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I. BY THE COMMISSION

A. Statement Of Facts

1. Background

a. Public Service Company of Colorado (“Public Service”) provides new natural gas service to customers who apply for this service.  Public Service provides this service pursuant to its Natural Gas Service Lateral Connection and Distribution Main Extension Policy tariffs.
  A customer who requests new service pays Public Service an up-front fee for all the estimated costs of facilities required to serve the new customer in excess of the construction allowance.  The construction allowance is a credit on a customer’s payment that represents the portion of necessary construction Public Service assumes at its own expense.  The gas extension tariff and construction allowance attempts to allocate gas distribution plant costs between new customers and existing customers to prevent one group from subsidizing the other.

b. On July 23, 2001, Public Service Company of Colorado (“Public Service”), per a previous order of the Colorado Public Utilities Commission ("Commission")
 filed Advice Letter No. 579-Gas to update and revise its Gas Construction Allowance.  The updated Construction Allowance (“CA”) in Advice Letter No. 579-Gas was computed in accordance with the existing gross embedded investment cost per customer method based on the cost allocation study approved by the Commission in Docket No. 99S-609G, which was Public Service’s most recent rate case.

c. On August 17, 2001, Public Service filed Advice Letter No. 581-Gas proposing revisions to the Gas Extension Policy and adjustments to the CA that supercede Advice Letter No. 579-Gas.  Advice Letter 581-Gas proposes to split the Construction Allowance into a portion applicable to the service lateral portion of the new extension and the other part to the distribution main portion of the extension.  Public Service also proposed to reduce the Distribution Main Portion of the CA, calculated using the gross-embedded investment methodology, by a 22 per cent adjustment factor, which, according to Public Service, reflects the average cost of new distribution facilities attributable to new growth, but is not recovered from new customers under the existing Extension Policy.

d. In Advice Letter 581-Gas, Public Service also proposes to eliminate the requirement for an annual update to the Construction Allowance.  Instead, Public Service seeks to file for an update to the CA within thirty days following the conclusion of a Phase 2 rate proceeding for the gas department.

e. The Colorado Office of Consumer Counsel (“OCC”), the Home Builders Association of Metropolitan Denver (“HBA”) and the Staff of the Public Utilities Commission (“Staff”) intervened in this matter.

2. Public Service Company of Colorado

f. In recent years, Public Service Company of Colorado (“Public Service”) has experienced substantial economic growth in its service territory that has required correspondingly substantial investment in its gas distribution system.  To cover these rising costs, Public Service observes that it has sought several rate increases in the last five years, designed primarily to address the attrition caused by rapid growth in its customer base, by new customers costing more than old customers, and by regulatory lag.

g. Public Service proposes namely, changing the construction allowance (CA) to appropriately include more of the costs of the distribution facilities constructed to serve new growth, i.e., the costs associated with the pre-built plant that are not currently being included in the calculation of the construction payment.  The excluded costs are related to the portion of the capacity of the distribution mains and system regulators that is not for the applicant requesting service immediately but which is designed to serve future connections, thereby taking into account the overall needs of the system.  Historically, these costs have ultimately been borne by the general body of ratepayers.

h. While Public Service proposes to continue to base its CA on gross embedded investment per customer, it recommends the application of an adjustment factor to account more correctly for the average cost of new distribution facilities so that existing customers will no longer have to subsidize new customers.  Public Service casts this CA methodology as a means to better allow growth to pay its own way.  Between 1995 and 2000, the weighted average of the actual cost per customer related to the line extension policy was $789 while the weighted average of the embedded cost was only $645, for a difference of 22 percent.  Public Service proposes to use the 22 percent as the adjustment factor by which the CA should be lowered from $465 for residential customers.  The amount of $465 is the amount that Public Service requested as the residential CA in Advice Letter No. 579, based on costs established in Docket No. 99S-609G.  It also proposes to reset this adjustment factor every time a new cost allocation study is completed as part of Phase II of a rate case.  Public Service intends to apply this downward adjustment factor only to the distribution main portion of the CA, not to the service lateral portion.

