl.llllber of nte proc:~din9s invoiving Public 

Servi c:e ; n ::he ~ast severa i "yUI':$. Duri ng "these years there hr.s been an 

inc:relsec! aWI!~ness and in'tel"'tst in the ntemai:ing funC':ions of this 

Ctmnission. Utility -rItes with l"'1!S;>ect to gu and ~lec:tric semc:e 

affect vil"'l:U1l'y 11' sep!llents of '!:he puf>1 ir::. 121 view of ittfla't1onar,y and 

oWl" -economic J)ressures. Sefteraj nte cues in the late 1~'S and -early 

1980's nave bectIIII! JIIO!"'! 'frequent desJ)1te -the nct "that gu =st 

ac!jlln:meJ'I': (a-"IJ.) 07' J)Ul"Ch2:.sed gu adjustlllent (PSA) and electric =st 

adjustment (£t1.) clar.zses win. generany "SJ)eatins. tend to mi-:igau "the 

frequency of -genera' rite cue ffHrt£lS.4 Mlir: pa1"t:i~pation in 'the 

rate ming J)roc:ess before the CoIIIIl'ission Also hr.s inereesec! in 'the pan 

several years. 

"The T'egu1nol")' jun,sctil:tion of '!:he hblic tlti1ities CoaI!ission 

over non-m:mi:ipal utiHties in "the State t1f Co101'acic is gl"'OUJ'lcie.cl in 

Al"ti cle m f)f "the Constitlltion :of "the S'tete of Colorado -which >W!S 

adopted ,by "the general elec-'..o'l"I'te in 1954. "lbe 1>u:blic Utilt't1es Uw. 

Article 40 ,of the Colorado Revised St:a1:zrtes om. as amended}. 

illl;)leaents Ar:th:le m of 'the Colorado Connit&rtion. More ~fic:a"y. 

CRS 4Q..3-10Z. ve$":$ in this Comission the power and authority U govel"'n 

And regulate a11 ntes .. charges and 'tariffs of evtl")' public U'ti1it,y. 

_ It ~im WilSt be emplillsi2.ec! "that T'IU!lllU:ing is a 1egisl~tive 

funC"::ion. Tn! ti'ty and Co!.m'tY of De1'lVel" vs. h(1)le ex T'i!1 ~1ie 

\niHties CommiSSion, lZS CO'c. 41. 256 -P.Zd 1,,105 (19S4); ~ 

Uti" ities Cominion vs. Northwest \BUr t:.I:rr'tloration. 158 Colo. 'l54, !S'I 

P.2d Z6S (1963). It should 11so be emplll'l.si%JG that ratelJakins i~ ftCt. In 

exaC":: sci ence. Northwest \B'ter'. smn-a. It 173. 1n the , anan c:ut!! of 

4~ hi~ry of Puolie Se~ee's adjustment clauses ;5 set f01'th in 
J\;)pendi x S 'to t.'!i s tiec:i $i on. 
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Federal Power Ccmmnssion vs. Hooe ~atural Gas Co~any, 320 U.S. 591, 

60Z..Q03 (1944). Jusdce Oouglas speaking for tne United StatU" Suprse 

CtJurt~ stated that the -ratemaJci ng procass under the (Natural Gas) Act. 

i.e. the fixing of 'just and reasonable' rates, involves a ba1aneing of 

the investor aneL consumer intarests." The!!!E!. easa fur-..ner sats fo~ 

the propos; ti on that under ·t.~e statutory s'tandal"d of 'just ana 

-reucnable. I it ;s the ruult" reached., not the method employed.; whidl is 

eDnt1"011ing ... 

III the ease of Pub Ii e- UtiH ti es COIIIIIri ssi on vs. Tbe Of strf e-t 

Cou'l"'t'~ 186 Colo. 'Z1S". 527 P.Zc1 133 (1974), the Colorado Supreme CtJui-1: 

statec1 at pages 2S2 and ZS3: 

(4.5] Unde'!'" our statutory scheme, the PUC is 
d1arge<i with protecting the inte!"e:st of the 
genera! pub1; c: frcraI· exatSsf ve. bul"densome rates. 
The PUC DlUSt detel"lll1ne· that every rate is -Just 
and I"'USOnab 1 e· and that sem as provi ded. 
·Pl"'ClllOte the safety, health, comfort and 
eDnvenience of its patrons. employees, and the 
public and snall in all respects be adequate, 
effiCient, Justind reasonable.- C.R.S.1963, 
115 .. 3 .. 1. The PUC DlUSt also eDnside,.. the 
reilSonabl eness and fairness of rates. so far as 
tne public:. util1ty is eDnc:.erne<l. It IllUSt: ha'ie 
adequate revenues for operati ng expenses and to 
eDver tne capital eDsts of dCling: business. Tbe 
revenues IllUrt be suffic:ielft" to assure· eDnfidenee 
ill' the. financial integrity of the enterpMse. so 
as to maintain its Cl"e¢it and ttl a't.tl"aet capital. 

The process by whid1 utiHty rates are established. should be 

explained. IJnder CUM"'ent' law, when a public: utility desires to .d'lange 

its rate or rates. it ftles. its new ratas with the .CoIrmission, and they 

aM! open for public inspection. 1Jn1ess the Com;rission otherwise.oreLers. 

no increase in any rate or rataS' may go irr"..:o effect exc:.e~t at-..a,.. thirty 

(30) days' not:fce to the CtJlIlIIIission and to the customers of the utility 

involve¢. 

If the thi'l"ty (30) day filing penod goes by without the 

CoImrission having taken any aetion to set the proposed new rate or rates 

~or heanns. the new rata or ratas automatically become effee-tive by 
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ope:-lti on of law. 5 Howeve:-, the Co=; ssi on hu the power and eu-..hori-:y 

~ set fo~ hearing the proposed new rat! or rItes of u'tiiities whi~ ~r! 

net elec't:"'ie ~ooperlS":ives. Se'ttin; for bel:ring autollll":ically sU$'penl1S 

the effec":ivt cfau of the proposed new nte or ntes fer IS period of 120 

ciays, IS or tmti'i the COlIII:'i ssi on Gters I deei 5i on on 'the f'n ed rates 

within ~t ~me. The Ccmission has 'the fll1"'ther option of cont1rauing 

the sus~nsion of the FOpos~ new rate or 1"ates for an additional J)e1"'iod 

of up to 90 days for IS tl:lta1 lIIIXimum of Z10 cIlys or apFQximate1y seven 

. morrths. If 'the tCIIIIIIission hts not, by ol"der, ~'I"JIri~ 'the FDJ)Osed new 

rite or rates 'to beCCllDt efi'eC'tivt, or er-..a.bHshed new "tes, after 

hearing. prior 'to the Ul'iT'ltion of 'tht lIIIXilllUlll 210 day perioc1. 'the 

P~$ed new rate or ntes SO ilT:C effeC't by operation of 'law and l"eIIIlin 

effeC'tiveun'til such tilDe 'thereafter 1$ 'the Commission establishes 'tne 

new rate or rates in 'the clocket.. 

In :be si'lllJ)1est '1:eT'mS, "the .C;mmim.on IIIUSt aetemneand 

esta.blish jUS't UIc! reasonable -rates. In OMler"tO _ke 1:bis 

cieter:riMtion, 'the COmIlrission generally ~ two ques":ions:; first. 

SUncier tRS 40-3-104, most fixeD utilities til e T'I'teS on thirty (30) clay 
notice; no.wever, "thirty (30) d.ays ;s IS minimum notice period; un'ess 
otherwise oT"iieTti 1:>1 the CoaIIrission. A uti1ity RY seiect IS 10nger 
notice periO<:.. In any event., if :he CoaIrission eleets 'to set'tht 
proposed rate Ol" re:tes tOl" hearins. it must do so i>etOl"t 'the l'!"Cl=secI 
eff~vt "te. 

6CRS 40-6-"" ItS .amended by HoI.tse Bi" 1444 (19S'l). House Sin '444 
11so provideS thlt rites fi1ed t>y tleC'tl""iI: =operatives 11"e not SUbjeet 
to sus;>enS'i on t>y'the :0=; ssi on. In 1983. f,)U1"'SIlan't te 'the provi stons of 
Senate Sfll 224 .Te9Ul ltel")' juri sa; C'ti on of 'tl'Ii s tomI:ri ssi on over 
airtribU'tion ·eleC1:'l"'ic: &r:ili-:ies WItS withdrilltll 'throuah June 30. 1987, 
(with cei""'..ain excen;Of'!.$ "1ltin5 to ~ll;n:s Ind repo1"":iltS 
requi l"f!IIIet::S ) • ~ CRS 4iJ-l-1 03 ( Z ) (b ) (1) Ind (II). 



wi'la't are the roeisonable: roevenue requiM!!llents of t.';e utility involved 

'IiIhid'! will enable ft. to rende"l" its sel"'Viee, and, second., how are to,e 

roeasonab1e revenues to be raised fT'Olll its raupayers. In ~ther WOl"'tlS, 

ttle Ccmmi ssi on I'IIUst .determ'i ne t.'e revenue requi rement and the s;Jr1!aci of . . 

the raus to ::t~t. the revenue requi M!!Ilent.. io aee~ 1 i sh its task. it 

JDU.S't f!Xe"I"Cis& a eonsicienble ciegree of judgment and, to the best of its 

ability, be. as fail'" as possible to the ciffferent. parties and positions 

that present themsalves in any majOl'" rate case. The rate-

making f'unctfon invol~. in oti'te"l" wol"'ds, the max;n~ of ·p!"agmatfc. 

adju.st:llentS~ (the-4 .!.:!221 ea.sa, SU])'r"a. at page 602). It is no't an easy 

tull:. but, on the crthel'" !'tanct, neither- is it a ~k inrpossible of 

attainment.. As. S'tate<i above. the rates established by this decision are 

based Uj:)on the- Company' $" CUl"'M!nt rat!! struc:tul"'! and i ts found revenue 

requil"elDeft't.. AdjUS'Cllent.s. if any, to Public. Se"I"Vic:e's ~nt rata 

struc:'tUl"e will be detel"llrine-ci in Phase- II in- this dOeXet. 

This decision is the oMiel'" whidt effectfvely establishes 

elec'b1c:~ gas- and $team !"ate- incre.1ses tal'" PuDlfc Semeeby tariff 

Meters. 
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IV. 

itSi P~IOD 

1n each J)M)ceeding i't is neceua!"y to se1e:t 11 test perioC!. The 

oper-IS-:ing results of the tut period then lu"e adjusted for- known changes 

in revenue anC! expense levels so that ~ adjusted openting T'tSU1U of 

the 'test period wnl be l"tj)'l"Uentative of 'tile~. 'tilerB1 IffOl"'Cting I 

l"ftsonl.l>1e basis .uponwhidl to ;noeditate r-atu which wi" be effectfve 

during a ~ ~oc1. 

In· US 1330. the t:mmDissicn indicated it migm be 1.~lte 

for- PUblic SeTTice 'to j)l'"eSent its ne.;ct nte case cm 1 partial (six 

months) f~ tu:t ,Year coup' ed wi ttl I l>lrtia1 hi S'tI>ri CI. 1 C si x 1IIOMhs) 

test 'year. As.1 l"tsult. Public Service in iU :sUb~nt 1"Ite ~e ens 
1425) di.c1 file on .a pama' (six months) i1ltun "test .)'ear- coupled .W"f'ttl 11 

partial historical (six llIOn'ttIS) tert .)'ear.. 11'1 its 1.m rate cue (US 

1525) Public Servi1:e filed on a fo~ "test ,Yftr endi1lg .tleceml>er :31, 

198'1. 'The Cazmission 1iencminated PUblic Service's ~ 1$25 fl'Hng ·as a 

:urrent--test-,YHl" filing. In ethel" -won!s. the 'teSt J"eflr 'PJ"1)'PORd -by 

PubHc Ser'vice il'l 1&S 1S25 coincicied -with tnt c:.r~ ,YetI" in Mtrich its 

generai nte case.was being hea~ "'I'Iw£, I ~-"test-,Yur filing is 

aistinguisbeC! 'fM:Ic I hiS-..cric-tut-,Yft1" filing wich uses I full hiS'tl>l'"ic 

'teSt .)"YI" f"I"CIIl the put, 01" I -tun tr..ul"t:test. ,Year filing- -which -wou1 C! 

US! 11 test ,Year wlTi c:b is =nil> 1 eu 11 .subsequent 'to 'the ti-= 'fnmt in ·\lthidl .. , 

:81 -1 999, of 11 1&5 Docket 1 SZ5. 'to "the l.J)pNtpM atenen of fo'l"!!CUted test 

yell" f'flinss. In!&5 i525 "the issue of I "fcrecuted tert 'year- -wu. 

vi goreusi y contutecl. 

By way ofcontrtrt with f~ fiH-nSS in I&S 1420 and lIS 1m. 

~ ii c Servi ee ill 1&.s , 540 fi 1 ed i ~ cue on r. hi stDri r; tes~ ,Y*-er endi ng 



~t""..ar ~. 892-t:!eetl"ic witil the Commission I""!<luesting an ~! ec<:r'ic !"'aU! 

fn~ase of apPl"'OximaU!ly ~~.4 million. ?uclfe Ser/fee's August 22. 

1983 !"'aU request was basad upon a hfs-:Oric test year ending March 31, 

1983. In A<1·/fc.e ~tt.e!'" Ho. 892-E1ec:riC:,. Public Service Pl"'Oposed thai; 

its l'eqUesU!<i elee'tric i~ase of appl"'OximaU!ly $S1.4 iIlinion become 

effective wi'!:bout suspension on Hovember 5, 1983. Ouring '!:be fall of 

1983. the Ccmf ssi Oft held four days of informal discussi ons .,ri ttl PUC 11 c 

Service and other interested pam!S dil"tCt.e.d solely to the question of 

whether' Or not '!:be. CQIImi ssion shoul d Sl.ISpend Public Seme!"' s pl"'Oposad 

electric fncr!lse and set '!:be. ~ for hearing. At a subsequent open 

meeting, '!:be C=mission indic:ata<i that it int!nded. to suspend PUClic 

Servi ce I s Pl"'Oposad $57.4 II'f n f Oft e 1 eetri c. increase and 1'10 1 d hari ngs. 

HoweYer, pM or to the Pl"'Opose<1 effec.t1 VI! dat! of November 5, 1983. Pub 1 i c 

Sel""'lice witildrew ~ts $57.4. million electric. !"'at! increase ~est. 

ApPl"'QxilRtaly t'lIIIO weeks later" on Nevse!'" 18. 1983, Pu.blic Sel""'lica fite<i 

six new advice letten with the Commission which have been l"!fe~ to 

previously in this decision. 

Public: Sam a stated tila t f t recogni:e:d. that: the usa- of a test 

year'" ending appl"'Oxillll1t!ly seven and. onf!<:"/lalf IIIOnths prior·to the filing 

was unusual and "not.. c:onsistent with the ad.vanc:a<l regulatory .philosophy 

allawe<i by ethel Coarission ill 1&5 Docke'!;. lS2S when the Commission 

allowed the use" of =rrent t!st 'y~ar" as opposed to historic te~ year". 

However, Public: Service pointed out ~at tile use of historic test year 

ending Mardt 11 .. 1983 would enable the. Comarfssion to I'roc:~ on an 

eltlle<ii te<I basi s since thi S" was ttle same tast; yea!" whi c:h had been the 

subje<:t of a thOl"'Ough audit by the Staff of the Colllllission in connection 

with the August 22, 1983 filing. Publfc Service alsopointe<i out this 

was the same test year whfc:h was the subject of considerable discussion 

in the i (lforma.1 I'l"'Oc:a-edi ngs whi ch l"!sul tad from Pub 11 c Sel""'li ce 's Augus't 

22, 1.983, $57.4- million electric fncrease filing-. 
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A1though one or mo~ of the inte~enors. in opposing Publi: 

Service's request for one pe~:en~ !~ri~ion i'iowan:=. aliuoed to the 

possibi1it,y :h&t ~'ic Servi:e :ouid have fi1ed a mort up.to-aate 

histor;C'teStyear, none of the ~rties tel"lll!11y opposed Publie Service's 

hir..onc test year ending Mardi :n. 1.983. Ac:o'l'1fingly. thzt is the test 

year which hitS been utilized tel" pu'l'1toses of "C:his docke~ 



v 

RATt BASE 

A. Fol"'t St. '11"'11n Seismic PiJ;lina and Hanaal" Project. 

Staff witness wells Prt:lposeQ a. negative adjustment of sa.s::n ,452 

to Public: Servica.'s electric depaJ"'t::lent rate base to elillrfnate to"e 

seiSlllic: piping and hangar prajec-t froarIl.ItiHty plan1: in servfea-. There 

was. a -=r,..,.spondir:g proPQseQ adjustment to e1 fmnate if ,904.S62 from 

const"UCt1on won 1n prognss (OIIP) in the- elel:'tl"ic r-ata ba$a, togethel" 

lItith a ful"'ther'" nl!!atfn adjust:llen1: ot $849,168 to account for" the 

annualfntfon of al1owam:e fol'" funds use<1 <i1rr'ing constl'Uc:tion (AFUDC) 

associate<.t with alP. In essence. the Staff contends that Pubifc Service 

was or should haye: been aware ot the extent of the problems associated 

with the ,seismic piping and hangar pro,jec-t a't Fol"'t St. V1"'1in when it 

entered into a settlement agreement with the General A'tOaric CoIIIpan:y. The 

settl ement agresen1: be~n Pub 1 f c Se"1 ce and Gener-al Atonrf c CoID;!any 

'4S entend fnto on June %7. 1979. 111e Staff contends that Pt.tl:llic 

Service has: spent: approximately sts lII'fllton in connection with the 

se1S111i'c pipfng and hangar" project at' Fol"'t St. Vrain '!Ibid! fs oYe1'" and 

above ,that' whfd! was provide<!. for fit the General- Atcaric sattlemen't and 

that' this $18 lII'fllfon amount should be disallowed by the C:m:mission from 

Pt.tl:I1ic Servicels e1eetr1c: department rate base. 

Public Servf<:e. accenting to the Staff. was no't fn ,eomplfance 

with .cmeMcan- National Standants I'nsti1:l.rte (ANSI) H45-2 senes of qualfty 

assurance'documentation at the time. that Publfc Serviee entered ilftC a 

settlement agresent with General Atomic Company and Pub1ic Se"ice knew 

or should have known 4f the inadequa'te dOCUlllentation accompanying the 

seismic piping and hangar projec-t. The Staf'" contends that Nuclear 

Regulatory Commission (NRC) IE ,Bulletin 79-14, entered fn tHis prt:lceeding 

as Extri bi t 1J1, ordered CQllll) 1i ance wi t.1t the preyi ous standards ot t."Ie ANSI . . 

H45-2 senes and that no new standards were imposed by this bul1etfn. 
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Finally, ~~e Staff contends that the ~ission's decision initiai1y 

gra~~ins ~ub'ic Service a Ce~7fic't! of ~ubl;c Convenience and Necessity 

fer ~ort St. Vrain ~1aced upon Publ;c Service's inves-.ors the burden and 

risk of aaditiona' costs shou1d the nuclear ~lant 'tU1"'l'l out tQ be more 

expensive thin conventional geftl!'I"ltion. 'Thvs. ac=:trding to the Staff. 

!>I.tb1ic Service and net 'the I"Ittepa,yer should !:tear the burcien of Pm>1iC' 

SeT"Vice's fai1~ to·preclie-: fts cons aciequltely regarding the seiSlllic: 

project id'Iidi in this case lIDOunts ~ I cost ovel"nm of 300 ~rCeft"t fM:IIII 

the origina1 ~d estimate.. 

!.y way of 1"e$'pOnH, hDHc Semee =ntenas 'that 1£ BIIi1etil'l No. 

'~l4 (£:dril:>it No. 97) -was iSsaled on .:11.11,)' 2. 1979 or fiye clays after "the 

sett.1emerr: agreement bad been signed be'tleen Public SeT"Vice and &eneral 

Atomic::::ompan,y. Because sald'l l:lu1let'lns u'e issued withOUt any 

pre-notification 1,),)' 1:be NRC. ancI Decause ~ $t. Yn.in IIIU no": Hsted t>,y 

the NRC u one of W 1WC1or plants involved 'in cietenrim:ng w need fmo 

the bul1etill, Pub1ic Semce or Qener.a1 ,A'tcImiC' .tompany twS no way '.to bave 

"been .awaT'e of 'the 1"eqUi:emeft"t of l£ Bulletin No. ~,~ .at,tM 'till! of the 

settlemeJr"'... As a u'tter' of fa:t, IS J>u1>1ic SeT'\'1ce witness Hock 

testified, the fl.Il1 ,~..eft"t -of tnt modifications ~"d D,)' II Bulletin 

No. 7~l4 was not known until several mcnths after its issuance. 

On C'I"Os-s-eamination of Mr-. Hock. Imt of the 'i:rte!T'Yencrs 

l't'teIZIpted to es-=al>1ish that 'the C!lJ1H~ usunm::e j)T"Og'I"IIl in fefi'fec:t for 

ror:: St., V'I"Iil'l (Exhibit No. lOS) sr..oulc! have 'PUt 'fI'W>lie .5eMia on netic. 

~ to 'the 1"'equi'l't!llll!n'"'..s of ott BIInrt'fn Me. '79-'4. HoWever, =-Hance 

with tbt qual i't;Y lSSl.'rI.n:e;r:.;' am in irl'fe..""t at the tiiiii: of"ttle 

settlemerr: nCllJ'iT"td dynamic CCIIIII)uter' ana1.)'$is only for piping "ten inches 

in aiame'ter and 'aroser. .u: !ul1fetin Nc. 79-14'lor the first 'tiM 

ex-...ended this reqUi1'1!llent"tl> "iping syrte!I!$ sized between two and 

one-half' inches and ten ind'les. I"t wu "this :hang! ~at 1"'eSlI'ted in the 

aciditionai co~ to Public .SeT"Vice. Although ~ quality usuranee 

progT"U which has been entered as ~ib;t Ho. 1 DB does appear 



to contain rather stringent requirements for documentation of differences 

of design and as-ouilt configurations, the document t:onUi.ned tn E.'dI~b~it 

No. lOS does not specify the method to analy:e the effee't on saiSilric 

evaluations of any dis~pan~1 between design and ~s-built 

configurations. Indeed, EXb.ibit No. lOS d~es not mention seiSilric 

analysis at all~ 

Public Semc:e, of course, was a-.are of the need of ac1dit10nal 

expendttures at. the time of the settlement,. as a result of the 1anure to 

camply with the qualfty assurance p!'OgraIIl funy. Public Sel"Vice was 

. famflfaro with the seismic: pr=elems and it '4$ in the precess of CQlll'Pty1ng 

with the quality as,suranc:e progru mandates at the time of the . . 

settlement. There 'I $ no evi dence f n the rec:or::i that Pul:Ilf c Sem ce was 

in default of any of 'the c=pliance. deadlines, Monaver. none of these 

mandates r:equired the use. or dynallrfc c::cmputel" analySiS for smaller 

piping. Rather .. as 11 result of national compliance aC'tiv!ty not 

involving Fort St. Vrain, the NRC pereeived, as indic:atec1 in IE 8ulletin 

No. 7~-T4 •. tbe necessity of further fnvestfga:tion whiCh ultimately led to 

significantly inc:reue<l. ccmptrteranaTy$fs requil"ellents on smal1er piping. 

It is. tneroefoJ"l .. UlTI"1!uonable to requiJ"l of PuDlic Semc:e It pres::1ence 

which at tha time of the settlement would navefo","ef!n the financial 

impact of IE' Bu.11etirr No. 79-14. 

BoiTed <Iown to i~. essentials, the Staff conte~d.s that Puolic 

Semce was imprudent in not fOJ"lSeeing the additional expenditures that 

would be required by NRC requirements. set forth in IE Bulletin Nor 

79 .. 14. and provi di ng for the same or SOllIe corrti ngenc:y fit i 1:$. sattl ement 

agreement. with Genel"ll Atomic. CQIII):Iany. 

Action,. or ·inac:tion, which rises to a level of an abuse of 

managemel'rt. discJ"ltion an be dealt with in a I"1!gulato17 fashion by t."ie 

Ccaaission either by the disallowance of an illlProudent1y fl'l~.JT'1"1!d expense, 

or by a roeduc:tion fn rate base a$ has be-o-n pl"Oposec1 by the Staff. We do 

not believe t.ltat l'ul:Ilfc: Sel"Vi ce acted outside the pi:U"ameteM of 

l"1!c1sonab 1 e conduct. It is easy. of course, after the fact to contend 
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-:hitt a be't"'..er agresmel'l". with l"espect to a sei.$1lli: piping 'Pl"'C.l:>iest. cDui~ 

have been negoti~ud by 1>ubiic: ~"iC:t llrith Genera1 AtolItic: CoIn;I~ny. 

However. ~e:"& i $ no evi cience in ':he 'I"eCOrO tnlt attr'i bl.l"'..es to Pub 1i c: 

Service FlO,. know1edpe of wbat 'the ,July 2. 1979 NRC It !u11etin No. 

