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I. PROCEDURAL HISTORY AND BACKGROUND
A. Procedural History
1. On April 18, 2007, Public Service Company of Colorado (Public Service or Company) filed Advice Letter No. 727-Gas.  This Advice Letter was required to be filed by Decision No. C07-0568, which approved in part the Settlement reached by certain parties in Docket No. 06S-656G,    Public Service Advice Letter No. 690-Gas.
  

2. By Decision No. C08-0453, the tariffs in Advice Letter No. 727-Gas were suspended for 120 days and the matter was set for hearing.  Pursuant to Decision No. C08-0496, the matter was referred to Hearing Commissioner Ronald J. Binz, and set for hearings for the week of September 8, 2008.

3. Interventions were filed by Atmos Energy Corporation (Atmos); Colorado Natural Gas, Inc.; A M Gas Transfer Corp (A M Gas); Source Gas Distribution, LLC; Rocky Mountain Natural Gas; Seminole Energy Services, LLC (Seminole); Climax Molybdenum Company (Climax); and Energy Outreach Colorado (EOC). By Decision No. R08-0613 these interventions were granted.
  As a matter of right, Staff of the Commission (Staff) and the Office of Consumer Counsel (OCC) intervened.  Subsequently, A M Gas withdrew from the docket.

4. On July 30, 2008, Staff, OCC, Atmos, Seminole, and EOC filed Answer Testimony.  On August 27, 2008, Public Service, Staff, OCC, and Atmos filed Rebuttal or Cross Answer Testimony.  On that same date, Public Service filed Amended Advice Letter No. 727-Gas.  That Amended Advice Letter included two tariff pages that were inadvertently missing from the original Advice Letter, and asked that the proposed effective date of the tariff be changed from May 19, 2008 to June 5, 2008.  By Decision No. R08-0941 the two tariff pages were suspended and consolidated into this docket and the change in the proposed effective date was granted.

5. On September 8, 2008, the hearing in this matter convened.  Hearings lasted through September 11, 2008.  At the end of the hearing the evidentiary record was closed.

6. On August 27, 2008, Decision No. R08-0916-I was issued.  That decision set a public comment hearing on the docket.  The public hearing was held on September 8, 2008 at 4:00 p.m.  One citizen attended and spoke at the public comment hearing, Mr. Tom Conrad.  Mr. Conrad spoke against the proposed decrease in the volumetric charge.

B. Background

7. In Advice Letter No. 727-Gas, Public Service stated that the purpose of the filing was to revise Public Service's P.U.C. No. 6 - Gas tariff to remove the currently effective 10.66 percent General Rate Schedule Adjustment (GRSA); to propose revised base rate amounts for all rate schedules; to separate the current Commercial Gas Service (Schedule CG) and Firm Gas Transportation Service (Schedule TF) rate schedules into small and large service schedules; to implement a new Pilot Low Income Adjustment; and to propose other conforming and clarifying revisions to the tariff related to these changes to such rate schedules.  

8. Public Service’s filing is the second phase of its rate case in Docket No. 06S-656G.  The decision in that phase of the rate case allowed Public Service to implement an overall rate increase of 10.66 percent.  In the instant docket, Public Service determines the cost characteristics of its service costs and investments and allocates these costs and investments to the rate payer categories in its tariff.  Taking into account the changes in the Service and Facility (S&F) charges, and the usage rate for the gas commodity, among other bill elements, the net impact for average usage customers in each rate class was proposed as follows:

·   Residential 


-0.47 percent

·   Small Commercial

 2.44 percent

·   Large Commercial

-3.06 percent

·   Interruptible Gas


-0.98 percent

·   Small Firm Transportation
22.61 percent

·   Large Firm Transportation
 5.44 percent

·   Interruptible Gas Transmission
10.81 percent

II. CLIMAX MOTION TO STRIKE (RE: PSCO MISSING TARIFF SHEETS 31, 32)
9.  On August 26, 2008, Climax filed a Motion to Strike and to Shorten Response Time (Motion to Strike).  In the Motion to Strike, Climax requested that the Commission strike all references to the Transportation-Interruptible (TI) rate class contained in Advice Letter No. 727—Gas and in testimony and exhibits filed by Public Service.  On August 29, 2008, the Commission granted the request for shortened response time.  

10. In the Motion to Strike, Climax advocates that the Advice Letter for this docket became effective on May 19, 2008.  However, revised tariff sheets for the TI rate customers were absent.  As such, Climax argues that these revisions to rates for this customer class were never suspended and set for hearing, and accordingly, the Commission lacks jurisdiction to make changes to Tariff Sheet Nos. 31 and 31A. 

11. On September 3, 2008, Public Service filed its response to Climax’s Motion to Strike.  In its response, Public Service argues that its inadvertent omission of the two TI rate class tariff sheets does not deprive the Commission of its broad jurisdiction and authority to establish rate changes.  Additionally, Public Service pointed out that it corrected this omission by its amended Advice Letter filing on August 27, 2008, and therefore, there is no legal defect resulting from the initial omission of the two tariff sheets.  Public Service also asserts that the Commission’s broad authority under §§ 40-3-104 and 40-6-108, C.R.S., allows it to consider proposed rates that are adequately noticed and proposed rates upon the Commission’s own motion.  Public Service also argues that these statutes are meant to confirm the Commission’s broad authority over utility rates and not to limit the Commission’s jurisdiction.  

12. On September 8, 2008, the parties further supplemented their positions on the Motion to Strike at oral hearings in this docket.  Climax submitted that Public Service conceded that notice to their TI rate class was inappropriate for revising their tariffs.  Additionally, Climax asserted that the amended Advice Letter was not served on the other parties in the docket, was improperly back-dated, and failed to satisfy the requisite 30-day notice requirement.  Climax also argued that the tariff sheets had some technical deficiencies and that there was no new Advice Letter filed with the tariff sheets.

13. In response, Public Service argued that Climax identified a technical defect, and that Climax was put on notice of the rate change based on the rate summation sheet.  Public Service also submitted that customers received notices of the rate change in their bills as well as by testimony and exhibits filed in this case.  Public Service emphasized that this is indeed a technical, and not legal defect, and that the Company made an effort to remedy this technical defect by filing the revised tariff sheets.  It also submitted that the Commission has ample authority to consider rate changes, even on its own motion.  Also, regarding the issue that Public Service did not serve a new Advice Letter on the parties, Public Service noted that there is no rule that requires service of Advice Letters to any particular party.  

14. Section 40-3-104(1), C.R.S., provides:  
In the case of a public utility other than a rail carrier, subject to the provisions of paragraph (c) of this subsection (1), no change shall be made by any public utility in any rate, fare, toll, rental, charge, or classification or in any rule, regulation, or contract relating to or affecting any rate, fare, toll, rental, charge, classification, or service or in any privilege or facility, except after thirty days' notice to the commission and the public.  
This statute applies when a public utility seeks to change customers’ rates and requires at least 30 days’ notice to the Commission and to the public.  

15. Further, § 40-6-108, C.R.S., allows the Commission, on its own motion, to initiate a rate proceeding.  The statute gives the Commission broad latitude in scheduling hearings and allows the Commission to establish the proper notice period before a hearing as “public interest and necessity requires.”  See § 40-6-108(4), C.R.S.  Accordingly, the legislature delegated the Commission with broad authority to preside over rate cases initiated by the utility or the Commission itself. 

16. An important issue in the analysis of the Motion to Strike is the quality of notice that was provided to the TI class.  Climax does not refute that customers of the TI class did receive notice of the proposed revisions by mail and by indication of the revisions on the rate summation sheets.  Therefore, the Hearing Commissioner finds that Public Service provided adequate notice of the rate change to the TI rate class.

17. Additionally, including the rates of the TI rate class in this proceeding is important because the rates paid by the TI class intrinsically affect the spread of the rates in the other classes.  It would be difficult, if not impossible, to exclude the TI rate class from this proceeding as it has a direct effect on the evaluation of the proposed revisions to rates for the other classes.  This also relates to another consideration:  judicial economy.  It is in the public interest to avoid consuming additional administrative resources and time; consolidating all gas rate customer classes  in this proceeding would serve this objective.

18. Further, the Commission suspended Tariff Sheet Nos. 31 and 31A filed by Public Service on August 26, 2008 in an abundance of caution.  However, the Hearing Commissioner finds that suspending the revised sheets did not trigger the subsequent notice requirement because the customer notice and rate summary sheets qualified as sufficient notice for purposes of revisions to the TI rates.  

19. Accordingly, based on the Commission’s broad authority to review rate revisions, the necessity of including the TI rate class in this proceeding, Public Service’s sufficient notice to TI customers, and judicial economy, the Hearing Commissioner finds good cause to deny Climax’s Motion to Strike.
III. NOTICE OF FILING OF LATE-FILED COMMISSION HEARING EXHIBIT NOS. 27, 28, AND 29, MOTION FOR ADMISSION OF LATE-FILED COMMISSION HEARING EXHIBIT AND REQUEST FOR WAIVER OF RESPONSE TIME
20. On September 26, 2008, Public Service filed a pleading entitled “Notice of Filing of Late-Filed Commission Hearing Exhibit Nos. 27, 28, and 29, Motion for Admission of Late-Filed Commission Hearing Exhibit and Request for Waiver of Response Time” (Notice of Filing).  In the Notice of Filing, Public Service attached the following three additional exhibits:  1) Exhibit 27-An Outcome Evaluation of Indiana's Low Income Rate Affordability Programs; 2) Exhibit 28, Colorado Arrearage Management Project; and 3) Exhibit 29-Affordable Rate Pilot Project: Report on Two Evaluations of Public Service Company of Colorado Payment Assistance Programs.  No responses were filed to the Notice of Filing. 
21. Public Service submitted Exhibits Nos. 27, 28, and 29 at the request of the Hearing Commissioner.  The Hearing Commissioner requested these exhibits due to their probative value in this docket.  Accordingly, the Hearing Commissioner finds that response time is waived, and that the Commission will accept these exhibits.
IV. DISCUSSION AND FINDINGS OF FACT

A. Minimum Distribution System 
1. Public Service

22. Public Service proposes to use a minimum distribution system (MDS) methodology to develop its proposed S&F charges.
  Under the MDS approach, Public Service imputes a hypothetical minimum system to determine the non-capacity-related distribution costs necessary to connect all customers to its system. Using the total footage of mains reflected in Federal Energy Regulatory Commission (FERC) Account 376 and the derived historical cost per foot of the smallest diameter main in Public Service’s system, the MDS cost is calculated to be $457,350,949, and represents 71.48 percent of the FERC Account 376 balance.  In Public Service’s methodology, this amount is classified as customer-related cost in the distribution mains account in the Class Cost of Service Study (CCOSS), used in turn to determine the S&F charge for each customer class.
  As an example, for the residential sales class, the resulting S&F charge is $13.50 per month, plus $.38 related to the low-income program, for a total monthly charge of $13.88.

23. Public Service explains that the MDS consists of an assumed network of small distribution mains that extend from the city gate to the individual service laterals installed to serve each customer in its service territory.  The classification of the costs associated with the MDS is customer-related, rather than capacity-related, because Public Service maintains it must install a network of distribution mains simply to have a physical connection with customers, regardless of the level of demand a particular customer will actually impose on the system.
  

24. Public Service states that, although it must install mains large enough to meet customers’ peak demands, a large fraction of the total cost of mains must be incurred regardless of customers’ peak-day or annual use.  The costs of such a system are fundamentally customer-related and are not driven by peak loads, but rather by the number of customers tied to the system and dimensions of the service territory they occupy.  Therefore, Public Service asserts that these costs should be recovered under the S&F charge. 

25. The number of customers is strongly related, in a statistical sense, to the number of miles of distribution mains according to Public Service.  While recognizing that customer density is also important, Public Service provides statistical analysis that shows the correlation between the number of customers and the miles of mains.  Public Service asserts that it therefore can consider the number of customers without looking at customer density to calculate the MDS.

26. Public Service defends its use of the MDS in cost allocations by pointing to academic literature and the acceptance of the technique by other state utility commissions.  It points to James C. Bonbright who, claims Public Service, discusses the use of a minimum system as an acceptable method in his Principles of Public Utility Rates.  Public Service testifies that the Minnesota Public Utilities Commission has accepted the use of a minimum system for several gas and electric utilities, including Northern States Power Company’s gas and electric utilities.  Also, the Wisconsin Public Service Commission, the Public Service Commission of Kentucky, and the Public Utility Commission of Oregon accept the imputation of a minimum system or zero-intercept method for gas cost studies.  

