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I. BY THE COMMISSION

A. Statement  

1. This matter comes before the Commission for consideration of an application for rehearing, reargument, or reconsideration (RRR) filed by Public Service Company of Colorado (Public Service or Company) to Decision No. C07-1085 mailed on December 24, 2007.  That decision approved the Company’s request to implement a Transmission Cost Adjustment (TCA) rider as provided by § 40-5-101(4), C.R.S.  Through the implementation of this rider, Public Service estimates its revenue will increase by $4,529,272 in 2008.
2. Public Service requests reconsideration of two issues.  First, Public Service takes issue with the use of the 13-month average balance to calculate the Net Plant component of the revenue requirement rather than the year-end balance.  Public Service also takes issue with the adoption of an asymmetrical interest design when calculating the interest to be applied to the variance between the estimated and actual balances of Construction Work in Progress (CWIP) and Net Plant.  

B. Analysis

1. Asymmetrical Interest Design

3. The TCA rider requires Public Service to pay interest on any over-collection of revenues due to the Company’s over estimation of its CWIP and Net Plant balances.  The Company requests approval of a symmetrical treatment which would allow it to collect interest from ratepayers on any under-recovery due to an under-estimation of its CWIP and Net Plant balances.

4. Public Service does not take issue with the payment of interest related to its over-estimated CWIP and Net Plant balances.  Public Service agrees with the Commission’s goal to provide it with incentives to project balances for the last four months of the year as accurately as possible.  However, the Company disagrees that an asymmetrical interest design provides it with the best incentive to be accurate.  

5. Instead Public Service requests approval of symmetrical interest treatment which would allow it to collect interest from ratepayers on any under-recovery due to its under-estimation of CWIP and Net Plant balances.  Public Service maintains its principal economic incentive is to remain whole with respect to the costs that are to be recovered through the rider and that ensuring the Company will remain whole is the best way to ensure that Public Service’s focus is on the accuracy of its projections.

6. Because this issue was not raised during pre-filed testimony or during the hearing, we find it appropriate to grant Public Service’s request for RRR on this issue.  We also invite all parties to this docket to submit comments regarding this particular issue by the close of business on February 20, 2008.  In the comments we ask the parties to include any opinions they may have concerning a buffer or tolerance band before interest would accrue, and the practices and rationale for both types of treatment.  We will decide whether or not to hold a hearing based on the comments received.   

7. We rescind the March 1, 2008 deadline for Public Service to file a revised TCA Rider which would incorporate language for the interest on estimated costs.  This date will be reset after comments are received.

2. Use of Average Balance Methodology in Calculating Net Plant

8. Public Service asserts that since § 40-5-101(4)(b), C.R.S., specifically authorizes a public utility to calculate the CWIP component of the TCA rider based on the projected year-end balance, it should also be able to use the projected year-end balance of the net transmission plant-in-service in calculating the rider.  Public Service claims that using a 13-month average is inconsistent with the legislative intent of Senate Bill 07-100 (SB07-100) which is to encourage transmission investment by reducing the effects of regulatory lag associated with the recovery of the costs of this investment.  
9. Although the statute is silent on the methodology to be used for Net Plant, Public Service asserts that the use of a year-end balance is implied by the directive that recovery on CWIP be based on year-end balances.  To increase new investment, the Company considers the use of a year-end balance to be critical.   
10. The record contains testimony asserting that the legislature did not intend to direct the Commission to use a year-end balance for net plant investments as SB07-100 makes no mention of either the year-end balance, or the 13-month average balance method for net plant investments.  In effect, the approach to be taken is left to the discretion of the Commission. 
11. When used in the context of a rate case, the use of an average balance method recognizes that plant is added and removed throughout the year, not just at one specific point in time.  It gives each month equal weighting.  The average balance is consistent with the way that Public Service is regulated by the Commission at this time.  
12. We are not persuaded to amend Decision No. C07-1085 and, therefore, deny the Company’s request for RRR.  Chairman Binz dissents without additional comment.

II. ORDER

A. The Commission Orders That:

1. The application for rehearing, reargument, or reconsideration to Commission Decision No. C07-1085 filed by Public Service Company of Colorado (Public Service) is denied in part, and granted in part, consistent with the discussion above.

2. The parties to this docket may submit comments regarding the interest calculation issue by the close of business on February 20, 2008.  

3. Commenting parties should include any opinions they may have concerning a buffer or tolerance band, and the practices and rationale for both types of treatment. 

4. We rescind the March 1, 2008 deadline given to Public Service to file a revised Transmission Cost Adjustment Rider which would incorporate language for the interest on estimated costs.  

5. This Order is effective on its Mailed Date. 

B. ADOPTED IN COMMISSIONERS’ WEEKLY MEETING 
February 6, 2008. 
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