i. In addition to incorporating this adjustment factor into the CA calculation, Public Service advocates dividing the construction payment into two parts — one for service laterals and the other for distribution mains.  The payment for service laterals would not be refundable.  The distribution mains would remain potentially refundable for up to 10 years if additional customers connect to that segment of the main.

j. The current residential CA, dating from October 1, 1995, is $360.  Public Service proposes here that the service lateral portion of the CA be set at $215 and the distribution main portion at $200.
  Public Service recommends that the Commission eliminate the requirement that it file a revised CA annually.  Public Service also proposed to eliminate the requirement to file a revised CA within 30 days following any approval of a new cost allocation study.  It later agreed to continue this requirement, as discussed below.

k. In rebuttal testimony Public Service addresses a number of issues raised by the Homebuilders Association (“HBA”).  Public Service argues that HBA’s revenue-based approach to the CA computation tends to be promotional in nature and result in a rising rather than stable rate base.  Public Service also observes that, in the past, the Commission ruled that revenue-based extension policies cause existing customers to subsidize growth.  Public Service goes on to claim that tracking pre-built plant and system reinforcement related to new growth, a HBA recommendation, can only be accomplished in the aggregate but cannot be assigned to specific customers.  Furthermore, such pre-built tracking, according to Public Service, would be quite complex and difficult to explain to customers.

l. Public Service contends that it is not true that its proposal unfairly taxes some new customers nor that it imposes the cost of stranded distribution capacity on new customers.  Public Service disagrees with the HBA notion that pre-built capacity even represents stranded capacity.

m. Public Service opposes the HBA proposal to use the existing CA methodology in the interim because it believes doing so would exacerbate the current problem of under-recovery.  In addition, Public Service argues that the CA should not be updated to use current financial information, as HBA proposes, because this approach departs from the cost allocation determined in the most recent Phase II rate case, Docket No. 99S-609G.

n. Concerning HBA’s criticisms of Public Service’s adjustment factor, Public Service argues that it used a period of six years in the computation because of the lumpiness of investment.  Also, a given construction project can take anywhere from one to many years to complete.  Furthermore, Public Service points out that it only included reinforcement costs in determining the adjustment factor; renewal and relocation costs were attributed to the existing system.  The reinforcement costs were included because they are incurred only for additional upstream capacity related to new growth.

o. Public Service does agree, in rebuttal, to update the CA within 30 days after the end of a Phase II rate case, but it rejects the HBA idea that this be done as part of the Phase II case.  Moreover, Public Service continues to believe that there is no basis for updating the CA without a revised cost allocation so it should not be required to provide an annual update.

p. Finally, Public Service states that it is willing to reassess this existing line extension policy more thoroughly with other interested parties and proposes that it file an amended policy by September 30, 2002.

q. Turning to issues raised by Staff, Public Service rejects Staff’s proposal of using a revenue-based cap provision.  Public Service believes that this would be costly, difficult to administer, and ultimately offers no protection from uneconomic extension to a particular customer.  Public Service also disagrees with Staff’s recommendation that the CA be calculated based on the cost of embedded plant in each area in which Public Service provides service; Public Service does not book plant this way, and the rates it charges are the same throughout its service territory.  Public Service is, however, willing to consider the Staff’s tax gross-up recommendation and proposes that this be addressed in its September 30, 2002 filing.

r. Concerning HBA’s request for a tariff allowing for a self-build option, Public Service objects to implementing this idea on a permanent basis at this time because it does not understand the scope of the proposal nor is it confident of the level of commitment to it by the individual members of HBA.  Public Service does believe, however, that this proposal merits further investigation.  Public Service suggests that this investigation should begin by defining the key activities involved in providing service to new customers.