27. In response to criticisms of the use of MDS for intra-class cost allocations, Public Service contends its resulting S&F charge is superior to the alternative proposals of Staff, OCC, and EOC in this proceeding because: (1) it more closely reflects cost-based recovery of Public Service’s embedded costs; (2) it more appropriately aligns Public Service’s financial incentives with public policy goals, thereby sending appropriate price signals to customers; and (3) it is in line with fixed charges of other, similar industries. 

28. Public Service acknowledges that Staff, the OCC, and EOC present several challenges to Public Service’s proposed use of the MDS approach, and the resulting level of the proposed residential S&F charge. According to Public Service, they do not offer any alternative method of classifying Public Service’s main distribution costs that is grounded on cost causation. Public Service maintains that these parties criticize the theory of a hypothetical MDS rather than focusing on the minimum costs Public Service must incur to provide service to its customers.  These other parties contend that the costs of distribution mains are capacity- or usage-related, but not customer-related.  

29. According to Public Service, Staff correctly observes that the extent of Public Service’s distribution system is influenced by customer density in addition to the number of customers, and that gas customers in lower density areas should be allocated a greater portion of distribution plant.
 Public Service acknowledges that customer density also affects the miles of distribution pipe required to extend service to all customers in most systems.  However, Public Service explains that the distribution investment for which Public Service seeks recovery through its base rates is net of customer contributions under Public Service’s Gas Service Lateral and Distribution Main Extension Policy (Extension Policy).  Accordingly, customer density issues are addressed, to a considerable degree, through application of Public Service’s Extension Policy.  As such, customers in sparsely populated areas of Public Service’s service territory already pay for the additional costs beyond what they can be expected to defray through their bills for delivery service.

30. Public Service states that no party has refuted either its position that its distribution system must extend to all customers or its position that much of the cost of purchasing and installing distribution mains is invariant to the size of the main. Also, according to Public Service, no party has credibly demonstrated that any portion of the cost of mains is related to throughput and that the cost of distribution mains that does not vary with the size of the main is customer-related.

31. While Staff, the OCC, and EOC argue that the use of the MDS reduces the price signals to the residential class to conserve by increasing the S&F charge while reducing the usage charge, Public Service notes that even with the increased S&F charge, there are adequate price signals to consumers to implement energy efficiency measures.  Public Service points out that the Gas Commodity Adjustment rider and the usage related rate element account for 70 percent of the customer bill.

2. Staff

Staff voices concern that through the use of the MDS, the new S&F charge collects $184,530,299 or 83.21 percent of the residential customer revenue requirement through the customer S&F charge.  This compares to the methodology approved in the last Phase II case 

32. which recovered 61.6 percent of the revenue requirements through a fixed S&F charge of $10.00 per month.

33. Staff takes issue with Public Service’s characterization of Bonbright’s Principles of Public Utility Rates.  While Bonbright discusses the use of an imputed MDS, he does not endorse the practice as acceptable.  Staff points out that Bonbright has written that the MDS is indefensible as an allocation methodology.

34. With respect to Public Service’s contention that the MDS has been approved in other jurisdictions, Staff also researched final Commission decisions in various states in cases where the MDS approach was at issue in either electric or natural gas utility filings.  This research produced contrasting viewpoints based on circumstances in each case, as well as formal or informal precedents that had been developed over time in each respective jurisdiction.  Staff’s research revealed that the MDS approach was not acceptable in Iowa, Nevada, and Washington.

35. Public Service testified that there is some correlation between the length of or extent of a distribution system and the number of customers, but Staff points out that correlation does not imply causation. Staff states that the phrase “correlation does not imply causation” is a phrase used in the sciences and statistics to emphasize that correlation between two variables does not imply that one causes the other.  Consistent correlation often suggests some causal relationship, but correlation in itself does not prove causation.  

In order to investigate this issue, Staff issued two discovery requests to quantify the total length of distribution pipe mains, size of mains, number of customers served, average 

36. annual usage, and peak monthly usage in two neighborhoods in the Denver area that have obvious density differences in order to assess the impact of customer density. 

37. Staff discovered errors in Public Service’s GIS data that provided number of households, and discovered errors in the number of households in the neighborhood data.  After doing a site tour, Staff corrected the data.  Using Staff’s premise count, the higher density Stapleton neighborhood has approximately 118 feet of distribution main per customer while the Buell Lake neighborhood has approximately 150 feet of distribution main per customer, a difference of greater than 27 percent.  According to Staff, this would imply that the lower density neighborhood customers should be allocated a greater portion of the distribution plant.  
38. Staff states that, although investment, such as distribution mains, is allocated to customer classes, it asserts that it is inappropriate to allocate common, non-assignable costs to the fixed monthly S&F charge.  Costs related to distribution and other infrastructure may be appropriate costs to serve customers on the entire distribution system, but they do not belong in the fixed monthly S&F charge as they are not associated with specific customers or specific customer classes.  According to Staff, those costs are, in the long run, demand and energy usage related.
39. Staff points out that the length and size of the distribution system are directly related to forecasted usage.  Public Service’s position also ignores operation and maintenance costs, which are a function of usage, according to Staff.  Including costs related to transmission in the monthly S&F charge is also inappropriate because the length and size of that plant was determined based on a forecast of usage.

3. OCC

40. The OCC contends that the MDS is a hypothetical system that no utility would or could build.  Customer costs are those costs that vary directly with the number of customers, and the MDS ignores differences in customer density. The OCC urges the Commission to reject the proposal by Public Service and Atmos.

41. The OCC opposes any use of the MDS in rate design, since it results in rate structures that do not satisfy important pricing goals.  The overt bias toward revenue stability, certain of the rate design proposals of Public Service are not equitable, just, and reasonable. The OCC asserts that Public Service’s use of the MDS to support the proposed increase in the S&F charge is a move in direct contradiction to the goal of providing more accurate price signals.  The OCC also notes the significant difference between Public Service’s current electric rate and proposed gas rates in terms of the amount of costs recovered in the S&F charge.  For electricity, 17 percent of the residential costs are recovered by the S&F charge, while it is 83 percent for the proposed gas rates.

42. The OCC takes issue with Public Service’s assertions based on the material from NARUC and Bonbright as cited by Public Service.  The OCC points out that the NARUC manuals cited by Public Service include no language that can be construed as an evaluation of the practice.  With respect to the Bonbright text, the OCC notes that his view of the MDS method of classifying costs as customer-related is perhaps best summed up by his statement that “[cost analysts] are under impelling pressure to fudge their cost apportionments by using the category of customer costs as a dumping ground…”

4. EOC

43. EOC urges the Commission to reject Public Services proposed use of the MDS.  EOC argues that there is virtually no reduction in the cost of mains if a customer decides to no longer “remain connected” to the gas utility.  One of the reasons why costs cannot be reduced when a customer disconnects from the system is that mains are common facilities built to serve a large number of customers and are generally not dedicated to an individual customer. 

44. EOC posits that the relationship of a meter or a service lateral to a customer is much more concrete than the relationship between a main and a customer.  The impact of adding a few customers to the system on the installation of mains is ambiguous. EOC notes that the demand added to the system by a number of new customers (or existing customers increasing their loads) can give rise to the need for a main installation or reinforcement at a point distant from the interconnection and not included as part of the connection costs. 

45. EOC also explains that Bonbright recognized the inaccuracies of treating minimum system costs as customer costs in his 1961 edition of Principles of Public Utility Regulation.  He stated that there is a “very weak correlation between the area (or the mileage) of a distribution system and the number of customers served by this system.” His preferred option was to recognize that MDS costs were neither demand nor customer costs (which he called “indefensible”) and were not able to be allocated.

46. EOC asserts that Public Service’s argument relies on the fiction of a gas customer who connects to the system and uses no gas but receives “access,” and of a theoretical system that could be used to connect thousands of such non-existent customers. There are no such access-only customers in reality, according to EOC, because both the use of gas by customers and the extension of gas mains to serve new customers are driven by the economics of sustained gas use.  EOC points to the fact that the construction allowance that Public Service charges for service extensions is based on a discounted cash flow, which is essentially a volumetric calculation based on expected gas sales.

47. EOC criticizes certain assumptions in Public Service’s MDS methodology. The average number of feet of main per customer to which Public Service applies the minimum system is 86.8 feet per customer.  However, EOC points out that dense single-family homes require only 30 to 40 feet and apartments and condos even less.  On the other hand, a large commercial shopping mall would be assigned the same 86.8 feet.

48. EOC also surveys the use of MDS in other regulatory jurisdictions.  It cites that California, Washington, and Maryland have explicitly rejected the minimum distribution system. Sierra Pacific Power Company in Nevada also does not use a minimum distribution system for cost allocation. California and Washington have not used a minimum distribution system for decades. Maryland had been split in the past, with Baltimore Gas and Electric Company using an all-demand allocation, while Washington Gas Light used the minimum system.

5. Atmos

49. Atmos asserts that Public Service’s CCOSS is deficient in that it fails to allocate customer-related costs on the proper basis.  This failure primarily affects the allocation of costs in FERC Account 376 (Distribution Mains).  Atmos argues that the Commission direct Public Service to base rates upon a class cost of service study that reflects a full fixed-variable allocation of costs, as well as recognition of the MDS.

50. Public Service’s CCOSS generally follows many of the widely accepted cost of service principles, according to Atmos.  However, it states CCOSS is deficient in that it allocates all non-customer-related costs as 75 percent demand-related and 25 percent commodity-related, and it does not recognize and separately account for costs that comprise a MDS.
51. Atmos cites the 1989 NARUC Gas Distribution Rate Design Manual, which describes appropriate practices and methods to use when performing a CCOSS or designing rates on natural gas utilities. Atmos maintains that demand or capacity costs do not vary with the number of customers or their annual usage.  Atmos points out that this manual also states that distribution mains should be allocated to customer costs.
52. As stated by Atmos, the MDS method has been developed as a result of that lengthy debate, and it is one of the few, if not the only means of properly identifying and recognizing the fact that utilities incur costs in direct proportion to the number of customers as they provide service to those customers.

53. Atmos argues that the costs associated with the MDS are identifiable and quantifiable, and the methods used to identify and quantify them are clear and straightforward.  The MDS, according to Atmos, brings the CCOSS a significant distance to representing the true factors which force Public Service to incur costs.  Absent recognition of this cost causative factor, Public Service’s CCOSS grossly overstates the cost responsibility of mains to large customers, and grossly understates the cost responsibility to small customers.

54. In rebuttal, Atmos states that the opponents to the MDS method generally discuss it as a hypothetical system, rather than focusing on the fact that the MDS method refers to the minimum costs Public Service must incur to provide service to customers and it believes these criticisms are invalid.
  Atmos argues that evidence shows that many distribution costs, including a significant portion of the cost of gas mains, are highly correlated with the number of customers and peak capacity, whereas the correlation between distribution main costs and commodity usage is weak by comparison.  

55. Atmos states that analysis performed by the National Regulatory Assistance Project on electricity utilities found a strong correlation between distribution investment and peak demand, and it found an even stronger correlation between the investment in distribution lines and feeders and the number of customers.  The correlation between the distribution investment and the total sales (measurement of energy and commodity usage) was significantly weaker. These results, according to Atmos, indicate that a strong correlation exists between the investment in natural gas mains and the number of customers served, and the peak capacity of those customers.

56. Atmos criticizes OCC’s reason for opposing the MDS method based upon its misconception that a minimum distribution system must actually exist as a physical system.  Atmos states that the costs and the analytical and statistical methods developed to estimate the customer-related portion of those costs, not the physical minimum system itself are all that is needed.  Also, Atmos asserts that the OCC also fails to recognize that a portion of distribution costs are caused by the number of customers.  

B. Discussion and Findings

Public Service and Atmos favor the use of the MDS to allocate costs within the classes, while Staff, the OCC, and EOC are opposed to this methodology.
  As an example, the 

57. effect of using the MDS by Public Service is to increase the S&F charge to the residential class from its current level of $10.00 to $13.50 per month, an increase of 35 percent, as it allocates more investment and expense to the fixed S&F charge.
  Depending on the monthly use of gas, residential customers will see a percentage change in their total non-gas bill ranging from a 16.4 percent increase for the small users to a 38.5 percent decrease for the highest users.
 Further, removing the MDS methodology from Public Service’s cost of service study yields a S&F cost of $8.44 per month, so that the MDS version, at $13.50, is 60 percent higher.
58. Cost allocations are fraught with difficulties when attempting to spread certain costs, particularly investments and expenses that are used by all customer classes.  While certain utility activities can be directly attributed to specific categories of rate elements, a significant fraction of these costs cannot be assigned.  Throughout the utility industry, be it gas, electric, and telephone, certain infrastructure is shared and used by all parties.  Moreover, the classification of these costs to usage and fixed categories has no clear cut answers.