79 .. '4 wou'd corrt:Iin. A settl_nt agroesent wi'th ~nenl A:tcmic: Company 

was fin~li:ed five-a.ys e,,.1ie,.. Public Service cannot reasonabiy nave 

been ~ to arrtici;ate 'the pre:ise requil"ellle!lU of 1£ kinetin Nc. 

79-U. Its concWct in this Mlgal"d diel act fa" outS''lde'the ;a,.amete'l"S of 

re.lScmab' eneu. In the absence of an abuse of mana gemen't di screti CS'I. 

"tbere is no lega11y "ustifiab'e bUi$ 'tome.l::e the r~te bUt adjl1S'tlllents 

J)I"'01.ICsed by the Staff. -and we c1eeHne "to do ~ • 

. 
B. Ratematino r,.ea'tlDerrt fol"Senera' ~..omi~ tor.Iroany ~lIyments 

Pu~ to the -sett'ement agretJJlent .between 1>ubHc: Service and 

&!nere,1 Attaie CcaIpany. Genera' Atoaric ~17,Y bas hen _ins ye,.,)' 
'P~ 'to l>W> 1 i e ,Sem ce f:t,. I"'tl> 1 acement capactt,y 1:0 deft,. futsnoe , 

ams"?'Uetion =sts 10,. !:be 130 -9!wa~ of 1"'edueed ~"ty U 'Fort St. 

V"lin. ·PubHc:SeJ"Vice has 'Offset 'these 1>tna1t.Y 'Payments .against "tbe 

Southetst mjeet and Pawnee 11 twIP. 'These PI,YIIen't$ 1:hn:Iugtl tne te$t 

year amount to &J)1)r'OXimate'y :34.8 lIrl11'ion. PubHc: .Servic::e bas spent. 

n.~.., • 475 Cln the Southeen p?"CIjeet and bes Sf>Int. :$3.036.1%2 em "'the 

f>lwnee II Generating St.ltiClI'l .which 'eaves :29.469,352 as a credit 'in 'CA'IP 

10l" 'Pawnee 11. Tht Staff et.m'teftds tnlt'Publie Service',s "tI'HtmentDf 

these sums cIl>es nClt .benefit the ntepaye,.anCl al101G l>W>Hc: Sel'"yf:e ":I) 

urn On =rt-1'f'ee eapH:a 1. 'The Staff .cont;enes 'ttia't 'these amcilUTtS .shouici 

nDt l>e er-edited tCI CliIP until 'the 1IIDlIeY is a:tually expendec1; otne1"'Wise. 

~b1ie Semee earns a ntul-n CS'I funcis that wert con-free contrfb..U'tions 
-

'to cal';~1. Staff 'pl"O'PClSts tCI treat the &enen1 Atomic: Co:mpany pena'ty 
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actually used. The Staff's" proposal -Iffll allow Pui)1ic Ser'/ic:a to use tne 

funds as needed but tt will not burQen the 1"4Ul'ayers by I"'!quiring them 

to pay a return on tne unexl'ended funds. Pub li l: Servi ce wi tness- HoCk 

agl"e9(i with the Staff's proposed tr-eatllent. rne COlDlt1ssion also a~s 

and .. aC?l"(1ingly. the Staff's ;)l"'Oposa1 win be adopted. AssoeiaU!1i 

adjustments' also must be dlade. ibese adjustments ar-e sl.llllUJ"'fz-Ad on 

£xhib1t 50, page S. I..ine 4- of £xhibit SO r-estor-es the balance '1'1 C".JIP 

which Public Service ,redited fo~ the amount of the General Atomic 

COm\:Iany payment wnidt has nO"t yet been ex;lended by Putllic Ser'/ice. I.,il'le 

S- of £xhibft" 50 r-eS-..o,.....s. the- AFiJOC associated with the General Atcmic: 

ColIq)any payments. l.ine- 5 of £xbibit 50 credits the cleje~ cr-edit 

ac:l:ount ZS3 with the- General Atomic: Company payment and ~ucas "rata basa 

fo.,.. the penalty del1aN not spent oy Public Sel"'lice on Pawnee Ito 

C. cash Wo~in9' caoital 

One of' the IIIOst vi~orously ecntast.Ad "rate base issues in this 

deaet was the issue af casb wo~ing capftal (OIC) and its inelusiotf r 01" 

exc:luSiotf, f7'1:lIIf rate base.. Rate base. of" COU1"Sa, r-epresents the amount 

of a.;lital pl"Ovicted by investol"S in ol"de~ to purebase assets for uS2!"in 

utility service and Uj.'lCtf whic:b the utility fs pl"Ovicte-cl an opportunity to 

earn a fa1 r" rate of return. 

C'Me., as a component of rau base fOr 1"4te r-egul atory pUrJ)oses, 

has been ctefine-cl as: 

• • • I the- all owance fo~" the sum whic:b the 
Coalpany l'I~s to supgly fl"1lm its own funds 
for the pUrJ)ose of ena£) 11 ng 1 t. to meet. 1 ts 
c:uJ"T'elft ob 1i ga ti ons as they an se and to 
operate eeonOllria.t1y and efficiently. I 
CBarnes. ibe Economics of l'ubl1c Utility 
Regulation (1942) 49S.J Slnce It 1S nCl"IDal1y 
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contempiated that a" operating expenses wi" 
eventua'iy be ~aid for out of revenues received 
by the Company. the need for worl:;n; ea'Pi~' 
arises jarge1y from the time 'ag betwe!!n ~aymen't 
by 'ti'Ie Com!:lany of its expenses. lnd receipt by the 
Com!:>any of 'Paymel'T""..s for service in re~ of 
which the £lICpenses were inart"1"ed.. (Em;>hasis in 
original) 

Ajabama.iennessee Uatun' Sa.s Co. v. Federa1 l>ower CCm:riss'ion, 203 r.2d 

494. 498 (3ra. Cir. 1953). See a1$O~ till of 'it*~bytih v. Pennsylvania 

!>ub1ic ll'tiHty CoIIIrissicn, 370 Pl • .305, sa A...!cI 59. 6'1-65 f195Z); .!!!.a 
-iilte,. CtiM)oration v. Idaho 'PubHe lJt1'Hties t=mriss1on. 97'laal'lo !32~ 555 

P.20 163, 166 (1976); hoo'e's Counsel v. PubHc Servi:e Commission, 3£tS 

A.2c1 43 (P.t. A;lp. Un); New Ens1and i.ele!)hone and itleOl"ll:lf'l Co. v. 

PIlbH: lJ'ti1ities Comis:sion. 390 A.2c1 8. SO-Sl ('1978). lnchlsion of ewe 
. in nte baH is necessary ·when the m1tty Iiemonstr'ates 'that. in~..ars 

nave been reqUi re<1 to P1"'Ovi de 'the fundS -needed 'to .opentt "the :ilusilles5 

be':Wetn the 'time of "'~derin.9 .utility service and 'tbe 'payment 'therefor by 

cuncmel"$~ ,y inc'uCi~ ewe in nte base, "the investor ems ! retur'n on 

the ewe funds a't .whttever ,"ate is ea.rned on inveS':lllent in p1ant. As 

explained by 'the Ccut"t in loist Water .CcM)ontion v. lclahc i>UbHe 

lI':i'1ities CoI:!:mission.swn: 

tub f1 ow l"I"Ob'l ems often corrfTont a .uti, ity 
.wtri ch must pay fol'" exr>encfi 1:&n"eS pri 01'" 'to 'the 
:::illlt revenues therefor nave been eo 11 eC'te4. 
io 'the enerrt w't sucn amounts uc:eed the 
T"eYenue co11ee--..e4, it is .$Ul)f>1ied by tnt 
owners of 'tbe U"ti1ity as " pot"tion 'Of tntil'" 
investment .and 'tbus be=mes a fjl!lrt of tbt 
r'au bue. Thus* cuh worl:in~ eaVital iSI 
reco9f)i"tion of the sum which 'tbe U"ti1ity 
neec!s to supply f'I"OlII iu own f1mCs (nthe1'" 
than the 1"1 tepaYff '$.) 'to meet CUl"\"ent 
obligations .as they arise".due ~the tilllt 
, 19 H~n pa)'lllf!rrt 'Of ~xpenses.nd 
eol1ec::tion of l"'tlVelIUes. .A.1abama·TeMessee 
aa.s Co. v. Fedl!n1 Ptlwer t'iiiiliiSS'ion. 3 e11"' •• 
M r.n 4§4 lIS14 . SUer. allowances by the 
CCImi ss1 on Itre DOt guann'tetc! as I matter of 
colll"Se; the utili't,y eames the buraen of 
sbow; ng by COIIIPf!ter:'t tvi derlee :hrt theneeo 
e.xisu. 



Aoolieation of 'lii'lIrin~" Subu~an 'liat<!l" 
CJ5ro., ,03 /lI.Za.. dll. ~& (De t. I !:to'!'J. 
ll"aa1tionally. sueh a showing was made oy 
Pl"Oduci ng data fl"Olll the u'Ci 11 ty I S aet:.la 1 
e.x-per'f ence showing. the need. l"'!sul t1 ng from 
the time lag in collection of l"'!venue. i .<t., 
~ a l~g stua.y. (55! ?24 at 150) , 

As sUteii in the .!2!!!.!!!:!:!!:. case. the burden Q i demonstra't'i n 9 

that thel"9 should be an allowance for Ole ,fn l"ate base is upon the 

ut1lft'1 requesting it.. This a.llowanca fs demonstra:ee1'i by means- of a 

lead·l.ag stua.y. 

A 1ead-lag- study M!f1ec:u the,lag fit the 
mllllDer of days be1:ween the l'Ayment 0 f 
oper:<tting- expenses ••• and the receipt of 
payment f'!"CIII c:uS"'..omel"S for servi ce l"'endel"'!1'i. 

Gas Sel'"'l1ee Comoanr v. State Corporation CcmIIrission. 4 !{an. ApI). 24 623, 

609 P.Zd 1157, 1164- (1980). The lead-lag study was axplafne<1 in ~ 

England TeleDi'Ione and Teleno" Co. v. Public Utilities CoIlIIrission. ~: 

As indicated earlier. the utility's M!cefpt 
of M!Vem&es or c:ustcmer payments for 
servicas provided: often tend$ to lag behind 
the date upon w1'11 dt the uti 11 ty 1 ncu'l"'l"ed. 
~sas with ~ to the pl"Ovi sf on of 
sudt services. Thus. the utility l"'!quil"'!s a 
"<:ash advanc:ed. for'" expenses" woning' capital 
an cwa.nc:e to cover-expenses duM ng those 1 ag 
days .. 'The- c:alC11ation of the utility's "net 
laga involves the subtraction of- its avel'"lge. 
expense. lag froat its avel'"lge revenue: lag. 
Revenue 1 ag f s silll'Ply the tim spazt over 
whidt revenues Tag behind' expenses. 

390 A..2d. at 51. 11Ie 1 ag ... however,- may won' f n favol" of the utility, as 

~11 as against tne utility. See Alabama-TennesseeNirtural Gas Co. v. 

Fe:deral Power Commission, ~ where, the Court wrote: 

But there are- time: 1 ar wh'f dt W()M; in favor 
of the ColII'Pany as wel as tnose wn'fdt wo~ 
against'it... i'tte Com!:Iany no raore pays irrmec!­
i ately every 1 i ability a=rue:d than do i t.s 
c:ustomer-s • 

203 F.3d. at 498. Or- as the Court wrote in tne New England raTeonone anc! 

ralegrao" Co. case. 390 A.Zo. at 5h "On the other hand, expense lag 

f nvo 1 ves the converse si tuati on. wheM! the utfl f ty I S expense payments lag 

behind the date upon which the utility receives'tne pl"Oducts or services 

for ..mieh it is pay'fng." L.ead-lag stud.ies alsQ studY tnese expense 1agS 
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and Llse thelll es c:f.fsets to revenue' ags to arrive at net ct.sh worting 

c:apitai: 

In deteTurining the need for worting capital, 
'the C1:Immi $si on may qui te retsonab 1y lnd 
proper'y take into ac:oulrt fa~ which 
red.u:e the need u we" ItS those which 
i nC1"eUe 'I t. 

A 1tbama-ienTlUSH htul'"! 1 Sa.s Co. v. redera 1 Power C:mmi ssi on SWIrl, at 

49B. 

One of the earHest &nO IIIOst citec! opinions on 1:be subject of 

ewe ;$ City of P1t"'..sbtf'l'"Ctl v. 'hnngh'ania Public UtiHN' Commission. 

l!!!:!:!. Tne purjJCse of CWC, 1:be manner in -which i't i.s c:al:ull'ted anc1. 

whfrt;ber it should be ei10wea 11'1 'T'lU bue, !tI: •• is disCusset.1: 

tuh worting capital oNfinal"'i11 i$ "'the . 
llJIIOUnt of cuh requi reel to operlte a uti, i't,y 
mrr; n9 ttre ; nterilll :bet.wef:nthe T'el'lderi ngof 
.sam :e and 'the reee i):lt of J)a.)'IIIeIT't 
therefor. It is 1:be .J>loocl ~ tnltgiYU 
iife U tne :pbys1ca' plant and faci'11~u Clf 
the enter'prbt. 1t:an T'9ctnl be uen 'that 
initiai11. It th,! ~Irt of opeJ"ltion. 
ca;ritl.1 SUJ)pHed 1>1 invu1:Or's lIIIlrt in o7"de!" 
~at "the ~1 can func:tion. include such ' 
wcrting cuh in addition "to the .aIIOLmt 
requim for ph.r$ical plant and hci'l1ties. 
Its al1ow.anct u an elemerrt of fair value 
i'or J"Ite mu:i 1'19 PII!,;)oses has beenapFOYed 
til decisions of 1>oth the SUperior- and 
S/.q)M!IIIe Courts Clf tl'ri s State and of the 
appel'ate courts of CI'the1- jurisdictions. 
All110st invariabllhowever, its all owance has 
been determined 1)1 'the actual necessi't,y 
therefor existent .when dis;nrted 'l"ltes -of an 
er..ab 1 iSbed and go; ng, t:=ncern are' before 'the 
CcDmission. Th~determination of the donal" 
IIIIOUnt of I2sn wcl"Xing ca~~tal is bued on 
the ~me '\.ag ~'t:Ween the semet rendem 
a~d th~ pe,yment 't1Iemor- bl the :cns:umer. 

Tnt fair value of a utiH:t;y for -rr..e lIIating 
l>U1"!>ose$ is the value fixed utile time ' 
rates an establisi'teC. To the ex+..errt that 
the CU$""..cIIIItrs are providing -revenues before 
the utiiit,y p~ys its c-osts. the investors 
Ire'- not suppl,ying the func!s 'b:> carry on. 
Whether cuh wcn:.ing capital should I>e 
al1owec1 l$ an e'~ in d .. ..ermining w 
fair value of a utilit,y'S used end useful 
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propel"'t'/ as a rata casa. anc! if a 11 owed t.'! e 
e.xta~ of such allowance, dellencts upon t."!e 
factual situat~on in each case. If t.'e financial 
situatjon of an operating company shoWS that 
sufficient funas are reac!ily available to '~ridge 
the gap be~n rendition of anc! payment for 
servicu, no cash worlcing capital is required and 
none shoula be allowed by the Commission. 

As indicated above. a lead-lag S1:Ucty examines various elements 

of f neome anet expense in o"el'" to det.ermi fte- the net 1 ead or the net. lag 

with respect to etC. For- a numbel'" of yeal""S, the CaIm;~sion !'las used a. 

f01"lllUl a. approach" to detem ne the C'"C ecIIIJ)onent of the rate base. The 

formula. apJ)l"Cach previous'ly approved: by this Commission gen.~ny allows 

the u-tfl1ty to inClude fn ra:ta base that paM: of 'IIOrting capital 

M!f)resente<t by f01"'t'j-five three hunctred sixty-fifths (45/365ths) of 

oJ)erati"Q and. aintanance- expenses plus. fifteen three hundred . 

sixty-fifths. {l5/3SSths} of the <:ert of. purchased power less the average 

pl"'Opertytax Ha.b.i1ity anct one-third (1/3) of the accrued Fe-deral iaccme 

taxes. In tIS 1425. ne; thel" Pub 1 i e Servi ce nor the Staff 0 f the 

Comarf ni on 1"eCl:IIIIIlIedef1 any change in the f01"lllUl a approach.. The CQmpany • s 

request in t&S ·1425' for $15",552,635 in OIC was criticized by witnesses 

for cartain intervenors in that dcd:et. The principal eritici= ... as the 

lact of a lead .. lag study. RAAX. Im: .. -witness Madan,. fn 115 142S. 

re-comendef1 a balance sh~t analysiS fn 0"eJ" to provide a limitation on 

C'iiC to. be inetude¢ in l"lte- base. rl'l 'that dod::et. the Coamission rejeeta<i 

the baTa.nc:& sh~t approach as recommended by Mr. Madan ana reafffrmed the 

formula approach fol'" determrtng ~~C. Nevertheless,. tile Commnssion did 

state in Decision No. C30-2340 •. t.iated Oeel!!llbel'" 12" HaO {pa\1l! ttl. that 

Pub1f:: Service. Should conduct "an up-dated. lead-lag study pr-for to its 

next general rate ~se fn ordel'" to test tile validity of the CU\"'rent 

fOl"!llUla." 

The issue of a.n appropr-f<lte cash worlcing capital allowance 

previously has b~n raise<i. fn liS Dcd::ets No. 1425 and 1525. In 115 

1525. tile Commission did. endol""Se the concept of a negathe cash '~orking 

capital and the Commission ordered Public Service to submit a 
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·c~~hens;ve· itao-iag study in its next rate fi1ins. wnich. of,course, 

is ~hf fi1,ng whicr. is the subje~ matte~ of thiS o~cket. In o.cis;on 

No. CBl-U99. 'the Commission set forth ;1\ detail cOlll;loJtents which were to 

be in:'uced in 'the 'ea~'ag st.l.ldy. I>UbHc SeN;ce was dil"'KUd to 

~erform ewe analyses both inc'uding and e%c1uding such no~ash items as 

inves1:lllent tax credit genel'1ted. inyestment tu credits lIIIOr:iz.ed and 

depnciation as wen as tapiu 1 s'tl"UC'tU" i'tellS such as 10ng-t.e1'll deUt 

interest. preferred '$'toek ~ividenc:ts. coanon .stock divide~s. cUf'\"ent 

~Uil'led eal"'Tlings. and ~fel"'l"'ed 'taxeS. 

8y re!.llSiM~g the fHingof the ·c=l)rehensivea 'ead-'~i S'tudY. 

the~ission in US inS did not intend to lIn-Getel'lline whidl~nse 

and ;a~iul items beionged. or did not~e1cng. in tnt ewe c~t;on. 

nie th~Shhold 'Question of .whidl expense iums 1>eiong in 1:bt ewe 

c~'tion is .answered qv1u .$i=1y '.by nferri~ to "'the .ciefi1l1tion ~ 

pUl"'PCtse .of -:he usb 4oIOrl:ing ~iU' a'iowanee itself. ,we Mye .a'ready 

"fer.ncl in the diSCUSsion aboye "'!:O ,a lUJIIlber of .aU'tboMuti¥e clefilli'tions 

. of cash wning eapiu1. The key 'won:! in''!:hese definitions i~ ";ash-, 

If investo!" euh is Deeded foro day-to-c1ey operrtions. T'I'tt Dan ~s 

'\ ncree.sed. Ito cun 1IIUrt l>t ·advanced to pay fol" .what IJIIOurrts to men 

accounti~ en<:l"ies and thus 1 re1rtt.d .tWC l11OW1f1ee is unnecessary. If 

l'1'telllyer-SUl)J)1i-ed cash redl.lCes tne UIOUft'tof t:M inllenment re,9uiNld, 

rate b2.se is reduced. ~n$istent....tth ~1$ .definition tJf cash wri:'1ng 

elf)iU 1. Staff W'itnets ti::iand. Cities' Witness KaC1&n. and ru Witness 

/I!a:-sba1' neh exc:1uoed ~ no~uh ,~nse iums aTll:! Clepr-eeia:ion. 

amor":iution. J.n.d 6efel"'l"e6 'ax. inveS'tlllent 'taX c~dit and 'PA.YSOJI fT'IXII 

~bei~ resl)e.~;yt e!'c:v1a~ion$ cf ewe. 
In his rebut-..al 'ttstilllOny P'ul>iic: Semee .wi'tness K.eHy .contenclel.f 

tnat these ~on-eash items bel on; in 'tbe cash wori:ing "pita' eompat!t'lon. 

!t is net unL~ua' for utilities ~o seek to in~~orzte non-cash expenses 

in eesh wo~ine Clpita1 co~u-..attor.s. However. these ~~posa's heye ~n 

:onsisten:1y ~je~ed ~er. r.ade !t the F£RC. For instance. In Re: 



SoutheM ca I i 10M; a Ed; son. 20 F!RC PEn. 301 (1983 ), t."le· mC I"'!j ec~d 

inclusion of defel"'l"!<t inccme taxes in the c::mputation or 'IiOricing capital 

allowance. "'1ongt."le same 1 ines, In Re: '1icnnia 1-'ower Eieetrie Comcany, 

'17 FtRC PEn. 150 (1981). the FERC rejected inclusion of nuclear fuel 

amortization and disposal eos~ as non-cash items in t."le p~peseQ working 

capital allowanca.. Similarly, In lie: Pacific Gas and E1ectric Comcany, 

16 mc P63, 004 (1981). the FERC r-ejec:ted inchtsion of depreeiation 

e:q)ense fn WOrking capital al1owanc:a as a non-casn item~ 

the philosophical 4ifference betweA.n PublieServi~e's position 

and. that of the StJff and I,ntarvenol"$ became eleal" dUl"ing the following 

~ss examination of Staff witness Ek1a.nd by Public Ser/ice' s at*..orney. 

Mr-. McCotter: 

Q. 

A.. 

Q. 

A. 

Q. 

A. 

-And scmeone's get to ftnanee that 
Cdepzoeciationl. don't they, that expense, that 
lag. that time period between when the fnvestol"$ 
at'1! entitled. to get that money back'~ 

No. 

Unde!'" the regulatory Pl"'Ocess. and the time \lIhen 
that moneY. f $ actually made a va i lab 1 e by 1::1 e 
ntepayel"$ througit the payment of their bfll s? 

No. it requff'!!s' no financing. It is just a lost 
oppor1:Unity. If" they collect it scene!'" theyCiii 
1nves£ It, soone!"'. But they 4idn't have to put up 
~ more"money to cover that 1:1_ pel"iod.. they 
ony liia to put up money for lI'IOney they have to 
1 ay out. They cion 't ~ Uti money fol" . 
clepreefation exllense.H:n 1S a souree of funds. 

But theM! is an ee~namic cost to t."le entel"llMSe, 
is there not, over that penod. of time? 

T!I~ugh the- oPPor1:Unity 10st of investing it. 
soonel" ff they hac!. collected it sooner.· (317/84 
Trans 115. 116). (Emphasis supplied.) 

We agree wi th the Staff that a 1 tl'lough expenses IIlaY oe i ru:ul"l'"!d , 

no lag exists for purposes of the C.iC computation unless ~ is 

e:q)ende<1. It is obvious that, as to non-ash ex-penses, no additional 

cash has to be pl"'Ovi ded. by f nvestol"$ duri ng any 1 ag period. 

We also agree with the Staff recommendation that C'ilC 

requirements inc1ude all cash expenses, franchise fees, and sates taxes • 

. 
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w~ fur-wher ar:~ ";h~-: &1'1 ·non-eash i-..... s and ca.pital i'temS shoul a be 

exciuded. cash expenses include ~a.s for generation, other fossil fuel, 

and fr!igh~, purcha.sed poWer, gas pu~-h!sed for.resa1e, pureha.sed steam, 

genera i and mana gement 1 abor, other O&M expenses, property tues. n CA 

tues, FUTA taxes, S£SA tues, occupational tu, mjor medical tax, 1.lSe 

tu. aut:o-Heense tax, federal in=me tax, ~..ate income tu and S"".eam­

heat fuel. Non-euh items which shoul d be ex:l uded are depreciation and 

amortintion. clefeM"eG income taxes, fe<leral invts'tlllen't tu c:-ed1ts 

genera'tec1, ~..ate inv~nt~ c:redits genentec!. payro" stock ovtion 

. plan, federal ; nveS':lllent tu =redi'tS mol"ti:ed. and state 1 nvutmeJrt tu 

CM!di't$ DOl"tiZed. capital items are long-teMll debt in-..eren. prefel"T'e(! 

~..ock clividends, COIIIIIIOn stock dividends. current re~ined uMI.ings. ancl 

deferred taxes. 