s. The second step could involve expanding the customer-provided trench and backfill option into a pilot program.
  Such expansion alone might address HBA’s needs because the trench and backfill activities represent a significant portion of the time and cost associated with the installation of distribution plant so, by itself, they would provide the opportunity to reduce costs and increase scheduling flexibility.

t. The next step could be a phased-in approach to customer design and layout although there would need to be a process in place to review all proposed designs.  Public Service would also need to retain control of the planning and engineering of the strategic requirements of the facilities as well as the inspection function.  Finally, according to Public Service, the contractor used by a developer should have to meet Public Service’s requirements and any work done by it should have to meet Public Service’s standards as well as all applicable codes.

3. Commission Staff

u. Staff filed testimony addressing two general areas.  Witness Kwan addressed the level of the construction allowance, and witness Niemi addressed safety concerns related to the self-build option.

v. Staff opposes the CA proposed by Public Service, and points out that Public Service has advocated residential CA amounts ranging from $154 to $465 in recent months.  Staff states that Public Service calculated the 22 percent adjustment factor in its current proposal based on service lateral and main costs, but it incorrectly applies the factor only to mains.  Staff also questions the 6-year term and weighting proposed by Public Service in calculating its adjustment factor.

w. Staff proposes a residential construction allowance amount of $150 as its primary recommendation, and raises a number of other variations on its base case for Commission consideration.  The $150 is based on gross embedded plant resulting from a 1995 rate case in Docket No. 95I-394G, with the amount for “main” plant removed from the calculation.

x. Staff argues that the current book levels of main and service laterals have been inflated by excessive construction allowance amounts.  Staff also contends that main costs were booked as service laterals in recent years, resulting in unusually high service lateral book amounts.  Staff recommends using the older data from the 1995 case instead of using data from the more current rate case, Docket No. 99S-609G, to avoid the runaway increases in rate base since 1995.

y. Staff then proposes to remove distribution main embedded plant costs from the CA calculation.  Staff contends that Public Service seldom includes the cost of mains in its construction estimate.  Public Service ultimately uses this construction estimate to determine the amount of costs that the customer or developer is required to pay in addition to the CA.  Staff argues that the costs of mains should be removed from the calculation of the CA in the spirit of matching.  Similarly, Staff proposes to remove the cost of regulators from the CA calculation, as regulator costs are paid by Public Service pursuant to its tariff.  However, the regulator costs are small and do not have a material effect on the CA.  Staff then proposes to revise the commercial CA in the same manner as it proposed for the residential CA. 

z. Staff raises several options in addition to its primary position. Staff indicates that if data from Docket No. 99S-609G were used, the residential CA would be $220.  Staff then indicates that if the 22 percent factor was applied to both mains and service laterals under Public Service’s approach, the resulting residential CA would be approximately equal to the current $360. 

aa. Staff also raises a number of other CA issues.  First, Staff recommends that Public Service bill on actual costs rather than construction estimates.  Second, Staff recommends that the Commission consider the use of a “promotional” revenue guarantee approach of one and one-half times revenue as an upper limit for a CA.  Third, Staff recommends that the Commission consider area-specific CA amounts.  Fourth, Staff raises the issue of adding a tax gross-up factor to construction payments, to account for taxes.  Staff claims that Public Service must pay taxes on the construction payments received from customers or builders.  Fifth, Staff recommends that the Commission consider using net embedded plant per customer rather than gross embedded plant per customer in the CA calculation.