59. A variety of cost allocation methodologies have been advocated before this Commission to allocate these shared investments to customer classes and rate elements.  In this case, Public Service is using MDS to calculate the split between fixed and variable costs for distribution mains within the classes.  The MDS methodology is not being used to allocate costs between customer classes.  In other words, the total revenue requirement for the classes is the same regardless of whether the MDS methodology is utilized.

60. The MDS methodology makes the assumption that a large fraction of the costs of distribution mains can be allocated to the S&F charge since a large portion of the investment and expense is customer-related rather than demand or commodity related.  In brief, the investment in distribution mains is driven by the need for customers to be connected to the location of the distribution system where the utility receives its gas supply from pipelines at the border of its territory.  This connection aspect of service is a customer cost according to Public Service that is not significantly affected by peak demand or usage. 

61. Opponents generally argue that distribution main costs are determined by the number of customers, customer density, and demand/peak usage characteristics. They argue that distribution systems are planned, constructed, and upgraded based on all these factors.  Therefore the allocation of the cost of the mains cannot be totally allocated to the fixed charge as they are also demand and commodity driven.

62. Having reviewed the record in this case, the proposed use of the MDS methodology for rate design by Public Service will not be approved.  The Hearing Commissioner  finds that the MDS does not accurately classify or allocate the actual costs of the distribution main system in this case.  While there may be a statistical correlation between miles of main and number of customers, this correlation does not lead to the conclusion that new customers cause new mains in the same sense that new customers cause new meters.   While laterals and meters are intrinsically customer-related costs, this conclusion is far from evident in the case of distribution mains.  In short, Public Service has not demonstrated that the MDS methodology categorizes distribution main costs correctly into a fixed, demand, and commodity categorization.

63. Public Service maintains that the MDS approach more accurately reflects the actual cost of providing customers access to the gas distribution system as it designs and builds the distribution system.  A certain part of distribution mains investment and expenses can be attributed to allowing the customer to gain access to gas, while the increment of the mains investment above the MDS is devoted to providing higher than minimum system throughput and peak demand.  The access component is allocated directly to the “customer” category of costs within the classes.  Inherent in this approach is the assumption that Public Service invests in distribution mains regardless of whether customers purchase gas services.  As pointed out by EOC, this underlying assumption is not consistent with the use of a discounted cash flow by Public Service in determining the construction allowance in its Extension Policy.  Neither is it consistent with the common-sense notions that pipelines are built to deliver gas, not “access” and that larger customers are relatively more responsible for costs than smaller customers.

64. Public Service criticizes parties who fault the MDS approach as a hypothetical network that a utility does not build.  Public Service maintains that it is a model that mimics the method that Public Service deploys its network.  However, Public Service has not provided sufficient evidence that convinces the Hearing Commissioner that the MDS methodology is explicitly employed in the total corporate process of planning, design, building, and maintaining distribution mains.  

65. Because of the problematic nature of shared facilities, no scheme of classifying costs into customer, demand, and usage categories is perfect.  The Hearing Commissioner has not been convinced that the use of the MDS methodology is superior to other methods of allocating common costs between fixed and variable rate elements.  Additionally the impact of this method on the rate structure faced by consumers is a relevant concern.   The use of the MDS causes the S&F charge to the residential class to increase by 35 percent, with a wide range of price impacts on the total non-gas bill of the customers.  Public Service argues that this increase is necessary to mitigate subsidization of low use customers by high use customers.  However, that cross-subsidization is defined as existing by Public Service through its use of the MDS to allocate distribution mains into a fixed charge as opposed to a usage charge.

66. Parties have spoken to the fact that higher fixed charges provide more security of cost recovery.  This is correct.  But, as usual, the goal of security of cost recovery is only one of many competing goals in rate design.  The Hearing Commissioner finds that, other things being equal, it is better policy to maintain a lower fixed charge and have price signals in a usage charge so that residential consumers have incrementally stronger incentives to use natural gas efficiently and to employ appropriate energy efficiency measures.  This Commission has also provided Public Service with a partial rate decoupling mechanism in Phase I of this case to mitigate earnings erosion in the event of reduced usage per customer.  

67. In conclusion, Public Service is ordered to revise its proposed rates based on removing the MDS methodology for intra-class classification and allocation of costs.  The development of exact S&F charges for each rate class will be addressed later in this order.

C. Proposed Methods for Classification and Allocation of Costs

1. Reverse United Versus Fixed Straight Variable
a. Public Service

Public Service’s proposed base rates were developed based on the results of the CCOSS.
   Although Public Service has updated its CCOSS for the various customer classes to reflect a more accurate allocation of test-year costs among classes, it is not proposing significant changes to the classification and allocation of costs approved as part of the Commission-modified settlement (First Modified Settlement) pursuant to the last combined Phase I and 

68. Phase II rate case (Docket No. 05S-264G), which the Commission adopted on January 19, 2006, in Decision No. C06-0086.
  Under the terms of this First Modified Settlement, 75 percent of the non customer-related fixed costs are classified as capacity-related and 25 percent are classified as usage-related.  This has been referred to in this and other proceedings as the Reverse United method.  Using the Reverse United method, Public Service is classifying 25 percent of its non-customer-related costs as usage-related costs.  
b. OCC

69. It is the OCC’s recommendation that the Commission should approve the continuation of the Reverse United (75 percent demand and 25 percent commodity) cost classification method as proposed by Public Service in its Application.
70. The OCC states that through negotiations in the Phase I Rate Case, the parties to the Stipulation resolved several issues regarding Public Service’s Phase II Rate Case filing. The Stipulation required that Public Service would file, for informational purposes as part of its direct case, the results of using the Atlantic Seaboard method to allocate all non-customer related fixed costs and that Public Service will not propose (and support) any classification or interclass allocation of costs that treats less than 25 percent of the non-customer-related costs as commodity costs.

71. The OCC states that approval by the Commission of the Reverse United cost classification method would continue Public Service’s use of the Reverse United method which has been in place since the 1999 gas rate case, Docket No. 99S-609G.  In the 1999 gas rate case, Public Service’s proposed rates and charges were based on using the Atlantic Seaboard method, which allocates 50 percent of the fixed costs on demand and 50 percent on commodity.  The parties reached a settlement in that case, approved by the Commission, which provided for a modified settlement allocation method whereby 75 percent of the fixed costs are allocated on demand and 25 percent on annual usage.

72. Public Service’s next gas rate case was Docket No. 05S-264G.  In that case, the OCC and Staff advocated the use of the Atlantic Seaboard method to allocate non-customer related fixed costs while EOC advocated the continued usage of the Reverse United method as adopted in Docket No. 99S-609G.  Atmos advocated a minimum system approach or, in the alternative, the Straight Fixed-Variable (SFV)
 method for cost classification.  The Stipulation and Agreement in Resolution of Proceeding, dated December 20, 2005 (2005 Gas Rate Case Stipulation) which included among other parties, Public Service, the OCC, Staff, EOC, and Atmos, stated that “all fixed costs not classified as customer-related are allocated based on the reverse of the United method, or Reverse United.
  The Commission approved the 2005 Gas Rate Case Stipulation with Modifications
 which included the use of the Reverse United cost classification method.

73. According to the OCC, Commission policy decisions should not be reversed or revised unless there is compelling arguments for such a change.  It is important that there be a continuity of Commission policy for both the utilities and the utilities customers.  The OCC states that this does not mean that a Commission should never be reversed as facts and circumstances change.  However, in this case, there have not been any facts or circumstances that would justify a change in the cost classification method used by Public Service since 1999.


c. EOC

74. It is the recommendation of EOC that non-customer-related fixed costs should be classified and allocated to classes pursuant to the Reverse United method.  If this is done, no increase in the current S&F charge for the residential class is warranted.  As represented by EOC, the preponderance of evidence supports a view that the current residential S&F charge is too high.  In addition to rejecting Public Service’s MDS support for an increased residential S&F charge, the Commission should reject Public Service’s policy arguments in support of such an increase according to EOC.
75. EOC states that Public Service has proposed to use the Reverse United method to classify and allocate non-customer-related fixed costs.  EOC notes that the use of the Reverse United method results in a residential class S&F charge of $8.42.
  This supports the $8.50 level of residential S&F charge advocated in this case by the Staff and the OCC, and is consistent with the S&F charge of $8.34 that would result from the overall cost-of-service approach proposed by EOC. EOC states that the current base rate residential class S&F charge is $10.00, with Public Service’s proposal to increase it to $13.88.  The effect of such an increase in the fixed monthly S&F charge is a larger amount of total revenue that Public Service can be assured of collecting from residential customers, independent of their usage. 
d. Atmos

76. Atmos advocates the adoption of the SFV method to classify and allocate costs along with the use of the MDS.  This method allocates 100 percent of fixed, demand-related costs on the basis of demand billing determinants.  Atmos charges the CCOSS proposed by Public Service misallocates nearly $45 million dollars in demand-related costs to customers who are not responsible for those costs, referring to the use of the Reverse United method as the reason.  Atmos further states the widely accepted cost-causative principles are violated by the use of the Reverse United method and must be rejected by the Commission.  

77. Instead, Atmos argues that the SFV scheme would appropriately allocate all non-customer related demand costs solely on the basis of demand.  The evidence shows that a substantial portion of Public Service’s fixed costs are directly proportionate to the maximum capacity of its customers.  Atmos asserts that this causes additional costs being incurred to meet increases in the customers’ peak hourly demand.  Further, the evidence demonstrates that many of the fixed, demand-related costs are directly proportionate to the number of customers on the system according to Atmos.  Finally, the evidence shows that the maximum demand placed on the system directly correlates to the number of customers on the system. Atmos asserts that as the total number of customers increase, the maximum capacity requirements placed on the system may also increase.  When enough customers are added to the system, the increased capacity requirements may cause Public Service to incur additional costs.  Atmos concludes that no such relationship exists between either customer numbers or peak capacity, and commodity usage. 

e. Climax
78. Climax submits that the Commission should reject the use of the Reverse United allocation method in favor of adopting the SFV allocation method for use in Public Service’s CCOSS, along with the MDS methodology.  It is Climax’s position that the SFV allocation is the most reasonable method to employ in this case as it meets the pricing goals of cost-causation and of establishing just and reasonable rates, and avoids the problem of inter-class cross-subsidization that results from the Reverse-United method.

79. Under the SFV methodology, 100 percent of the non-customer related fixed costs are allocated on the basis of the relative demand of each customer class by correlating demand and non-customer fixed costs which do not vary with usage.  In this manner, these fixed costs are allocated to customer classes in proportion to their responsibility for causing them.

80. Climax points out that the goal of cost-causative allocation was advocated by Public Service, EOC, and the OCC as being principally important in achieving various pricing goals of fairness and equity.  Climax underlines Public Service’s statement that base rates are key because if customers are responsible for the costs they impose on the system, then cross-subsidization between customer classes and among customer in the same class is minimized.  According to Climax, the interest in avoiding cross-subsidization does not support the use of Reverse United.  Climax states that the effect of this allocation to the extent capacity costs are recovered through a usage charge, low load factor customers will pay less than their true cost of service and high load factor customers will pay more.

81. Climax presents further argument that the record lacks compelling, or even substantial, evidence that justifies use of the Reverse-United method over the SFV approach.  Public Service was bound by the terms of the settlement agreement in Docket No. 05S-264G not to classify less than 25 percent of the non-customer related fixed costs as usage related costs.  As represented by Climax, despite Public Service’s commitment in settlement of a prior rated case, Public Service testified that the use of a methodology that treated less than 25 percent of non-customer related fixed costs as commodity costs would not result in rates that were unjust or unreasonable.  

82. In summary, Climax recommends that the Commission refrain from adopting the Reverse United allocation method by default in this case simply because it has been adopted in the past.  Rather, the interests of fairness and equity, and the evidence in the record necessitate that the Commission reject the Reverse United approach and adopt the Straight Fixed Variable methodology. 
2. Discussion and Findings 

83. Public Service has proposed base rates which were developed based on the results of the CCOSS utilizing Reverse United methodology.  The OCC advocates for the continued use of the Reverse United cost classification method stating there have not been any facts or circumstances presented in this case that would justify a change in the cost classification method used by Public Service since 1999.  EOC also is supporting the continued use of Reverse United.  
84. Atmos and Climax support instead the adoption of the SFV method to classify and allocate costs.  It is Atmos and Climax’s position that the SFV allocation is the most reasonable method to employ in this case as it meets the pricing goals of cost-causation and of establishing just and reasonable rates, and avoids the problem of inter-class cross-subsidization that results from the Reverse United method.

