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I. STATEMENT  
1. On April 26, 2004, Public Service Company of Colorado (Public Service or PSCo) filed Advice Letter No. 89-Steam.  

2. By Decision No. C04-0549 the Commission suspended the effective date of the proposed tariffs, established a procedural schedule, and set the tariffs for hearing before an administrative law judge (ALJ).  The Commission scheduled the hearing for September 2, 2004.  By Decision No. R04-1005-I the ALJ vacated that hearing date.  

3. Staff of the Commission (Staff) timely intervened and is the only intervenor.  

4. On August 18, 2004, PSCo filed Amended Advice Letter No. 89-Steam.  That Amended Advice Letter changed the proposed effective date of the submitted tariffs from May 31, 2004 to August 29, 2004.  By Decision No. C04-1023, the Commission suspended the Amended Advice Letter.  

5. On April 28, 2004, PSCo filed the Direct Testimony of Ms. Janice Wagner and the Direct Testimony and Exhibits of Mr. Joel A. Erickson.  

6. On October 12, 2004, Staff filed the Answer Testimony of Mr. Billy Kwan.  

7. On November 16, 2004, PSCo filed the Rebuttal Testimonies of Messrs. Steven P. Jones and Joel A. Erickson.  

8. On December 22, 2004, PSCo and Staff filed a Stipulation and Agreement in Resolution of Proceeding (Stipulation).
  Attached to the Stipulation are two Appendices.  Appendix A is a revenue reconciliation, and Appendix B is the pro forma tariff sheets.  

9. By Decision No. R04-1514-I, the ALJ scheduled a hearing on the Stipulation for January 11, 2005.

10. On the date and at the time and place scheduled, the ALJ held a hearing on the Stipulation.  The ALJ heard the testimony of Mr. Joel A. Erickson on behalf of Public Service and of Mr. Billy Kwan on behalf of Staff.  At the hearing, one exhibit (the Stipulation) was offered and admitted into evidence.  By agreement of the parties, all testimony and exhibits filed by PSCo and by Staff were made part of the evidentiary record; these documents were not separately marked and introduced as exhibits at the hearing.  

11. At the conclusion of the hearing, the ALJ took the matter under advisement.  

12. In accordance with § 40-6-109, C.R.S., the ALJ now transmits to the Commission the record in this proceeding along with a written recommended decision.  

II. FINDINGS, discussion, AND CONCLUSIONS  
13. In the Advice Letter and accompanying tariff sheets which commenced this proceeding Public Service proposed several changes to its existing steam tariffs:  (a) removal of all base fuel costs from base rates and inclusion of those costs in the Steam Cost Adjustment (SCA); (b) change in terminology for the per-Mb base rates; (c) change in method used to calculate the Service & Facility charge; (d) set the Service & Facility charge at $100; and (e) change from mils (three decimal points) to cents (two decimal points) the way in which its per-Mb rates are stated.  

14. Staff did not agree with the proposed changes, offered recommendations, and made counter-proposals.  In addition, Staff raised other issues related to, e.g., revision of the SCA tariff, the components of steam cost, and the line items on customer bills.  

15. The Stipulation addresses each issue raised in the filed testimonies and is offered in full resolution of this proceeding.  

16. Public Service has agreed to file, on or before July 1, 2005, a comprehensive steam rate case (2005 rate case).  Stipulation at ¶ 10.  As a result and in recognition of that soon-to-be-filed rate case, the parties reached agreement, in part, by designating specific issues for consideration in a future rate case.  

17. In ¶ 11 of the Stipulation the parties agree not to change the terminology for the per-Mb base rate component.  

18. In ¶ 12 the parties agree to a Service and Facility charge of $75 and state that this charge is based on compromise, not on a specific method.  They further agree that the $75 Service and Facility Charge results in a Commodity Charge of $5.321 per Mb.  These rates will be incorporated into the pro forma tariff sheets (Appendix B to the Stipulation).  Appendix A to the Stipulation establishes that the revenue impact of this change will be minimal, even negligible.   

19. In ¶ 13 of the Stipulation the parties agree that Public Service will state its rates in mils; this continues the status quo.  Public Service reserves the right to raise this issue in any future rate case.  See note 5, infra.  