4. Homebuilders Association

ab. HBA argues that any line extension policy should serve three functions.  It should compensate the utility for investing in its facilities; it should promote equity between new and existing customers as well as between customer classes; and it should send appropriate price signals so that the decision to extend gas service to new customers is economically rational.  HBA contends that Public Service’s current line extension policy performs the first two functions reasonably well but that it fails to accomplish the third function because it does not include any consideration of revenues forthcoming from new customers.  Because of this weakness, HBA recommends that the Commission not accept Public Service’s proposal.  HBA observes that Public Service’s current CA is the lowest among the 21 tariffs that HBA reviewed from western states and other gas utilities within the Xcel Energy holding company.  Public Service’s proposed CA would be the lowest as well.

ac. HBA outlines a number of specific problems with the Public Service proposed methodology.  First, according to HBA, the methodology unfairly taxes some new customers for the capital contribution gap because of its failure to correctly implement a line extension policy for other new customers.  The Public Service proposal also puts an unknown amount of stranded distribution capacity costs onto new customers whereas, if these are prudent, all customers should share them.  In addition, HBA finds Public Service’s 22 percent adjustment factor to be unreliable.  The selection of six years for the period over which data is collected is arbitrary, according to HBA, and the magnitude of the average factor is dictated mainly by the results from only three of the six years.  HBA also contends that Public Service’s proposal is essentially a form of vintage pricing because new customers are forced to pay more than existing ones.  Public Service, in essence, is proposing to move the CA in exactly the wrong direction according to HBA.

ad. HBA recommends that Public Service be required to track pre-built distribution mains just as it now tracks open extensions.  If excess capacity is built into the system, HBA argues that it should be assessed to new extensions when they are actually constructed.  On the other hand, if prudent excess capacity is not used in the future, it should be included in rate base.  It should not be charged only to new customers who have already paid their fair share of the cost of growth.  HBA also contends that its approach would give Public Service greater incentive to accurately engineer its extensions to begin with.

ae. For the present, HBA recommends that the Commission continue to use the existing CA methodology until it can be replaced by a genuinely improved approach.  Therefore, in the interim, HBA advocates only that the current CA be updated to take account of current financial information; this updating would yield a residential CA of $489.
  HBA also suggests that Public Service be encouraged to initiate discussions with other interested parties to try to arrive at a substantive revision of the line extension policy for the future.

af. Concerning Public Service’s obligations to update its CA computations, HBA recommends retention of the requirement that it be updated both annually and within 30 days after the Commission’s approval of a new cost allocation study.  HBA further believes that the latter requirement should be modified so that Public Service actually files its new CA as part of any Phase II rate case.

ag. Turning to the issue of the self-build option, HBA argues that the Commission should allow homebuilders and developers to perform portions of the design and 

installation activities of both distribution mains and service laterals.  This would, according to HBA, improve scheduling, reduce costs, take advantage of the homebuilders’ economies of scope, and possibly increase the quality of the construction work because a contractor will be directly supervised by the homebuilder and will be selected only from a pre-determined list of qualified contractors.  Moreover, HBA believes that neither safety nor quality would be sacrificed in any way because Public Service could continue to fulfill the duties of oversight, inspection, and procurement of materials.

ah. In rebuttal testimony, HBA offers a series of criticisms of the Staff position.  HBA argues that Staff incorrectly assumes that homebuilders do not pay for distribution mains and regulators.  Based on this erroneous assumption, Staff eliminates these components from its computation of the CA and ends up with a proposed residential CA of $150 (or $220).  Such a recommendation results, according to HBA, in new customers having to pay twice for the facilities built for them.  New customers pay once because the CA is so low since it is based only on service laterals and again through the monthly bill which recovers the average embedded investment in both service laterals and distribution mains from all customers.

ai. If the Commission rejects the $150 ($220) proposal, Staff recommends, as an alternative, that the residential CA remain at $360.  HBA finds this suggestion unacceptable as well, because the dollar amount is based upon an outdated cost of service study and therefore introduces an indefensible mismatch between costs and rates.

aj. HBA believes that Staff’s proposals are primarily motivated by a desire to address Public Service’s problem of attrition and that this should not be the driving force behind a CA methodology.  Moreover, HBA does not think that Public Service is necessarily facing a serious attrition problem in any case.  Rather, HBA argues that what we see is the inevitable result of a timing problem where distribution plant investment precedes revenue.  The question then simply reduces to which customers should cover the carrying costs of this investment.  The problem is most severe during periods of rapid growth or when investment is lumpy; Public Service has faced both of these conditions in recent years.