85. Based on a full and complete record the Hearing Commissioner will order a change in allocation methodology away from the Reverse United method.  Atmos and Climax provide credible arguments that the SFV allocation is the most reasonable method to employ.  Based on a review of the current regulatory environment, there is merit in the position advocated by Atmos that the Reverse United method may misallocate dollars.  The SFV scheme is superior because it will appropriately allocate all non-customer related demand costs on the basis of class peak demand. 
86. In the other direction, the proponents of Reverse United did not provide compelling evidence in this case why the methodology should be used.  The main argument in support of the use of Reverse United appears to be that it has been used previously and represents a settlement position of certain parties in a previous case.  While this logic provides some support, it does not overcome the more compelling arguments of the advocates for SFV.
87. Although the Hearing Commissioner agrees with the OCC that it is important to have a continuity of Commission policy for both the utilities and the utilities customers, the Hearing Commissioner also find that it is sound public policy practice to review from time to time the cost classification methods.   In view of this consideration, the Hearing Commissioner will order in this case that Public Service move its cost allocation methodology towards the SFV outcome and away from an allocation of fixed costs that employs a volumetric allocator, such as Reverse United.  Public Service shall re-file its rates based on an allocation of non-customer related fixed costs that is the average of the Reverse United and SFV methods.  In effect, this will move the allocation method halfway towards SFV from Reverse United.  The Hearing Commissioner finds that this method will improve the cost-tracking aspect of the cost of service study, while acknowledging the merit of continuity in rate making practices.  In future cases the Commission will consider whether to complete the transition to SFV, or choose another methodology.

88. The Hearing Commissioner is aware that the SFV methodology is used in many jurisdictions, including at the FERC.  The Hearing Commissioner is also aware that there are variations on the SFV methodology, such as the Modified Fixed Variable (MFV) method, although the MFV was not advocated in this proceeding by any party.  It may be appropriate in future Phase II proceedings for Public Service to consider such variations when the Commission determines whether to continue the move away from Reverse United and toward SFV.

89. Public Service is therefore required to re-file its rates using the average of the SFV and Reverse United methodologies for allocating costs.
D. CCOSS and Various Recommendations as to Alternative Treatment of Certain Costs.

1. Public Service
90. EOC and Seminole recommend that the Commission direct that certain specified costs be treated differently in Public Service’s CCOSS than as proposed by the Company.  Public Service agrees with EOC’s recommendation that FERC Account 755 (Field Compressor Fuel) and Account 773 (Fuel for Gas Extraction) are variable costs that should be allocated using a commodity allocation factor.  Public Service allocated these costs using a demand allocation factor.  However, Public Service states that the Commission should reject EOC’s recommendations regarding production and gathering costs, labor related costs associated with major account representatives, and cash working capital associated with natural gas purchases.  In addition, Seminole’s recommendation that costs associated with gas supply should not be allocated to transportation customers should be rejected.

91. EOC asserts that all production and gathering costs should be classified as usage-related and allocated based on test-year usage, rather than applying the Reverse United method.  According to Public Service, EOC’s recommendation is based on the belief that Public Service’s on-system fixed costs related to its production and gathering plant should be treated the same as the bulk of comparable upstream production and gathering costs that it pays as part of the market price for gas supplies it purchases in arms-length transactions.  
92. EOC also recommends that the Commission order Public Service to directly assign the major account representatives cost contained in FERC Accounts 908 and 912 to the nonresidential rate classes and classify these costs as 50 percent based on throughput and 50 percent based on customers with a weighting of 50 percent for the small commercial class.  According to Public Service, while it is true that major account representatives are not directly assigned to residential customer accounts, EOC has failed to show that residential sales customers do not receive significant benefits from Public Service’s support of major customer accounts, such as tailoring facilities and services to continue to attract larger load customers on Public Service’s system.  Further, EOC has not supported these special allocation and weighting factors.  Public Service asserts that if the Commission were to agree with EOC to directly assign major account representative costs to the non-residential classes, these costs should be classified as 100 percent customer related as per the Reverse United methods.

93. Public Service asserts that EOC’s recommendation to treat cash working capital associated with gas commodity purchases as 100 percent usage-related disregards the basis for cash working capital, which is driven by expense leads and revenue lags.  Public Service’s method of allocating 59.1 percent as customer-related and 40.9 percent as commodity-related merely follows its historical practice of classifying these costs between demand, commodity, and customer-based on-system revenues without gas transportation revenues.  In any event, EOC has not provided sufficient evidence to show that Public Service’s historical treatment of these costs is wrong according to Public Service.

94.  Public Service states that Seminole’s claim that labor-related costs associated with gas supply should not be allocated to transportation customers ignores the fact that Public Service’s gas transportation business is significantly dependent upon the large quantities of gas supplies that Public Service must assure is available for gas sales customers.  As such, gas transportation customers benefit from the gas supply function performed by Public Service.  Without such gas supplies, gas transportation service on Public Service’s system would be much different than as currently provided under Public Service’s tariffs.

2. EOC

95. EOC has proposed adjustments to Public Service’s cost of service approach to correct what it considers methodological mistakes.  These adjustments are: (1) to remedy an internal inconsistency in Public Service’s cost of service treatment of field compressor fuel and fuel for gas extraction; (2) to classify all gas gathering and production plant and expense as commodity-related; (3) to allocate the cost of “major account representatives” exclusively to non-residential customers; and (4) to classify gas commodity cash working capital entirely as commodity costs and allocate these costs to classes based on commodity sales revenues.  These adjustments in total would reduce the residential class revenue requirement $1.4 million.
  EOC proposed these adjustments for the Commission’s consideration, but stated it would accept the class revenue requirements in Exhibit JPK-2.  
3. Seminole

96. Seminole asserts that labor costs, specifically GMS expenses associated with system operation should not be allocated to transportation customers.  Seminole cites the fact that transportation customers are telemetered and have to nominate, schedule, and balance their own gas supplies.  Further, transportation customers are already directly-assigned the costs of their customer service representatives.

97. Additionally, Seminole notes that it has a master contract with Public Service which reduces the administrative burden on Public Service.  That fact the Seminole pays the bill and then has the responsibility for rebilling individual end users also shifts the risk of collection away from Public Service to Seminole.   

4. Discussion and Findings 

98. EOC and Seminole recommend that the Commission direct that certain specified costs be treated differently in Public Service’s CCOSS than as proposed by the Company.  Public Service argues that of the five different categories of costs to which these recommendations relate, the Commission should only adopt one and reject the others for purposes of this proceeding. 
99. Since, on rebuttal, Public Service accepted EOC’s adjustment regarding the treatment of field compressor fuel and fuel for gas extraction, the Hearing Commissioner directs Public Service to make that change.

100. The Hearing Commissioner finds, based on the record, that Public Service’s position on the four remaining issues will be adopted.  EOC and Seminole have failed to substantiate a basis for a change in the current regulatory treatment of the remaining issues in dispute.
E. S&F Charges

1. Public Service

101. As discussed above, the proposed S&F charges were developed using a minimum distribution system methodology.  Without reiterating information discussed above in the “Minimum Distribution System” section, several separate concepts related to the development of S&F rates are addressed here.

102. In its position that a MDS approach is preferable, Public Service describes a pricing distortion that occurs without the application of the MDS.  It points out that more than 10 percent of Public Service’s total test year revenue requirement that is currently being collected through the Usage Charge is actually customer-related and that these costs should be collected through the S&F charge.  
103. While Public Service does not dispute that higher usage charges would theoretically tend to encourage more energy efficiency, it states this factor must be weighed in contrast against the necessity for departing from rates that more accurately reflect cost causation and the perverse disincentive it would create for the utility that would suffer earnings erosion from declining use per customer.  Further, Public Service points out that the vast majority of the customer bill is dependent on usage, so an adequate price signal already exists.

104. In arguing for a higher fixed charge, Public Service discussed the Partial Decoupling Rate Adjustment (PDRA).  The Commission granted Public Service a PDRA which reduces the Company’s financial risk of changes in weather-normalized use per customer.  However, Public Service asserts it remains at risk for any annual declines from test-year levels up to 1.3 percent.  Consequently, Public Service still bears a large share of the earnings decline attributable to energy efficiency or customer responses to higher commodity prices.  Moreover, Public Service continues to absorb all risk of weather-related variations in use.  According to the Company, the PDRA only addresses a small fraction of its risk of reduced usage and earnings erosion.

2. Staff

105. Staff argues against increasing the allocation of cost recovery in the monthly S&F charge for natural gas service citing it as contrary to the public interest and not supported by the evidence presented by Public Service or Atmos.  In addition, Staff maintains a higher monthly fixed charge is contrary to the recent legislative mandate that encourages energy conservation as provided in § 40-3.2-103, C.R.S. 
106. In favoring a minimum system approach, Public Service and Atmos advance arguments to further their desire for a higher fixed charge.  Staff states that Public Service seeks revenue stability in proposing a higher monthly fixed charge and Atmos, as Public Service’s largest transportation customer, seeks to shift $4.43 million of distribution main costs from away from the TFL customer class. Staff submits this reasoning in support of a minimum system approach should be rejected.

107. Staff submits that should Public Service’s minimum system proposal be adopted, an adjustment must be made to lower the total system footage by approximately 21,000,000 feet ($89,000,000/$4.25 per foot) to account for the contribution in aid of construction (CIAC) amount of $89 million. During the hearing an error in Public Service’s minimum system proposal was identified.  Specifically, with regard to Hearing Exhibit 3, Exhibit JPK-10, Public Service testified the $639 million in line 1 is the gross balance in mains and excludes mains funded by CIAC.  Public Service also testified that the figures in lines 1 and 8
 of JPK-10 are consistent if they both excluded mains funded by CIAC.  The shortcoming to JPK-10 is that line 7—Total System Footage as of June 30, 2006 (from DOT information)—includes mains funded by CIAC.  This figure was used to derive the $457 million in line 8 of JPK-10.  In response to questioning by the Hearing Commissioner, Public Service testified the CIAC amount included in the gross balance in mains is $89 million.  

3. OCC

108. The OCC advocates an S&F charge set at $8.50 for residential customers and $23.00 for small general service customers stating this level is consistent with the Reverse United method. 

109. As an alternative, if the Commission believes that the combination of lowering the Residential and raising the Small General Service S&F charges may increase Public Service’s risk above the amount in its Phase I risk profile, the OCC recommends the continuation of the current S&F charge of $10.00 for residential customers and $20.00 for small general service customers.

110. The OCC points to Exhibit JPK-2 containing the electronic model and the summary results of Public Service’s CCOSS, which uses the Reverse United cost classification method.  The customer-related costs for residential customers are $8.42 and $22.98 for small general service customers.  These numbers are consistent with the OCC’s recommendation for the S&F charges.

4. EOC

111. EOC states that the use of the Reverse United method shows no increase in the current S&F charge for the residential class is warranted.  Further, evidence supports a view that the current residential S&F charge is too high.  The Reverse United method results in a residential class S&F charge of $8.42.
  This supports the $8.50 S&F charge advocated in this case by the Staff and the OCC, and is consistent with the S&F charge of $8.34 proposed by EOC.
112. EOC addresses the same inconsistency in Public Service Exhibit JPK-10 referred to by Staff on the question of the inclusion of whether CIAC costs have been accounted for properly. EOC asserts this undermines the validity of all the other calculations on the exhibit, including the $457 million of “minimum system costs” on line 7 that Public Service desires to have classified as customer-related.  EOC concludes the data presented by Public Service cannot be relied on to support the Company’s proposed S&F charges.

5. Discussion and Findings 

113. There are several issues underlying the choice of the S&F charge.  For the residential class, these include the idea that having a higher fixed charge that lessens the “price signal” impact of a higher usage charge.  Parties suggest that conservation efforts would be more pronounced with the higher usage charge and lower fixed rate.  Public Service argues that the higher fixed charge they propose for residential is more representative of cost causality factors, and allow for more certain cost recovery.  Parties have based their proposals on cost models filed in this case, or on a party’s modification of those models.