20. Paragraph 14 provides that there will be no comprehensive rewrite of the SCA tariff in this proceeding.  This paragraph sets out a process which the parties will use to attempt to resolve this issue (by revising the SCA tariff) in advance of the 2005 rate case.  Public Service will formally propose, as part of its 2005 rate case, “any revisions to the SCA tariff that are acceptable to both Public Service and Staff” and are reached using the informal and cooperative process.  Id.  Any revision issue which remains unresolved at the conclusion of the informal process may be presented, if it is presented in accordance with the terms of ¶ 14, in the 2005 rate case.  

21. Paragraph 15 maintains the current annual SCA effective date of January 1 of each year.  In this paragraph Public Service agrees that it will file an interim SCA if “the impact of the projected SCA change for the interim SCA filing is anticipated to increase an average steam customer’s bill by more than twenty percent (20%), taking into account significant changes in projected SCA fuel costs, with due consideration given to the indicated balance of deferred steam costs.”  (Emphasis supplied.)  If these conditions are met, PSCo must file an interim SCA in August, September, or October, to be effective the first day of the following month.  This paragraph also reserves to Public Service its management discretion to file a SCA whenever a change in SCA is expected to exceed one mil.  

22. Paragraph 15 initially concerned the ALJ.  At the hearing, the parties explained or provided expanded comment on certain terms and elaborated on the calculation of the 20 percent change.  

23. The parties clarified that they intend ¶ 15 to remain in effect until the Commission changes the obligation created by this paragraph
 and that the reference to PSCo’s filing an interim SCA applies in every year in which this obligation remains in effect and unchanged.  The parties elucidated the term “average steam customer’s bill,” stating that it means and refers to PSCo’s system-wide average (that is, the average load based on the steam customers on the system as a whole).  They explained that ¶ 15 is based on the bottom line impact on the average steam customer’s bill; that the mandatory filing of an interim SCA is triggered if that bottom line impact is 20 percent or more; and that the two factors (i.e., projected SCA fuel costs and balance of the deferred steam costs) were selected because they have the greatest impact on the SCA.  The parties described the process leading to a determination that Public Service must file an interim SCA:  the base number used for comparison is the average steam customer’s bill; Public Service nets projected SCA fuel costs (these are PSCo’s forecasts for natural gas and steam costs) against the balance of the deferred steam costs (this is a known amount because PSCo tracks this balance each month
); and PSCo must file if the projected SCA fuel costs net of the actual balance of the deferred steam costs yields an amount which is at least 20 percent higher than the average steam customer’s bill.  

24. According to the parties, the purpose of this provision is to mitigate the possibility of rate shock and to retain Public Service’s flexibility to send the correct price signal to its steam customers.  The mandatory filing of an interim SCA strives for rate shock mitigation by establishing a trigger at a 20 percent increase so that customers do not receive a very large increase when the SCA is reset on January 1.  PSCo retains its flexibility to file to change (either upward or downward) the SCA to send the correct price signal because ¶ 15 preserves Public Service’s existing management discretion to file whenever a change in the SCA is expected to exceed one mil (that is, 1/1000 of a dollar).
  

25. Based on the clarifications and the testimony, the ALJ is satisfied that ¶ 15 of the Stipulation should be accepted without amendment.  

26. Paragraph 16 addresses the reference to purchased steam in the SCA tariff.  Staff recommended that this reference be eliminated from the tariff.  The Stipulation maintains the status quo and permits Public Service to continue with its present practices (described in the Stipulation).  This is one of the issues which may be addressed in a future rate case.
  

27. Paragraph 17 pertains to Staff’s recommendation that a line item be added to steam customers’ bills to show Use, Lost and Unaccounted-for steam quantities.  The Stipulation maintains the status quo, and this line item will not be added to the bill at this time.  This is an issue which may be addressed in a future rate case.  See note 5.  

28. Paragraph 18 creates and describes a mechanism for an annual steam cost prudence review.  This paragraph and the pro forma tariff (Appendix B to the Stipulation) contain the requirement that Public Service file a Steam Cost Report on or before April 1 of each year and state the purpose of the Steam Cost Report.  Paragraph 18 contains the specifics of the process to be followed after PSCo has filed its Steam Cost Report; requires Public Service to bear the burden of going forward (by the filing of direct testimony) in any prudence review proceeding;
 and adopts “the prudence review standard set forth for Gas Cost Adjustments at [Rule] 4 [Code of Colorado Regulations] 723-8-8 and any successor Commission regulation.”  (Emphasis supplied.)  