ak. We move now to some of Staff’s secondary recommendations.  HBA contends that Staff must have incorrectly applied the factor of 1.5 times annual revenue as an upper limit on the CA because Staff suggests that such a factor actually places a limitation on the choice of CAs, whereas HBA observes that the correct factor lies above all proposals in these dockets and hence provides no constraint at all.  HBA also criticizes Staff’s proposal to have the CA vary by geographic area as introducing unnecessary complications and as likely being unworkable.  Moreover, since Public Service’s rates do not vary by geography, this proposal would introduce a mismatch between costs and rates.  Next, HBA argues that the Staff proposal to apply a tax gross-up factor to construction payments is incorrect because these payments are a capital contribution to Public Service, not a contribution to its operating earnings.  Finally, HBA finds Staff’s proposal to use net instead of gross investment, based upon the notion that depreciated plant is no longer used and useful, to be incorrect.  According to HBA, Staff’s reasoning confuses accounting life and physical usefulness.  Depreciated plant can definitely be used and useful.  The proposal, according to HBA, seems to be an attempt by Staff to reduce the CA as much as possible.

5. Office of Consumer Counsel

OCC initially opposed Public Service’s proposed methodology of separating main and service extension amounts.  OCC also recommended that Public Service include in its tariffs a 30-day requirement to update its construction allowance.  OCC and Public Service subsequently entered a stipulation whereby Public Service agreed to the requirement to update its tariffs within 30 days of a final Commission decision in a cost allocation rate proceeding, and OCC withdrew its opposition to the separate main and service lateral CA’s as proposed by Public Service.  With this stipulation, OCC no longer has any objection to the Commission approving Public Service’s application in this docket. 

B. Findings

2. The Commission finds that none of the CA methodologies presented here merits adoption as a permanent methodology for the near future.  Consequently, we endorse the proposal made by HBA and, in rebuttal testimony, agreed to by Public Service, that all interested parties work together to arrive at consensus concerning the approach to use in the future for calculating Public Service’s CA.  Furthermore, the Commission supports Public Service’s recommendation that September 30, 2002 be set as the date by which either a consensus filing or a unilateral filing by Public Service be made, in either case, reflecting the outcome of these further investigations.  The date of September 30, 2002 gives the parties sufficient time to explore issues toward consensus. If consensus is not achieved, we direct Public Service to file its own proposal at that time.

3. As the parties begin to explore further the issues surrounding the development of a CA methodology, they should be mindful that the Commission does not find the proposals offered in these dockets to be satisfactory.  The Commission agrees with HBA that Public Service’s current CA methodology is in terms of sending the appropriate price signals.  This average embedded plant methodology has historically provided a simple, averaging approach to computing the CA, but it only provides part of the picture.  To present a more comprehensive view of the situation, the Commission finds that the parties should seriously consider a revenue-based methodology for the CA calculations as well.  In addition, the parties should explore the possibility of moving away from the approach of relying entirely on average costs (and revenues) toward a more project-specific methodology.  We leave it to the parties to explore more fully whether, the information costs of these more exacting methods exceed the corresponding benefits of better price signaling.

4. The CA does not exist to address a gas utility’s attrition problems.  We do believe, however, that the regulatory process, in part through the CA, should provide incentives to arrive at an optimal design and utilization of Public Service’s gas distribution system.  Public Service acknowledges that it installs more capacity than is needed initially to serve the new customers.  Prudent system design must take into account expected furture growth.  Given this excess capacity, and consideration  of economies of scale, Public Service and its existing ratepayers have an incentive to connect new customers to fully utilize the system.  Doing so would spread fixed costs over the maximum number of customers, hence reducing the cost per customer.  The Commission finds that the parties should consider this analysis when trying to arrive at an improved CA methodology.