114. The Hearing Commissioner has determined that there should not be a change from the current fixed charge for all rate classes, net of the GRSA.  Rather than rely solely upon the cost model outputs that have been proffered in this case, the setting of the rates will be based on both the cost models and policy considerations.  This Commission has the authority and prerogative to set rates based on an evaluation of the evidence and policy needs and has done so in the past.

115. The current S&F rates have been in place since the last Phase II rate case, and it is appropriate to keep those rates stable.  The existing S&F rate for the residential class, which represents the vast majority of the revenue stream to Public Service, lies between the two proposals made by the parties in this case.  Given the recent fluctuations in the price of gas, retaining the current S&F charges (less the GRSA) is prudent and customers have become accustomed to these rates.  Further, the Hearing Commissioner is aware that Public Service will likely file a new gas general rate case in the coming months.  Absent a compelling reason to change the S&F charge now, only to see a new level advocated based on a new revenue requirement, it is prudent to retain the S&F charges at their current base rate level.

116. Public Service will therefore revise its proposed rates based on this finding regarding the S&F charges.  

F. Splitting Commercial and Transportation Classes 

1. Public Service

117. The basis for Public Service’s proposal to split its CG and TF classes had its origins in Docket No. 05S-264G.  In that docket both Staff and Seminole suggested that the differences in the CG and TF rate design and/or rate levels could provide uneconomic incentives for customers to choose either sales or transportation service.  
118. As part of the First Modified Settlement in Docket No. 05S-264G, Public Service was required to convene a series of pricing workshops with interested stakeholders to explore various issues raised during Docket No. 05S-264G in a more collaborative setting.
119. The stakeholders who participated in the subsequent pricing workshops included this issue in their discussions and submitted a Report of Participants in Gas Pricing Workshops to the Commission on November 15, 2006.  The following consensus regarding the rate comparability issue was provided on page 18 of the report:

Public Service will file [a] comparability proposal in its next Phase 2 rate case similar to what Public Service proposed in the workshops. More specifically, Public Service would: establish small and large CG and TF classes; treat the small CG and small TF classes as one class for costing purposes; treat the large CG and large TF classes as one class for costing purposes; and develop similar methods of establishing billing demand for large CG and TF customers.
120. The workshop participants recognized that many details must be worked out before a specific proposal can be implemented.  The workshop participants reserved their right to evaluate the details of Public Service’s proposal.
121. In this docket, Public Service states that one of its primary goals is to split the firm transportation and sales classes into two subclasses to promote rate comparability between natural gas transportation and sales service, consistent with Public Service’s commitment in the gas pricing workshops initiated as a result of Docket No. 05S-264G.

122. As a result of splitting the current Schedule TF into Schedules TFS and TFL, Public Service proposes that Schedule TFS have an applicability limit of up to an annual usage of 5,000 Dekatherms (Dth) and proposes a new Schedule TLF applicable to those customers with 5,000 Dth or more. Likewise, as a result of splitting the current Schedule CG into Schedules CSG and CLG, Public Service proposes that Schedule CSG have an applicability limit of up to an annual usage of 50,000 Therms (the equivalent of 5,000 Dth) and proposes a new Schedule CLG applicable to those customers with 50,000 Therms or more. 
123. Public Service also addressed the detail of how the test-year costs of serving small and large customers were derived.
 Public Service also testified to the proposed revised tariffs to implement this new rate design for CG and TF customers.

2. Seminole

124. Seminole supports Public Service’s proposal to split the commercial and transportation customers into small and large subclasses to promote rate comparability.  However, it takes issue with the proposed S&F charges for transportation customers specifically citing the higher charge (almost double) for small TF customers as compared to the small CG customers.
  

125. Seminole states the only difference between sales and transportation rates should be the cost of gas, which is not an issue in this case, and costs that are unique either to sales customers or to transportation customers.  It further asserts that costs directly assigned to transportation customers were not done on a cost-causation basis.  In particular, the Transportation A&G Expense of $722,314 and the Transportation GMS Expense of $421,434 are referenced to support Seminole’s contention that transportation customers are assigned a portion of the costs that Public Service incurs to serve sales customers.

126. Seminole states that Public Service has the burden of proof in this docket.  Seminole is challenging the direct assignment of costs to transportation customers and its subsequent impact on the proposed S&F charges.  Specifically, Seminole questions whether $1,143,748 in costs were caused by transportation customers in the same proportion in which Public Service allocated those costs to transportation customers.  Seminole further advocates that Public Service should not be allowed to directly assign GMS labor expense based on load points to transportation customers.  Seminole states that, until Public Service has undertaken an evaluation of cost-causation that is not one-sided, all costs should be allocated pro-rata to all customer classes.
3. Discussion and Findings 

127. The Hearing Commissioner finds based on the record that Public Service has met its burden of proof and the basis for Public Service’s proposal to split its CG and TF classes will result in just and reasonable rates.  Although we are concerned by the arguments raised by Seminole regarding the allocation and assignment of costs, the Hearing Commissioner does not find that Seminole’s arguments justify changing Public Service’s CCOSS model at this time.  The Hearing Commissioner would encourage Public Service and Seminole to have an on-going dialogue relating to the proper assignment of costs.  The Hearing Commissioner orders Public Service, in its next Phase II proceeding, to present testimony addressing the status of issues raised by Seminole in this docket including any resolutions or proposed cost assignment alternatives. 
G. Gas Lighting

1. Staff

128. Staff recommends that Public Service Outdoor Gas Lighting service for residential and commercial customers should be discontinued as a tariffed service.  In testimony, Staff states the current unmetered outdoor gas light customers are subsidized through the gas cost adjustment (GCA) mechanism by approximately $200,000 for gas consumed.
  Accordingly, Staff recommends that the Commission should disallow the practice of not charging for unmetered outdoor gas lighting service usage to continue.  Outdoor Gas Lighting service should therefore be discontinued.
129. Staff points out that gas lighting offered by Public Service runs on a continuous basis and Public Service charges $8,765 for all the unmetered outdoor gas lights.  Staff argues that in contrast the gas usage from unmetered outdoor gas lights costs approximately $200,000.  Through the GCA, all sales customers subsidize the costs not recovered from the unmetered gas lights customers.  Staff maintains it is better to move the natural gas lighting behind the meter so usage can be metered as is done with every other Public Service customer.

2. Public Service

130. Public Service agrees that Staff has identified problems with the provision of Outdoor Gas Lighting service.
 However, it argues that the solution proposed by Staff is overly harsh to existing customers who desire this service.  According to Public Service, solving the problems with Outdoor Gas Lighting Service is more complicated than Staff’s proposal of simply disconnecting the unmetered gas lines to these customers and terminating the service. Public Service argues that physically disconnecting the service line will require it to incur costs and many of the customers have made significant investments in decorative gas lighting fixtures in reliance upon the Commission-approved gas tariffs. Public Service points out those customers would need to install their own service lines to connect to the downstream side of their gas service meter. 

131. Public Service states that if the Commission ordered Gas Lighting service to be removed from the tariff, several activities would need to occur at current installations. Customers would need sufficient notice to allow them to weigh their outdoor gas lighting options and to coordinate a time with Public Service to cut the gas light lateral from the service lateral. Second, if the customer wanted to continue to have gas lighting, the customer would need to hire a contractor to install an underground gas line running from the customer's side of the meter out to the gas light fixture.

132. Public Service estimates that the cost to cut the gas light service, seal the service lateral, and abandon the gas light lateral would be approximately $500 to $1,000 for a typical installation, with the total cost of the project running $30,000 to $60,000.  The customer would have to have a new fuel line installed from the customer's side of the gas service meter to the gas light fixture. Public Service estimates that the cost to have a contractor complete this work is on average about $2,000, but the actual cost will depend in large part on the distances involved.

133. Short of requiring Public Service to physically disconnect its unmetered service lines and requiring every customer to install a service line to connect its outdoor gas light fixture to the downstream side of its service meter, Public Service proposes to develop a billing procedure that will impute sufficient gas costs to essentially eliminate any subsidization under the GCA by billing the GCA based upon a flat monthly usage. Because of the relatively small magnitude of the cost subsidization resulting from providing this service, Public Service believes this is a more reasonable and a less harsh solution to addressing the Outdoor Gas Lighting service problems identified by Staff.  In summary, Public Service recommends that the Commission direct Public Service to investigate ways to solve the problem of cost subsidization that is inherent in this service

3. Discussion and Findings

134. Staff has identified a case in Public Service’s tariff that results in a possible case of cross-subsidization.  Staff has also identified the theoretically correct method of remedying this situation.

135. Public Service has detailed its internal costs of correcting the Outdoor Gas Lighting, but has also provided estimates of the customer’s portion of the project.  Public Service also suggests certain time frames and procedures to ensure that customers can make rational decisions whether to re-design their lighting, or drop the service.

136. Public Service’s counter proposal to Staff to develop an improved billing procedure to impute more gas costs to Outdoor Gas Lighting customers is a proper step at this time to develop some remedy to the issue of cross-subsidization.  The Hearing Commissioner orders Public Service to develop its new billing procedure and file it with the Commission no later than April 1, 2009.
H. Public Service Energy Assistance Pilot (PEAP)

1. Public Service

137. Public Service proposes the Public Service Energy Assistance Pilot (PEAP) as a way of testing the impact of supplemental financial assistance and arrearage forgiveness upon the bill payment behaviors of low-income customers.  Public Service cited the new statutory authority granted to the Commission concerning low-income customers as a basis for the PEAP program. 

138. Public Service proposes a 30-month pilot program including a 3-month ramp-up period, 24 months of assistance, and a 3-month ramp-down period.  Public Service testified that it anticipates serving approximately 7,500 customers at any given time during the 24-month period.  Public Service testified that the proposed PEAP would target low-income customers, defined as those eligible for the state’s Low-income Energy Assistance Program (LEAP).  Public Service further testified that customers with a disconnection in the past 12 months or a past-due balance in excess of $250 would be targeted for participation.

139. Public Service states that the financial assistance provided through PEAP would be calculated based upon the participant’s income, and would be provided as a supplement to LEAP, with the objective that participants would have no more than a 5 percent “energy burden,” (pay no more than 5 percent of household income for natural gas energy).  Public Service testimony also explained that PEAP participants would have a cap placed on their energy consumption based upon historic usage, and that participants must agree to an averaged monthly payment plan.

140. Public Service further explained that, with regard to arrears, current collection and disconnection activities would be suspended for a PEAP participant, and that payment plans extending up to 24 months would be established, with customers required to repay 50 percent of the past due amount; the other 50 percent would be forgiven if the customer maintained the payment arrangement.  Also, Public Service testified that, after the past due amount had been cured, customers could continue to participate in the pilot if they still qualified for the energy burden assistance.

141. Public Service proposed filing a status report 18 months after the start of PEAP operations and another report 30 days after the end of the pilot.  The final report would address program results, outcomes, recommendations, and proposed next steps.  Public Service also requested flexibility to make adjustments to the program design during implementation, particularly the 5 percent energy burden cap. 

2. Staff

142. Staff advocated that Public Service investigate participation by low-income customers other than LEAP recipients and that Public Service not impose a cap on the number of participants enrolled in PEAP at any given time.  Staff also advocated that Public Service should explore PEAP participants also participating in low-income demand side management (DSM) programs, and recommended that this issue be addressed in the docket concerning Public Service’s Biennial DSM Plan.

143. Concerning arrearage forgiveness, Staff encouraged Public Service to pursue more preventative practices, such as requiring all LEAP recipient customers to enroll in an average monthly billing plan.  Staff also advocated that Public Service provide a bill credit to LEAP recipient customers who successfully make 12 averaged payments.  Staff proposed that Public Service use the first 18 months of PEAP as a ramp-up to a permanent program, subject to periodic Commission review and monitoring, and that the Commission order Public Service to keep Staff apprised of all important PEAP design modifications.

144. Staff also testified that the primary challenge for the Commission, in reviewing the PEAP proposal, is whether it constitutes a “reasonable preference or advantage” in accordance with state statute.

3. OCC

145. The OCC testified in support of the program design and the concept of studying low-income energy assistance through a pilot project, specifically affirming this as an appropriate way for the Commission to consider how to “grant a reasonable preference or advantage to low-income customers,” as set forth in § 40-3-106(d)(I), C.R.S.
4. EOC

146. EOC asked for the Commission to require Public Service to articulate the outcomes and objectives of PEAP prior to its implementation.

147. EOC advocated for expanding arrearage forgiveness to those customers that would not qualify due to the 5 percent income burden requirement.  EOC also advocated for a lower threshold regarding the amount of pre-existing arrears a customer must have in order to be eligible to participate.  EOC testified that if, Public Service limits participation to 14,000 customers, Public Service should target customers other than exclusively those who are significantly payment troubled, in order to conduct a broader analysis of the low-income population.  

