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I. BY THE COMMISSION:

Statement

1. The Colorado Public Utilities Commission gives notice of proposed rulemaking (NOPR) regarding its rules regulating cost assignment and allocation for gas and electric utilities.  The intent of the proposed rules is to repeal and reenact, with modifications such as those described in this order and in the attached proposals, the rules found at 4 Code of Colorado Regulations (CCR) 723-47.

The intent of the proposed rules is to establish cost assignment and allocation principles and reporting requirements, in accordance with § 40-3-114, C.R.S., to ensure that regulated rates do not subsidize unregulated or non-jurisdictional activities of utilities subject to the Commission's jurisdiction.  Additionally, the proposed rules would establish cost assignment and allocation principles to assist the Commission in establishing just and reasonable rates for ratepayers.  A copy of the proposed rules is attached to this notice of proposed rulemaking.

The proposed rules will replace the existing Cost Allocation Rules for Electric and Gas Utilities' Nonregulated Services, 4 CCR 723-47.  Generally, it is the intent of the proposed rules to identify, through utility reporting, all utility transactions with unregulated operations and related parties, including transactions with entities in other states and jurisdictions.  The scope of the proposed rules is expanded from the existing rules to recognize that most utilities regulated by the Commission now operate on a multi-state or multi-jurisdictional basis.  Many of the changes from the current cost allocation rules focus on utility cost assignment or allocation in this multi-state or multi-jurisdiction environment.

2. The proposed repeal and reenactment of the cost allocation rules is part of a greater Commission effort to revise and recodify all of its current rules.  The Commission recently issued NOPRs to repeal and reenact its current electric and gas rules.  See Decision No. C03-1370, Docket No. 03R-519E for proposed electric rules, and Decision No. C03-1371, Docket No. 03R-520G for proposed gas rules.  The Commission intends that the proposed cost allocation rules will apply to both gas and electric utilities.  In light of other pending rulemaking dockets to recodify Commission rules, it is our present intent to include identical versions of the adopted rules separately in the new electric and gas rules resulting from those pending dockets.
3. This repeal and reenactment of the cost allocation rules is intended to update the existing cost allocation rules related to electric and gas utilities; to make these rules consistent, to the extent possible, with other Commission rules; to improve administration and enforcement of relevant provisions of Title 40 of the Colorado Revised Statutes; to eliminate unnecessary or burdensome regulation; and to improve the regulation of proceedings before the Commission.

4. The statutory authority for the proposed rules is found at §§ 40-2-108, 40-3-102, and 40-3-114, C.R.S.

5. An Administrative Law Judge (ALJ) for the Commission will conduct a hearing on the proposed rules and related issues at the below stated time and place.  Interested persons may submit written comments on the rules and present these orally at hearing, unless the ALJ deems oral presentations unnecessary.  The Commission also encourages interested persons to submit written comments before the hearing scheduled in this matter.  In the event interested persons wish to file comments before hearing, the Commission requests that such comments be filed no later than March 26, 2004.  Reply comments should be submitted by April 5, 2004.  The Commission requests that interested persons submitting comments do so both in paper and electronic format.  The Commission may post electronically submitted comments to its web site.  The Commission will consider all submissions.

6. Because the proposed rules will result in the repeal of the Commission's existing rules regulating cost allocation for electric and gas utilities, interested persons may also submit comments regarding whether specific provisions in the presently existing rules should be retained in the reenacted rules.

7. The Commission initially issued notice of a proposed repeal and reenactment of cost allocation rules on April 24, 2002, in Docket No. 02R-238EG, Decision No. C02-485.  At the request of parties, the Commission terminated the rulemaking to pursue workshop discussions on the proposed rules.  The intent of the workshops was to provide an open forum for discussion about the rules, in order to make the subsequent rulemakings progress more quickly and efficiently.  During the fall of 2003, Commission staff held workshops on the possible changes to the existing cost allocation rules.  The workshops were productive and resulted in numerous revisions to the rules that had been noticed in the initial rulemaking.  This revised document became the basis for this second notice of proposed rulemaking.  Although the attachment to this order is not in redline form, a redline version showing the changes from the version that was noticed on April 24, 2002 (i.e., changes resulting from the workshop process), can be found at the Commission’s website at:                                                                                    www.dora.state.co.us/puc/rulemaking/compareNOPR_CostAllocationWorkshopRules.pdf

8. Coordination of this rulemaking with other planned rulemaking proceedings for Practice and Procedure, Telecommunications, Transportation, Electric, Gas, Railroads, Steam and Water is a sizeable undertaking.  Because of the need to coordinate all efforts, the Commission finds that hearings in this matter should consider:  (a) coordination of efforts among the various other ongoing or planned rulemaking proceedings; and (b) whether future hearing dates should be set for that purpose.

9. Notwithstanding this NOPR, we note that the parties now have an opportunity to suggest changes to the rules governing regulated utilities.  The Commission will consider any suggestions as to how our rules may be made more efficient, rational, or meaningful.  We recognize that regulation imposes costs, and therefore, we note that suggestions, as to which rules are not necessary or are unduly burdensome, will be fully considered by the Commission.  
II. ORDER

A. The Commission Orders That:

1. This Notice of Proposed Rulemaking shall be filed with the Colorado Secretary of State for publication in the February 10, 2004 edition of The Colorado Register.

2. A hearing on the proposed rules and related matters shall be held before an Administrative Law Judge as follows:

DATES:
April 15 and 16, 2004

TIME:
9:00 a.m.

PLACE:
Commission Hearing Room

Office Level 2 (OL2)

Logan Tower

1580 Logan Street

Denver, Colorado

At the times set for hearing in this matter, interested persons may submit written comments and may present these orally unless the Administrative Law Judge deems oral comments unnecessary.  At the hearings referenced above, the Administrative Law Judge may set further hearing dates to continue the discussion and comment.

3. Interested persons may file written comments in this matter before the hearing.  The Commission requests that such prefiled comments be submitted in both paper and electronic format no later than March 26, 2004.  Reply comments should be submitted by April 5, 2004.  The Commission will consider all submissions, whether oral or written.

4. This order is effective on its Mailed Date.

B. ADOPTED IN COMMISSIONERS’ WEEKLY MEETING 
January 14, 2003.
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