5. When evaluating alternative CA methodologies, the Commission realizes that information costs come into play.  Current enhanced computer capabilities may very well render more tracking and computational tasks feasible than might have been the case when the current Public Service CA methodology was adopted.

6. HBA and Staff raise a number of issues in these dockets that the Commission believes require further investigation.  The Commission instructs the parties to address these issues in the filing on September 30, 2002 and other filings which may follow.  These issues include:

a. Should Public Service use a revenue-based approach for computing its CA?

b. Should Public Service be required to track “pre-built” distribution mains just as it does open extensions?

c. Should Public Service use net instead of gross embedded investment in the CA computation?

d. Should Public Service apply a tax factor to get the gross amount of construction payment for use in the CA computation?

e. Should Public Service true-up construction estimates after the construction is completed?

f. By offering this list of issues, the Commission does not wish to limit the parties’ scope of inquiry in any way.  The Commission instructs the parties to vigorously pursue any other issues that they find relevant and to incorporate them into forthcoming filings as well.

7. Given the requirement to file another policy on September 30, 2002, we now will discuss what CA amount to implement for the interim.

8. Staff raises a number of proposals, and bases its primary case of a $150 residential CA on (1) using the cost study from the 1995 case, and (2) removing the embedded plant amount for “mains” from the calculation of the CA.    The Staff proposal appears to be designed primarily to address attrition.  As discussed above, we find that a line extension policy should be designed to connect new customers in a manner that is equitable to new customers, existing customers, and the utility, and which addresses optimum utility growth.  Therefore, we do not agree that the line extension policy should be used to adjust utility revenues for attrition.  

9. We are also concerned that the Staff proposal has some substantial inconsistencies. For example, the Staff proposal claims to eliminate a mismatch by excluding distribution mains from the calculation of the CA.  We agree with HBA that Staff’s proposal actually introduces a mismatch here. Distribution main plant is used in developing rates that utilities charge all customers, but Staff proposes to exclude mains from its calculation of the CA amount offered to new customers. While all parties seem to agree that portions of main plant are not correctly accounted for under the current system, we find that the Staff proposal would introduce further inconsistencies. 

10. Further, we disagree with Staff’s proposal to base the CA on outdated 1995 cost information.  Staff’s decision to use outdated information appears to be based on its perceived need to address attrition, and on its doubt of the validity of Public Service’s book levels of main and service plant.  To the fullest extent possible, the CA should be equitable to new and existing customers under the same rates. We would then generally expect the CA to increase as rates increase.  Therefore, we find that the interim CA amounts should work towards an equitable solution based on current information, rather than implementing a CA based on outdated data.  

11. Staff also raised a number of other issues which could impact the CA amount.  As discussed supra, we request the parties to address some of these issues in the September 30, 2002 filing.

12. On the other hand, HBA’s interim proposal of $489 for a residential CA maintains the current methodology without modification, updated with HBA’s recommended costs.  All parties recognize that a portion of main costs is not properly accounted for under the current system. We find that the interim solution should take some measure to address this established shortcoming of the current methodology.  However, the HBA proposal causes the residential CA to rise rather dramatically above the current level.   Therefore, we do not adopt the full increase recommended by HBA.

13. Public Service proposes a residential CA of $415.  This method has several flaws.  The 22 percent factor is clearly an ad hoc methodology.  While Public Service did attempt to find and correct shortcomings to the existing method, its analysis did not address all aspects of line extension.  Further, Staff raised serious questions as to whether the 22 percent should also be applied to service laterals, or whether the magnitude of the adjustment is appropriate.  We also are concerned with the six-year basis used to establish the factor.  However, as an interim measure this methodology results in a small and reasonable change from the present value of the CA
.  This methodology recognizes a modest CA increase that is consistent 

with recent rate increases, yet attempts to address known main cost assignment shortcomings.  While we expect parties to develop a more robust and equitable long-term solution, Public Service’s proposed methodology appears to provide the best CA for the interim.  Further, we find that the commercial CA should be revised consistent with the same methodology.