148. EOC advocated for deleting the usage cap proposed by Public Service.  EOC contended that the participants will have an incentive to control usage if they are provided a monthly “fixed credit,” versus the proposed straight percentage of income.  Concerning arrearage repayment plans, EOC advocated for deleting the policy of permanently barring participants from re-entering PEAP if a participant became delinquent in payments.  EOC also advocated for flexibility in amount of arrears a customer should be expected to repay, versus the proposed fixed ratio of 50 percent. EOC recommended setting a cap on arrears payments equal to 1 percent of customer’s annual income.  

149. EOC also advocated that LEAP payments received by a utility need to be used “to reduce the shortfall between the customer’s percentage of income payment and the bill that a PEAP participant would have received at standard residential rates.”  EOC also advocated that “only basic LEAP grants should be paid to Public Service to reduce the shortfall.”  EOC contends that the right to receive LEAP contingency funds should remain with the customer, versus be credited against any shortfall.

150. EOC also advocated for connecting PEAP participants with weatherization services, such as the Energy $aving Partners program (E$P).  EOC also suggested using E$P outreach/intake activities to screen for potential PEAP participants.

151. EOC also advocated for Public Service operating PEAP over three full heating seasons, and a fourth full year after the end of the program, to allow for Commission deliberation regarding evaluation and continuation.  EOC argued that this approach is necessary in order to avoid sending a message to low-income customers that these programs are inconsistently available.  EOC also argued that Public Service should adopt a policy that it will continue PEAP unless evaluation specifically finds that it does not work.

5. Seminole

152. Seminole encouraged Public Service and the Commission to consider low income energy assistance options that would extend to low income residents of facilities that are transportation customers, such as low-income customers residing in multi-family properties serviced via master meter accounts.
6. Public Service Rebuttal

153. In Rebuttal Testimony and during the hearing, Public Service and other parties reached consensus around a number of the issues that were in contention.  Other points remained in dispute.

154. In Rebuttal Testimony, Public Service concurred with Staff on requiring average monthly billing as a component of PEAP and that Staff (and other stakeholders) should be provided timely information regarding important program changes occurring during pilot. Public Service also accepted Staff’s position concerning the need for a comprehensive evaluation, and testified that it “expects a defined set of criteria to be directed as part of the final Commission order in this docket.”

155. Public Service rebutted Staff’s position concerning expanding outreach beyond LEAP recipients.  Public Service argued that limiting participation to LEAP recipients, and possibly Food Stamp recipients, is a simpler and more cost effective way to handle customer qualification.

156. Public Service also objected to Staff’s call for designing an automated database in support of PEAP.  Public Service argued that there is not a need for an automated tracking system that can accommodate 60,000 accounts.  Public Service contends that the existing systems can adequately track PEAP customers.

157. Public Service disagreed with Staff’s call for open-ended enrollment during the pilot period (potentially beyond the targeted participation levels), contending that it is not feasible, because the pilot size is tied to specific cost recovery levels, and that a decision to expand enrollment should occur after a cost-effectiveness evaluation.

158. Public Service also stated in rebuttal testimony that it is “not entirely” in support of Staff’s proposal that customers be provided an annual bill credit after 12 timely payments are made.  Public Service testified that this Staff “proposal is consistent with Public Service’s proposed arrearage forgiveness program” yet, advocated that “it would be prudent to study customer participation levels and the rate impacts of the PEAP and the proposed low-income DSM programs before expanding either of these initiatives.”

159. Public Service also objected in its Rebuttal Testimony to making the PEAP program permanent through this docket.  It acknowledged that “some form of low-income energy assistance will be a part of its utility rate structure for the foreseeable future…”
, yet are not willing to commit to continuing PEAP until an evaluation is complete.

160. In response to EOC’s testimony, Public Service communicated a general agreement with EOC’s recommendations concerning the design of PEAP.  Public Service agreed to explore other avenues for intake and income verification, as long as income verification is performed external to Public Service.  It also expressed a willingness to explore having outreach and eligibility determination conducted via the Food Stamp Program.  Public Service expressed a willingness to reduce the energy burden threshold below the 5 percent originally proposed, if the customer agrees to make a co-payment and testified that the co-pay amount be calculated as a percentage of income and that it increases as the size of the arrears increases.  Public Service also agreed to reach out to the two specific customer groups identified by EOC as needing to be included in PEAP, concurring that this will add to the value of the pilot.

161. Public Service also expressed in Rebuttal Testimony that it agreed, “to a certain extent,” with a “fixed credit” approach to bill assistance, versus a “percentage of income” approach as originally proposed.  Public Service also agreed with allowing more than two late payments before removing a participant from the program. Public Service concurred with using its regular collection cycle to handle delinquencies instead of tracking PEAP non-payments separately and removing customers.  Further, Public Service concurred with reinstating customers to PEAP after they are successfully processed through collections.

162. Public Service agreed to remove the “usage cap” as originally proposed.  It concurred that the cap would not benefit the evaluation of the fixed credit approach to assistance.  Public Service concurred with the argument that with a fixed credit, the responsibility for, and impact of, changes in usage vests with the customer, so an incentive to reduce usage is already in place.

163. Public Service expressed its support of EOC’s recommendation that the combined new payment and arrears payment should not exceed 6 percent of income.  Public Service also agreed with conducting on-going monitoring of the 5 percent energy burden policy, to assess its impact on the pilot.

164. Public Service agreed that LEAP payments for PEAP participants should be credited toward the shortfall between full amount due and partial amount being paid, versus being made available for customers to use to pay the partial amounts.  Public Service testified that this is its historical practice concerning crediting LEAP payments.

165. In its Rebuttal Testimony, Public Service stated its support for linking PEAP participants with energy efficiency services, such as E$P weatherization and other emerging low-income DSM programs.

166. Public Service disagreed with EOC’s proposal that PEAP be extended past 30 months, to three full heating seasons plus a fourth full year.  Public Service argued that “the further out the pilot goes, the more difficult it is to determine appropriate costs for both energy burden reduction and arrearage forgiveness amounts”
.  Public Service further testified that it “will continue to provide energy burden reductions to customer until the Commission has time to review the evaluation and provide direction to Public Service.”
  Public Service stated that it anticipates making a filing July 1, 2011, concerning continuation of the program.  Public Service also objected to an automatic extension of PEAP beyond the pilot period.

167. Public Service agreed to conduct annual discussions with stakeholders regarding program design.  Public Service testified that it envisioned convening a stakeholders group and advocated for the group being advisory.

168. Public Service stated that it is willing to explore a PEAP for electric customers, as advocated by EOC.

169. In Rebuttal Testimony Public Service objected to Seminole’s proposal that PEAP services be provided to transportation customers; arguing that this is not an appropriate use of ratepayer funds, “since it would not be linked to the typical collection activities of the targeted segment.”

7. Discussion and Findings

170. The Hearing Commissioner concurs with the position of Staff that the primary challenge, with regard to PEAP, is determining whether such a program grants a reasonable preference or advantage to low-income customers, consistent with the authority granted to the Commission pursuant to § 40-3-106(d)(1), C.R.S.  No party testified that the project would grant an unreasonable preference or advantage.  The proposed program has the potential of effectively addressing acute payment problems, while also improving utility operations, to the benefit of all customers.  The Hearing Commissioner finds that the preferences and advantages that will be offered through PEAP-type services are reasonable.

171. PEAP has been proposed by Public Service with a specific endpoint and no specific expectations concerning the continuation of these types of services once the pilot is completed and the results reported to the Commission.  Staff advocated for PEAP to be considered a “ramp up” to a permanent program, subject to periodic Commission review and monitoring.  Staff further argued that continued low-income assistance, in contrast to only a pilot program, is appropriate and in the public interest.  EOC advocated for Public Service adopting a policy that it will continue PEAP unless the evaluation specifically finds that PEAP was not successful.  EOC argued that such an approach reinforces continuity in the messages communicated to the low-income community concerning available assistance.

172. The Hearing Commissioner finds that the provision of energy assistance services to low-income customers shall be implemented on a pilot basis, as proposed by Public Service and as modified later in this order.  This approach serves to test specific concepts and delivery strategies as a basis for determining the design of a possible full-scale program, with limited risk.  The Hearing Commissioner further finds that the arguments put forth by Staff and EOC are compelling, in terms of needing to incorporate into the front-end planning a strategy for transitioning from a pilot to a full-scale program without service disruption and customer confusion.  Thus, while the approvals provided within this Order pertain to a pilot project and associated budget and timeframe, the Hearing Commissioner finds that the project plan shall be modified to address service continuity during a possible transition to a full-scale program.  Further, the Hearing Commissioner finds that the project plan shall test how operating systems and procedures would be administered if the program is expanded to full scale.  This requirement is made partly in response to Staff’s concerns about database support for PEAP, so that a transition to a full-scale program will not require the development of new systems and procedures, and associated delays in implementation.  In effect, Public Service shall be prepared at the end of the pilot phase for full implementation of any services deemed successful.
173. The Hearing Commissioner finds that, as a pilot project, PEAP must define the specific objectives of the study.  As currently proposed and modified in Public Service’s Rebuttal Testimony, there is inadequate detail concerning the study questions that PEAP proposes to answer.  EOC advocated for Public Service and stakeholders to be allowed to work together to articulate these questions.  Public Service, in its Rebuttal Testimony, agreed with the EOC recommendation of a stakeholder group, convening annually and functioning in an advisory capacity to Public Service.  The Hearing Commissioner finds that a stakeholder group shall be established and convened promptly.  
174. The stakeholder advisory group membership shall include representation by Staff, the OCC, and EOC.  The Hearing Commissioner also recommends that the group contain two to four additional members with expertise concerning low-income energy assistance and/or the evaluation of financial assistance services.  These members should be chosen jointly by Public Service and the three other group members listed above.  The Hearing Commissioner further finds that one of the first tasks of this stakeholder group shall be to discuss the study objectives of PEAP, consistent with the general framework set forth in this Order, including but not limited to: determining the criteria to be used to determine if PEAP is a success and identifying the specific performance factors to be evaluated.  The Hearing Commissioner finds that it is neither feasible nor appropriate for this Order to set forth the specific evaluation criteria.  Rather, this task is appropriate for the stakeholder advisory group.

175. As requested by the Hearing Commissioner, Public Service has provided for the record a copy of An Outcome Evaluation of Indiana’s Low-Income Rate Affordability Programs (July 2007); the Colorado Arrearage Management Project (CAMP) Final Report (March 1995); and The Affordable Rate Pilot Project report (December 1996).

176. CAMP tested the provision of arrearage forgiveness to payment-troubled low-income customers, along with providing weatherization services or consumer credit counseling to sub-sets of the CAMP participants.  The CAMP Final Report concluded that “[i]t cannot be said that arrearage forgiveness proved to be very successful in reducing unpaid balances.”  It further stated that, “[i]f anything, it must be said that the approach to arrearage forgiveness as structured and defined in this pilot project had no effect on arrearage reduction.”

177. The Affordable Rate Pilot contained two payment assistance strategies, both involving arrearage forgiveness combined with a discounting of current utility costs.  One limited customer payments to a percentage of the actual bill (Percent of Bill, or POB).  The other limited customer payments to a percentage of the customer’s income (Percent of Income, or PIP).  The POB approach yielded 38 percent of participants remaining on the program for the full 24 months.  PIP yielded 44 percent of participants remaining for the full 24 months.  This study also concluded that participants remained successful in keeping current longer than the control group, even if they ultimately were unsuccessful over the full 24 months.  Participants also had lower average arrearage amounts than the control group.

The Hearing Commissioner finds that the experiences gained by Public Service in the past two low-income assistance pilot projects should be factored into the PEAP plan.  PEAP proposes to expend approximately $14 million and operate for a period of 30 months.  There is a 

178. reasonable risk that, without proper project design, PEAP will yield limited new information beyond that garnered in the earlier pilot programs concerning the efficacy of arrearage assistance for low-income customers.  Thus, Public Service is directed to prepare, in consultation with the stakeholder advisory group discussed above, a project design and evaluation plan that factors in the lessons learned in CAMP and the Affordable Rate Pilot, with the specific expectation of improving the success rates achieved in those projects.