S~ff witness nhnd postul~ted ~ret axioms .which .£Uppor't his 

'theor.;y of 'the propel" COlIIl)Onents tcbe incl ucied ·in twt: (1) .ewe is money 

put fonh 'to iDert expenses; (Z) "the only factQrs 1:hat change the 1evel .of 

cm womng ~iU.] are ~ net lagcla.Ys between nceipt ~f ·rev~ues -and 

))ayDlent of expenses, and"tbe siD of w cash ~es; (3) an 

out-of-pocket cuh flow is DO't 1 M expense if i"t ·flows ~ 1 second 

pocket of the same perty. If an itelil1llet!'tS 'the criteria :of the fint 'two 

axioms and is not e1iminated by 'the ':bird mUll, ·then i~ shoul d I>e 

included in cuh working capital • 

. A 11 cuh expens!:S ; n ·CWC shaul d be ; !lel uoed l>eause ~y 1!leet 

'the criuria of axioms 1 and 2 and Ire ·not eliminated by lXiCIID 2. This 

t:h~-: franchise fees an~ sales 'taXes are not expenses according to 

accoun~ns ciefini~ons. PuClie Sem~ pays 'these items to tAxing 

authori~es wit:h money =lie=ted from l"atePII,Yers. Public Se!"V'i::e witness 

Ke11y, on rebU:-..al, tertifieG ";hat franchise tees ~nd nles 'taXes si'loul d 

not ~ incluaee in a ewe ~quirement because th~y are outside the :ost of 

servi:e. ~. Keiiy's concern, however, aoes not con~lIdict "the f~ct th~t 

PuP 1; c Servi ce h~s the use of fun~s CD i1 eeted from l"ltepayers whi ch 
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eyen~ally go to pay franchisa f~s and sales taxes until such time as 

they are actuany paid. 

Non-easn items sbould be excluded because th~ fail to meet the 

cMtaMa of axioms 1 and 2. Depredation is a SOUr'1:e of f'Jnc1s supplfed 

by l'"atepayers. Oefe1"'M!d fnecme taxes and fnvest:llent tax credits are 

SQU'l"'CtS of funcis made available by the government. Simlal"'ly, the 

p1"'Ocaeds fT'ODf the payroll stca option plan are a SOUI""l:l! of funds. 

. capital items sholt14 be excluded froom C',riC beeause these items 

fail to meet the criter1a of ufOlll$" T and 2 Ind are elilll'fnJte<:t by axiom 

:1. Ilene: of tne capi til i Ums are c:ash ex!,enses. Public: Sfrvi ce' $ 

investors. eal"n the retul"'n on their inVeS'tllJent at the time service is 

renderec1; however, on a casb basiS, those eal"nings are 1'I0t available for 

the investors until the revenue 401111"'S associata4 with the semc:e 

l"'!nderec1 have been c:ollec"'..ed. It is tnle thiS time 1apse results in a . '. 
lost: o!'!)Ol"'tunity for the inve~~ to ~ive a re~1"'n on his eal"'ne<i 

retul"n. However. the luthoM%!4 me of retm'n is based on accrued 

earni ngs. 0It fund$ invested, not Oft cQlIIPensati on for" lost: oppol"'tuni ty • 

F""cA witness Marshall ~ fnclu41ng long-term debt 

i~ but ext:lu4fng all other capital items fr1::= C,riC. Cfties' 

'iri1:%less. Ma4an l"eCOIIlIIIended includfng long-tem deet inteM!st and preTar"l"ed 

st:oct div1cfends, but ext:Tuding all other capital items f'r'OlD C'JC. ina 

position of includfng one 01'" 1:;iO ca!,ital items and excluding the ottU!l'"S 

1$ fnt:el"nal1y inconsistent. 

Cities' witness Madatt at:t:elDl'te<:t to justify including 10ng-t1!:rm 

debt intarest anc1 preferred dividends ilt cash wol"!c.ing capital' 'lrith t.loje 

following tastimonyr 

If th; s so~ of funds wen excl uded fI"'om the 
lead-lag study on the theorJ that the SOU'I"Ca of 
tnese: funds were investD1"S", then I"'ata base would 
be T al"'ger to the benef; t: of not investors ; n 
genel"'al, but C:OUIIICn etTUi ty i nvestDrs in 
partic:ular. The result 'lWQuld be tnat COIIIlIon 
eqaity investDl"'S would be provided an opportunity 
to earn a. I"'ate of return on funcis that. weM! not 
p'r'OVi deci by ths but by othel'" i nvestDrs. ( See 
Exhibit M. Page Z6.) 
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We b~lieve tha~ ~~Ganls proposa1 wi" prevent benef;~ to the 

Compa"y !onc:i a" its investors frmrJ reinvestmen": of interest AnQ preferrea 

d'ivi oend$. If interest and preferred divioends are included as CWt 

ctIIIlJ)onents. the return ea!"neCI by reinverting those funas is offset by the 

"auction in rate but earnings. Whether interest and prefel"T'ed dividenas 

are included or excluded u ewe c:cmponelTtS. PubHc Service un reinvest 

those mc!s. Howevu. if the ne't 'a9 fCT' itr"..erut.and preferred dividemls 

is a" owed to !"'educe 'tnt ewe ccmponen't. w ewe a 11 owance fo-r:ra'telIIlki ns 

win abo .be ~c~ This 11'1 turn 'I'1!!cluces rate })ase, earnings on rate 

but. 'and 'the ":i IlleS i nterest ~r1'lecl l"I'ti 0 (TIn) -wtrt en ; s the l"I'ti 0 of 

earnings "tl) inie7"lrt. If i11'tel"e$'t.and prefe2""l'1!!id dividenes are ex;luded 

from CWC. the increase in eaMrings 1"eSIl1'ting frcIa the reinves1::alen't of 

":bose ·funcl.s wii' benef'i-t the CoIIIpan)" and. an ';u inves1:01"S. In contru't, 

the Mtcluction in -earnings and iIER -whi.:h is causac! 1>1 including ill'terert 

anc! j)l"eferred divioemis·as ewe components·win :7"'tlte ~ on 

ftnancia1ana1)'$'tS 'toeowngrade 1:he .tompaJty'.s »ond .and ~qUi'ty r:atings 

which is oetMlllen'ta1'to ntepayers ill the 'o;,g TUn • 

. 1l. llnbfl'-edRevenues 

In P.ub1ic Service's jut IRjcr flte cue US 1m, -witness Madan 

fot' AMAX, 1n'c~ In''OPClsed th!'t :be tcaris.sion recognize PubHt Service's 

urJ1)i11eCl Mtyenues in one .of tl'rret wrys:acljurt ,"verwes upwal"i:! to!­

unbi"ed revenues; a~urt downward the GJ)eftSes nla'ted 'thereto; or 

inchlce. an ~c!jUS'tllerrt in 'the ·wcrtil'lQ caj:liu1 ca1cu1.tion. 111 l!S 1£25, 

the :omission -rejected an I~US'I:IIIerrt fcrunl>filed ~ tlec:ause i~ 

misma'tch of """elUles and expenses. In l1S 1540 ·w1t:ness -Madan. appeal"1~9 

this time for the Cities, again raised 'the issue cf PubHc Se!"vict '$ 

Unbined_ 7"I"enues. Mr. fl'iacian 'l"eCOiIIIIIefdad tbat Publi~ Se!"viee's 'l"eVemIe 

, a g be reduced by ZO.5 Gays to "f1 e'!'t Unbn 1 ed re\fenues. Mr. "".acian 

described the nature of unbi"ed revenues is fo'1ows: 



Unbi11ed rtvenues is the term us~,tQ c~nnote ~,e 
value of service that has b~-n provided to customers 
be~n the data that sam ce f s provi ded and the date 
that the ,value of suCrt sem~ is booked as r-evenue by 
the company (gene~ally. the billing date). For 
example, =nside~ a ccmpany that is staning 
operations. For the- first 30 days of ope~at.ions. the 
company weu 1 d be f "eum ng costs to provi de ser/i ce 
but booKing no revenues until approximataly the 20~~ 
day. Revenue wou 1 d begi n' to be book ed on the 20th day 
assumrtng a ~ele meter reading and billing sys-~, 
sud! as fs U$~ by PSCO. Finally, after the b11ls are 
rendere<1 and. p.ti<.t. approximately 43 days afte~ 
openti on when ft l"'St sta1"'te<:l.. the company would 
actually begirt to reaive c:3.$rt from its custemers due 
to the ~sion of serv1ca. (EX • ./4 at page ,0). 

Thus, ac:ccl"'¢fng to Mr-. Madan, sina .cosu are aec:ounted fOr" on 

-:be income 5ta1:allleftt as exj2ensu wnerr they are fn~, and. revenues are 

booked oltly when the CU.$toIIIer is billed. the eXj2ense related to it 

pameular servia fs- l"eCo!"!1&ct before the corresponding "venues relating 

to the: same semca. l"'I$ulting' in a llrismatdt of revenues, expenses and 

f nveS'tlllent. 

It is tnte that no witness in this Proc:ee<1;"9 appeared to take 

issue wi th the. fact that there. was a techn; cal !IIi smatch 0 f "venues" 

expen$es ana investment. as defi ned by Mr. Madan. 

Althouglt persuasive. arguments can be made both fo'l" and. agai nst 

adjusting for unbi11ed re.venues either thrcugft the eash woning capital 

etIIDJ)Onent' or through the openting 1nc:ome statement, the CoImrission 1$ 

not convinced that adoption of Mr-. Madan's propo$als thrcugh ClJIC with . 

r!gard to·Pub1i<: Semee's unDillt<1l"9venues is wal"1"altted. As tndfcated . ' 

above, Mr-. Madan proposed to adjust for Public Sem.ce's unbilled. 

revenues through the OIC calculation by re-jucing Pul:lTic. Sel"Viee's n.venue 

lag by ZO.S days. The whole coDlJ)lex procedure of including unbilled 

revenues in the lead.lag stuay for OIC calculation$ is llrisleading be<:ause 

it implies that the Company has the U$e 01 the unDine<! revenues. Sut, 

of course, that, is impossible because tne$e earned revenues have not yet. 

been bill ed. 

Generally aecapted accounting principles perllrit a utilit'J, sucn 

as Pub 1i c: Servi ca, to aeeount' fol'" revenues in one of two ways, namely. 



(1) the ~~ility' :an book revenues at the :ime servi:e is rende~ (i.e •• 

Di1ied) or, (2) the u~i'ity can book revenues at ~~e time payment is 

I"eeeived (i.e., unbil1ed). !itnt!r method is acc:eJ)wie j)1"Ovicied that the 

one chosen is used consis-.ent1y over time. Public Service has been using 

the second Jll!thod for over 4t) yean. 

Mr. Madan's CCiIIIPI.ni on su99e.st'i on that "the ColImi ssi on .ordeT' a 

fiv!-year IIII01"'t'ization of Ilnbilled nvenues for prior J>eriocis is 

unac=e;rtal:>1e. Tne balance 'sheet effer:t of unbfned revenues JS of 

December 31. 1982 is, .$33,408,000 -for tnt 'eleC'tri: cIe!)al"'tlDerrt -and 

S1 O,5U.otIO for the gu cleJ)al"'tlllet'lt. Mr. Madan lI~osed U> })ring these 

'amounts irrtl) the test J>eriod lind adjust ""enue requirements 't!'n"ou;n t.bt 

amor't'Ization Pl"Ocess. whicn. in 01.11" opinion.wou'd resu1t in a seMews 

misatdlof revenues and ex;>ense5 ftn' ntemaki ng pU1"J)oses.Moreover. .1tS 

i ncli c:ated above. these ba' aneil sheet .lIIIIOUrrts Dave been J)lfnt .up OYe"!" 

. approxill2te1y .. 4t) year ~rioc1. .A'~. Mr. 'Madan USG\IIeS that 'the 

CUS""..:=er in a11 instances 'pl"Oviclec! tnt .$44,020,000 rmbi"ed J)a1ance. For 

'this 'to J)e 'trUe, PubHc SeMi ce ·waul ~ 'have had 1:1> have filed a 1"'Ite .case 

eadl ..real" for fOl""tY,yean. This DlS not i)een tM .case .because for many 

yean hbHc: .service clid Mlt.file rate cases • 

.Although the Suff has inc!icatedtbat it believes ".tnt J)I"OJ>er 

ngulator:Y trHtlIIImt of unbined ~es 1Derits ~.,. illqlrt,.,..we 

believe 'the issue illS been thoroughly and extenSively explored in -tn1"H 

=ckets .il'lVo1vingh.tbiic Saml3. J.t this -:ire, we Wi)I.lld r-..au"tO 'the 

J,>ar:ies in this doaet tht.t.we ciD net J:le1ieYereexurifling the .unbinec! 

revenues i'S5Ve wi" _'teri a 1''y enham:e t-.e toIIImi ssi Oii IS um:Ierr..anding of 

'the subject 'or result in .any regulatcrry moC!ific:&tion on OUT" part with 

respect U> this issue. ObviOUSly. tfris .t.omrrission ca:nnct dic--..ate .what 

cou:-se f~ n.U ;:ues _y take • .but .we do belieye 1:hat it is 

a!)pro~ri!te to inform tntpar:ies that tne unbi'nec 'T"tverwes issue is net 

a Hkeiy :::ancicau for n9U1a'tCIry change l>y 'tl'Iis CDmmisSion in 'the ne!r 
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E. Lead-Laq Days 

The Staff made s2veral adjustll!en'tS to theexpens2 lag days 

contafnea in Public Service's eoiDprehensive lead-lag study. Staff 

witness Ekland reverse<.! Public. Service's adjus't:lent to expense lag days 

for gas for generation. dUe to a refund made by Colorado rnte~..ate Gas 

~any (CrG). Although investors initially supplie<i the funds use<.!. oy 

Public Se!"Vic:! to pay CIa, the investors wel"'e compensated when t.IIe 

rendered sel""li c:e 011 1 was c:ol1 ectad. The cvel"Charge was pa; d to CIG with 

ratepayer funds. Acco1"¢fngly. the Staff reverse<.! the Comp~ny's 

adjUS1::llent $0 that the fnveS'tOrs WQuld not earon a return on the-. , 

ratepayers' money held by CIa. The Staff also made a c:crresponding 

adjustment to the e;q:Iense lag days fol"' steam heat fuel wl'ri<;."l resulted 

fl"'OIII the adju.staent to gas fol"' generation. Publfc: Service did not 

dispute these adjUS'tlllents. in its l"'ebuttal ease. and the Commission agrees. 

wt sa; d ac!jI.lS'tlllettts shoul d be. adcpte.4~ 

Another adjustment I"'eCcmmended by the Staff was to· extend 1 ag 

claYS' fOl"' genenl and management labol"'. Public. Sel"Yic.e pays its 

adllrinistntive- PlYl"'Oll before the- end of the month evert though the wages 

an not due and payable until the end of the month ac:co1""l.tfng to a Pub} ic 

Sel"Yic.e memo wirfdt is contained in £xhibit 59-. page 51. The Staff 

contends that' early payment' of wageS' is for the convenienc:e of Public. . . 
Sel"V'fc:e'$' employees, and ~at ratepayel"S should not be required to pay 

for this convenience. The·Staff also made a corresponding adjustment to 

the expensEt lag cIa,rs. Tor FICA taxes baSed upon the payment of these- taxes 

on the. clata that adminis'tntive payroll is due anet payab1e. 

On rebuttal, Public: Service witness Kelly tes-:ified that Public 

SeMi c:e.' s pol i c:y regard1 ng early payment of its admi ni strati ve payroll 

and the l"'eSultfng costs wen reasonable and therefore !,!"'Operl), incluclaOle 

in the cost of s~rvic:e. Public: Sel"Yice witness Kelly also asserted that, 

a CCIIIPrehensive 1 ead-lag stuc!y shoul ct be base<i upon the aC'tUal 1 ead 01"' 

1ag clays experienced by Puolic Semce. Howevel'". 1'\r. Kally offered no 
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basis ~or his o~inion that ~ rtsu'~in9 cc~.s, arising·out 01 early 

payment of wages and sa1t:-ies, we.s reuonable. We itgr1!e with ~ Staff 

thllt it i s necesS4r,y t:l an! 'l yze al:'tUII l , ead and , a 9 days t:l cletermi ne 

whether they are c::>n.siS""'..errt with the theCl1"'y of ewe and whether they art 

reu.ow'e. To the extent~at lead 01" ',g days Irt unrtuenable or 

inc:cnsiS""'..ent with II ewe UleoI"'Y, we beHeve 'that 'they .sheuld be Pl"Ol>!trll 

adjUS""'..ed. WhateYer aCilrinistntive CC1'JYenien:e IIIIIY a=rue to the Company 

from the early paymerrtofwages. it does not nec:.essari'y follow that 1:be 

C'Wt a11OW1ftce shoulq be ifla"'Hsed (an in~ Dome by rrte~) in 

w-c!er "to a:cCllllllOCiate this adllrinistn'tive =mY1!nien:t to the CoIIIpa7l.)'. 

~ing'y. the CcaIIIrission accepts the lUff's adjustllltnt wi'.tlt l"egaN! to 

the ear'y pa.)"lllen't of acillrininntive PI;YI'Ol1. 

The Staff ~cI a simi1ar philosophy when it _de 4fl Aaj~nt 

to 'ag days for fnndlise 'fees, ~ .acthlstment nf'lecu 18g dlYs "that 

WQu' d occur i,f ":he toaIplmY 1IIi if "these fees on =ae dates' nthe!'" 'than 

Putl'ic Service's pnc:tice of payment befon 'the Que dates. ihe Suff 

abo calculated ~e 189 days fOI" sales :tax .whidl "the Compan;y's 

comprehensive iead 'ag nudy clid not inchlde. We agI"H wi'ttl the Staff 

that'ttle F"l>!tr ~n": of 'the expeftSe lag days for franchise fees 

and sa' es taxes Sboul d be ca' culated based ~~ 'tile ~C'tul' clue Gates. 

"ther 'than v;>on 'the dates .wbf!1I the Cozr%pa7l.)' dIooses 'to make payment. 
Pub' ic Semce J.lSed a silllj)le ranciOlll saJll!)1e ·of residential. 

tmIIIItma' lind i ndurtr'i. i meten to a I eUi i1:e "Vemlt 'j 8g days. (;oweyer. 

we agree wi'th Sttff witness £kland -that hd>1t: .Service should use • 

pl"OJ)er1y str:t'!fied ranQom $1iiij)1e lihich WQu1cl be wei¢tted by the 

J)t'I"'C!ITtlgu of revenues from each ~I" class. iecllJ.ISe 1t is !'T'ObBJ>le 

that different custtllller classes have ,diffennt JllJI'IIItnt hBJ>1ts. a proJ)el"".Y 

r..rltifi!c! ranciC=· sample woLlld nve.' 'tile proper numi>e1" of 1'1tyenue lag 

cays. For exampie. Mr. a:'and macie the usllllljrtion 'tI'l!t CCII'C'IIeI ~jll. 

;'naUS':ri !, and pub ii I: luthol"'i't:y :uS""'...omers Ire lIlOrt pro=;rt than 



that this promptness ..,iii imp~ve in the f~tu~ oecause these classes 

will be assessad a lata char.-ge For overaue bills, while the r1!sidential 

class will not be subje<:~ to such a charge. If these aSSLUll'l)tlons prove 

1ncol""M!Ct. a stratified random sample win r1!veal that. 

The Public: Service sample of customer- payments did not include 

revenues fl"Olll umataMld. sales. to public. authority custamer-s and stu 
department customer'S. The. proJ:)Orti on of 1 ndustr1 a 1 revettues to tcta 1 

revenues sauq:ll ed. was .0015 pen::ent 1 n Pub 11 c Servi ce' s samp 1 e. However. 

the inaurtrial elassifieation ~resented approximately 12 pen::a~ of 

Publ1e Service's total sales for 1982. AssWllin9 that the" are difh~t 

payment n~its for each custolller class, PUblic: Service's simple sample 

distol""tS the nWllber of revenue- 1a9 days because revenues fl"Olll the 

inctustMa1, PUblic. authority, sales for resale and." steam de-partment 

customer'S in the saDq:lie were nat W4lighted for the-il"" resPK'tive 'tOtal 

cont11but1ons to total C~any revenues. Pucl1c Servic.e did not offer 

any rebuttal eY'idence to countel"" the: Staff's op1n1o" that:. riiffer-ent 

cust.ome~ I:lasses lIave: cl1fferent payment habits 01"" to !"'Ibut the. Staff' $ 

c:crrtent1on that a. strat1fied.randClll SaDq:l1e is superior to a simpl. randOlll 

s..,l •• 

The Staff also d1sag!"'led with Publie Service's method of 

ccuntjnq revenue- lag days. The numbel"" of !"'Ivenue lag days is clefined as 

the number of days be'bleen the Illid4)oint of the service- period and the 

date payment for that service. is reeeiveel by the C~any. Public Service 

has determineel that-the" an 43.S !"'Ivenue lag day'S. However. the StafF 

reeClllllendeel that the revenue lac; days be pinpointed at 43.0. Both 1:he 

Staff and Public Service assume thit the se~ice period bt9ins and end.s 

at noon on the dates that the IlIeter i $ read. Both the Staff and the 

Company count the beginninq and ending days of the service period. as half 

da~ in determining th .. lIIid-j)oint of the service J)eriod. The only 

difference between the Staff and Public Service's calculation of revenue 

lag days 1$ in th .. treatment of the clay that payment 1s ~ceived. 
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The Staff cOI'i~nds that tht p~yment date shou1 d not be coun~cl l:>e:ause on 

that day the company can PI.!'; the fund! ~ its own !:Sf!. !n its 1ead-lag 

~dy, ~ub1ic Service silrilarly s-..ate~ that the payment tiay is not 

counted as It 1ag day. However, on rebu':""..al cross-eumination. Public 

Service witnD_ss Keny tertified that f>uj)1ic $emce's previous r.::atement 

was in eM"Cr in 'that tile date payment is re=eived should l:>e counted as a 

.haH day. PubHc $emce. however, did not offer ~any evidence 'to jltS't'if,y 

wby the pa.)'lDeltt date Sftou1I1 be counted as a half Clay. 

We 19""H"'tll&t the Staff's method of counting revenue 'ag days ls 

cons; st..'"fIt 1!I'It.~ '1"tS method of count; n9 upense 1 IS da,)'$.~ ihe Staff 

cou~..s u;.ense lag days from &nC inc'ucHng the mid-JIOint of tile service 

period te. but net including. the cIlte the Uj:lertU ts paicL. $ilJce the 

~an.Y does :lOt have the use of "the funds on 'the clay 1:he -expense is 

!:Ilid. "that elate is :lOt ;n::lucit:d as an expense hg clay~. tonverse1y.sine. 

the ~ does neve 'the use of the ftmdsim 'the cIa'ta "Pa,.nt ~r 

service is received. that ~te is 'bOt inclllcled u .anvenue lag day. 

!>ui:lHc Service =an'b .i1:$ ~nse lag clays mng 'the .same 

ae'thOdo' ogy as the Staff. However, tbe Pld> lie Servi ee I s method of . 

counting nvenue lag del'S is in=nsir..ent with its _tbodof =unting 

expense 1 ag days. Pub ii c Seni ce' s trHt:IDeJrt of the 'elate j)l)'ment for 

ser:vi::es received as a half "clay in 'the l"eVenue "9 day ruults in 

c1oub'e-dipping. If tile date payment 10l" service is received is eounted 

~ III 11. f. revelUl! 1 a 9 day. ~en 'the ~ an both earn i:rtl!1"e$t on 

those funds and earn a l"'e':UMI ~ l"Itepayers thl"OlIgb inc1usicm of 'those 

Pub' i c Sel"Vi ee tmlll'lel"lW thl"'H ways "to .count days wi thres~ 

to nvenut 11~ Ino ex;.ense 11112$. Count the fi1"rt clay hut not ~e 1ut; 

do not ccuntw -fi nt, Dirt =unt the last; .or =unt fTo1:lm the same tile 



determine ~,e ~venue lag. We disagre~ with ?ublic Se~/ice and believe 

that the sea ff' s method of counti ng revenue 1 ag days is consi stant ',oji tIl 

its method of counting expensa , ag days and t.'at. acco~i ngly. its 

methodology should be adopted. 

During the hearing. Staff witness ~land did not calculate a 

specific Ole ~ireaent for the electric.. gas and staam departments. 

~spectjvely. because each figure is dependent ~pon the final ~venue 

increa.se authorize<l in tnis c1odcet. An increase in earnings produces an 

increase i n ~nt f ncOllle taxes whi ch has the effect of 1 oweri ng trie coile 

requirement. Als9 the earnings deficiency f~und, by the Cammnssion i" 

this docket affe«s franchise f~s. sales taxes, and Federal income tax 

deductibility of long-term debt interest. As a result of a CQmmission 

authorized return- on equity of 14-.4 percent and an authorized l'"9turn on 

rate base of 10.Z1 percent. and after lllaking various pro forma test-year 

adjustments. the- C1AC ~irement for the three departments before mc 
allocations fn the electric departcent is as follows: 

ET ectr.1 c depart:llent S 600.139· 

Gas department 

Steam department 

F. Suman of Year End Rate Sase 

$8.310.988 

$ n. 175 

We find that the' netyear-end rate base for Public Service's 

Electric' Department totals $1.554.425.687 and is cOtllprisad of the 

fo 11 owi ng items and amounts:. 

