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I. STATEMENT

1. On August 5, 2011, Public Service Company of Colorado (Public Service or Company) filed its Verified Application for deferred accounting treatment for extraordinary expenditures related to investigating, litigating responsibility for and potentially remediating possible environmental contamination at 1770 13th Street, Boulder, Colorado, the site of a former manufactured gas plant operated at one point in time by Public Service. 

2. On August 10, 2011, the Commission gave notice of the Application.  

3. During the Commission’s weekly meeting held September 21, 2011, the matter was deemed complete and referred to an administrative law judge for disposition.

4. The Colorado Office of Consumer Counsel (OCC) and Staff of the Public Utilities Commission (Staff) timely intervened of right.

5. By Decision No. R11-1065-I, issued October 11, 2011, a procedural schedule was adopted to govern this proceeding and a hearing was scheduled.

6. By Decision No. R11-1118-I, issued October 20, 2011, the procedural schedule was modified.

7. On November 1, 2011, the Third Joint Motion for Extension of Time was filed by Public Service on behalf of itself, Staff, and the OCC.  In light of continued settlement efforts, the parties request further modification of the deadline for the Company to either file its Direct Testimony and a joint procedural schedule or to file a settlement agreement.

8. On November 4, 2011, the Settlement with Respect to application for Deferred Accounting Treatment and Motion to Approve Application was filed.  See attached Appendix A.  Public Service, OCC, and Staff have settled their differences.  They jointly request approval of the settlement agreement filed and the application, including specific relief provisions.

9. The parties agree to support approval of deferred accounting for certain extraordinary expenditures under Generally Accepted Accounting Principles, incurred in connection with investigating, litigating responsibility and if necessary, remediating potential environmental contamination at a former manufactured gas plant site located in Boulder, Colorado.

10. Notably, the parties’ agreement is limited to the requested authorization for deferred accounting and the Company’s request that recovery of such costs not be denied on the basis that such costs are considered prior period costs. No other issue relating to the Company’s right to recover such costs from its customers has been addressed or resolved by the Settlement Agreement.  OCC and Staff remain free to challenge the Company’s right to recover from its retail customers any of the costs deferred pursuant to this Recommended Decision, except that such costs are considered prior period costs.  Appendix A at 4.
11. If the Company seeks recovery of this regulatory asset in a further rate case, the recovery period for amortization of this regulatory asset will be determined in the first such case.   Appendix A at 3.
12. The regulatory asset created in accordance with this Order shall be the net of any contribution, damages, or insurance proceeds recovered by Public Service pursuant to any warranty, indemnification, or similar claim.  Appendix A at 3.
13. Public Service has agreed to provide Staff and OCC with copies of all reports of its investigation and plans for remediation, perhaps subject to claims of confidentiality, including any reports submitted to the Colorado Department of Health and Environment (CDPHE) and/or the Environmental Protection Agency (EPA).  Additionally, Public Service will provide 
semi-annual reporting to Staff and OCC regarding the status of such investigation, litigation, or remediation, and provide at that time an accounting regarding the costs incurred as of the date of the report for any such investigation, litigation, or remediation. Appendix A at 3.

14. The Company agrees also to file copies of any reports that are submitted to CDPHE and/or the EPA with the Commission within a reasonable time following their submission to these agencies. Appendix A at 4.

15. Parties are properly concerned with disparity in accrual of expense in relation to a test period.  However, it is also noteworthy that surrounding facts and circumstances at a given time may indicate a reasonable expectation of recovery long after the accrual of costs.  By approving deferred accounting treatment, reduced by recovery of expenditures, the Commission makes no determination at this time as to whether any expenses are in fact extraordinary or at what point in time recovery is appropriate considering surrounding facts and circumstances.  Rather, approval is limited to the scope of the parties’ agreement as to the period for which costs are incurred.
16. It is found that it is in the public interest to approve the terms of the Settlement Agreement in its entirety without modification.  The proposed terms provide a reasonable means to deal with the expenditures that are above and beyond what Applicant has budgeted for environmental costs and above and beyond the costs reflected in the cost of service used to set current rates.    
17. Accepting the Settlement Agreement leaves the agreed upon request unopposed.  Therefore, it is eligible for processing under modified procedure pursuant to § 40-6-109(5), C.R.S., and Rule 1403 of the Rules of Practice and Procedure, 4 Code of Colorado Regulations 723-1, without a formal hearing.

18. The Commission will permit the deferred accounting treatment of extraordinary expenditures related to investigating, litigating responsibility for, and potentially remediating possible environmental contamination at 1770 13th Street, Boulder, Colorado since September 10, 2011, the first day after the public notice period expired in this docket.  See In the Matter of the Application of Public Service Company of Colorado for Deferred Accounting Treatment for Certain Operations and Maintenance Expenditures Related to SmartGridCity, Decision No. C09-0438 in Docket No. 09A-019E issued April 27, 2009.  
19. In accordance with § 40-6-109, C.R.S., it is recommended that the Commission enter the following order.
II. order

A. The Commission Orders That:

1. The Settlement with Respect to Application for Deferred Accounting Treatment and Motion to Approve Application filed on November 4, 2011 and attached to this Order as Appendix A, is approved and granted.

2. The Third Joint Motion for Extension of Time filed on November 1, 2011, is denied as moot.

3. Public Service Company of Colorado’s (Public Service) application requesting that the Commission allow it to use deferred accounting treatment for and potentially remediating possible environmental contamination at 1770 13th Street, Boulder, Colorado is granted consistent with the discussion above.

4. The Commission approves deferred accounting for the expenses that Public Service incurs in connection with investigating, litigating responsibility, and if necessary, remediating potential environmental contamination at a former manufactured gas plant site located at 1770 13th Street, Boulder, Colorado, reduced by any contribution, damages, or insurance proceeds recovered.  Public Service is authorized to create a regulatory asset in accordance with Generally Accepted Accounting Principles for such incurred costs. These deferred expenditures shall be considered an allowable cost in a future rate case and the Parties agree that they will not oppose recovery on the basis of such costs being considered prior period costs. The only costs to be included in this deferral will be those incurred beginning in 2011 after the end of the public notice period on the application for deferred accounting treatment, and include only the following costs: 

(1)
Incremental Company materials and supplies shown to be directly related to the investigating, litigating responsibility, and, if necessary, remediating any contamination;

(2)
Incremental Company labor costs not already captured in the Company’s cost of service established in Docket No. 10AL-963G which are directly related to investigating, litigating responsibility, and, if necessary, remediating any contamination; and

(3)
Outside consulting expert and litigation expenses directly related to investigating, litigating responsibility, and, if necessary, remediating any contamination.    
5. Docket No. 11A-646G is now closed.  
6. 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.  

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

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

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

8. If exceptions to this Recommended Decision are filed, they shall not exceed 30 pages in length, unless the Commission for good cause shown permits this limit to be exceeded. 
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Doug Dean, 
Director
	THE PUBLIC UTILITIES COMMISSION
OF THE STATE OF COLORADO



G. HARRIS ADAMS
________________________________
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