14. The parties appear to agree that Public Service’s tariffs should require it to update its CA within 30 days following the conclusion of a final Commission order in a Phase II cost allocation and rate design proceeding.  We agree.  We find that the current requirement to update the CA annually should be removed.  The Commission should set rates based on Commission-approved cost data.  Though the current annual update requirement could result in a hearing where the Commission considers specific cost data, we find that it would be difficult and inefficient for the parties to develop such a cost study solely for the purpose of an annual update.  Further, an annual update without a rate case would result in a mismatch between the CA and current rates.

15. HBA recommends that we require Public Service to implement a self-build option.  We disagree. We find that a self-build option has merits, but only if the parties can develop a workable solution that addresses some legitimate concerns.  Therefore, we direct the parties to continue to work out a solution, and at a minimum provide a status report on or before September 30, 2002.  We recognize that negotiations concerning the CA and the self-build option may be impacted if a self-build option is not complete at the filing of a final CA methodology on September 30, 2002, but we find that the timing of the two issues requires this difference in treatment.

16. Finally, we approve the February 12, 2002 stipulation entered into by Public Service and OCC.  We find this stipulation to be in the public interest.  

II. ORDER

A. The Commission Orders That:

17. Consistent with, and in accordance with the language of the “Findings” section of this order, all interested parties to this matter shall collaborate to arrive at a consensus regarding the approach to use in the future for calculating Public Service Company’s Construction Allowance.

18. A consensus filing, or unilateral filing by Public Service Company, if consensus among the parties cannot be achieved, shall be made by September 30, 2002 reflecting the outcome of the further investigations ordered by this Commission.

19. As part of the September 30, 2002 filing, the parties, in addition to any other issues raised as part of these negotiations, shall address the following issues:

A.
Whether Public Service Company should utilize a revenue-based approach for computing its Construction Allowance;

B.
Whether Public Service Company should be required to track “pre-built” distribution mains in a manner similar to its open extensions;

C.
Whether Public Service Company should use net, instead of gross embedded investment in the Construction Allowance computation;

D.
Whether Public Service Company should apply a tax factor to arrive at the gross amount of construction payment for use in the Construction Allowance computation;

E.
Whether Public Service Company should true-up construction estimates after the construction is complete.

20. The residential and commercial Construction Allowance methodology proposed by Public Service Company shall be adopted as an interim Construction Allowance rate pending the outcome of the September 30, 2002 filing.

21. The current requirement to annually update Public Service Company’s Construction Allowance is rescinded.  Public Service Company shall be required to update its Construction Allowance within 30 days following the conclusion of a final Commission order in a Phase 2 cost allocation and rate design proceeding.

22. The Stipulation entered into between Public Service Company and the Colorado Office of Consumer Counsel on February 12, 2002 is in the public interest and is approved.

23. Within 30 days of the effective date of this order Public Service shall file an advice letter with accompanying tariffs modifying its rates for construction allowances, on an interim basis, consistent with the above discussion. These tariffs shall be filed to become effective on not less than one day notice to the Commission.  Public Service shall make a subsequent advice letter filing on or before September 30, 2002, to file permanent construction allowance rates, consistent with the above discussion.

24. This Order is effective immediately upon its Mailed Date.

B. ADOPTED IN COMMISSIONERS’ WEEKLY MEETING 
March 27, 2002.
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� Public Service Company of Colorado, Colo. PUC NO. 6 Gas, tariff sheets nos. R30 through R43.


� Decision No. C01-738.


�  The corresponding CAs for the other rate classes appear in Advice Letter No. 581.


�  Currently this option is available only if done on private property, not on public rights-of-way.


�  In its statement of position, page 5, Footnote 1, HBA seems to back off of this recommendation and is willing to settle for a $465 residential CA as put forth in Advice Letter No. 579.


� The current CA is $360 for residential customers.
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