~rch 31! 1983 Electric Year-End Rate Sase 

. Utility Plant in Service $. 2.149.158.450 

Utility P1 ant. Hel d for Future Use 

Construction Wo~ in Progress 

Common Uti Ii ty Pl ant in SeMi ce A 11 oca ted 

Prepayments, 

Utility Materials and Supplies 

cash Wo~ing Capital Requirements 

Customer Advances for Construction 
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1.421.721 

53.233.208 

57.720.950 

1.578.680 

102.919.492 

500,139 

26,783,598 



&~$$ Y6a~-£nd O~i~inal Ccs~ ~ate e~se 

!.ess: 

Rese~e for Dep~:ilt,on and Amortization 

Dtber .Etefel"n!d tM:CIits - Renne for 

Rep'a:ement capacity 

bte ectn Anoated 1:0 me 
Jurisdictionli $aies 

SS2 • ass. 099 

"3.BiB.Sl0 

$ 1 . e54 .425.587 

We find thlt the net year-end rate l>ase fOf" PuJ)1'l: $eMC"S ;,as 

Department totals $25e."2.285 and 1$ comprised of tnt following i~ 

and lJIIOunts: 

Utility p'a~ in seMc .. 

Utility P'lantHeld for Fvtuf"t Use 

tonrtl"Uction Won ;n~reS'S 

t:.omon Utni~ Plant in seMet -A1ioa"ted 

Pf"tpayments 

.utiHty Kaurilis and SUlJt:lHes 

Cun Woning- ~~ta' Reqt.t; rements 

t~stomer Advances fOf" tons"tl"Uction 

Year-£nd Gross Origina' ~ bte )aSt 

!.ess : 

Reserve for Depreciation and AmortintiOt'l 

Year-£nd Met originll test Rate ~se 

-31:-

$ 340,240.409 

1' .. 273 

3.34'1.089 

-45,072.DBO 

ne.1U 
15'7,'755 

S.310.9SS 

(5.704.2131 

'39.500.'&5 

S . 258. "2.2!S 



We find that trle net yei1r-end !"'at! base for Pub1 ic Servica's 

Steam Oe~artment totals $9,421,128 and is comprised of the following 

1tams and amounts: 

Utili~J Plant in ser/ice 

Utility P1ant Held for Puttu'" Use 

C4rrstnct10n wort; in Pl"'O<I"SS 

·Common Utility Plant in service Allocated 

P!"epaymesrtS 

Utility Materials and'Supplies 

casb WOl"!c1nq callita1 Requi!"!lllen'ts 

Custcme,.. Advances for Construction 

Year..£nd. Gl"OSS Original C4st Rate Sase 

l.!ss: 

Reserve for Depree1ation and Amortization 

Year'-emi /tet Original Cost Rate Base-
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$ 

$ 

$ 

lO.2S0.asa 

7 

_ (4001) 

64,032 

7,~10 

4,145.034 

1l.17! 

o 

5.116,4.47 



We find 'ttlil!t 'the eom:rlned net year'1nd 'rate base of the 

~1e~~ie, Sas, and S'team ce~artments tcta1s $1,921,965,100 and is 

comprised of -the fol1~ng items and amounts: 

March 31. 1983 COftQined Year-£nd Rate Base 

tr.;;lity Plant in 5eI"Vic:e ' 

utility Piant Held for Future Use 

ton5tMfetio~ ~rt: in PT"09'ress 

tOllDOI'I Utility Plant in Semce AliOl:l.ted . 
i>ret:Iayments 

tr.;;1ity ~terial and Supplies 

Cash Wort:in; Cap1ttl ReQuirements 

Len: 

~ese1"'\'e for DepM'lc:11't4cn and AllCrtiD'tion 

D-.ber Deferred Cree1ts - lese1"'\'e Tor 
R~1ac:ement Capacity 

b'te But A"oc:ated "'to rue 
Jvrisdictitmal .sales 

$ 2,505,£>&8,923 

i,438.001 

$ 

112.257 ,002 

'.8£4.0~9 

107,222.291 

8.982.302 

(32,487.971> 

'U.S7B,810 

S ',S?i,965.'OO 



!! 
RATE OF RE:iURN 

£ad! of the Tour- I'1.te--of-return wi tneues in thi $ proeee<ii"g 

agMted that an aritnmet.1c:a1 med:anism should be use<t tx) derive -an ovel'1.11 

I'1.ta of return. Specifically, an I'1.te--of-l"1!1::trrTr witnesses summed the 

wefgtrted cost of &ad! c:at)ital c:ategol"Y te 4erive an ovar"al1 1'1.te.-of­

J"1!turn. In dari'lin~ the we1gbte<l cost 01 eadt capital c:atagory. the 

l'ate--of-l"1!turn- witnesses utili%e<i the following Pul)Hc Sel"Vic.e March 31. 

1983 capi tal Structure: 7 

ca2' ta 1 i zati on B!!!.2, 

I.ong-term [)eDt $ 808,564,978 44.~ 

mfe1""l"ed Stock 229.400.000 12.59': 

CcIIIIDon Equi ty 703.358,747 38.59~ 

OeferM!d Taxes and Reserves 81.%8+.438 4.48 

TotaT iD~822160a;163 100.0~ 

71l!-. MaI"'CUS. testi fy1 itS on behalf of the Ci t1 as. used ff gtll"'eS whi eh 
deviated slightly fl"Olla the other- I'1.te of return witnesses, based on a 
4efer'T'e<i tax adjustment pr-oposed by Ci ti es' wi tnass Mr. Oi rmei el"'. 
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B. Wlst of looM-rem Debt. ll'ld !>r-eferred Stoei: 

Ho ~~rty er.ai1enged the :os:s tssigned by Pub'i: Se~iee to 

, ong-term . ciebt and pNferreC! stoel: in 'the Glt)un""..s of a.35 pereelrt Ilnd 

7.43 per::;errt., resf;lel:t'ive'y. Aec:ording1y, those Ns;>eCtive com are 

aciopteel by tile CoIzmiuion in this cIocke~. 

c. Rite of Ret!.'1"'l'l on EQUity 

As in.the pm .. 'the parties were not in apreemelrt with respect 

'to the proper c:ost 'to be ass; gMeI to c:a:mDOn equi ty • On the bU; s of the 

rec:ord _de in "ttIi $ proceedi '1'19. \ole f; ftd that I rne of retu'Ml on 'Pub 1i c 

Semce's n-..e bue of 1.0.21 per:ent and a rate of retuMI of 14.40 

pe:cent on equ'l:t,Y is fair and rel$onable, .sufficielrt 'to maintain 

financia1 integrity. to l'ttl"act ~ity cel'ital in 'today '$ marte~, - IlnC 
. 

I':OIIIIlenst.tl"'lte wi'th rates of 'M!tu'Ml WI i".,.-StIents of other ente\";)rises 

hiving co~onding risks. 

As ;'1'1 'the ~. 'the Commiuion finas and concludes that 'the 

c!1scounted .ce.sh now (ncr) 1IIethoclo1ogy ;s &cee~t&b1e 101" clel"iv1ng .. fail" 

rate of·'I"I1:Ur'n on COIIIIICri'I ~quity. A'1. of 'the inte,..,enO'l"S and the Staff­

used lIrinor variations of "the tndi'tional Dcr IlIe'thodojog:y c:onsiS'ting crf 

the dividel'lG yiel d III liS gr-owth to clet.er'llrine a ~ndation fM J"!'tUr"n 

WI equity. .The l"'eCCIIIIII!!nda'tions lllade by -the Staffanc! im:ervenol"$ Ire as 

follows: 

Inte,..,enO'l"S and Staff 

lte=mencled 
tHvi elena Yiel d ~ Sl'1)W'th : Retur"n on Ecui~ ~ 

Cities 10.5 4.0 14.5 

M.r'. Si Snel"OS 10.3 4.0 14.5 

r;.A 10.3 4.0 14.58 

Staff 10.3 3.>-4.5 13.8-14.8 

S;:-:;), wi":tless S't::>ln'lt% initil1iy :-ecommended 14.9 pereen~: the 14.5 
per-:ent fi guN is cieri ved from i="":.A I S s-..atement of pos1:; on. 



PI.Ll:IJic Service also used a Oc.-=- methodology for the pUl"j)ose of 

deriving a fair- nte of return on C'ommcn equit'/. However, eublic ServiC'! 

did no~ usa .hat came to· oe descrioed during the pl'"OCeeding as the 

traditional ocr methodology, out rather used what 1tdenolllinataa as a 

"refi ned 00: methodology.· Purtuant to ; U refi ned ocr methodology. 

PubHc: Servi~ c:onclude<1 that the pl'"Oper rate of return on common equity 

was at least 15".1 pereut whid'l nte incorporated l. growth rate_of 4.33 

pel"Qfft. 

With regard. to: 'the ctfvidend yield terril. the" 'liaS general 

a~ on the qse of i traditional OCF formula by Staff W'itneu 

Jorgensen~ Cities' witness MaI"CUS. and F'EA witness Stohi=- Staff 

witness- Jo,;,gensen uti1fzed avenge yiEtl<ts of PublfcService durf.ng the 

thirteen weelt. twenty .. s.ix weelc and fifty-two week periods ending January 

'0. 1984. Avenging these· three time periods. Mr-. Jorgensen concluded 

that 'the dividend yield was 10.3 perc;ettt. Dr. MaI"QlS used the average 

twelve--mon1:h' yie.l<i. of Pllb11<: Service fel'" the. ea.ient1ar yea", ending 

Dec_er 3r. 1983' and conc:tudet1 that. 'the avenge yield was to.5 percent. 

(Dr. MaI"CUS also ea.lculated a. four months avEtnge dividend. yield of 10.2S 

percent. for Pulr1fc Service-.. but M!C.OIIIIIeftde 'that. the 10.S perc:ent 

ctfvidenti yield. ffgtf1'e be- used.) Dr-. Stolnit:. appearing fo" the F'EA. 

a1$o l"eCommended a- lOS per-:ent. dividend yield based upon his fnitfal 

review of Public Serv1~'s position wi'thin 'the capital lllarke~ as a 

whole. 1lr'. Stolnit: pointed out that average Pllb1fc Servi~ yields have 

been fallfng since 1980. amving a.t 10.4 pereent u of February 1984, 

that 10ng-taT'llt fntel""l-St nUS al'e expected to l"eIIIain relatively _stable 

fOF the next 12 tl) 24 and that.. A-t"a.ted bonds al'e' expected to remain 

stable or fa.ll in the nut. 12. to ,4- mon'ths. 

In calculating the dividend yield. Staff witness Jorgensen used 

the average of the annualfzed declared dividend -at the beginning of each 

of his meaSuring periods and the annualized declared dividend at the end 



of each of his me~$UMns periods. In ca)cu'ating Public Service's S'tDct 

pl"'ice. Mr. Jorger.sen used the average .of the high ant! 10w 12rtet pl"'ices 

fer ~ach of each of hi S Illee.Stll"emen't peri oels lnd then n>unded off the 

yi e 1 c! fi gures tD the nearest "ten bui s poi nts. f>t.:b 1i c Sem ce 4't'teIIPted 

-= sbow thl"'tlUgh CM)SS -exuri na ti on 'of Mr. JOl"gensen that hi s use of an 

unweighted average of tM. amwa1i::eiI ciec'a':"ed dividend rather' than l 

weighted average crHted A downnrd biu in 1:be dividend =m;:cnent. The 

use of an unweighted .verage versus 1. weighted .verage ma.kes ItO 

difference in the diV(io.nd camponent tor :he thirteen -weel: and 1:Werrty-six . 
week yields. ror t!XIIIIl>1e. if .a .utiHty had 'CIec'ared 1 .dividend of 44-

cents for -=ne fim quarter. Ami 46 tents 101" the secenc. tbird and 

foul"th quarters, the lU'uwe.1iud diYideml for 1:be thi~ yie'c:I 

(fourth qual"'ter) is .$'1.84 em both a-weigtr..ed and an unwei.ghted Ive1".ge. 

For the same utiHty, the ttnnu.tH:ed 4iYi dencl t01" "the 'tWe!I't.Y-S'ix week 

yield (tbird and tOlll"'ttl ~rters) is:$'1.B4 :on ! ..weiglTted and an 

'unweigtrtedlverage. F01" a .ut11i'ty tba't had .. dec'.am 1tIYi4end :sf -44 

.cents· for 'the fil"'rt. se=nd .and th.1rd -quar:ten. and 46.:tnts 101" "the 

foIt1"th quarter .. 'the annualized 1tIrldend for 'the 'thi1"teen weet yie1d i.s 

$'1.84 on both 11 wei~..ed and an ~l1W@igln:ed average.. The annua1i:ted 

dividend foto the :twerrty.S'ix weet yield ·of thrt utili'ty is, :$1.80 on both I . 

we; ~ and an unwei ghtecl average. 

In measuring :he diviOi!nd component m fifty-two week .)"ie1ds. 

average win be g'l"ee'tel" than the lmWI!igln:ed .average. tonve!'.Sely. if the 

c!iviciel'lo is rai-sed dUnn9 tM fow~ q-.ml"'tel". 'the weighted ,.average win 

be 'ess thin 'the unweigtrted avenge fen- "the fifty-two week yield 

calculations. It is true "that if the aividend COIII;IOnent is 'owel"1tC!, Ind 

the pn~ is held cons""..ant. 'then the .)"ie'd win be ll)Wl!~. However. 'tht 

timine of the dinaend l"lise sboul:1 be reflee'"'..ed in the lllan~t Jrric:e of 

.!he S't.O:I::. Therefore.. we beHeve the S-..a'!'f's use of "/:he average of one 

hunered and four 1IIlu""l:;et prices in the fifty-two week .)"ielc!. t%>gether with 



tne ~nweigh~ad average of the annualitea declared dividendS a~ the 

beginning and ending periods has ~asonably cap~urec inves~~ 

expecta~ions as ~f'ec~ad in the fifty-two week yield calculation. 

A~cOrdinglYt fo~ pu~oses of, this docket, the Commnssion states and finds 

that a yield of 10.~ pe~ent should be used fo~ that element in 

de.".,cotng th. overa 11 rata, of nturn on c:olll2lOn equity. 
. 

wtth ns;lec:t to the growtn c:OftII)onent. P'Jblic: Serytc:a wluess 
. . 

SUlllDUS rKOIIIIIIendad 4.33 pe~arrt. Staff witness Jorgensen nad a 

rKQllllleftdeG range- of 3.5 pereent to ~~S pe~ant. Citles witness D~. 

Mareus had a range. of 3.S pereent to 4.3 per-eent and ro ..,tuess. D~ • 

• Stolntt%. made a 4.4 per-eent ncommendation. 

Staff witness Jorgensen analyted gl"OWth 'in earnings and tn 

illl!)crteci book. !ialu .. as well as gnNtb 111' dividends. H(Nevel"'. MI". 

Jof'ltensetl rKOIIIIlende4 that gMW'ttt in dividends on a historic: basis \IiOuld 

De the best PI"'OXY for c:umnt investor eX;lectations of 91"OWth to- be 

pr"OC1uctd.. by future condttions:. The low end of MI"'. Jorgensen I s range 

(3.5%) nf)resenU a fiv .. year patum of dividend 91"'OWth for' Pu.I:Ilic 

Semce;. wt'Iereas the high end, of his range (4.5%) npresents a un yea~ 

averag .. divldend g~ 'o~ Public: Se~ice. D~. Stolnitt found that 

recent dividend growth paturns would support a 4.4 per-eent dividend 

~ p~jeettort. but UPOn c~ss-examination. it became clear that this 

was more than a C:l:lnse~at1Ye ncomendation and, in fact. would have 

se~ed as the high eM of a. range- had Dr. Sto.lnit% l"ecomended a range. 

D~. Mareus cl:ln$ide~ growth in book value-. earnings. dividends, payout 

ratios and nturns on eQuity for his derivation of tne growth c~onent. 

Although his overall nccmmenaation of 3.S pereent to 4.3 per-eent is well 

~th1n the recommendations of n~. Stolnit% and MI". Jorgensen. it muSt be 

noUd that if D~. Mareus had limited his analysis to dividend g~wth. his 

rKoaDenda'tion would have p~bably have been in a more naM"'OW range of 

3.59 pe~ent to 4.28 per-eent'. 
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In aer1ving his prcje:ted diviQ~nd g~~ ~tte of 4.lS ~er;ent, 

!>l.ttiH: Service witness BtIlII;Ius uti1izeO prcjeeUd dividend srcw'"JI nus 

from three financial inst11:Utions: Value L.ine, Ar9us Ind Solomon 

Bl"'others. we tleHeve that ~ dividend ~ I"llte pattel"'ns lre I moMl 

re1iable indicator of the grOW'th e1ement than fu":urt growth I"'tUS as 

):)I""OjeC1:eO by three financial inm'tUtions. A:r:tlMl.'ng'y, fol" PUI";IOses of 

thi s doCket. the Coami $$1 on S""..aUlS and f"l nas that a fOllr percent 9T'Dwth 

rate should be usee! for 'that element 11'1 developing the oyeT"al~ ,I"'tU of 

ni:ul"fl on :=raon equdty. 

T>1Zb li: Sel"'vi ce 's prcposee! Mlfi nee! rx:r me'thoGo 1 C>m' c:lesenes 

cDllllllent. !>ubHc Semee adju~ the tr'adi't'lDna1 l'Icr 1II!'thodolom' 1'01" 'the 

fact 'that dividends ere paie! foUl" tilllts a year I"lther tilan on;:e I. YHI", 

an~ !.Ssumes that investors !"eqUi1"e an .crtbenrise highel"nt&-of"~Ml 1::> 

Ct'IIIIpensate 'them for the ti lie va 1 ue of 'IIIOney. 1n D"I:tIeT' W'I"1!s. 'PUt! He 

SerVice's Mlfined D...'"f" me'thoe! -USUlDeS "that if a s:ated annual rate of 

i-etul"fl of ten pel"Ctftt is l"eqUi ncI by .an i nvestOl". ~"the investor· knows 

. tie wi'" be paid dividends fovl""times I ~Hl" ~,. ~n I)nly at "the end 

of tht yeal". then 'the M!a1 '!"Ite of l"e'tUl"n cielllanded by the 'Investor is 

1IJC)Ml then ten l)erc:entbecauSe he wi'11 MlCeive dividends 'qUarter'!y nther 

tilan annuany. Aa:oMlin.s 1::> MHc Sel"Yice. "the 'traditional ncr method 

!.Ssurae.s one annual cHvidend payment lit the end of the ..YHI" nthel" :ban 

foUl" C!Ulrtel"1y cfivioend peyments th!"OUgbout'the year. ·Sinr:e. in fact, 

cliv'idenes 1M: paid quar;tel"i,y nwl" "tilan annuai1y. f:lub1i: SerYiee 

minuins that t'r'aditione' OCr underr'..e.~ illVes:1:C1" l'eqIlfl""td 1"e~. 

because an ;1'IVeS""..o~ l"e~M!S 'net onl"y a S'tl~ IMIS!.' nte of 1"etUl"1l 'Dut 

a1so the ack!itiona1 Mltul"fl ciel"ived froom the 'time va'"e of money whi.d'l can 

tie re1ized thl'"Ough ninves-:ment. This is 'the tint time that 'this 

Ml'fi ned J)CF _tnooo 1 oRr has been presented 1::> thi s CcIItri ssi on, and 'h1lli c 

Sel"'Vi c:e di d nc!:t dSlOnstrate 'that aC'"'..ua 1 i nvu-..ors. or investment ac1vi sory 

se:-vi::e.s, 1"t1.v ~on II so-::e.'iec nfinecl ocr methodology in meuur1ng 

inves-..o:- ex~::u':ions.. The traditiona' Dc::' methoeo1ogy j)M>vides ! fl'f1"1.v 

sil!l;)'e'fC'T"IIW1ation that 112.v be applied etsi'1.v .by inv.es-..ors or inve~t 



houses. TheT"!! is no evidence that' an investor or investment house 

!Xpects a re9tll atory OQdy. such as thi s COIIIIIri ssion. to utf1f:z:! the more 

complicated formulation proposed oy Public Service. In any event. we 

beHeve that the Mtfined DCF. methodology has a conceptual flaw. ine 

refined ocr builds into the dividend calculation. as fndicat-~ above, ~~e 

time .,a 1 ue of lIIOney for the parot. of the year the ; nvest=r has usa of the 

divfdend. 'The inves't:lr has use of the ffl"$t quarter dividend far nine 

lIIOnths -froom the Gay the dividend is l"K&ived, of the seCond quarter 

cHYidend for six IlICntl'ls.. and of toie third qua~..er diviciep<i-for three 

lIIOnthS'. The I"&tined oa method. colllPensates the investor fo'l" the amount 

equal to the. cHvidend paid. 1'11.1$ the amoUn1! which could be earned through 

Mti nvestment of cH vi dends. 

When the. invenor has I"K&fved a dividend frOll Publ1c Service he 

is f-roee to spend the divi dend in any manner he chooses, 0'1" he is free to 

reinvest the cHYidend fl"Ollt PUblic. ServiCI in SOllIe other manner such as 

deyxlsiting it fn a bank or Mtinvesting in Public Sel"Vice stock. If an 

investor rei nvest:s l1i s di vi dend i 1't Pub 11 c: Serrl c:e st4dc. then the 

ratepayen aMt obligated; to pay a returrt on that reinvested dividend. 

HoweVer,. if an investor' reinvests nis dividend ill' a bank,. then it is the 

bank and not the ?W:IH.e Sel"Vice ratepayer that. fs required to pay a 

rtturn on that. Mtinvesta<t dividend.. We agree with Staff witness 

Jorgensen and C1 ti as wi bess Mareus that the refi ned ocr wou 1 d r-esu It in 

double compensation for investors" once through the allowed ra"te of 

return to the utility, and a second time by inc:luding the r-eturn for 

rtinvestment on dividends. 

Finally. we are of the opinion that if investo'l"S. in fact, 

M!qUin! a greater Mtturn that that whic:h would be supplied by uti1i:z:il1g 

the traditional ocr methodology, that. win be accomplished by the 

downward ac1justment of the market price of the stock n!sulting- in an 

inC7'1!UI! in the rate of n!tul'"n. 'The downward adjustment of the price of 

the stock wi" increasa the expected dividend yiel~ and there~y correct 

any understatement rtsu1ting f"l"OIn t.>te application of the traditional ocr 
methodology. 



Determination of the cDm;losite cost of cltJ;lita1 (when the fair 

:"ltte of l"'ttul"'n on ef/Uity hu been. set) is euny derivec1 from Pui>1ic: 

SeT"Vi ce I $ capi'ta1 s'l:1"V~T"e and 'the cost of 1ong-tel"'m debt. prefe~ 

$~Ct and com=cn $tCCk. We ~ind the composite cost of capita1 for Pui> 1i c: 

Service is 10.21 percent derived as follows: 

!mE...: ~ crwosrn s 
lDng Tel"'m Debt .ssoa.S64.i7S 44.36 8.36 3.71 

Pre fel"'T'ed Stock 29.400.000 12.5.9 7.43 .94 

CoIIInon £cp.l1'1:y 703.lS8.747 '38.5.9 14.-40 5.55 

Oefer-red 1ue.s 
and ReseT"Vts 8i .284,438 ~ .....L- () 

iota' $'1 ,sg2, 50s, 163 100.00 . 10.21 -



'III -' 
REVENUE REQUIREMENT 

In order to determine the ~venue ~quirement. it is neeessary to 

determine the ~quired net operating earnings base¢ upon Pub1ie Service's 

net rate- base. \ole have round that the p~per rate of return on tna"t rate 

base i $ 10.21 percent, and the p~per return on equ1-ty i $ 14.4 percent. 

Thf $ meanS. that the requi I"'!d toU 1 authorf %e<l net operatf ng earn1 ngs of 

Public:. Sel"Vfea- a~: $ 196,232,537 (.$ 1,921,965,100 times 10.21 percent • 

$' 196,232:,637). 

It' h neellSsaJ"Y to subtract. the pro forma net operating earnings 

of Public Service' in the ust year, as adopted herein, fMm the requirea 

. net operating earnings in order to detal"'llrine tne fndieata<1 net ~perating 

earnings defieiency. cartain adjustments- to aetel"'llrine the pl"O fonnanet 

openting earnings of Public Semce for the test year have b"n Pl"Oposed. 

which proposed adjustments are discussed below. 

A. Advert; si nq 

The Ccamission allows. as a pl"OJ)er ratalllaking u'llense, 

advertising that is. related. til five atagorfes.: conservation sj:leCific, 

insulation, safety, ~ergy eonservation audit'. and c:onsumer> $el"Vices. 

Only intel"Venor> Sfsne~s al"gUed that the CQalRssion should cHsallow 

$448,800 fn safety acts'and $202,..2SS in dlJpTieate ad eosts for ads 

appearfng JIIIOre thanonc:e and whidr are not included in the safety 

categol"Y. Al l:ernative 1y, i ntel"Venor Sisneros urged that the Conmi ss; on 

disallow all <:eSts- of Public Sel"Vi~ advertising on the basis that neither 

Pub ii c: $em c:e wi tness 101; dwi nter no!" Pub 11 <: Sem ce wi tness Pi erc:e eOIJ 1 cI 

testify that the acts met the Coriarission's- standards for inclusion of ads 

as appropriate rateaaking l!X;lenses. 



