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I. By the Commission

A. Statement

1. This matter comes before the Commission for consideration of an Application for Deferred Accounting Treatment for Operations and Maintenance (O&M) Expenditures Related to SmartGridCity (Application) filed by Public Service Company of Colorado (Public Service or Company) on January 16, 2009.  Public Service is seeking authorization to defer up to four million dollars per year.
2. On February 18, 2009, the City of Boulder filed a petition for leave to intervene, stating it wants to monitor proceedings, does not oppose the application, and does not request a hearing.  

3. Staff of the Colorado Public Utilities Commission (Staff) intervened by right on March 2, 2009.  Staff requests a hearing and wishes to address the following issues: (1) whether the request for deferred accounting treatment of SmartGridCity O&M costs is in the public interest; and (2) whether recovering the O&M expenses through the Demand Side Management Cost Adjustment (DSMCA) is appropriate.

4. Now being fully advised in the matter, we grant the Application consistent with the discussion below.

B. Discussion

5. In its Application, Public Service states that the SmartGridCity project in Boulder, Colorado employs many new and innovative technologies.  The Company expects that these technologies will provide benefits to utility operations, its customers, and the environment.  It proposes to defer O&M expenses in the following general categories:  communications, meter reading and control, equipment monitoring and maintenance, and software support and maintenance.       

6. Public Service states that all O&M costs associated with SmartGridCity were removed from the test year when the current electric rate case (Docket No. 08S-520E) was filed.  In that docket, Public Service proposes to recover the SmartGridCity O&M costs through the DSMCA.  

7. Public Service seeks permission to carry these costs as a regulatory asset in Federal Energy Regulatory Commission Account 182, so that it will be able to seek recovery of these dollars at a future date.  As support for its request, the Company cites Decision No. C07-1081, issued in Docket No. 07A-438EG, for the proposition that the Commission previously found deferred accounting treatment to be appropriate:

The accounting practice of deferring charges is often associated with research and development costs and represents the establishment of a debit balance asset account derived from expenditures not recognized as costs of operations of a current period but involve a future benefit and, as a result, are carried forward to be matched with future revenues.    

8. The Company states that it is not asking the Commission to pre-approve the anticipated expenditures at this time and understands that the Commission’s authorization to establish deferred accounting for these expenses does not guarantee cost recovery.  

9. In granting this Application, we do not express an opinion on the merits or prudence of any O&M costs.  The effect of our approval of this accounting treatment is to insulate these costs from a claim of impermissible retroactive ratemaking if the Commission determines in the future to permit recovery of the regulatory assets created by the deferral. 

10. Any request for future recovery of these costs either in a rate case proceeding or through a cost adjustment mechanism must be presented to the Commission for approval.  Interested parties will be free to take any position they wish concerning these costs at that time and in that proceeding.  

11. While we do not make any requirement regarding a specific cost recovery mechanism in this decision we note that our preference is for the deferred O&M costs to be included in a future base rate case.  These O&M costs will be accumulated beginning with the effective date of this order.  

II. order

A. The Commission Orders That:

1. The application filed by Public Service Company of Colorado (Public Service) on January 16, 2009 is deemed complete.

2. The permissive petition to intervene by the City of Boulder is granted.

3. The intervention by the Staff of the Colorado Public Utilities Commission is noted.

4. The application filed by Public Service for authority to defer the operations and maintenance expenses incurred in connection with its SmartGridCity project for up to four million dollars per year is granted, consistent with the above discussion.  The Commission’s acceptance of the proposed deferred accounting plan does not constitute an approval of, or a precedent regarding, any principles or issues regarding the prudence of the expenses.

5. The 20-day time period provided by § 40-6-114(1), C.R.S., to file an application for rehearing, reargument, or reconsideration shall begin on the first day after the effective date of this Order.

6. This Order is effective on its Mailed Date.

B. ADOPTED IN COMMISSIONERS’ WEEKLY MEETING
March 4, 2009.
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