29. This paragraph, and specifically the italicized language, concerned the ALJ.  At the hearing the parties allayed her concern by explaining that “any successor Commission regulation” refers to the recodification and revision of the Commission’s rules now underway in Docket No. 03R-520G.  Because the parties understand that the recodification and revision process will result in Rule 4 CCR 723-8-8 having a different number or designation, they included the “any successor Commission regulation” language.  The parties intend that the prudence review standard applicable to Gas Cost Adjustments, as that prudence review standard now is stated in Rule 4 CCR 723-8-8 and as it may be recodified and revised in Docket No. 03R-520G, be applicable to the SCA.  Thus, revisions to the Gas Cost Adjustments prudence review standard which may occur in proceedings other than Docket No. 03R-520G are not incorporated in the “any successor Commission regulation” language.  With this clarification, the ALJ is satisfied that ¶ 18 of the Stipulation should be accepted without amendment.  

30. Based on the evidentiary record in this proceeding, the ALJ finds that the terms of the Stipulation are just, are reasonable, and are in the public interest.  The ALJ concludes, therefore, that the Stipulation should be and will be accepted as filed and without modification; that the tariffs filed with Advice Letter No. 89-Steam, as amended, should be and will be permanently suspended; and that Public Service should be and will be ordered to file the pro forma tariff appended to the Stipulation as Appendix B, changed as necessary to conform to the Stipulation.  This docket will be closed.  

31. In accordance with § 40-6-109, C.R.S., the ALJ recommends that the Commission enter the following order.  

III. ORDER  
A. The Commission Orders That:  
1. The Stipulation and Agreement in Resolution of Proceeding is approved without modification and as clarified above.  

2. The parties shall abide by the terms and provisions of the Stipulation and Agreement in Resolution of Proceeding, which is appended to this Decision as Attachment A and is incorporated here by reference as if fully set forth.  

3. The tariff sheets filed by Public Service Company of Colorado pursuant to Advice Letter No. 89-Steam, as amended, are permanently suspended.  

4. Public Service Company of Colorado shall file, on not less than one day’s notice to the Commission, tariff sheets as attached to the Stipulation and Agreement in Resolution of Proceeding as Appendix B, changed as necessary to conform to the terms of the Stipulation.  

5. The evidentiary record in this proceeding consists of all prefiled testimony and exhibits, the Hearing Exhibit No. 1 (the Stipulation and Agreement in Resolution of Proceeding), and the testimony presented at the hearing in this matter held on January 11, 2005.  

6. Docket No. 04S-271ST is closed.  

7. This Recommended Decision shall be effective on the day it becomes the Decision of the Commission, if that is the case, and is entered as of the date above.  

8. As provided by § 40-6-106, C.R.S., copies of this Recommended Decision shall be served upon the parties, who may file exceptions to it.  

If no exceptions are filed within 20 days after service or within any extended period of time authorized, or unless the recommended decision is stayed by the Commission upon its own motion, the recommended decision shall become the decision of the Commission and subject to the provisions of § 40-6-114, C.R.S.  

If a party seeks to amend, modify, annul, or reverse a basic finding of fact in its exceptions, that party must request and pay for a transcript to be filed, or the parties may stipulate to portions of the transcript according to the procedure stated in § 40-6-113, C.R.S.  If no transcript or stipulation is filed, the Commission is bound by the facts set out by the administrative law judge; and the parties cannot challenge these facts.  This will limit what the Commission can review if exceptions are filed.  

9. If exceptions to this Recommended Decision are filed, they shall not exceed 30 pages in length, unless the Commission for good cause shown permits this limit to be exceeded.  
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�  This Stipulation is appended to this Decision as Attachment A.  


�  This obligation is contained in the Stipulation and may or may not be incorporated into a tariff.  The Stipulation is binding and will be in effect because it is incorporated into this Decision.  If Public Service elects to incorporate the interim SCA provision into a tariff, that tariff would be binding from its effective date.  In either case, a filing by PSCo would be necessary to change the obligation to file an interim SCA.  


�  At any given time this amount may be a positive number or a negative number.  


�  Under this reservation Public Service may, but need not, file to change the SCA.  


�  The paragraph does not specify that the issue must be raised in the 2005 rate case.  See language of  ¶ 14 (comprehensive rewrite of SCA tariff must be addressed in 2005 rate case).  


�  The Stipulation is silent as to which party bears the burden of proof (as opposed to the burden of going forward) in a prudence review proceeding.  This issue was not addressed during the hearing.  
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