ThE Commission h~s ~iU!lined all of the advertising submi't"'"..ed by 

?ub'i: Service in this docket. and, except 'as hereinafter noted, we'find 

that ?ub 1i c Sem ee '$ advert; si ng expenses llIeeU tbe c:T'i ten a for 

inclusion in the ategories of ailowed advertising e;q:>enses as above 

enl.llera'tef:1. i>ublie Sem'ce aid not submit a =py of the ae! in the 

c=nsumer services ateiOT')" on Page 95 of £xhi!lit 23 which ad =rt 

$'11,039. I.il::ewise, i>ublic 'Sel"'Vice die! not SllbIrit l ct'IP.Y of the eel ill tile 

safety ate9C"':)' on Page 40 of !xhibit 23 wtlid'l'ad c:ost $1B6.- We a1$O fine! 

that "the ad c:on""..ain,d on f>tpe 80 of 'Ixnibit 23 in the ine!"!ZY tonse!"V&tion 

Audit Citegory, ,wni ch -ad t::tlsts $4.373, ~i d not l>1"Uent iml"lUti on 1:0 the 

c=nsamer wtrIch is of any t>eneficia1 :value. Acecrd'fng'y,we agree that an 

adjustment in the advertising upe~e of $15,79a shou1d be_de u a 

decluct1 on froIrJ ?ub 1i.; Sem c:e 1 $. actve1"ti s'l ng ct'Ist llf se'l"Vi ce. 

B. !di son E'l eetri e 11'1Sti'tUte (£0) Medi a Advert'! si no 1>M:t9M!!!! 

Staff .witness :Steel e ade .a negative aC!jllS'tllent 'rJf .:$47. .. %39 'to 

Pub 1i e SeMi ce 's :e' ectri c Ge!)&l"'tment .aclmilli:stnti ve .anel 9tH" 1 'Ul)enses 

net operating earnings "to 4isa11owccns 'for "'the m '!IIedil aciYert'lsing 

J)T'OgnIII.. .we -agree 'that the lilll of "'tbe m .. dia .advertising ~ is a 

nati omri de maneti ng 'Pl"09'I"UI .whose goal is 1:0 boost the _ corporate 

J)M)fitabiH't,Y of utiHties by c=nvineing cust:cme!'S u .alter "their-;ower 

habiu. ~ agr-ee that SIIch Cl:lllllllmica':ion 'FCI,9r.UI Illy be of .benefit 1:0 the 

inve~..or., but we do not believe 1:blt this is 'tbe ~ of advertising that 

snoll'd be fllnced by r.atepaye,. eo11 an. Ac:::of'lfingiy. we. find that the 

S:aff t s negati ve acljuS1:IIIetrt in tnt UIOlmt of $47.m snou'd be ~dOpteC1. 

C. ttl Dues 

Intr.venor Sisne:oos rec:cmem1s that tile t:Rm:rIssiOft 11isanow al1 

of the clles })a:id-by Pul.'>1i!: SeMi'Ct 1:0 ~l on 'the bms -:hat the 1JII01m": of 
-

lny of ti:!e money spent 01'1 partic:v1ar ac:':ivities and 1:be e=rresponding 

benefit to r!te~e~ assocriated with partic:vlar ttl ac:t1vit:iu was not 

C!IlZlno:ified by ?WlHe Seme!' witness Bauer. S'"'..aff wH:ness Suele maCe a 

negative aduS"!::l:len":. of S50.~7 to 'the .lel-tor i: de;>ar-::ment adminiS't"l'"ative 



and general. expenses to ac:ount For 25 pereent of ~uclic Ser/ice's request 

for Ei! dues. M:r'. Stael e bas~ th; s adjuS1:illent: on a Staff suocolllllli t:"...ae on 

accounts report of the ~a't'fonal Association of Regulatory Utility 

ConIri ssi onel"S OIARUC 1 whi ch reeomende<l t.'1at 25 to 33 pereent be 

disallowed for EEl dues because EEl did not quantifY the dollar amount'of 

rate"ayer benefi t: associ a ted 'If; th lobby; ng and 1 eg1 slat; VI! expenses. ! t 

was explained' that various sute CQIIIIrissions have dlosen vanous 
-: . 

disallowance. amounts. S<lme sutes have ctisallowe<f 100 pereen't of ~I 

dues; otnef'$ havedisaJ1owe<1 within the 2S to 33 pereant atsalTowance 

range l'"'I!COIIIIIende4 1:Iy the ltAAUC staff $Ubc:0lI1I!ri ttee Oft ac:C:lunts. 

Ac:coraingTy. ift thh doaet:. the Staff l"!eCl'lllllended a conservative 25 

peM:etTt disallowance. Ul'ttfl such time as tile expenditure of ro· dues h 

Il101"& definitively quantffie4 between lobbying of Congress and other 

F~ral agenci~ on the one hand" and other programs which are of more 

direct benefit to the ratepayer. the CoIIIIIIission believes that it is 

appropriate .. in this docke't"., to ctisal10w 33 peM:errt of the EiI dues 

payment requested by Public Service.. Ac:=l'"dingly. we shall llIaIce a 

n~tive. adj'ustiaen-e ilt the amount of- $67 ,05% which is l3 pereent of the 

test year ratemaking: dUes requested by Public Service fo,.. payments ade to 

EEI. 

D. Comanche Tfl'l"!)1ne Generate,.. Overhaul . 
Staff witness SurIme'f*'S propose4 the disallowance of $106,675 of 

. operating !X;lenses associated. with the tul'i:line-genera'tOr overhaul at 

Public: Sel""lica's Comanche generating unit. In November of 1981, Puclic 

Sem ce f ssued a l"'Iques't for biets l"'Igal'"cii ng the tul'tli ne overllal.l1 at· 

Comanc::he which was sche<il.lle4 to be performed in early 1982. Sfx companies 

subllli t:ted rtf cis f n response to this request. Pub 11 c Servi ce awarde4 the 

controact ~ Stearns .. Roge,.. Engineering- ecl"'poration (Stearns-Roger) of 

Denve,.. on February S. 1982. The Publfc Service contract with 

Ste!ns-Roger was.a cost plus controact whidt had no upper doll a,.. limit and 

n4 penalty for failure to com;tlete the projeet in a timely fashion. With 

a cost-plus contract, the contractor could be tempted' to increase the 

pl"'Ojeet cost since his pl"'Ofit'is a flat percentage or all costs. Public 
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Serviee's 1"!.jec:-:ion of the other bids Which we~ an 'firm j:lriet prt'lposa1s. 

some of which had bonus/pena1ty c'a~ses. and i~ a=:ej:ltanci of the 

Ste~!"nS-Ko~r cos"::-ph:s bid was contrary to its own bid re~es't Which 

s~ted. "a f~xed price is p~ferreG.~ 

P1:!:llic Semce en'uat..-o en1y the two lowest bidders, 

Fcster-wheftier and .stearns~gel". rOsUl"-wheeier wu reje=ted because of 

its pel"Cfi ved , ow lIIln.hoUT' es'timate, , fleX of experi ence on Werti ngnouse 

machines and the fa~ that it had nt'Yer pem1"Rd 1 JRjor labor contract 

. for Public Semce. 'The,.. was 110 i1'ldiation that tbe other fil"lll$ cou'd 

no":: 'have done the job •. 

In Exhibit 77, Mr. Sf.mDers caicu'ated the .lIIlrgiu usoc:iated with 

eaeh bid. The JIIill"gins sftOU'd cover the eos*..s whicn an incurred by 'the 

=arpany such as office and field overhead. "tOols, .riggiflg and expenclable 

supplies, out-of-poeXet e;pent.ti'tUT'eS. other expenses. and 1>""fit.. In Mr • 

.summers IS crpi"ni 01'1. the StelM'lS-Koger maT'gi ft #f 14 -pe1"Cent strted 1 nits 

bid·was unrealistieany 'ow~ when :ompfl,..d"tO the other tidQers'lIIrgiftS 

of 30 percent to 60 pel"Cent. 11'1 fa:t.·, Stsrns-"Rogerwu }>Ii d .1 1III.1'"gi 1'1 of . 
. 

53 pel"Cent.. Also, in Mr-. SuIIIIIIe!"S ·opinion. the S-..e&rns~ger es'ti_ted 

1&!1or man-hoUT' cos*..s of $24.821 per boUT"lIIU ImI"HHstfeany , ewer ""!:han 

:he ethel" bidclers' llJan-hovr eons ·which n.ngecl fnIm SZS.'01 per 'hour :to 

$42.7%7 per !'lOUT'" It welU' ci appe!l" that bethw Stearns-Rogel" lIII.l"'gi 1'1 .and 

'the esti_ted labor lIIIn-novr eonstenoed "to Show 'that SUJtrns-i<oger 1lIIY 

-have a1:.'tl!lllpted to underbi d the "J)l'Ojec:t.. 

11, 11$0 appe!rs tI'Ia't Pilblie SeMiee wu 1ess 'tban cli1iperrt in its 

adllti ni r.;nti on -of the Steerns-Ro9t!" contract. "The CcIIIanc:he Ul"I1 t was taken 

out of $ervi:e on lfareh U, 1982 tOI" the "tI.r1"'bint OYI!!"haU' and lIIlir..enance 

wo!"k on the bon~l". The wc!"k was s:hedll1ed for eoz:Il)1etion on AFii %4, 

1982. However~ the unit W&$ m.rt letuln,y re'tUT'ned to seMice imt'i1 May 

1Z, 198Z. 
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lbe steam turbine generato!" inspec:ion repol""t" (Exhibit 74) 

initiates that Stiarns-Roger did not pericrm the job in a satisfaC::-A!"Y 

manner. Ac:erding to. tile repcl"'t, the eontractor had difficulty in tile 

disassembly of the turbine gene!"ator. mistakenly began to disassemble 

pol"'ti ons of the tu1"l:tf ne genel"! tor, dropped parts and tao 1 $ into the 

tur!)ine. and had difficult'J in the usa of the teols. Even !'ublic 

Semee's lDalIage!" of l"'!11onaT pl"Ocuction sta~ that the joe was ·pocriy 

planned and poorTy txealtad.· CE;dtibit 73) 

An audit by the Staff of the ~ission disclosed. that 

Sta!rns--Roger's home offi ce pel"$OMe 1 b111 ed. in exeess of 700 man hours to 

the CoIIIandle· tur!)i ne overhaul <:emparea ta the %0 man-hcul"$ es'ti mated f n 

the bid Pl"OposaT. - Publfe SeJ"Viee all~ the final Pl"Oject. eost to 

ove!"'/"lm the original estimate- by $377.%15. Sased upon thesa eonsid-

el"!'ti ons. Staff wi tness Swlnel"$ ~ommended di sa 11 owanee of .$'I as, 575 as a 

l"atel)ayer expense whidT is the difference between the highest firm price 

bid ana the final east of the overhaul. 

On eI"Oss-exam1 nati orr. Mr. SUlllllel"'S f nefi ea ted that Putlli c Sel"'Vi ee 

had not pl"Ovi ded hill wi th any doeumentati on whi dt weal d make him questi on 

whether the other firm pria biddel"$, other-- than Foster-wheeler. wel"'!! 

(jUaB fi ed to perlol"lll the ovemaul. Accorcif ngly. f ntel"'Venor Sf Sftel"OS has 

suggested. that. Mr. SWIImel"$' ~ommen4at:fon, which bases the adjustnent on 
-

the highest fiMlr priee eid of the qualified bidders rathe!" than on the 

lowest firm pric:e bf4 among- qualified bidders, shifts the !"isk of 

imprudent e.hoice of biaders: from the Company te the ratepaye!"s. 

Intervenor-- Sfsneras contends that the ~ord.. in this docket fnc:tiates that 

Public Service had a fir.! price from 8abcock·Wilson of $380,129 and that 

theM! is no evidence in the record to support a. rejection of that bid by 

the .Company. Accordingly, fntel"'Venor Sisneros suOlrits that the proper 

adju.stllent in this ease- should be $289,725, which is the dHfel"'!nce 

between the priea paid of- $659,8S5 and the 8a.bcoek-Wilson bid of $380,129. 



On ~ss-..xamina~ion of Mr. Summers, it wtS brought out that 

S61 .. 000 was spelrt on non-dest:"Uc:tive tes~i'\')g whieh wu outside of the 

sc:tlpe of the bit! re~est •. We ag'I"H with intel"Venor Sisneros that the 

u1timate adjustment whieh should be maC!! is between ttle u1timatt cost and 

the 10west fi rm pri ee !)i d, ra!he'!" than the uhimate cost and 'the hi ghest 

fi1"'lll j)Mce bie!. Howev..,., we believe tr.at ~ m ,000 whic:h WU sJ)tnt on 

non-cies~~ve testing. which wu ttle or.s;C!! 'the Sc:tlj)t of 'the bid 

reQUest, raurt be cleciul:ted from the ultimate pMce paid. AceoMfingiy. the 

c=ri$$i on adcfJts an'ac!justlllerrt in the amount of ma.72£ (.$659,S!! -

S51.0oo • seos,S!! - .$380,129 equals ::%28.726). 

t. CoIII'DU""..ztion of Ar-uoe Rate of bturn 

The Cities p~sed that AFlmC,fO'l" pro fol"'lll!. ratemaldng 

JW'!"POSts. be ~uted at the autl'lon%ed -rate tlf retln'1l in this dcd::et. 

Ci't'les wi'::ness l>i1'lDtit!'!'" testffi~ "that failure 'to adjust M1lDC inc=e • 

. where the Tlte of 1"!turn ;s lower "than 'the rate of 1"!t&n'1I l.utl'IoM:ec! in 

'tIa »Ut proceecIing. win !"tSUlt in PubHc.Semce .loInd~ing tin i'tS 

CWlP bt.1 ances • .,.. ... r 'the test year. 

In cleter"llli ni I't9 how "to trelt tilIP, the tomari ss; on must ba 1ance 1:ne 

interes""..5 of the ratepayers with then of the .inverto1":S who have $1.IfJfJ1ied 

the tunes for sud! eonstMIc:tion. The invts'ttlrs a't"f! requi't"f!d 'ttl sI.I;IfJ1y the 

1und.S to.,. c=ns-..ruC':'ion and to pay the usoeilt.ed =$""..5 1Iel:tssar::Y to 

t'l fiance ·that cOns'::'UC'ti on ciuri ng the e=nstr'llC'ti on J)tM ce!. ihe i nvtstOT"S 

Il"e en'tit'ecl to earn 1 "turn on ~ tunes =mmi-:ted 'for those W'l"'J'.lCses. 

The TltefJ&.Yers. howev,'!". ::to not "l"eCeive the dil"e=t benefits of neW 

eonr.:rvcticn 1ll'Iti1 the J:I1"'O})t1"ty is placed in semee. iht'M!fol"e. the 

ll"puJrltnt is made ::nat the :-atepeyeT"S Sholl'd not be l"equired to pro:vi de the 

investor-I l"e'tln"n on the C=ns':rU=tion ::to1hrs advanced by the investo1":S to 

fi nlnee the eon~cti on unti1 the eons":rUc~i on is j:)' ICed in stl"Vi ee. 
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In order to allow tne CCJIII)any an opportunity t~ earn a M!'tl.lrn on 

funds invested for construction wort and at the same time defer payment by 

the rataf)ayers of t.'tat r-eturn until such time as the plant is in saNice. 

an aeeounting entry 1 S made on the books and M!cords of the Company. 

The accounting entry takes into account the associated costs of 

financing the construction incurred during t.'e construction per10d by 

includ1ng AFUOC in OWIP. This increases the size of the jnvest=ent upon 

which the Company can yrn a r-eturn anc!: recover depreciation costs in the 

fu'tUM! as the construction wort is placed into se\"'Viclt. 

To prevent: the ·1nvestor fl"Oll yrn1 ng a CUrM!nt M!turn on tne 

construction costs. supplied by them" another accounting entry is made to 

credit AFUOC to the 1nc01lle statement:. The net effect of the two 

recipl"'Oca.l accounting entrfes 1s. to a sUbstantial degree, to defer­

recovery ~fa "tum on the. construction donars pl'"'Ovided by the investor 

until the plant is· placed into se\"'Vice. It should be noted. however, that 

to- th. e:rtent the- rate of retum a!rthol"1Zed for the utility is in excess 

of the rate at wIlieh: AFUOC ~s: charged. to construction;. to the . ex-tent tl'lat 

capitalization of AFUOC 1$ de~ayed. on a booking basis; to the ex-..ant 'i:hat 

AFUDC is. not: capitalized on small construction ...c)rt; and to the- extent 

that AFUDC is not cap.1tallzecl on pl"eViously accrued AFUOe, there. is an 

1l11balance- or: slippage wIlictt in fact r"equir:es cUrM!nt ratepayers to pay 

some "tum on the investor-j)rovided construction dollars for fut:uM! 

plant. The fact that a return on a portion of the neecled construction 

expenditures advancecl by the inves.tor is being paid for by CUrM!nt 

customers enhances the- cash flow pOSition and resulting. financial stl'""enqtl'l 

of the utility, and may l'""esult in lower financing costs to all ratepayers. 

CUrM!nt and futur-e. It also "sults in it lower value for the total 

investment !llCved into rate base upon wnich ratepayers wi 11' pay a rate of 

"turn at: the time that the plant is I)laced into seNice. 

The balance of the l'""eturn on construction dollars advanced by the 

investor aM~inq from the indicated accounting entries is borne by Fut1Jl'""e 

ratepayers who wi11 benefit from tne plant being constructed. 
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In acce~dance ~7~~ Commission poli~y. ~ublic Service hes applied 

tl'le host au":horized rate of l'1!'tlI:"n to the Ar-uDC "acid badt· ~~":Mr than 

applying tile newly at.r::hori:z:ed rate of return, whether it is higher or 

, ower -than tM 1 as: luthori:z:ed rate of reUlnl. When a new rate of return 

on rate bue is 1~..h0r1zeO, IS i't wi" be by this ~eis10n and ortier, 

Public Sel"Vice wi" use ':he new rate of 1"'e'tUnl on rate bue as ':he =Ol"T"K't 

rate to be l!)!)1ie(! u the Ar-uDt aCid bact from 'the effe=tive date of 'this 

aeeisi01'l forwarcl. Mr. Dirmeier testified in PubHc Semee's. 'an rate 

case on behalf of AMAA, In:., in which he also advo:::att<:\ that the Ar-utlt 

rite of return be 'tied 'U) ':he new 1"!U of return, rather ttlan the lu-: 

"!"'It! of return, a !)osi'tion which he has reiterated in tlTis pN>~cling on 

bei'laH of ':he tities. The Comission is nat J>!1"$uaded that ':t shaul cf. " 

c:!e~lt! from its 'tT'.aditiona1 'j)01iey which hes been .articulated above, and 

whi~"l hes bet:nll~!)1ieo "to eIlI?, al':hough. in "this lIrocaer:fi~. unlike 

previOUS 'j)roceedings, uti1i:ing the neWl)' utborize(!rllte of 1"!'b.rI'TI wuld 

resu1't ; n .1 somewhat hi gher revnue -requ'i1'1!lllen't. 

F. Interest t:nense Svnc:trroni::iti on 

Tne synchronization of in-..ereS't expense was I9Iin an issue of 

cor:troversy in -:his Clocket. A.!wugh Public "Semca P1"OJ)Osed a )'ear end 

rat! bue for revenue T."equir-ement J>UJ"Poses. 'the Compa1lJ' t:CIIIIPuted its 

i r..erest up.-..nse on 'the basi s of an avenge ,.ate bue. 'Thi s methoc:!o i Oi)' 

,genenily bas ":he effect of c:Ie:retsini 1:1'11 irrt:el"eS't 'deduction for 'n~ 

tax !)lIl"'POSes. whidl ; n 'tUM'I. eec:re.ses 'net opent'ingeaMlinss and 1eaciS ~ 

a ie.!"'gl!" revenue l"equiresnent. ,The .cities wggested that tI'Ie interest 

Uj)el'l$e ,be syndll"Cni%-f:i1 .wi'tll.wnIU'v~ r,U bue (,year enci o!" avenge) .wu 

acio!)~ by 'the Commission in 'thts p!"OceeCiing. ti'ties W'i'tness Dirllleier 

contended tblt 1"'l't!pa.,yers shcu1 d not I:>e requi red 'to =ontr1 bu-..e revenues 'to 

!he Cclm;3any on -:he be.sis of a year end revenue requirement -when the 

CCmIj.lany cioes not ;:n-ovi cie ,'the 1"'ltep!'ye~ wi th -:he fu 1 i benef; "t of the 

i r.tel"en ciedUl:':i on byt:a 1::ul l'ti n~ ":he same on the b~si s of aTi aven£lf: ra't:e 

bese. 1n sho~. -;he Cities =ontenc:!s thltt!1is inner-ent ::rismat:;l'i is one 

si dec! in f.avor of the Company. 



30th Publlc Service witness Miawinter and Staff wit."u!ss St.-eJa.-

used average rate aasa multiplied by the composite cost of debt. Me agree 

'lrith Public Servie~ and the. Staff in t."Iis regart! Since the use of year end 

rate basa clearly is an attrition alleviating allowance and is not used 'on 

any preuxt t."Iat in so doing one apPl"I:)pl"'iately matches reve."Iues-. expens<!s 

and investnent. tn detel"l'll"ining the inte"st annuali:ation. one is 

intel"'eStad in tne l1li= between the average investment and the tax 

de<iUct:fbfiit'/ of the fnta"st txl'ens. tncurrea in connection with that 

average invest:llent. Thus, it is clearly apl'l"I:)priate to use: average rata 

base for intarest,annual1%at'fon pUJ"'Poses even though' year-@rid rate base fs 

u~ for revenue requirements pUJ"'Poses. The- caumrtssion woula reiterata 

that our treatment of the inte!"eS"t expense synd'll"l:)nization is the same as 

we adopted in XU 1525. 

G.. Ncnualiut'fon ofEJeetric Sales-

Cities witness· Dil"'llleier Pl"I:)posed to increase test perioc1 l"evenues 

by tne incremental revenue attributable to an ac1ditional 2Sl.000.000 

.kilowatt hours: (kllllft) which .14r-. Cirmeiel'" claimed would bring cOlllllereial and 

industrial sales to a normal level. Public Service witness Miawinter 

test'fffe<f on rebuttal that the incremental revenue snculd be lIIeasul""ec1 by 

deducting from the inCl"l!lllentaT rate the bUe fuel cost of 1.8Z1 cents pel" 

kwh. whid'l refleets the IlrinilllUlD cost incul"'l"'e(! by Public Sel"'Yice in making 

adc1itional sal~.Sud'l an ad.;ustuent would be in the neighborhood of 

$500,000 rather than the .s.s..7 arfl1fon l"'eeOlllllenc1ed by Mr. Dirmeier. In any 

event. the Commission is net convinced. at this time, that any significant 

or tzseful IJUJ"'POse would.. be sal""te<i by the eeonOllric (as opposed to weather) 

norma 1i uti on of e 1 eetri c: sales ~ un 1 ass there. are wi de SOfi ngs f net ectri <:" 

sales caused by unusua.l cireumstances that ll""!i! not Hkely to be repeate<l. 

H. Tax Treatlllent of Contributions in Aid of Construction. 

Cfties witness Oirmeier ~mmenc1ec1 that contributions in aid of 

construction be excluded from Public Service's pro forma fncome tax 
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c~u~~ion. In add~~on. ~. Oi~ier reeQmmended the inclusion in rate 

b~~ of aeferred taxes tnlt resu1~ f~ this adjustment ~s an i~etse in 

the balance on which ~ublic Service is granted the o~~or+~nity tQ earn 1 

rste of re";urn. Mr. Dirllleier's objemon 't.O ?u!>1ic Service's approach is 

that the CoIIIpany. by incllLSion of the n.' lI'ri11ion of ::ontribU'tions in 

tutble' inc:ome. produced 1 Si.2 minion increase in revenue requirements. 

A:a>Nling to Mr. Oirmeier. PubHc Service's pl"O;'IOSlLl ·wou'ld anew it to 

collect a n.' minion cont.-ib!ltion in aia of cons-~C'tion m:.c ,.ate~.YtrS 
and then In addition~'l .$S.l milHon in l"'evenue l"eQl1iremerr"..s because of -tax 

~eat=erit of the collection. 

During the test J)eriod. f.IuI:>1ic Service nc:eivel:! I.ppI"Oxiraate1y 

Si.i mi'lHon of contributions in aid of a>nstr.u~ion. PubHc: Service has 

in i'aC't ;laid income taxes on $S.4 minion of "tbat.l3.7 milHon.amount. As 

to "to"'e "I"IIIIlining .$4.3 minion, f.IuI:>1ic Service i.s 'taking 1:he ,..-..ance with 

the lrr"..eMll'l ieverwe Service e!RS) wt that UIOUfIt is nat tanble 

(l'':hougn the IRS is mini an issue of this nationan'y).· Public: Service 

is l=nzing 'tAXes on its .boola for the .$4.3 mil Hon and is 'tI"tltil'tg 'the 

UIOuntu taJ:.lble for rateDlil.king J)UrJ)oses in -:be event'thi't. if it is Dot 

SIll:CesS"ful .with its case wi':h the In'terna1. Revenue Sf:l"'V'lce on tiris iuut • 

. it wi" have the 'tU dOllars naile,. 'to pay the IRS. We agree that it 

is certain'y ·l;lpropria'te fol" Pub1 ic Service 'to include for ntelllali:il't9 

pUrJ)oses 'the taxes aCtua',y paid on the SS.4 lIiil'ion. We a150 b:e1ieve 

-::nat in .order 'to PMl~ i~elf in 'the event it is unsucce$$ful u to the 

.$1..3 minion. tne inl:1ILSion of tues on 1:ft!'t UIOunt is also PI"OJ)er. 

