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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, issued 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.  
2. On January 14, 2008, Public Service filed its application for RRR, disputing, among other issues, the interest calculation methodology applied to the Company’s forecasted balances for the Construction Work in Progress (CWIP) and net plant components of the revenue requirement.  In Decision No. C08-0157, we denied the Company’s request for RRR with the exception of this single matter, the interest treatment for the variance between the forecasted and actual amounts of CWIP, and net plant.  Because this issue was not raised during pre-filed testimony or during the hearing, we found it appropriate to grant RRR on this issue.  We also invited all parties to this docket to submit comments regarding this particular topic, including 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.  
B. Analysis

3. Because the TCA rider is developed prior to the end of the calendar year, the last several months of the CWIP and net plant balances are projections.  We want to ensure that a utility faces the correct regulatory incentives when developing the projected balances and that the consumers’ interest is served in this process.  

4. As part of the true-up mechanism in the TCA, Public Service is required to pay interest on any over-collection of revenues due to an over-estimation of the CWIP and net plant balances.  The interest is calculated using the currently approved weighted average cost of capital.  The Company may not charge interest to consumers for amounts that were under-collected due to the under-estimation of the CWIP and net plant balances.  This is a clear incentive to the utility to get the estimate of CWIP and net plant as accurate as possible.

5. Comments were received from four of the parties in this docket: Staff of the Commission (Staff); the Office of Consumer Counsel (OCC); CF&I Steel, L.P. and Climax Molybdenum Company (CF&I/Climax); and Public Service.  The comments ranged from leaving the TCA rider unaltered (it currently has an asymmetrical design with no tolerance band) to completely changing it to a symmetrical design with a tolerance band.  

6. For example, the OCC argues that the projections made by Public Service are under the Company’s sole control.  As an incentive to provide accurate forecasts, the original decision should not be altered.  The OCC supports the continued use of an asymmetrical interest design.  While the OCC does not support a tolerance band, if one is established it argues that a reasonable range would be 2 to 5 percent.
7. Staff takes the position that based on the Company’s need to recover $4.5 million in 2008, 5 percent equates to $.00001/kWh.  Staff finds that this 5 percent is a reasonable tolerance band.  Staff also argues that the interest design should be symmetrical.  
8. CF&I/Climax argue that it is in Public Service’s best interest to over-recover costs if a symmetrical interest design is used.  Additionally, a tolerance band would allow the Company an unnecessary margin of error.  As a result, CF&I/Climax support the continued use of an asymmetrical interest design.  Further, CF&I/Climax do not support a tolerance band.
9. On the other hand, Public Service argues that symmetrical interest treatment would reduce regulatory lag and is critical to ensuring timely recovery of costs.  Public Service goes on to assert that a tolerance band would recognize that forecasted and actual amounts will never exactly match.  According to Public Service, the interest design should be symmetrical, and it supports the use of a tolerance band.
10. After reviewing the comments provided by the parties, we find that we are in agreement with the OCC and CF&I/Climax and their analysis.  The application of asymmetrical interest provides the proper incentive for Public Service to make accurate and reliable estimates. In addition, the impact of forecasted balances is limited to several months late in the year and estimates which provide the basis for these forecasts are under the Company’s sole control.  We further find that the use of a tolerance band will not provide protection to the ratepayers nor provide an incentive to the Company to more accurately estimate costs.

11. In consideration of the structure of existing electric riders, no common philosophy or precedent seems evident.  The configuration of these riders varies, which warrants further discussion and is a topic of interest identified by the Commission to be addressed in a separate docket.
  Therefore, we deny the RRR request by Public Service and leave the original Commission decision unchanged.  This provides asymmetrical interest treatment without a tolerance band.

12. In Decision No. C08-0157 we rescinded the March 1, 2008 deadline given to Public Service to file a revised TCA rider which would have included a description of the interest design.  We now direct Public Service to file revised tariff language to incorporate our conclusion regarding the interest on estimated costs.  This shall be done no later than 30 days after the effective date of this decision.

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 consistent with the discussion above.

2. No later than 30 days after the effective date of this Decision, Public Service shall file to amend its tariff to reflect the requirements of this Order related to the calculation for the payment of interest on over-collected amounts.

3. This Order is effective on its Mailed Date.

B. ADOPTED IN COMMISSIONERS' WEEKLY MEETING
March 5, 2008.
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� During the deliberations of this RRR at the Commissioners’ Weekly Meeting, a theoretical discussion was held regarding the probability distributions that result from various scenarios incorporating interest, rate of return, and tolerance bands.  This dialogue was for illustrative purposes only and is not the basis for our decision on RRR. Tariff riders and accompanying issues including interest will be investigated and discussed more fully in the future in a separate Commission proceeding.
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