179. The Indiana study of low-income utility assistance evaluated three distinct programs offered by three gas utilities.  Two of the programs were “Universal Service Programs” and provide discounts on current usage, leaving any pre-existing arrears to be paid by the customer.
  The third program, “Winter Warmth,” targets assistance toward pre-existing arrears as an intervention to reduce the occurrence of disconnections.  The report also concludes that the “Universal Service Programs…achieved the objective of reducing both the incidence and level of arrears experienced by program participants.”
  With regard to the arrearage forgiveness program, the report concludes that: 

[w]hile Winter Warmth was not successful in helping program participants retire arrears completely, at least in the few months for which data is available for this evaluation, the program results in a marked improvement, both over the payment patterns experienced without the program and over the payment patterns experienced by (low-income) customers not in the Winter Warmth program.

The Hearing Commissioner finds that the results of the Indiana study, along with the Staff testimony advocating for a “more preventative posture”
 concerning PEAP and EOC’s 

180. call for expanding the study beyond payment troubled customers, are compelling.  The use of a rate discount as a strategy to reduce the occurrence of arrears is supported by the record and is in effect in Xcel’s Minnesota service territory.
  The Hearing Commissioner directs Public Service to include within the PEAP design a segment that studies a discounted rate as a means of reducing the occurrence of arrears.  This might take a form similar to the Universal Service Programs in Indiana or the annual bill credit proposed by Staff, the Minnesota Xcel plan, or some other approach developed by Public Service in consultation with the stakeholder advisory group.  Also, the affect of a discounted rate shall be studied relative to sub-segments of the low-income customers currently without arrears, at a minimum targeting the elderly and disabled, while considering other identifiable segments.  The Hearing Commissioner suggests that this additional study requirement can be added to the PEAP program without significantly expanding the overall size of the project.  This modification is essentially only creating a new category of eligible participants.
181. Public Service proposed a budget of $14,163,959 for a 24-month pilot plus 6 months of ramp-up and ramp-down on each end of the pilot.
  Public Service also testified to a general outer limit of 14,000 customers being served over the 24 months, with no more than 7,500 enrolled at any one time.  This calculates to Public Service expending about $1,000 per PEAP participant, on average, if 14,000 customers participate during the 24 months.  If fewer of the original 7,500 customers require replacement during the 24 months, then the per-customer expenditure could grow, potentially up to almost $2,000 per customer.

182. The Hearing Commissioner finds that the budget will need to be revised to include the directive, above, that a rate discount be included as an arrearage prevention strategy.  The Hearing Commissioner finds that $1,000 per customer is a reasonable minimum target to use for budgeting, if the maximum numbers of customers participate.  With the inclusion of a discounted rate, and changes in the proportion of arrears that customers will be expected to repay (as discussed in Public Service’s Rebuttal Testimony), the budget will need to be allocated between arrearage forgiveness, affordability credits, and discounted rates.  Using 15,000 customers as an outer limit of participants, the Hearing Commissioner finds that a $15 million target budget is reasonable for this project.  

183. The Hearing Commissioner finds that the factor limiting the size of the pilot project shall be availability of funds, not the number of participants.  Public Service shall pursue a pilot implementation that does not arbitrarily limit itself to a certain number of participants.  Rather, Public Service shall continue to seek participants for all of the study groups, within reason and within the limits of the $15 million project budget.

Public Service and EOC have reached agreement on several aspects of the PEAP design.  The record indicates agreement concerning: offering arrearage forgiveness to income-eligible customers other than LEAP recipients, and households with energy burdens less than 5 percent; expanding the “affordability cap” to 6 percent, to include a 1 percent cap concerning the payment of arrears; revising the criteria to be used to remove a participant from the project; removing the “cap” on energy consumption; and linking PEAP participants to low-income 

184. DSM programs.
  The Hearing Commissioner commends the parties for working to reach agreement on these program design components and concur with their inclusion in the final PEAP design.

185. The timeframe of the pilot project is a significant item for which the parties did not come to an agreement.  EOC’s proposal to extend the project over three heating seasons, and for a full year after the end of the study, speaks to improving the depth of the evaluation as well as assuring continuity in service delivery after the pilot is completed.  Yet, the Hearing Commissioner does not find conclusive arguments in the record concerning the appropriate length of the study.  Furthermore, the record speaks to the growing need among Colorado’s low-income utility customers for financial assistance.  Thus, the Hearing Commissioner finds that the timetable proposed by Public Service is a reasonable approach for ultimately implementing a full-scale program.

186. Concerning the suggestion of Seminole regarding PEAP services for low-income customers receiving service through Transportation customer accounts, the Hearing Commissioner concurs with the arguments put forth by Public Service in its Rebuttal Testimony.  Such an approach would not be an appropriate use of ratepayer funds at this time “since it would not be linked to the typical collection activities of the targeted segment.”

187. The record in this Docket contains a discussion of expanding the PEAP concept to Public Service’s low-income electric customers.  EOC raised the issue of expanding arrearage forgiveness to electric customers, addressing the complete “energy burden.”  Public Service responded, stating that Public Service “will commit to further examination of an electric low-income energy assistance program as part of its internal planning.”
  While electric service matters are outside of the scope of this Docket, the Hearing Commissioner applauds Public Service’s willingness to explore this, and look forward to its inclusion in a future docket.

188. As noted, Public Service proposed that a status report be filed with the Commission after 18 months of program operations.  It also proposed that a final report be filed 30 days after the end of the pilot, addressing results, outcomes, recommendations, and next steps.  The Hearing Commissioner finds these proposed reports reasonable and direct that they be filed as proposed.  The Hearing Commissioner also concurs with Staff’s position that Staff be kept apprised of all important PEAP design modifications throughout the pilot project.  The Hearing Commissioner also finds that, given the changes to the program design directed in this Order, and the design, implementation, and evaluation details deferred to the stakeholder advisory group, a pre-implementation report is also needed.  At a minimum, the definitions of program “success” shall include the performance measurement(s) to be achieved in order for the pilot to be considered for full-scale implementation.  Similarly, the definition of “failure” shall be the performance criteria that would raise serious questions about continuing that component of the pilot.  The Hearing Commissioner directs Public Service to file such a report with the Commission, prior to implementing the project.  This report shall outline the specific components of the project (arrearage forgiveness, discounted rates, etc.), the study objectives for each component and corresponding definitions of success and failure, the implementation and evaluation plans, and a budget for the 30-month period at or below the budget maximum set forth above.  The design shall incorporate those features that Public Service accepted in its Rebuttal Testimony.  Recommended design features in which there was not concurrence will not be required, but instead are left to the discretion of Public Service, working in consultation with the advisory group.  This compliance filing shall be submitted to the Commission by December 19, 2008.
189. The Hearing Commissioner finds that there are aspects of the design and implementation of a pilot program that cannot reasonably be addressed in this Order.  The decisions set forth herein serve to convey general concerns and expectations of the Commission.  Accordingly, there are details not addressed that, within the context of these concerns and expectations, are within the purview of Public Service to address.
I. PEAP Cost Recovery Mechanism

1. Public Service

190. Public Service has proposed to recover the expenses associated with the PEAP program within the S&F charge.  Public Service calculates that an additional $0.38 per month added to each customer’s S&F charge will allow it to recover the costs of the program.  The charge for this program would not be identified on customer bills.

191. Public Service testifies that it will track the program costs and the revenue associated with this “adder” to the S&F charge.  Beginning six months from the effective date of the tariffs it will provide a yearly report that will document whether the surcharge is over- or under-recovering the costs of the program and the $0.38 will be adjusted upward or downward based on the actual recovery of costs.
  Symmetrical interest on the over- or under-recovery would be included, calculated at the customer deposit rate.

192. Public Service states that the mechanism for cost recovery for a public benefits program cannot be resolved on the basis of cost causality.
  It points to several other options raised by parties as options for cost recovery.  Public Service indicated that it could accept one of the alternatives proposed by EOC, where program costs would be allocated to customer classes on the basis of throughput, and then collected using a fixed rate.

193. Public Service takes issue with Staff’s recommendation that interest be applied only to over recovery of costs and characterizes the application of asymmetrical interest as a gratuitous disallowance. Public Service asserts that asymmetrical interest does not provide it with an incentive to estimate costs properly.  Rather, it provides an incentive to over-estimate costs to minimize the potential of providing interest-free loans.  Public Service states that the true-up process it has proposed will make rate payers and Public Service whole.

194. With respect to Staff’s argument that Public Service should make the cost recovery of the PEAP an explicit rider on the consumer’s bill, Public Service notes that under 4 Code of Colorado Regulations 723-4-4406(b)(II) it is limited to what rate elements can be itemized on the bill.   

195. Public Service states that the costs of the PEAP best fit into the billing category of part (A) of that rule.  Public Service states that the PEAP low-income rider is a distribution company cost and belongs in category A under Rule 4406.   Public Service agrees with Staff that it should state the PEAP rate on Sheet No. 49, and will make the necessary revisions in its compliance filing in this case.  Also, Public Service agrees to place the expiration date of the PEAP pilot rate on Sheet No. 49, as opposed to Sheet 11, as recommended by Staff.

2. Staff

196. Staff addresses the cost recovery mechanism proposed by Public Service for the PEAP.
  Staff is not opposed to collecting PEAP expenses as a fixed charge that is specifically identified on a customer’s bill.  Staff also states that PEAP costs can be recovered as part of the commodity or usage charge.

197. With respect to the proposal by Public Service that interest be applied to any under or over collections from the rate payers, Staff recommends that interest be applied on the funds until they are used.  Staff proposes the interest should not be applied to any under-recovery pointing out that this asymmetrical treatment is consistent with the interest treatment for the Gas Commodity Adjustment.

198. Staff asserts that the proposed tariff language on Sheet No. 49 contains a description of PEAP but does not contain an amount.  It asserts that the tariff should also contain a schedule of when Public Service will file to revise the PEAP rate. If Public Service does not plan on revising the amount until the end of the pilot in 30 months, the tariff should contain an expiration date.  Staff proposes that Public Service add new tariff language for Sheet No. 49 consistent with these issues, including a specific notation that the S&F charge contains an adder for cost recovery of the PEAP and is itemized separately on customer bills

3. OCC

199. The OCC asserts that the proposed cost recovery mechanism will result in inequities to customers and should be replaced with an increase to the usage charges.
  It is the position of the OCC that programs that are pursued for their societal benefits should generally be funded by tax dollars rather than ratepayer dollars. In cases such as this, where the legislature has deemed it appropriate to implement a ratepayer-funded program that has societal benefits, the OCC states that a usage charge is preferable.
4. EOC

200. EOC agrees with the OCC that the appropriate method to recover the costs of this program should be on a usage basis.
  EOC points out that under the Public Service proposal, 91.8 percent of the costs of the program would be recovered from the residential class. An alternative method would allocate the costs by setting them on a prospective basis as an equal percentage of revenues to all customers (imputing current gas commodity costs to transportation customers so that they do not choose transportation simply to avoid these costs). Electric generators and other gas distributors would be exempt. The resulting costs across classes could be recovered either on a fixed or volumetric basis.

5. Climax

201. Climax supports the proposal by Public Service to assess the costs of this program on a per-customer basis.
  Climax argues that the proposal to allocate costs to customer classes based on revenue and then collected on a per-customer basis is inequitable. Climax also argues that the OCC’s proposal to use non-fixed charges to recover the costs is arbitrary and that the Commission does not have adequate information to allocate the costs in this manner.

6. Discussion and Findings

202. As stated by Public Service, the mechanism for cost recovery of a public benefits program cannot be resolved through traditional cost causality analysis.  The proposed cost recovery mechanisms proposed by the parties in this case cover an array of options.  This is also the first rate case where this Commission can give a preference to a particular category of customers, in this case low-income customers.
  At the same time, the Commission must take into account the potential impact of cost shifting to non-low-income customers of the utility.

203. In addition to the statutory language, the cost recovery for this program should be guided by the limited scope of the PEAP, as well as the fact that this program is a pilot used to test various techniques.  Therefore, the Hearing Commissioner stresses that whatever cost recovery mechanism is granted for this pilot does not serve as a precedent for cost recovery of a more permanent program that might occur after the pilot.

204. Taking the statutory requirements into account, the proposal by Public Service is not preferred.  As pointed out by EOC, the Public Service proposal causes the residential class to provide 91.8 percent of the cost recovery of this program, even though the residential rate class represents only 66.0 percent of Public Service’s revenue requirement.  The cost recovery of this program should be recovered in a more equitable manner than on a per-customer basis.

205. The use of a fixed charge per customer has benefits and costs as well.  The fixed charge allows for more predictable revenues, but also requires low-usage customers, and more than likely low-income customers, to bear a larger percentage burden of the program.  No party has made a persuasive argument why low-usage customers should contribute a greater percentage to this program.
206. Further, Public Service is the beneficiary of additional revenues due to the repayment of arrears. Those funds become available to Public Service and can be used at its discretion.  