If i>ub1ic: Service Clges prevt:i1 in its ~ ~i$J;IUte with 'tbt lltS 

and 'the tum is Oeemed con-'tI.X&b1e. ~ub1ic: Service b~ apreed to we an 

adjustment to its a=rual for income -taxes wtri c:h wi" benet1't ':he 'then .. 
current :atepeyeri. =st of whom wi" :.e the same u toc1lY'l ra'te;ll,Ye!"s. 

In II.ny even!, ':he CoIlImission recognins that it is im;lDssit1fi tQ!;ave a 

perie:t me:-:.."'ii between gener-ltions of l"ate))aye!"S where tax questions are 
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The Cities claim that Publi~ Service's tax treatment approach on 

contribu'tions in aid of construc'tion r-equir-es r-atapayel"S to contribute 

$18.9 minion as opposed to the S2.5" minion first year r-evenue 

r-equil"'elllent rOl'" an asset that the Company might have built itself. 'jne 

$18.9 r.ril1ion pr-eslJlllably is al"'l"ive<! at by adding to"e 59.7 :II;l11on 

contl"i buti on to tile sg. 4 II!'i 11 ion i n~me tax r-evenue r-equi rement. 'jnosa 

l"'atepayel"S involve<! iIT the former az-e, of ~Ul"Se, signifiantly. different 

f'l"Olll these. fnvolve<! fn the lrt-..ar, f.e., the l"'atapayer":making the 

~ntri bu'ti on is not necessari 1 y the same ratepayer payi ng the taxes. In 

any event, Cities: witness Dirmeier acknowledge<! that the l"evenue 

!"equi M!IIIents over the 11 fe of an asset buil t by tile Ccmpany wi to" a 

corrtl:ibution would be less than the revenue l"'equirements· of a s~milal'" 

asset built without a ~rrtributfon-. 

A1so, what. Mr. Oirmeier has done, of COUl"Se, is to aavocata 

certain selective normalization- of the book·tax timing differences in 

those< instances that !"eSul t· in reduced r-evenue !"equirements. However, as 

most of the parties. are aware, the Coumission' has not adopted 

caaprehensive normal.izatfon of boo!c·tax timing ctifference-s.. Sfnce Mr. 

Oirmeier's proposal·with !"egard to the tax effect of pel"Sonnel benefits 

fs p fn eff~, sele-c:tfve normalization which only runs in one direction, 

ft !rill not be adopted by the Cenmission. 
-r. T!"eatment of Tax Exoense for Fort St •. Vrain Oecorrmissioning Costs 

Cfties' witness Dirmeier also proposed adjustnents !"elated to the 

appropriate treatment of tax expense fol" Fol"'t St. Vrain decommissioning 

costs. :.lith regard to this expense, Public Service cUrl"ently is claiming 

a tax t1e<1uctiOft on its income tax M!turns fOr t1eeCllllrissioning costs. 

Cfties' '_itness Dirmeiel'" contends that iIT computing its pro forma taxable 

income, Public: Service does not pass on that benefit to the ratepayers 

through a tax lieduc:tion rOl'" its decommissioning expense. Mr'. Dirmeiel'" 
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claims ~at the effect of !>ub1ic Service's l"atemal:ing tre!tment is to 

:ii!1"'ge cus'tOmers twice for decollmis:sion1ng ex;>ense. In othel"wor-es. 

ac::ol"Qing 'to Mr. OiMl'leiel", l"!tepayers are ehJ.rped '!he c:!i'l"tr:t inc'l"tue in 

ex~nse fol" decomcnssioning of $769,000 for the test year in Iddi~ion to 

~es be--..5use the exl>!nse i s not dedu~..ecI for J)!"O fo1"l'llll tax J)uro;>oses, 

10din9 to an ~~l$e in 'l"tvenue requil"l!lllell"tS of S'1,499,Ooo. Mr. 

Dil"'llleier- further re=-ended an adjUS'tlllen't'tO dea' with Publil: Semce's 

simi'l!'" treatlllent of this tax expense in the put. He 'l"tcOIIIIIII!nded that 

exceSS amoUlT"'~ =1'e!;""..ed in "the put, ciut 'to fanure J!1"Ol>!r'y "to reflect 

ulWDO~zed ex~ be included as I. rate l>ue deduction in this clccket. 

Thi s 'l"tr:Clllllencilti on. wo~'. d ; nC'l"\tl.$e oJl'l!ra~ ng ; nco. by me, 000 and rec!uce. 

rIte blSe by .sz27,DOO. 

Tne c=mission fincls 'that 'the issue nised with 'l"ts~ to 'the 

Fo" St.. Yr!i n testper1 00 deeolllllissi oni"g expense is ana' ogou ".to 'the' 

.$4.3 mill,ion J)O"ion of con~bUticns ill .aid of constJ"Ucticn discussed 

above. FV1""tI'Ie!"llClT"t,.W'f'th respec't ".to 'the 'Pri~r period ~nciation, Mr'. 

Dirmeier awow'eoged thlt" over 'time 'the ratepayers win not be charged 

through Pub 1i I: Sem r:e • s rItes 1m)1"! :than the ItJ)J)l"OJ)r1ate oamoun't of taxes 

related to 'the decoamissioning e.lqIense. 1n the meantime, of course, " 

J>ub1ic Se1"Y1ce IUY lc:tu&l1y have "to pay 'the "taxes in 'the event that it 

fans 'to $US--~in its 'Posi~ion with 'the IRS. A.r:c:ordingly, we wi" not 

adopt the Ci'ties' 'Pr'Oposal iii ti'lis re91~. 

J. ASju$tm!nt fol" ~trsonne' Benefits 

Cities' wi'tr".e$s !oIr. l)i1'iieier recClllileflCiecl &nc't:her .boot--=u "timin; 
. " 

aCjust:ment .simi1ar to that l"eCClIIIIended for for"t ~ ... Vnin 4ecoaIIrissioninp 

!X;>ense fol'" ~e'!"sonnei benefits. In this doCket, $43'1,DOO of Public 

Service' ~ J)!"Oposed iru:rtase in personnel !>enefits costs of :2,407,ODD Ire 

=~pitti~%ed fol'" book pu~cses and dedur:ted ~nt'y by ~ub'ic Service for 

U.X J)UJ'1)oses. Because of ":hi s r:1lM"'errt deaucti on. !oIr. Dinneiel" rer:OI'lI'Jlencied 

~~': ':his cieduction a.ppl"Op1"'i!te1y be refieeted '1\ it cieduc-:ion of $431,000 



for pro forma tax PUI"llOSil$. effae'ti ve·l y deenas t ng tax expense ~y 

$210,000. Onc~ a9ain as pnvious.1y cliscussea in the c:ontribu1:ions in aid 

of construction section earlier, Mr. D1rmeier's proposea adjustment is a 

one-siclea normalitation issue and should not be atlowea. 

K. Tax EFfect on tne Gain of Sal~ of P1"'Ocerty 

Public Service included in operating income a benefi1: du~ to 

prope~J_ that was sold at a capital gain. Althou~h Publte Service gave 

capital gains tnatment to this gain For ac:tual tax pUl"I'oses. for pro 

fOrllla. tax cCIrI!)uut'lqmr .. the CDmpany tnated the gain as or-d1nary ineollle. 

Because ora.inary income tax ra'tas excH/i capital gains tax ra1:es, t.ie 

impact of this tna1:l'llent 1 s to overstate pro !fOrllla tax ex,!)ense and revenue 

r-equinments·. Cities witness Dimei.,.. recomended. an adjustment to i"1!<Iuce 

the tax expense and revenue requirements by t.ie excess taxes ~ncluded by 

the C~ny. The. efr~ or this adjus1:lllent would be to increase eleetr1c 

net operatin9 earn1nqs by $26,000 and gas net operatinq earnings by 

m,OOO. Public Service agreed that this a4Justment was prope",. 'The 

adjus1:lllent wi 11 be adoptl<i ~ 



In summary, ~e Commission mat~s the fol'~ng opera~ing expense 

aaj~stments to the ?ublit Servic! ~uests in the following amounts: 

t%benSe Adjustments 

Commanche Turbine Generator 
Overnau' 

Advertising ExPenses 

n ectri eRe!)! r'!::IIII!1Tt 

Et! Media Advertising ~;ram 

Etl Dues 

Additiona' federal Income Tax 
Expense on In~erest Adjustment9 

feoel"ll InC1lllle Tax o'ther than 
Interest Adjustment 

tapi~l 5eins·Adj~stment 

Additional Sutt lru:ome Tax £x:penSe 
on Interest AOj ustment9 

sutt Intone Tax Diner ~n 
Interest AOjU$tlient 

ToUl of £:pense Adjustments 

Change in Net Operating Revenue 

Plus: 

Cnange in AFUOC Offset ASsociated 
wit!: ·Rate kse Changes 

Less: 

Additiona' Changes to FtlC 
lurisdiC-:ion!1 Met D;el"ltin; aiU''Tlinvs 
due 'to the Above Changes 

70-.11 Change to Net Ope~ing tArninvs 

:.. 

$(.%2B.726) 

" ,%2S) 

( .47.139) 

( 67.052) 

198,454 

U4.~ 

( 26;(00) 

22.706 

"1712 

$ '13,434 

13,434) 

3.167,956 

?'11?46 

S2.94'.TI'6 

9Changes. in profo~ expenses and worting capita' previousiy approved by 
~he Commission 'eacs to :orr!spondins changes in the iong-term interest 
oeduC-:ions for income tax pU!"j)oses. The taxes have ~en cOIIIPt.'tee; bl.ste; 
upon I S454,12S ~uction in interest expense. 



Gas Oeoal""tment 

~cense Adjustments 

Advertising Expenses 
Additional Federal Income Tax 1· 

Expense on Interest Adjustment 0 

Ftdera 1 Income Tax other t.'tan 
Interest Adjustment 

Capital Gains Adjustment 

Add:ft1onal State Income Tax 
ExQense on Interest Acijustaent10 

State Inccme Tax othel"" than 
Interest' Ad.fust:De.nt 

. Total of E;q)enses Ad.1ust:llents 

Change in Het Operati ng Revenue 

Total Change to Net O'Pera:t1ng EaM'lings 

Staam Deoal""t:ment 
Excense Adjustments 
Aiid1't'.1onai Fideral Income Tax 11 

Ex12ense on Interest Adjustment 

Additional State Income Tax 11 
Ex'Pense-on Interest Adjustment 

Total of Ex'Pense AdjtlS'tlllentS 

Change in Het. Operating Revenue 

Total Change to Het Operating Earnings 

l0See fOOtnoteS on Electric Department for explanation: 
- Long-tem interest expense dlar:ge. $(33S.7SS) 

fol"" gas department 

llSee footnote S on Electric Department for explanation 
Long-term interest expense change for steam department $3.850 

..03-

S (4,573) 

148,055 

16,940 

m 
$ 140.549 

$( 140 ,649) 

$' (1.S82) 

( 192) 

$' (1,814) 

T-,814 

$ 1.814 



K. Summa~ of ~!rninas Defi~ien:ies in Revenue Reouirement 

In view of the foregoing discussion .nth res~e:t to cer-~in 

~~posed ope~ting adjustments, we state and find that the earnings 

defieieneies. bued .upon the U!st year, a·T"! u fonows: 

E1e:'t1'1e ks Steam Tota' 

$ S $ $ 

AutI'Iori%ed Nrt 
Operatir19 timings 168,916.163 26.353.264- 9$2 .. 510 "6.%32.637 

Ar-..u! j Net O;Jerati ng 
£arn;n~s for 'ttle 
Test Period '47; j0'7 .lb4 ",1.80.'43 400.733 '65,188 1740 

Net Operating 
tarn'lngs 
!)efic'len:ies 2,.609 1599 81872 152' 5£'.777 31. 043 £!97 

Inl:OIDe :ax nQlI'IJ"8IIIents II'Ilte it neeessal"Y "to inc"l.$e ftdI lionar . 

net operating eam'ln~s a composite factor of $,.95140352'2. Aceo~;~'y. 

I total inc1"t!I.se of $42.169.07' '1ft 1"t!'tai1 ~1et'tric revenues ud l tc'ta1 

1nc~se of $".313.872 in retail ;as "venues and a "total inc1"t!I.se of 

S 1 • 096 • m in steam I"'tvenues 1n; 1"t!Q'ui'I"U to "cover 'tttt DOY, 

deficiencies. The total I"'tvenue 1"t!Q'uil"'tllleJrt increase fol" e1ee'tric. gn and 

12tleC-:ric Factor to 51"0$$ i'll'venue 
62.s Faetor to Gl"Oss:'i'le'l'enue 
Staam FleUr- to 51"Oss i'levenge 

1.t514046 
1.9514039 
1.t513561 

Tnt stanGa~·f.ctor to ~ss revenue fOl" .ach de~rtment of 1.94131, ~s 
been mc~ified to compensate fOl" 'tttt s;multaneo~s effect Of the revenue 
oefieien:y ~es on ctSh wort;n; and interest expense synchronization. 
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The ra~s and.~~arges proposed by Putl1, Serrice in its tariffs 

ac:ompanying Advice Letter ~o. 900-E1eetric. Advice Let*.e~ Ne. 37S-Gas, and 

MYi ce Lst:".er No. 33-Steam. as 1 ater adjusted on the M!<:ord, under 

investigation herein would, under test year conditions, produce a4ditional 

electric revenues of $95.427,7S5 annua11y, additional gas revenues of 

$26,432.688 annually, and. ad.ditional steam revenues of $1.35a~135 

ar.mtl4l1y. To tj'Je extent the revenue prod.Uced by such rates ancf ~~arges 

would-exceed the revenue requfremenu as found. above, such rates and 

charses an found to be not just and reuona.qle. 
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A. Att'r'ftion 

Putl1 ie Service hu 1"ecplest.ed -:nIt its a.trthori:ed nu of retul"1'l on 

raU ,but be inr:'l"eesed by one ;>er"Cent te J)lrtiany t:tmr;lenSau fo't' the 

effects of attrition. Attrition is usuany defined as 'the cHfference 

i>e1:IrIHn the rau of rtt:ti1"'n a.trthori:ed by l repulatDr,y body ancr the rau of 

retul"1'l aet:Ulny ea,."ed by the U't'fH ty. Pub 1i e Servi ee wi'tness RaM; ger 

acknowledged 1:hat SOllIe callses of attrition art within 'the control of the 

LltiHty's tanl~nt wHe some of the .causes of'1.t'tT'ition ll"! outsice the 

contM)l' of management.. 'The 1:ert U't'fHz:ed by I>ubHe Serviee witness Bul:l;>us 
. -

in pl"!paring ni·s direC't testilllCflY on the issue of U:trition inC1'1.cates that 

irri1I1.'tion. current con 'Of fac:ilities at 'higher levels than .oed.ded c:cst 

of faeiliti-es. and CUl"l"ent costs of C&J)ita1 at higM't' levels than .oecl.ded 

costs of capiU'. art SOllIe of 'the fae"'..on which 1I2:y..cause attrition ,whieh 

Ill"! bfyond the c~, of management. 

In this F'CCeeding. Pub1fc Service hes requested In attrition 

adju$'tment whiCh wou'd inC'l"eue its overall cost rtf "pita1 I>y one J)ereent. 

In other words. rather 'than the , 0." ;>ereent rate of l"!tttM'I on rate base 

derived by. PubHc Servicewi1:ness a_us 'I:!1rougb Iris COS't of ~;1:l' 

an!. 1ys; s, !>ub 1'1 e Servi ce seeks an 11." -per"Centl"lte of f'etvMl on the 't'IU 

bese.'3 ' 

l3-rhis ;s the thi.l"'d time thatt 1>T.zbHc Service htS soucmt an lttriti-on 
lI.11cwan::e f"rogm 'ttI1S tcIIaission. In lIS Iiocke't No. 1~25, l>ubiic Serviee 
l"eC!uerteCi l similar 1 -percent aC'l"'Os$·the-boa.!"d inC'l"ease. In Pub, it 
S~;ee 's 1ast l"lU c:ue, lIS Dcr..t-et No. 1525. PlmHe Service requestecl e 

. 1. j ;>er"Cen't 1!.~t1on "nowance. Sc'th requests were l"!jecud I>,y the 
Commission. Se-e Decision No. C80-Z345. December 12. '980 in· U.S Oo::ketNc. 
i42$ anti Oeeision Ho. CSl.199S. dated Dece=ber 1.1981, in 1&5 Docket No • 

. i525. 



'l"'ne one pereen't at'tritiot'l a'l1owanca requested oy Public Service amounts to 

approximauly $:37.5 mi11iot'l dollal"S oTthe aaditionai annual revenue sought 

by the Conrpany ; n this docket. Thus. '30.4 pereant ot the .$123.2. l'Ili 11 ion 

reques-..adby the COIIIpany is a'ttributable ~ to""e ~any's l'roposed 

1t'tM ti on 111 owance. 

Public: Service hu acknowledged that this Colllllrission in the past 

has taken a tlUIIlber of positive steps to help adciress ateMtion: In 

Decision No. CSl·1999. in US Doctet No •. 1525. the CoIImission discussed the. 

effects 01 yeal"-eftd rate bue-. irrtariDl rate rel ie1 in ras Sodc:et NCl. 1330, 

emel"9'enc:y rate rel'ief in !&S Dodc:et No. 1420. the electric cos: adjustment 

(£CAl and gas cost adju.stment (GCA) cl au.s2S, a pal"tia11y proje-::"..ad tast 

yeal" ; n 1&S 1425 and· a' eu2"'l"'ellt test year in las 1525. DeSl)ite these 

adju.stlllents. however, Public: Sel"'Viee eon'tends that 1t suftered rate base 

attrftion amounting to 2.29 l'I!reent on a pro forma basis for the twelve 

months' period ended Marett 31, 1983. Furthermore, Public Sel"'Vice cont!nds 

that a cClll'PaMson of the rates of return on rate bue- authol"i:.."'<l vel"SUS the 

rat! of return experieneed. fOI" the firrt fOUl" full calendal"' qua.rters a~..a!'" 

rates went into effect for each of.its rate eases since 1976 reveals that 

the average attrftion thl"'OUghout the entire. time period has been 1.59 

pereant. Pu.bHeService a<:knowledges that the I"ecent impact of attrition 

has been $lJIIIeWhat. all evi ated. by lower infiation. reduced eonst:ruction 

expenditures and lII'fnimal external finanC:ing. However. it contends 'that 

even if the 1.1 pereent ateM ti on a 11 0Wilnc:e sought by f tin I&S Docket 1525 

had been all owed when a eurrent test yeal" was adopted.. the Company W()ul a 

nothave earned the 15. T per-c:ent allowed. return on equi ty duM ng the 

following twelve lI'IOntbs. In addition, l'ublic Servi~ refel"'S ~ the fact 

that the test peri od. in thi sdaC:ket is IlIOn! anti quated than the test peri od 

in tIS 15ZS and further,. that the requested attrition allowanc:e is lower 

than the aetual attrftion which the Company ha:$ experienced in the past. 

The Staff of the ColIIIrission and. all intervenol"$ opposed the 

request fOI" a lump .sum attl"ition adjustment. Both FEA witness Marshall and 
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Cities, wi:ness Madan contended that an across-the-boa~ a~~~~ion aiiowanct 

is no': justified. that tht lIlOl"e a~propriat! procedure to de-a' witl'l 

attrition is to address specific problems r!ther than assuming, ~n an 

across-the-board basis. and that wtlat ~s oc:urred in the ~st wi" not 

necessarily occur in the fU"'..ure. Staff wi'tness JOl"gensen recognized "thllt 

an a':tr-i';ion anowan::e PMmari'y C~SIt.tS "the ltti1ity for e%l)enus wtlietl 

arise ai''ter the test yellr. wI'Iieh port-test year eX1>enses "theoretically 

eould be justified by specific oltt-of-1)eriCld adjustDents. ttow.ver. as Mr. 

JOl"gensen reeognized. for the tOlllll'ission to tCllll)enSlte the CCllll)a.fly for 

olrt-of-1)eriCld expenses wi'tholrt oefining in bard numbers wnat 'the .. ~nses 

.are precludes the tomission from e~iUltin; w\'te'tber such expenses are 

proper. 

During the time f~s following u.s i425 .. ncI US 1525. filC'tOrs 

contrib~in9 to attrition .were 1IIUth IIlCIrt se.ere 'tN:t "they 'af"t now. 'For 

exa=;>ie. 'In ":be )lear fonwing "the oreer in US 1425. "there l4S ~ '0.' 

per-:e'll': 'Increl$e in -rate base "usee! primerily by'ttle .aclcti%'Ion '"to 1"Ite base 

of 'the hwnee 1 &enerating P11.nt. The inna'ticm nte was 10.4 per-:ent. 

There were sul:l~..a.n't'lal new bond .. nd preferred s-..otk issuances. In the %illle 

frue fo liowing the oMler in US Docket No. 1525. the innat'lcm nte WI!t1 

6.1 per-:ent and 'there was acld1tiOfta1 attrition ~ue to ~ failure of Pub'ie 

Service ~ inei~cle on~ha'f ~r .oeprec;at'lon and a ful' year's o~rat;on 

and 112; ntenanee expenses re latins to the hwnee I &enel"!'t'lng Plant in its 

revenue requirements. 

UnHke 'the )Ie" fonowing the orders ill ns i425 Ind ns 1525. 

':tie year f01itl'oling 'the order in U.S /)ocket 1640 is not arrt~cipat.ed to have 

inf1ation rates anywhere near the levels 'ttIat they.were foncw1n; US '1425 

and u.,s '525. rurthel'lllOre. no JI2j or ciebt or preferred noek 'I ssuances are 

al'itici~Ud by ~1W1ic Service lind there is no arrticil:l&ted exC:'lISion of 

e:penses rela'ting to a ~or genel"!'t1ng faeiiity in ':tie 'tes~ year revenue 

reqlli:"1lftler.':s su:h tS 'there IOU by vir""..ue of "::he failure tD f1.li'y cons;oer 

expenses rei!';;n; to Pawnee I in 11$ 1525. 



Fu~~ermo~. as indicated above. ~ie Commission in tnt past has 

not o~n indifferent to the p~blem of attrition and has utilized a number 

oT regtllatory meehanisms to partial1y offset this attrition. Such 

mechanisms have inchtde<1 year:-end rate oase, inter:im rate relief 'in both 

!&S 1330 and in the instant c.tocli:et in the· amount oT 543,000,000., ECA and 

GCA clauses and parti any projeete<f or current test Yelrs. 

Considering all these illeChaniSlllS fn use. it would be anomalous for 

th; s Comari $Si on to aCC!pt a propose<1 1 ump Sl.llll attrf tf on a 11 awance cIUri"g a 

period of time in wfticlt the ·attrition factors are less se,{ere than they 

weMt f n· the past.. The ComIIIi 5si on has add"ssed a ttri ti on on an 

issue-specific basis fn the past. We be1feve that this is the best means 

of dOing so in the- ftltUre as well. Aecomngly. Puolic Service~ s p~posal 

for a one j)erctnt at'tMtion allowance in this. docket will not be adopted, 

nor is an attrition allowance likely tp be- adoptau in future eases unless 

~a~anted by greatly changed econcanc conditions. 

S. Fort St. Vrain rncentive 

In adei.tion to the ratemaking ;s.sues addresse<1 fn this docket. 

there a1se Was the continuing question about the perlor.rJance of the Fort 

St. Yrain genenting fae11ity. 

In US 1425. i ntervenOl"S Concerned. Ci ti zens and the Colorado 

Offfce of Consumer Services contended that Fort St. Vn;n should oe 

excluded framnte base and that the recovery of associated operating 

expenses .be disallCl'lte<l. Public Service and the Staff of the Cotmrission 

took the contrary pos; ti on that Fort St. Vrai n snou 1 d be conti nued. as a 

part of Public Service's· rate base. Fort St. Vrain began to be earned on 

Ct'IDIIenci ng wi th tiS 14%0 (May '2.1. 1980 ) • The Conmi ssf on f n 1&5 1425 f n 

Decision No. caO.Z340, 4ated Caeember 1'2.. 1980 at pages 25·33 discussed the 

Fort St. Vrain situation. In the course of its discussion concarning Fort 

St. Vrain, the COIImission stated its intention. i'rcm January t. 1983 

fOl"'llard. to compare the ~ost of producing power at F"ort St. Vrain to the 



cost cffossi1 generated powe!'" in the Pub1'ie Ser-viee system anCl/o!'" the cost 

of pun::h!sed power. The Ccmmiss ion then stztec: tnt':: if 'the cost of 

j)rooueing power at Fol"'t St. Vrail'l we" 'tl:l eieeed tne fossi 1 eene1"lted powe!'" 

differentiai might be disaliowed as I 1"ltepayer exPense in future 

proceedings. 

On August 15. '983, "the Suff of 'the toIIIariSSion fned I IIIOt1on in 

A;I;>ii:ation No. 32&03 for an oMier whid! -would amend Decision No. , 
cao-, 552. ine pU'I""j)on of "the . S<;aff 1IIO't1on was 'tl:l propose I jlrocedure to be 

fo'lowed in 'the ~n'th'Y e1e~rie cost adjustment (teA) proceedinvs in 

A;>p'icl'tion Mo. 32&03 which would ·anew an incentive fOI""the efficient 

operation of F.ol"'t St. V1"lin. At the present tillie, "the Staff's Motion in 

A;I;>1'\cltion Ho. 32&03 is unCler advisement by a hel1Mng i!xaminer of "'ttIe 

Comissicn and no 1)Miel" bas yet been issued. ieeluse 'the ~S$ues involved 

re'a1:e to bue 'lTtes, "'ttle Staff M!J)eI1t.e:c! its proposal tn 'this dock-et. 

b1:tler than re1i'tiglu :tnis .1s-we in 1&S l640,nowever. "ttIe .f)al"'ties have 

!il"Ht! to inco'l""j)or"au 1:tIe ncoM1 of At:rPHca'tion No. 32603 as ·it n1aus "'to 

'the rol"t St. Vnin maner into 'this docket. 

The Suff's proposal obstensitly is to provide ~ meebanism for 

imp1ementing "ttIe Commission's sut.e:c! intention ~ disallow some or ." of 

"'the dHft1"1lnce bet..IHn 'the cost of proClueing J)OWerat rort St. 'Ira1nand 

'the cost ct alternative soun::es M power. AlthOUgh'thes-e are not 'the ~s 

of costs anti'i~ted for EtA adjusT;ment$. ap~rent'y the Staff hopes "'to 

provioe t continuous1y adjust.e:c! incentive and 'thus it had 1)1"'OpO'Sed 'the tCA . 
~cbanism IS 'the fo'l'lll for eaMyin; out its 'Proposa1. lrief'y, 'the Staff 

pt'OJ)Osa1 would openu in "'the fo"owin; manner: riM't. 'the 1"'t¥enue 

r"eq1:il"elllent aSSoci!teO witt! F-OI"'t St. \In;n would be deU'I'IIIined based upon 

ini'o'l"lll!tion 'Present-ed in the ~st nt:errt genera 1 nte proteedins. Se"":)ru1, 

'l:he attll.1 olr:;Ul't for FI)l"'t St. vrain would be detel"lllined on a ro1"ns 

~lye-mor.th b~sis and would be valued !5 if it nec b~n ,roou:ed by an 

inoe~endent power ~roQut:er. If the estabiished revenue ~ui~nt exceedS 



in tile monthly ECA. If t."e 1 at""'..al'" eval ua1:i on f s moT"e t."an t.'le former 

"venue T"e~ui'l"emen't amcun1:, tJ'1en no adjus~n't woul d be made; 'ille r-evenue 

~il"elltent amount assoc:iat...O(f ,,.ith Fort St. Vrain Mluld be upaatad in eactl 

genera 1 rite pl""Oc:~di ng. and ttle i ndependettt power j:ll""Oducel'" rate woul d be 

updated to cQincide wit.i ttle rate Public: Ser/ic:e c:u'I"T"en'tly was paying 

independent power pl""Oducers. 

Mr. Ronald Bin%. testified on behalf of intal"'Venol'" Betcher in 

Appl1cation No. 32603. and Pl""Opose<1. as an.~lternative-. that disalicwances 

be base<! Olt the diffennce between the total pl""Oduct1on ~st of Fort St. 

Vrain anct. the average toul Pl""Oduction cos't of Pul)ljc Sel""'tiee's 

fossn .. fueled base load units. Thus. the principal diffeT"ence between the 

Staff pl""Oposa1 and Mr-. S1n%'s pl""Oposal is that Mr. Bin% WQuJd compare Fort 

St. Vrain's cost to the cost of othel" base10ad generation rather than to 

the cost of power PrQduce<! by independent power pl""Octucel"S. At t.his time. 

as indicated above. t.ie Staff's Motion for a Fort St. Vnin incentive plan 

to be implemented thl""OUgh the ECA and the alternative PrQposal by 14:1-. Sin%, 

art uncler" advisemelFt in Appl icatio.ft No. 32503 before a hearing examiner. 

Acc.ol"'1'1ingly. it would be inapPl""Opriate for the CoImrission. in this 

decision, to make any CCllllllerrt:s with l"!!gatd to the merits of . the Staff'S' 

Motion or MI"". Bil1%'$ PrQposal in: Applfeation No. 32503. However. t."le 

COIImission win establish .. in this docket, a revenue l"'equirement associated 

with Fort St. Vrain whicn, in essence, is doing nothing more than . 

. parti eulari:f ng the revenue requi rement assoc:iat.ed. wi th a speeifi EI:1 part of 

Public Service's overall generation faei1ities. atsed u~on the evidence of 

reccrd in this docket .. we find that the revenue r-equi'l"ement associated with 

the Fort St. Vrain generating facility is $40,071.976. 

It should. be understood that in establishfng the foregoing 

revenue requirement associated with Fort St •. Vrain, the Ca:mission is not 

:Di:tking any statement l"'egarding the merits of the Staff's Motion for a Fort 

St; Vrain Incentive P1an 01" Mr. Bin%'s proposal in ~plieation No. 32603. 

inat issue, of course, wi11 be reviewed by the Commission in due course. 
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CONCL.USION 

Although fil~d u ! "make whoie- c::ue. the ins-..arrt p1"Oc::~c!'ins 

never..heless hu been I cgn:;llex one 'in which a wic1e vlu"iety of issues. some 

old ana some new, have been raised by various ~rties. To the extent that 

issues have !>een raised by parties whi:h are not addressed spacifica11.)" in 

this l)ecision, the CDlImission r..a'teS and finds that the paT"t1='ar 

t!'el"l:l!lent advaneec! ~ ttl respect there'CO by one or 1IIOre of the parti'es ODeS 

not meri"t adopti on by the Ct:Ilmri ssi on in ttli S dotket. Marl!'lS found that 

Public Service is entitled to an overail ~venue in=rease in the amount of 

S50.S79 r 170. we coneluae that -:be tariffs fnect by Public Service em 

tk>vembe1" lB, 1983. pursuant 'to i'tS Actvi:e .l.e1:t.e1" Ho. 900-~ec:tri'. Advice 

l.etter No. 3~, and Adviee Letter Jio. l3-Stelllll. wtlidl .would ~ce 

revenues i1l an exceu of the revenue in.."'TftSe filed herein, found necessa"". 

should be suspendecl permanen-tl'y. We furthe1" coneluoe th!.t '%he nventlft 

inc:7"elSe toUftcl herein should be implemented by tariffl WIIid! i~e 

j)1"'eserrt ntes by acrc$S·th~j)l)Ird pe'I'Cerrtagt increases subject 1:1) j:IOSsible 

~fund in the event reconsioeration is granted in WIIoie Or in ~rt. we 
fur..hel" cone1ude th" the rates portion of the Qe.cision herein shou1d be a 

fina' ciec:ision and subjeet to the provisions of CRS 40-6-114 and 40-6-11;. 

We fur..her c:onclude, 'that the coc::ket herein should be con":inuecl fO'l' the 

pUt"';loS!, of enterins into hearings on Phase 11. 01" sl"'YG-of~the-l'"!tes 

issues. 

An !~pr.lpr'h:te Orde!'" ",1'1 be entereli. 

o 11 Dr R 

T:-i:: CDMKISSION OROtts iliAT: 

,. The --tariff shHts filed by Publ ie Sem:e Company of eo1oracie. 

pursuant '!O Advi:! i.e~..er No. 90o-~e~_ ie, Gated November 1S, 1923, and 

filed on Hov~r la, 1983 !rf permanen~'y sU$~nQed. 



2. The 'tanfi" sheets f11 ed 'oy Pub] ic: Ser/ice Company of Colorado 

pUl"Suant to Advice Let+..ar- No. 315~s, datad l/ov_er 18, 1983, and Filed 

01'1 November 18, 1983 ar-e pel"'lllanently susi'ended~ 

3. lne 'tariff sheets filed by Public Serlice Company of ColaraaO", 

pursuant: to Advice Let+..ar No. 33·Steam, d.ated November i8, 1983, and filed 

on November 18. 1983 are per:'llal1ent1y suspended. 

4~ Pub 11 C' Serri C& Company of C4 T orado ; s authon zed t9 fi 1 e 

appropriate tariff shee'tS to reflect a general rate scfiedule a<1justllent in 

the taUl alIIOum of S~51 percent and applicable to all electric base rata 

sehedules. 'This ~l rate sehedule a<1just:llent shall not 'apJ)1y to 

~arges determined by the el eetr1c cost a<1justlllent provi sion of Colorado 

PUC He. 5-Eleetr1c: tariff sheet No. l40C. The general rate schedule 

a<1justment shan indicate that the same is sUbject to refund with interest, 

in whele 01" in part, as a. result of any order or or-del""$ issued by this 

cOllllrission subsequent to the effeetive date of said general eleetric rate 

seheduht a<1justlllent. Public: Service ~any of Colorado.- silllUltan~usly 

with the filing of the tal"'iff sheets- heretn au.t.'2orize<1 by this ordering 

paragraph. shall file a- ance1tatiott of the tariff sheet heretofore filed 

with AdViee, Letter- No. 899-Electric by Public Service Campany of Colorado 

on November- 18. 1983. and which became effective on Decamber 18. 1983. The, 

ancel1a.tion tariff shall refer- to this decision number. 

S. Publie Service Company ef Colorado is authorized to file 

ap;lropriate tariff sheets to reflect a general rate sehedule a<1justment in 

the total amount. of 3.12 pel'U.nt and a'l'plfcable to illl ga.s base rata 

seheWl es. The general rate- sehedul e a<1justllent shan 1101: apply to charges 

determine<i by the ga.s cost a<1justmen,t pravi sion of Colorac:io PUC No. S-Gas 

tariff sheet Ne. 130C. ihe general rate schedule a<1justment shall indicate 

therein that the same is subject to refund with interest. fn whole or in 

part. as a result of any or-der 01" orders issued by this Comarission 

subsequent to tha effective date of said general ga.s rate schedule 

adjustment. Public Service Company of Colorad.o simultan~usly 
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~~th the filing of the ta~iff sheet herein a~-.hori%ed by this o~derine 

~aragraph shali file a eaneeilation of the tariff sheet here!ofore filed 

with Advice l..et:"'.J!l" Ho. 374-6as by Pub1i"c Service Company of !;olorado on 

November 1 S. 1983, and whi:h bec:ame effeC'ti ve on December 1 a. 1983. The 

,canc::elht.ion tariff sha" refer!o this decision ~r. 

6. Public Service Company of Colorado is authol"izeO to file 

apPl"Ol)rilu tariff sheets to ref"lec:t a general nte schedule adjustment in 

the total amount of 17.90 pel'"eent Ind l1l>pHc::ab1e to a" S"'..eam but nte 

schedul es. 'The general nte schec!ul e adjustment shl11 not lJ)l:Ily to cM1"pes , . 

aetermined by 'the flolel, c'ause associated with ColOT"ado PUC No. i-Stem 

tariff Sheet Nos. -4 and 6. The genr.al rate schedule adjus1:lllent shall 

indicate. that the same is sutjec:t "to, refune! with intel"tSt, in whole OT" in­

P!l"t. as 1 l"'eSI.I1t of any order or oNiel"S issued by -:his 'Commiss"i'on 

SUbsequent "to the effeC'tiY! date of ..aie! senenl .stem nu.sche<lule 

adjur.men"'... PubHc SeNic:e ~l'Iy of ColonOo simul':a.neously with the 

fi1i1'g of "the tariff sheets hereiniWthori:e-cI .by this oMierins. puagraph 

shan file I c:ancenation of the tariff sheet beretofore fi1ed with Advi=t 

L..t""..er No. 32-Steam 1>y Put li e Servi ce tl::lalparry of Col ondo on November 18. 

1983. and which be:ame effective on December 1S. 1983. The c:ancel1a'tion 

tIlr'iff shall refer to this decision ~. 

7. Tne tariffs filed by J>utHc Service torDpany of Coloraco 

l'U'I"suClnt 'to O\"dering PlngraJ)hs 4, 5 and 6 above shan ~ forth an 

effe~ive date nc luHer than one day stmse-querrt 'to the effective date of 

t:his cieeis;cr.. and shan _I::e ref.el"'f!ne! 'to this cieeisicn nuIIIber. 

S. Tne Motion to StMk.e. 1''f1ed on Apri1 13. 1984. by the City and 

County of Denver aDd the Cities of Li";t1ettln. Comel'"ee City, Bou1der. 

Aul"Ora and Brighten is granted in part and anied in pal"t. Tne ~ssion 

trin rtril::! ·any ieference in tab'es 1. 2 and 3 l'ttal:h~d 'to "the. Rep'y Brief 

of J>Ltblie SeM'ice t=l!p&ny of ~iorClcio whic::n co'l'l""..zins Calmrission Ciecisions 

not :-efiee--..ed in txhibit No. la. Ane, in Icco!"Cance with the C~ties' 



Commission w;l1 tak~ officiai notice of the d~ision ~f the ~ew Jersey' 

Soard' of ?ubiic Utilities in ·the ?uolic Servic~ E1ec~c and Gas Company 

ease CDocket No. 837-S20.049~0-93 C3-15-94») which was at+.acned ~ the 

Reply Statsment of ?osition of the Cities. In all other rl!SPec-..s tite 

Cities' Motion to Strike is denied. 

9. Any motion wRich is pending is denied. 

10. Motions, if any. relating to attorneys fees ana exj)ert 

witness fee shan be'filed with complete time and charges doeumentation on 

Ol'" befol"'e June 22~ 1984. SUch mcti ons wi 11 be subject, to such di spositi on 

as tb& Commission. subsequently may oraer. 

n. Public Service CcmpatJt of Colorado shan file with the 

Commission. on 01'" bef~nl August 27 • .1984. tan copies of all itS.prepal'"9(j 

wrftten eli l"'!Ct testimcny and supporti ng wi bi ts 'Iii th respect to ?hase II 

(spread of tile rates) in ttl; s Docket. 

12. An parties in this pl"'Ocaeding. except Public Sel"Vice CCmpany 

of Colo~~o •. shan ccmplete an requests for discovery. with respect to 

Pitas.! II. on 01'" before Septembe1'" 17, 1984, and dtscovery with respect to 

Phate II is to be ccmpleted. on or before- October 17 t 1984: 

13. The Staff of tile Com1ssion and each intervenol'" who wishes to 

pn:.:ent direct 1:!!stimony in Phase II (spread of the rates) of the Oocket 

, nA.rein shaH f11e with the Collllllfssion, on 01"" beforl! November 16, 1984, ten 

copies or fts p~pared written direct tasti~ny and supporting exhibits 

~th respect to Phase II. , 

-r 14. Al1 pa~ies in this proc~ing sball complete all requests 

for dfsccvery related to rebuttal or sU1*rebut:al, with respect to Phase Ir. 

on o~ befo~November ,6.1984, and all 1"espons!s to all said discovery 

"!!quests sban be CCtIIl)l eted on 01"" before lJeeaml)er 17. 1984. 

15. Any.Motion seeking permrtssio~ to file ¢rOss-rebuttal 

testimony and exhiofts. filed by the Staff of the Commission 'or any 

interveno!';. sball be ff1ed on 01"" befo1"e December l~; 1984. All responses 

to anr Motion sC4-King permission to fije C1"OS$·rebu~.al testimony shall be 

responded to on or ~efore December 27. 1984. 
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16. ,PupHe Se'l"Vice CO!IIl)any of Coiorado Sh611 fi1e .';'th !he 

Com:ission. on' O~ pefore Janu~ry 15, '984. 'ten copies of ." i!s Prt~red 

wri'nen l"e~tlt'""...!1 Us'tilllOny and supporting exhiP,its with res'j)ec't to Phue II 

(spread of the raus), if .any. ;1'1 this docket. 

17. The Staff of the COIIIIIIission and each inUl"Venor WhO wishes UI 
i .' t.- ' ' 

present surnDU't'ta' 'testilDClfty injPl'Ilse II (~1)l"Ud ~ 'the nUs) of the 

d~cket herein 51'11." filt ~th the Ccmmi ss 'I Oft on or Pefore ~anva~ 29. '984 
, . 

ten copies 'of its pre~ared wri't'ten surntlU't'tal testilDClny Ind slJ1)~l"tin, 

exhibits .. 4'th respect 'to Pbase II. 

18. An parties Who Oesire "to fiie wr"l't'ten "testilDClny aftd 

suP~l"tin; eXhibits in response to cross-rebU't:tll testilllOny .and exhib1ts 

she'l 00 50 by fi'i~g the same in ten copies .nth the ~ission on or 

19. Any -pel"$on or ~I"'t)', i'nclI1C1itl; tht Staff of ':he .1:00000iss"ion, 

res'j)onsible fer f1ling .nth the tccarission wri~en or direct .~illlOny and 

ex:ni~ its sbl11 lllliior c1eiivel" eOl)ies of "the ~ -:0 an parties of recol"'d 

i.n t.t:is Pl"CCeedih; and to tne Chief of 'Fixed Uti 1itiesSe::tion of"tht 

Pupiit !.'ti..1ities 1:000000'\$$ion. The SUff of "the CoIIIIIrission 'Is not nQui1"ed 

-'tI, man Ol" oeHver copies of 'tne same -:0 the Chief of "the Fixed Uti1ities 

Sel:'tior .. 

2t. Any l)roceClun' lDCI'tions sbli1 be haal"'d bY·I Hearings txminer 

ilt 9:OQ A..fI .. on tile fonowing daus: De'to~l" 26, 1984, ~cember '28. 1984, 

Jan12!"y 22, 1925 and Febl"l.ls'/")' 8, '9B5. 

21. tach llal'i:y in Phase Il of. thi, oo:ket sban Tne with 'thiS 

COlll'llission on Qr ~fore Feb"",/,,), 18, 1ge5. a r..atelllent of 1.11 issues "to be 

oetel"lllined by 'the tOlllllission, l list of s"""'tnesse$ to be :aned ,by "tht 

J)lr-::y .-;:1'1 it proposed ol"'der of presentlttion, l SUlll'lll!"y of tht; I" urtilllOny 

and a 1~st of a1, exl'libi'tS to be fiied by the ~l"'ty. tach Plr"t)' in ',",es. 

l! Qf this ooeket snai' mtil or oeliver copies of ~e sane 'to ,1' ~srt1e$ 

.ne Pup1ie Ut11ities Commission. The S'tlff~f the COlll'llission is not 

reQuire~ 'to ~~, ol"de1ive~ co~ies of ~he same to the Chief of the Fixed 
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22. The parties are strongly encouraged to sattle issues. To'~'e 

eX-~nt that anyone or more issues with respect ta Phase II have been 

seUled by the parties, parties sha" file a written' stipulation satting 

forth such settiement with the Commission on or before Februa~J 15, 1985. 

setting forth the terms of such settlement. 

23. Phase II of this docket is set for a pre-hearing conference 

for the p~rpos. or delimrtt1ng the issues, and clartfying any pending 

PJ"Ocadural Mattars', as follows: 

OAT£: Febr.ua1"Y 22. 1985 

TDlE:' 10:00 A.M. 

PI.ACi: Hearing Room 
Office Level 2 
Legan Towel'" 
1580 Logan Street 
Denve~. Colorado 80203 

The, ~rties should be prepared at this conference ta identify and 

discuss thei~ issues. witnesses' testimony, and "1".he amount or crass­

exaannation they con~late of adverse witnesses. 

24. Phas. It of tnis matte~ is set 'for hearing For the !:Iul'1loS'e 

of stllllllart:.z:inq all prerl1ed. ..,r1tten testtlllCny and the crass~xamination of 

all witnesses who have f'ile¢ the same. unless otherwise oraered by the 

COIIIIlission. cOllllletlcing with ..,itnesses of Public. Service C~ny of Colorado 

and conttnuing with witnesses for the Staff of the Commission and 

intervenors, as follows~ 

DAT£: 

TI.ME: 

PI.ACi: 

Mar;h 6. 1985 

10:00 A.It. 

Heart nq Room 
Offic:&. Level 2 
Loqan Tower 
1580 Legan Street 
Denver. Colorado 80203 

The dates of March 7. 8. 13, 14. 15, 2', 22 and 23~ 1985 shall be 

reserved on the Comission ealendar For heal"'inq if' necassar;,. 

25. Statements or Position·with respect tO,tne substantive issues 

in Phase II (~ether ·.rtth proposed findings of fact and conclusions of 

law) shall be Filed by t.'te parties ·.nth the Comission on ol"'eefore April 
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'2, 1925. Reply s~~emen~$ of posi~ion on an optional basis. shali be 

filed on 0:: befo~ ~pl"i' 22 •. 1925. 

2e. tach party who files any testimony an~ exhitits Shl" 

~onta.ll"'1"'!nt'y fi't a ~opy of an work ;;apers used 1n preparation of 'the 

same. If Slid wort paDel"S /Srt too vo1umincus, then 'they sna" be madt 

IVli11~i. for insDe~ion ~y any other party dUring nor=a' working boUI"S. 

2i. The ]:IroceCura' direetives herein'gli!Y be modified. as 

appropriate, by subsequent Order or Orders of 'the Commission. 

28. Fllr'ther Jlrocecura' IIi ree'tives or lIIOdifienions thereto win 

be iSSlItCl, U appropriate, ~ sU1)seqllent Order or Ordel"S of nt COIII'IIiSSion. 

29. The 1>eeision anc! Dl"Oer l'Ie"in, W'ith the exceptions of 

OnIel"'ine ParagraPhs " 'through 28 anc! Ordering Paragraph 30 herein sha" be 

eOMiClel"lCl IS fina' decision" sU1)jeet to 'the proceCunl 'Provisions #of CRS 

40-&-114 and ·40-6-115.-

30. The "tWen'ty (20) Clay tilllt periOCl ~rovided for PIU"Suant 'to tItS 

40-&-114(1) ,wi'thil! which ~ fne aft lJ!fIHa:tion for "WMDg. r.e1l"9U111ent, 

or "eons1oen'ticm shaH =-ence'tO run on 'the first lSay fono.nftl the 

1IIl11111; 01' serving ~ the Coamssion of "'the 6ecis1.on herein. 

3'1: TMs Ol"Oer sban ~e effec:'t1ve fo1"thwith. 

DOME IN OPEJI M££ilN6 the %2nG day of tIIy. ,984. 

(s tAl.) 

j::Ol07J/JEA 

'ME J'U!L.lt UTU.m::s COMMISSION 
OF TNt SiAi'£ OF COi.OAAOO 

COIIm1ss,oners 
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E X H I B r i S 

No. Title and Oescr1,tion 

Apl'endix A 
Decision No. C34-598 
l&S Docket NO. 1540 
PHASE I 

1. Public Service Company of Colorado (PSCo) 
Rate Base. 1 Z Months Ended Mareh 31. 1983 

- E'lec;tMe. (RRM) 

2. PSCc He't Operating Earni n~, 12 Months ended 
Hardt 31. T983 - ElectMe. (RRMI 

3. PSCc Oetermina'tfon of Make- Whole Revenue· 
Requirements. 12 Months Ended Mareh 31. 1983. 
(RRM) 

4. PSCc Return on Equity, Earnings Per Share, 
Dfv1denc1 Yield, Payout Ratio, capital Structure, 
Ff xe<1 Charge Coverage., MarltetIBook Ra ti 0, and 
Dfv1den<is Per Shal"e/Book Value, 1972, 
Se1)tember 1983.. {JNS) 

S. PSCC CMteria for Selecting Companies with 
Ffnancial Risk Similar" tl:I that of Publ ic Service 
Company of Colorado. (JNS) 

6. PSCC Companies Usadfor Comparative Purposes to p'SCo 
Return on Equi ty. Conso 1i dated Eami ngs ?er Share. 
Dfv1dend. Yield, Payout Ratio, Capital StrUcture. 
Ffxe<1 Charge Coverage, MarltetIBoolc Ratio. an<i 
Dfv1den<is Per Shal"e/Sook Value, 1973-1982.. (JN~) 

7. PSCC Cost of Long-ferm Debt & ~tio of Earnings 
to. Fixec1 Charges. (SEC Method), Deeember 31, 1973 -
September 30. 1983. (JHBl 

S. PSCc Debt Capital, March 3T, 1983 

9. PSCc Cost of Preferl"ed Stoclc & RatiO of Earnings to 
Ffxed Charges and Preferl"ed· Stock (SEC Method). 
December"3l, 197~ - September" 30, 1983. (JHB) 

10. PSCc I'l"ef"erre<i Stock Capital. Mar::n 31, 1983. (JNB) 

11. PSCc Cast of Eqo..:fty Capital, Gordon Growth Mode1. (JNB) 

12. Derivation of Refined DCF Model. (JHB) 

13. Comparison of Moaels in Exhibit 11 and ullioft 12. 
(JNS) . 

14. Bividenc1 Growth Rates •. (JNS) 

15. PSCc 15-\1le« Cost of Equi-ey Capital 
Through January 27. 1994. (JNB) 
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~h;b;ts 

He. Tit'e and Descrintion 

A!lJ:!endix A 
De:ision No. CS4-59S 
US Docket Ho. 1640 
Phase ! 