207. Given the above discussion, the Hearing Commissioner directs Public Service to allocate this program on the basis of usage and recover the costs in the usage charge. Given the relatively small scope and cost of the program compared to the revenue requirement, and the fact that it is a pilot program, these costs should be recovered on a very small percentage increase in the usage charge.  It is not necessary to breakout this percentage as a separate line item on the customer bill.

208. Public Service will re-file its usage rates to include the cost recovery for this program.
209. With respect to interest on the over- or under-recovery of costs, the Hearing Commissioner directs that Public Service shall not collect nor distribute interest on the over- or under-recovery of costs.  As discussed below, the costs of this program are very small relative to the entire revenue requirement of Public Service.  The interest on any over- or under-recovery accumulated over the period of this program will likely be extremely small, and Public Service will be able to recover the entire budget of this program.

210. Staff has proposed certain clarifications to Public Service tariffs on this cost recovery issue.  As this Order requires Public Service to recover the costs of this program through usage rates, Public Service shall delete Tariff Sheet 49 from its proposed tariff.  Cost recovery of any permanent program will be considered at the time such a program is filed with this Commission.

J. Potential Double Recovery of PEAP Expenses
1. Public Service

211. Several parties have raised the issue of whether PEAP will reduce certain expenses of Public Service.  Public Service has also admitted the possibility that the outcome of PEAP might reduce bad debt expenses in addition to reductions in the costs of collection efforts and call center expenses.

212. Public Service states that in 2007 the total write-off amount for all of its low-income customers was $1,459,652.  It asserts that the expansion of low-income benefits should reduce net write-offs. However, Public Service remarks that there are other factors that will affect write-offs for low-income customers, including the price of natural gas, weather, economic growth, and other economic factors. Public Service claims that the write-off reduction in the low-income profile category will not be identifiable until the program is fully deployed and allowed to run for the pilot period.
213. Public Service urges the Commission to reject Staff’s proposal (described below).  It asserts that it is single issue ratemaking by selecting one element of cost that may be affected by Public Service’s low-income program, and not examining how all of Public Service’s costs and revenues have changed since the test year ending June 30, 2006 in Docket No. 06S-656G. During cross-examination, Public Service pointed out that requiring a gratuitous disallowance of legitimate costs would create a disincentive to utilities to offer low-income energy assistance programs such as PEAP.
 Public Service also points out that the amount of bad debt that might be reduced due to PEAP is a small amount compared to the total amount of bad debt included in the revenue requirement.

214. Public Service also states that the Commission should reject OCC’s recommendation that Public Service be denied recovery of 50 percent of its incurred PEAP program costs, as well as any arrearage forgiveness costs, to capture what it describes as cost reductions attributable to the PEAP program. Public Service asserts that any anticipated reduction in Public Service’s bad debt expense is not quantifiable at this time and cost disallowance for half of Public Service’s otherwise prudently incurred PEAP costs would be based on speculation.
2. Staff

Staff testified that Public Service’s proposal on the cost recovery mechanism for PEAP results in a double recovery because certain bad debt expenses collected overlap with the monies Public Service seeks to collect for the PEAP.
  It states that embedded in Public Service’s revenue requirement in Phase I of the current Phase II rate case are certain bad debt expenses that overlap with the revenues that Public Service seeks to collect from the PEAP.  While Staff did not make an adjustment to the revenue requirement as it relates to double recovery, it recommends that the Commission order Public Service to either: (a) book the portion of the current revenue requirement that will be double recovered as a result of implementing PEAP in the cost recovery mechanism of PEAP; or (b) remove that amount of revenue that will be double recovered because of PEAP from the revenue requirement for the current Phase II rate 

215. case. The Commission should consider using either the cost of PEAP per year, $5,665,584 or the amount of bad debt write-off for low-income customers per year $1,459,652 for the duration of the program for 30 months.
3. OCC

216. The OCC notes that as a result of the revenue requirement determination in Docket No. 06S-656G, Public Service has in this case claimed $13,834,237 in Account 904, Uncollectible Accounts.  This amount will compensate Public Service for write-offs and is already included in base rates. OCC points out that Public Service also mentions a reduction in credit cycle and call center expenses and also a reduction in disconnects and reconnects.  OCC believes this means that the working capital needs of Public Service will be reduced as well as the reduction in other expenses

217. The OCC states that Public Service’s position violates the traditional regulatory principles upon which rates are established.  It notes that rates are established based upon a determination of revenue requirements from a test year and are to generate sufficient revenue to cover expenses and produce the return necessary to compensate investors for their risk.  According to the OCC, the consumers will pay a surcharge, in effect pay for the changes that will decrease expenses, yet Public Service will retain the benefit of the decreased expenses.   Therefore, the OCC recommends that the Commission allow Public Service to recover 100 percent of its expenses to outside vendors, but only 50 percent of its internal expenses and of the supplemental energy assistance and arrearage forgiveness costs.

4. Discussion and Findings

218. Public Service, Staff, and the OCC all recognize, to different extents, that there could be a reduction in bad debt and collection expense from the PEAP.  The current revenue requirement reflects a certain amount of bad debt and collection expense that was contained in the Phase I portion of this rate case.
 Therefore, current rates to customers provide funds to Public Service to cover the current bad debt costs.  To the extent that PEAP succeeds in reducing the amount of bad debt and collection expense incurred by Public Service, there could be double recovery of that expense. 
219. Because of the nature of a future pilot program, no party can predict with certainty the impact that the PEAP will have on the amount of bad debt and collection expense.  That will only be determined by the results of the program.  Furthermore, the amount of bad debt expense attributed to the low-income class of customers is $1,459,652 for 2007, while the total revenue requirement for Public Service is $366,547,682.  Further, the fraction of the low-income-related bad debt attributed to PEAP participants will be some fraction of the $1.495 million, and the possible avoided write-offs will be a fraction of that fraction.  In total bad debt expense is 0.4 percent of the total revenue requirement.  The amount of bad debt expense avoided in any 12 month period of the PEAP is likely to be smaller in magnitude to this percentage.  In short, the Hearing Commissioner finds that the potential double recovery, if any, will be quite small.
220. Because of the uncertainty of the impact of the PEAP program on bad debt expense going forward, the Hearing Commissioner has determined that there will be no adjustment to the revenue requirement.  Public Service’s current revenue requirement was determined using a historical test year, while the costs in this issue are future costs.  The impact of the PEAP on bad debt expenses would be best considered in the next Phase I rate case or at the time this program is made permanent.
V. ORDER

A. The Commission Orders That:

1. Consistent with the discussion above, Public Service Company of Colorado (Public Service) shall make a compliance filing on December 19, 2008 that will include the new rates that will go into effect on January 1, 2009.  Among other items discussed above, this will take into account the removal of the minimum distribution system as an allocator, the maintenance of the existing Service and Facilities charges net of the General Rate Schedule Adjustment adder, and the ordered allocation methodology on all non-customer costs.

2. Consistent with the discussion above, Public Service shall file its pre-implementation report on the Public Service Energy Assistance Pilot on or before December 19, 2008.

3. The Motion to Strike, filed by Public Service on August 26, 2008, is denied, consistent with the discussion above.

4. The notice of Filing of Late-Filed Commission Hearing Exhibit Nos. 27, 28, and 29, Motion for Admission of Late-Filed Commission Hearing Exhibit and Request for Waiver of Response Time filed by Public Service on September 26, 2008 is granted, consistent with the discussion above.

5. 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.  

6. As provided by § 40-6-109, C.R.S., copies of this Recommended Decision shall be served upon the parties, who may file exceptions to it.  

a) If no exceptions are filed within 20 days after service or within any extended period of time authorized, or unless the 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.

b) If a party seeks to amend, modify, annul, or reverse basic findings 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.

7. If exceptions to this 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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� Decision No. C07-0568 required the filing to be made on March 31, 2008, but by Order Nos. C08-0356 and C08-0396 in Docket No. 06S-656G the deadline was extended to April 18, 2008.


� R08-0613-E was issued on June 9, 2008 to correct an error in the decision number.


� Public Service was allowed to submit this methodology only for intra-class allocations pursuant to Order No. C07-0568.


� Public Service Statement of Position.


� Hearing Exhibit 1.


� Hearing Exhibit 2.


� Public Service Statement of Position, p.18-19.


� Hearing Exhibit 20.


� Hearing Exhibits 16 and 17.


� Hearing Exhibit 13.


� Hearing Exhibit 14.


� Atmos argues for the use of MDS as an inter-class allocator methodology.


� This excludes the impact of the proposed Public Service Energy Assistance Pilot (PEAP) cost recovery.


� Hearing Exhibit 1, Exhibit No. SBB-5, p.1.


� Hearing Exhibit 5


� Subsequent to the issuance of Decision No. C06-0086, Public Service filed a Phase I rate case (Docket No. 06S-656G).  This proceeding was also resolved through a modified settlement adopted on June 18, 2007.   This settlement includes the following requirements:  1) in its next Phase 2 filing, Public Service will not use a minimum system approach as the basis for its proposed inter-class cost allocation.  However, Public Service may use an imputed minimum system approach to support the development of its proposals relating to the service and facilities charges; and 2) Public Service will not propose any classification or interclass allocation of costs that treats less than 25 percent of the non-customer-related costs as commodity costs.





� Section d. was revised by the Commission in Decision No. C07-0568 by removing the words (and support) from the Stipulation.


� The SFV method for cost allocation has 100 percent of the costs allocated to demand.


� 2005 Gas Rate Case Stipulation, page 23.


� Docket No. 05S-264G, Decision No. C06-0086, mailed February 3, 2006.


� Hearing Exhibit 17.


�Hearing Exhibit 3. 


� Hearing Exhibit 3.


� Hearing Exhibit 3, Exhibit JPK-10.  JPK-10 indicates line 8 is the “System Total cost at One and One Quarter Inch (line 6 x line 7).”


� Hearing Exhibit 3, Exhibit JPK-2


� Hearing Exhibit 1.


� Hearing Exhibit 3.


� Hearing Exhibit 6.


� Hearing Exhibit 15.


�Hearing Exhibit 19, Exhibit BK-1 and 2.


�Hearing Exhibit 7.


� § 40-3-106(d)(I), C.R.S.


� § 40-3-106(d)(I), C.R.S.


� Hearing Exhibit 9. p. 6, lines 19-21


� Ibid, p. 5, lines 17-21


� Ibid, p. 6, lines 10-11


� Boland Exhibit 9. p. 15, lines 5-7


� Ibid, p. 15, lines 10-12


� Ibid, p. 17, lines 22-23


� Hearing Exhibits 27, 28, and 29


� CAMP Final Report, p. iv


� Affordable Rate Project Report, p. i-ii


� The Indiana Universal Service Programs included in the study provide tiered rate discounts for customers who also receive LIHEAP assistance and are based upon a variety of factors prescribed by the state LIHEAP office.  The factors take into account household income along with other factors that measure the household’s vulnerability to the affordability of home energy bills.


� An Outcome Evaluation of Indiana’s Low-Income Rate Affordability Program (July 2007), p. ii 


� Hearing Exhibit 18. p. 13, lines 13-14


� Transcript, September 10, 2008, p.  175. Public Service offers a low-income discount program for Xcel electric customers in Minnesota who are seniors or disabled.


� Hearing Exhibit 10, p. 5


� In their Statement of Position, Public Service speaks to the “Mandatory Weatherization” provision within the LEAP rules.  (footnote 61, p. 24).  For clarification purposes, the LEAP rule states that “Households approved to receive a LEAP benefit must agree to have their dwelling weatherized if contacted by a state-authorized weatherization agency.”  (italics added).  While this rule reinforces the connection between LEAP and weatherization services, it does not speak to a proactive effort on the part of PEAP administrators to get all PEAP participants enrolled in weatherization and promptly served.


� Hearing Exhibit 9,  p. 17, lines 22-23


� Hearing Exhibit 9, p. 17, lines 12-13


� Hearing Exhibit No. 1


� Hearing Exhibit No. 2


� Hearing Exhibit No. 19


� Hearing Exhibit No. 16


� Hearing Exhibit No. 12


� Climax Statement of Position, p.5.


� § 40-3-106(d)(I), C.R.S.


� § 40-3-106(d)(III), C.R.S.


� Public Service Statement of Position, p. 27


� Exhibit 19.


� Docket No. 06S-656G
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