, 6. Rsf1 ~d PCr Method Average Cost of ::qui t.Y Capi'tl.l 
fol" 15 Weeks tndec! J~uary 27. 1~a4. (JHB) 

1i. . Ex.;Iec--...eel Equ1 ty Mlu"ket Ke't.U1"ns anc! Ri st !>rei l1li$ 
(JNB) 

18. I>SCo utfHty DeciS'ions. January -
Septeml:leT' 19S3.. (.:INB ) 

". I>~ calculation of Attrition, 1977-1982. ("NB) 

ZO. I>SCo C=i nee! De~rtlllerrts Net OJ:!eT'ati n9 £aMI; ngs -
Make Wbo'le. 12 Months Ended MaI"dI 31, 1983. 
("NB) 

Z1. PSCo £a1"lrlngs Avai1l.ble 101" COIIIIIIOn and, Yel1" tnel 
Re'tUl"'n on Equ1ty on an k'tua'l ana. A!1justed 
(13.~ Retu1"n on Equity) Basis. 1975-1983. 
(JNB) 

%2.. PSCo Cost of Capi'ta1. "'.arch 31. 1983. (JHB) 

Z!.I>SCo AdveT"tising Exhibit.. CRRM) 

24. i>1"o rDT'llll Consumpti on" 12 Months .Ended 
Mal"Ch 31. 1983. 

25.. J'l'SCo ConSUlllP'tion 

26. AFUtlC 11 acl::l>oan! IIi a gram 

,7. PSCO EstilRteel Capi'tl.1 £xj:Ienc!1Utres. 

2a. FSCo leao-1 ag Study foT' 12 Months 
Ended Mal"Ch 31. 'I sas 

29. I>sto Othe1" Acldi'tions and I>e4uct.ions 
ReYi sed Make lJbo'l e. 12 Months 
£nded Mal"dl 31. 1983. 

30. Tort St.. Vl"~in lle::camrissioning toS'tS 

31, I>sto Cost of ea;,ital March 3'1, 'SS3 Make Who'e 

34. 

35. 

:. 

PSCo AdjuS":ment to AnnuAlize' 
Pension Plan £xr,>ens. It 1983 Level. 
12 Months £Med March 31. 1983. 

IOiH Sa'l es by "Revenue C'l us. 12. Months 
Ended fI'.ar:h 3'. 1983. 

Third Response to Cities. 



Exhibits 

~ Title and Oescrintion 

~DDendix A 
o&Cision No. Ca4-:~8 
ItS Ooc~et No. 1540 
Phase I 

35. PSCo 1983 Salaries of Offfcers and Managers. 

3i. PSCo Financial & Operating Report. Oe-.:embel" ;981. 

38. PSCO Financial & Operating Report. March 1983 

39. Financial & Operating Report, NOvember 1983 -

40. PSCO Advemsing Wor'lcsheet, Category 1-
Consel"Yati on 

41 • PSCO Co1II!)arl son of t1 ect-i c Ea:Ip 1 oyees 
Per 1000 E1 eetri c CuStolllel"'$. 

42. Additi ons to P1 ant In-Sarvi ce. 

43. Update. ·Winter Heating Assistance is 
Ava 11 ab·l e Through PSCO It. Oe-.:ember. 1982 

44. James N. Bumpus' Sp~ to Boston Se<:urity 
Analysts. Soston/Hartfol"'ti. June 14-15. 1983 

45. E1 ec:tr1 e Utili ty Ranki ngs. November 1983 

40. PSQ) Statistical Infol"lllatiott. Cctober 10. 1983. 

47. calculation of Dividend Yiel~ August 19, 1983 
to December 2. 1983, 16 Weil!c Avenge 

48. Response to Cities Motion of 
Oe-.:ser 30. 1983. Item 7f 

49. . F'EA Interrogatory No.1. 
Attadmlent FEA-22.. 

50. P$Co Rate of Return Report Per SOOKS 
UnadjustlKi, 12 Months Ended 
Decser 31. 1981 

51. PSCO Rate of Return Report Per BOOKS Unadjusted. 
1 Z. Months Ended December 31. 1982 

52. PSCO capital Structure & Rate of Return. 
March 31. 1983. (ELJ) 

53. PSCO, Eiectrfe Department, Net Operating 
Earnings, Using Year-End Rate Sases, 
12 Months Ended March 31. 1983. (WAS) 

54. Correction to Exhibit 53. 

55. Let"'..er from Edi son El ectri c Insti tute 
to NARUC Officials dated November Z1. 1983. 

56 Disallowance of Association Dues 
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txhibits 

Tit'! And Description 

Ap~n\1ix " 
Decision No, CB4-59S 
~&S Docket No, 1640 
!>1'Ie.se 

S7. ?Sto Lead 1.19 Study, 1 saz. (P..!..!) 

sa. A Revenue Dollar: Whose Dollar is ~~? CRl!) 

59 Staff tuh Wo1'i:ins Ca~ita1 RequiM!:llleIl't. (RI.!) 

60. 

6'1. 

6Z. 

!3. 

64. 

55. 

67. 

Sa. 

E9. 

. 70. 

n. 

72. 

J'S. 
:. 

PSto r1eC'tric Department late Sase, 12 
IIIOnths ended Mardi 31» 1983. (DUl) 

Pste Dete!"lllination of Revenue RequiM!lllents. 
12 Months !ndeo March 31. 19133. (nUl) 

PSto I.e~.er of D.O. 1tQc:k"tO ihcm&s C. King. 

PS::O l.etter of Franklyn W. itoiUd'l, '.E. 
(No date). (JMS) 

·Propos.' of Stearn.s .. Roger for PSto CDIIIanebe 
UnitlZ iul"t'ine-Generator Sdlecluled lnspection. 
d!ted December .23~ 1981. (JMS) 

firm J>Toice QUotation of Westil'tChouse ~eetMe 
CoJ1)oration dated December ~. 1981. (JMS) 

J..et"'.er tl) Psto from James ii. Ma 1 one of 
Jai)eoCk , lH1cox. Clated Dec __ r 22. 1981. . (..INS) 

U:te1" "to PS::O i'r!:IID Frederid: N. !$j)eftSbip of C-E. 
Power Sys""..ems, datet1 Decembel" 22. 1SS1. (JIo'.s) 

U-:ter ~ Pstc from R. C. Cuny Qf Foster iI'h~1er £ner£Y 
~J1)Orll':ion. <latea December ZZ. 1.981. (""'.$) 

Le-:te,. :to PSto from tarl Sury of WesteMI Power 
Servi ce and Ccnst:r1le'ti on Company, Inc., 
I12ted ~ember 8, 1981. (JMS) 

letter ~ PSCC frcm f. 1.. Wei gand of Stearns-Roger, 
dated January 20, 1982. (JMS) 

PSCC Inde~1"l:IIIental Me=> -from !>atriCk W. M:Carter 
re: :=manc:be No. Z 1~ihe CNeT'bau', Gated 
reo1"Uary B. 1982.. (JMS) 

PSto Memo fl"'OIII O. R.. I..H of !>Sto to StHrn.s-Rc~r. 
Gated Fe.brvary 8, 1982. [JMS) 

PSCC Memo of htr1:k l{. McCt,-,.e,. ~ Stelrns-Rooer, 
lined Hov.,,. 23 •. 1982. (JI".$) • 

i4. Stealll iurbine Generator !ns~;on Rtpor't. (Jf!'.S) 



Exhibits 

No. Title and Oeseriotion 

Appendix A 
Oe~ si on ~Io. C34·598 
ras Docket No. 1640 
Phase r 

76. HOUl"ly Payroll Cds1:,; Contract Comparison. (JMSl 

77. CoGIanche Turtine Overhaul; Contract ~arison. (J:I\S) 

78. 

79. 

80. 

8l. 

82. 

83. 

84. 

as. 
86. 

87. 

88. 

89. 

90. 

91. 

92. 

93. 

PSCo E'I eetri c OepartmentEl i lIIi na ti on of F. S. V 
IPro Forma Rate Basa. 12 Months E:,ded. 
Mardi 31. 1983. (1i1Jl) 

PSCO Revenue Deficiency. Per usa 
PSCo cash Wor!ci ng Capi tal Requi.rement-· El ~tri c. 

• Response to C1 ti es I Oi scovery Request 

PSCo Net Original Cost Rate Sase. 

Total E'leetric - Impact of 
adjustments on revenue requirement {hand 
penciled.' table) 

Stolni:. Answer o-f ?SCo Interrogatory 
No. 8 to. FEA 

1984 Comparison of Cost of Capital Analysis 

PSCO 16-Week Cost of, Equity Capital Through 
. January 21. 1984. 

George J. Sto1nit% - Summary of Qualifications; 
Schedules. 

Colleaion of Articles. 

Weekly Bond Yfelds from S&P Outlook. 

Mfchael O. Oirmeier's Exhibit· Schedules 1-16S. 

PSCo Operating Income Impact & Treatment 
of Unbilled Reyenues. 

PSCo Working Capital Lmpact of Unbil1ed Revenues 

Part of Testimony of Jamshed K. Mad.an in 
I&S Docket Ho. 1525. 

PSCo Working Capital, Schedules 5 - S. 

95. PSCo I.ead !.ag Study .. 1982. (ReI<) 

96. PSCO E1 eetrie Department Rate Basa - Net Ol""fgina1 
Cost - Make Whole. 12 Months ~ded Dec!!llber 31', 
1983. 
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Exhibits 

No • 7; t1 e ·and Deser; l)ti on 

91. Letter to ?SCo from Nuelear Regulater,y 

Appendix ·A 
Decision No. CS4-ssa 
laS Docket No. 1640 
?hue 1 

COmunssion w/attacbments. Ol:eg Jul1 12, 1919. 

SB. ~sent Value of SS to be Received at the End of 
.December Each Year. (1~ l)is=unt Rau Per Year 
I>.ssumed) (Jim) . 

99. Present Vlh,. of $'1.25 to be Receivec1 It tM Ene 
of Each OUarter of Each Yelr C1~ l)is=ll11't Rate 
~.r Year Assumed) (JHB) 

1 00. ~ent Value of S'l .25 "to be Receiyed It 'the £nd 
of £/len .Quarter of £/lch Year nO.3BS J)i$Ct:>ull't 
Rate Per Year Assumed) (JNB) 

101 • Re~d Staff Comparab i. GI"OUPS and 
Re==mmenaed for Ranges. (JiB). 

, OZ. Suff RecOIIIIlenaed ROE. (.:IN!) 

103 'Functions of ~. Edison .t'le!t:'ic Inrti"tUte 

104. £aison Electric lnrti'tr...e. L.egis1aticm of lnter:e~. 
1983 

lOS. PM()rity 1983 L.egislatiye Issues $trp;M"ted by 
the 18: of tEl Resour:es in il"Oad SUpport of 
L.egislati¥. Activities. 

lOS. Reso 1 uti on Adoi'teci by 'the Nlti anal moe"! ati on of 
Ke91.l1 .ter.)' Uti 11 ty COmun 5S; oners (HA.IWC) • 

101. Resolution'Supporting ~neressional legisla:ion. 
sponsored by £'IeetM~ty CoIIIIIittee of NARUt. 
acoptec November 16. 19B3. 

lOS. "QL!aHty AssUt"a.nce P1"ogram Requi'l"elllll!nt.s for Nuclear 
raci1ities". published by The. _rican Society of 
Mechani ca' £ngi neer • 

109. F'SCo Steam--E'lectrit, iientrl,,:ing 'Plant Statisti=s 
(I..arge "1 ants ) • 

110. Mem" L.ync;h's ·Oulntiutiv.e Ana'ysis·, 
Noyember /t)ecember 1923. 

1" • :. Edi scm !'1 ec:tri e lns":i ~te Al::tua 1 1983 
Dollirs Collected or Si'!nt Rell~onsh1~ 
with Separrtely Funded Drpanin":'ions nlte fi1ed). 
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PHASE I 

~. 

A. 

s. 
c. 
D. 

E. 

F. 

G. 

H. 

I. 

J. 

". 
L .. 

M. 

H. 

O. 

P. 

Q. 

R. 

S. 

T. 

EXHIBITS 

iftle and Oeseriotion 

Dil""l!Ct Testimony of J. H. Rannigel" 

Dil""l!Ct Testimony of R. R. 1t1idwinUl"_ 

Ofl""l!Ct Test1mony of J. N. Bumpus 

Direct Testimony of Erit:.I.. Jorgensan 

Of l""I!Ct TestilDOny of \olin i am A. Steele 

,Direct Testimony of Robert L. Ekl and: 

AP!'ENCIX A 
OEC!SION NO. CS4-59S 
!&S 1640 

Direct Testimony of Dianne L. Wells 

Direct Testimony of James M •. SI.IlIIIIIeI"S 

Di~ Testimony of Warren L. Wendling 

D1l""1!Ct Testimony of ~bert L. Marshall 

Dil""l!Ct'Testimony of Mal"'C".JS Matityahu 

Direct TestilllCny of 6eor;e J. Stal nit::; 

Of'l"'eCt- Testimony of Jamshed K. Madan 

Dil"eCt TestilllCny of Michael D. Dirmeiel'" 

Rebuttal Testimony of R .. C. Kelly 

Rebuttal Testimony Richani R. Midwinter' 

Rebutta' Testimony J. H. R.anni gel'" 

Rebuttal Testimony of D. O. Hock 

Rebuttal Testimony of Jamu N. Bumpus 

Ret>utta.l Testimony of ~ouglas C. Bauel"' 
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Appendix B 
De~ision No. C84-5ge 
1&5 Docket No. 1640 
Phase 

ltistory of Pub1ic Service Ac!justm!mt Clauses 

The CCIlliiri ssi on in 1977 ; nvesti gated the Gas test Adj IlStlIIent [SCA) and 

the Fuei Cort Aajustment (rCA) clauses in CUes' No. 5721 and No. $iOO, 

respectively. On April S. 1378, the Comission in Decision No. C78-4'4 

entered t decision which. in essence. continued the use of seA and PSA cl~uses 

{with a p:-ocec!ura1 =difiCl.tion for an annual helring).so as 'to refleet ~e 

oeHvered price of pipeline and. wellhead SU. including d'll:rges for sathe"'ng, 

compress; on and trlnS1)O'I"tl ti on. 1he Comi 5si en a' so "qui red annua' GCA.or 

PSA·repor-..s to be filed by the utilities. fcnowe(! by an investigative hearing 

to encOlll!)US l'T'esent and pr"Cjeatd marl:et requil"'Ulents f.or ,gas service, and 

'Pr"Cje~-ec supplies of gu available. 'to JllHt 'those 1"eCWiM!llllnts, and ~ or 

l'l"Ojeeted c:ur-..li1ment of service u a result of inadequate supplies. the .gu 

'PIlrthlst practices of the U'ti1'l~iesas 'they tffKttn.esuc:ess of "the 

utiHties in obuining adequate supplies of .gu rt 1"ea.sonable prices, :and any 
. . 

other st:!)ject -=nat the COIIIIrission may wish 'to investiga'te. Certain technica1 

modi fi cati 0ftS to Deci s; en No. C78-41~were lIIIde Pln"SUlmt 'to an ~ata not; ce 

Gated Aprii 7, 1978. Decision No. t78 .. SS3,elated MIy 2. 1978, an emu notice 

dated May ~, 1372. and .Decision No. C78-741. dated May 30. 1.978. By Decision 
. 

No. C7S-S41. ciated June U. 1979. in ~P1iClt;on No. 31896. 'the ColIII7i·ssion 

d'langed the annual review reqr.riremerrt 'for Public Service to a 'c;u!:-~r'y -review . . 
requi remerr--_ ~ i:,t. heari ng for the peri od APM' S. , S7! ,. December 31. 1978 

and aienc1ar year H!79wlS M!r1I on Jt.al"dl -6, 1980 .and roesu'~d in DeCision No. 

RBO-1 052 elated May 30. 1960. Sa; d lieci si on wu relRnded by the tcIIImi ss; of! to 

=-1::miner T1"1IIIIbul1 by .Decision No. caO .. 1:9l. Deci.sion He. RSD-1710wu 

subsequently ent..c.f'ed Septl!!l'llber Z. 19SO. 

/.. IlION specific methOdology hearing bued on ~e thire uad fotzr:h 

c;ua~e'l"S of ,g79 wu hel d on Fe=rlJary 14. 19S0 in ArlpiiCl':ion No. 31296 with 

De:~sior. ltc. CSC·1S2i being entered therein on ..iu'y 1. 1980. An err!U nctiee 

~s en~red July S. 1980. 
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Appendix a 
Decision No. ca4-a;a 
!&S Docket No. 1540 
Phase r 

Application for ~hearing was filed ~ said Decision ~. 

caO-1lZ7 and subsequently denied by Decision No. caO-1495 entered July 

29. 1980. Thereaft;r, quarterly ~ports we~ filed by Public Service and. 

accapt.o¢ by Decision No. RSO.1S42"entered on August a. 1980 and Decision 

No. R.80..zos1 enUred on NovemDer S, 1980. 

As a I"esul ~ of nearings in 1981 and 1982. the Company was 
. 

oMered. ilt C82,.14l3 dat.o¢ Septamber 7," 19SZ to make certain" adjus1::letlt ~ . " 

Account Ho. 104- (gas s~M!d) and adop~ the I.IFO 'accounting method. 

In Application No. 34815, as approved by Decision No. R82-1406. 

also ciatad Septemb~r 7. 1982 .. a revised methoctQlogy was adopted which 

basi cally ret:l.lrns: to annua 1 norma 1f zed vo 1 UllleS wi th an over lunder 

recover:y mecbanism (Account 191) and all!)WS for- an interest offs<!t. 

On September 13. 1971." the Ca1mrission entered its Decision No. 

91290 in Cue 5700 dealfng witn the FCA Unft' of Public. Service. The 

Coumission authorized tn!- continued use of an FCA clause subjeet ~ 

certain IIIOdifications suCh as tne eJCclUSion of transportation cosU, and 

cosu asscciat...o¢ with unloading, handling of stockpiles. fuel treatnent. 

and ash disposal. The Ccmmrtssion also r&qtlired quarterly audits and 

hearings with r-.spect to the implementation of the FCA clause. The 

Comm1ssion also ordered Public Service to credit against the FCA certain 

amounts as a resul~ of moneys paid by Public Ser-vice to Fuel Development. 

Resoul"Ces Collll'any duri ng the period Oetober 1 r 1973. to Novemcer 1. 

1977. Certain modifications to Decisi~1 No. 91220 were made subsequently 

by Ceeisfon No. 91519. dated October 20. 1977, Decision Ho. 91577. dated 

Oetober 31, 1977, Decision No. 91868. dated Decemcer 22. 1977. Decision 

No. 91904. dated January 4. 1978. Decision No. C78-1S8 dated Feor'".Iary 7. 

1978. Decision No. C78-2'80. dated March 7. 1918, and Decision He. 

C79-432. dated Mal"Ch 21. 1979. Decision He. R78-740. dated June 1. 1918 
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AJ;lpendix S 
Decision No. CB4-598 
liS Doc~et No. 1540 
Phase I 

{which became the Decision of the COlmrission on June Z'J. 1975} IIp;r.-oveo 

the firrt qullrter'y "port fnec:l by J>ub1i; Service with "gal"d to its rcA 

tariff. SUDsequent Public Service Quarterly Rtpo~.s have ~n ap~ved 

by the t=mission by Decisions Nos. US-l0n (Jw9llst Z, 1978), R7S-1464 

(November 9. 1978). R.79-2S2 (February 26. 1979). 1V9'!"nO (Mty 14. 1979). 

R7S·11S0 (July 26. 1979). R19-1680 (Oe'"..o.ber 26, 1979). RBO-US (January 
, 

29. 19S0). RSO-SSO (Mey .2.. 1980). iSD-1541 (Jwgust 6. , 980) .and J>.8O..2DSS 

(November 5. 1980). on Ser..ember 23. 1980, by ~ision No. cso..1Si7, in 

Applicztion Ho. 32603, the Caamission authorized Pub';; SeI"'V'ii:e b 

c_ine its PPA Ind FtA into In e'e~ic cost adjustment (teA). By 

Decision No. C78-134 i'n' Appl i eati on Ho. 31012. ent.e'Mtd on l4ay 30. 1978. 

PLIl>1;; Semel! 'had l.'>eitn authorized to file a J>ur-... nued J>ower Adjustment 

(PPA) provision. The tCA also is the mort recent mecbanism .used lIy 

PLIl>1ic Semee 'to recover, in addition, "transportation c:ort.s rela'ted b 

fue'. and non-firm purchased )::IOWtr cor.s. Subsequent Public Serviee 

C!Uarterly "POrts. witn rega~ 'to 'the EtA, have been Ipproved by the 

COm;rission by ~sionNos. RS'I-446 CMard'l 13 .. US1} Uld .RS1-1'36 CJWtt 

29, 1981). 

On Ocl:ober S. 19S1 by Decision No. RS' .. 1704. exceJ:)tion wu 'taken 

'to "the follolll"ing items in the teA.: 1. Maintenance Rt1atecl lte=; Z. 

S':O"S (p~rts and equilXlllnt); 3. AdIIr!ni~":ive J.aj)01"'; -4. T:-awge 

Ri¢l~; 5. m;>erty l'ti¢lU. 6. De~ciation and, 7. 'Ra.i1l"OAd tar 

louse. On February 1S, 1982 by !ieei$ion No. lS2-250 excep-:-ion was .sain 

taker. to -:::he fcl1owin; items in tnt EtA: 1. Mlir..enan:e Related Items; 

Z. Stores (pa,.... .. and equipment). 3: Adlrininntin Labor; 4. jrac:ka~ 
-

Ri¢7u; 5. PT-ope!"'tY l'tig~..si 5. De~cia~on and. 7. Railr-oacl tar 

~~se. :Osmission DeCision No. RS2·Z50 a1so orde~a -Public Service 

C~any of Ce1ol"'!oO and S~ff of-the CQmmiss~or. shai1 present It t.~e 



Appendix a 
Decision No. CS4-598 
I!S Oocxet No. 1540 
Phase I 

hearing in regard to the quar1'..er1y reports for the fourt."I quar..erly 

reporting period in 1981 ~ommendations regarding the coal inventory 

a.dj us't:lent made at th,e C<t.meQ plant of ?ub 1i c Ser/i c:a CQmpany of 

CQlorado.~ Decision ~o. RS2-250 requirea the following changes in 

repol"t'l ng l"'e1:Iuf rements: 

"A. Pawnee Un; tOne shall be added to the li st of plants for 
which J)lant produmvity data is. reporta<i. 

S. TrouDl e log data pruem:ly subllritt--<1 shall oe' replaced '//it,"I 
unit outage for:s for those units included 1n the plant , 
produmv1ty report. Unit outage forms for all generating 
units shall be available for a.udit. 

C. Fim PUl"dIased Power report anc:1 Non-Firm Enel"gY Purchase 
Recol"d shall be repl ace<l by a Purdlased Enel"gY Summary. 
Details of fim and non-firm purdlases on a ~af1y basis 
shalT be a~ai1ab1e for audit. 

O. The presently subaritte<l sumary of physical opel"ations 
central sys~. shall be available for aUdit. howeve~. only 
the summary fo.,. the last day of each month shall be 
submitted. with the filed data. 

t. A l"ePOI"t of scheduled maintananc:a shalT be submit'"'..ed. each 
quarte.,.. This report shan c:over the twelve--month perfod 
subsequent to the qual"te.,. which is being audited. q 

Commission Decision No. CSZ-388 dated Ma~h' 15. 1982 denied 

"consideration of Oecision He. RSZ-2SO. 

Comanssion Oeeision No. CS2-575 consolidated Decision Nos. 

R82-250. RS2-ZSa and RSZ-ZS9 for rehearing, reargument and 

~onsidera.ticn. Commission Decision No. RSZ-1l70 ordered Public Service. 

to adjust its tr'anspol"tation chal"ges by those itams set forth in Decision 

No. RSZ-Z50 anti also to delete. its' inventory adjastnent at the Cameo 

plant. Commission Decision No. R83-l337 (August Z5. 1983) ordered Public, 

Service to adjust its tr'anspol"tation charges by'dele.ting $1.096,501 fram 

the ECA calculation. Commission Decision 'No. R83-l3sa ordel"ed Public 

Servi ce to del eta. Si. 739 .an fram the ECA. Co::mi ss; on Deci si on No. 

RS4-44 C January 13. 1984) changed pub 1 i c hurf ngs on the ECA mill 
quarterly to semn-annuaT hearings. 
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~ubli: Service was ordered to oe1ete its inventory adjustment of 

dep~sits at the time of the over-c01'eetion. 

Public Servic~ tho wa:s ordered to delete ce!"""..ai:n purdlued 

power CO$'t$ and ste!lll1)lant' fuel costs in the amount of S5Z5.32S.13 for 

faihtre of Fort St. 'Yr.in to generate to II. stanard amount. Such amount 

was c'Niered -= be C'l"ec!ited 'to the teA with interut It the Cl.IStoIIer' 

deposit rate at the time of the ove~"ection. 
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