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UNDISPUTED ACCOUNTING AND REGULATORY PRINCIPLE OVERLAY  
Parties in this Proceeding agree to the following adjustments in concept and, sometimes, to the value (if applicable) assigned to it:  


1.
Common plant is allocated to the gas
 department based on a study of all common plant assets and assigning an allocation method for each type of asset.  


2.
An adjustment
is made to eliminate the investment in the SmartGridCity™  project  from  the  Common  General  plant  in-service balances allocated to the gas department.  


3.
Construction Work in Progress (CWIP) is included in rate base with an offsetting addition to earnings for Allowance for Funds Used During Construction (AFUDC).  


4.
An adjustment is made to eliminate contractor retentions from CWIP; Capital lease assets are not included in rate base.  


5.
Plant Held for Future Use is included in rate base.  


6.
The gas stored underground inventory balance is not included in base rates and has been eliminated from rate base.  


7.
The materials and supplies inventory balance is calculated using the 
13-month average.  


8.
An  adjustment is made to eliminate a portion of the materials and supplies inventory balance allocated to construction-related projects.  


9.
Cash Working Capital (CWC) components consist of natural gas purchased for resale; Operations and Maintenance expenses, both directly incurred by the Company and charges from Xcel Energy Services Inc.; paid time off; incentive pay; taxes other than  income (payroll, property, sales and use); federal and state income taxes; and franchise fees and sales taxes paid.
  


10.
CWC factors are based on a lead-lag study.  


11.
Deductions from rate base include customer deposits and customer advances for construction.  


12.
Full normalization is the method of accounting for income taxes.  


13.
The accumulated deferred income tax reserve balance is a reduction to rate base, as opposed to a cost-free component in the capital structure.  


14.
Adjustments to accumulated deferred income tax reserve include eliminating amounts that are not included in the cost of service (for example, unbilled revenue, deferred purchased gas costs, and accounts that are associated with the Statement of Financial Accounting Standards No. 109, “Accounting for Income Taxes” (SFAS 109)).  


15.
An adjustment is made to accumulated deferred income tax reserve and deferred income tax expense associated with interest on CWIP.  


16.
Accumulated deferred income tax reserve balance will be offset with a deferred tax asset if the Company is in a Net Operating Loss position when calculating current income tax.  


17.
Pro forma adjustments to Operations and Maintenance (O&M) expenses are made for known and measurable changes occurring both in the test period (in-period adjustments) and outside the test year (out-of-period adjustments) when using an Historic Test Year (HTY).  


18.
Out-of-period adjustments are generally not made for items expected to occur more than one year after the test year has ended.  


19.
An adjustment is made to O&M expenses to eliminate costs that are not recovered through base rates but that are recovered through other mechanisms.  


20.
Purchased gas costs are eliminated from the determination of revenue requirements.  


21.
Expenses associated with the Front Range Pipeline are eliminated from the cost of service.  


22.
Interest on customer deposits is included in Customer Operations expense.  


23.
Demand-Side Management (DSM) costs are eliminated from the cost of service.  


24.
Advertising expenses related to marketing, promotion, community relations, image, and political advertisements are eliminated from the cost of service.  


25.
Advertising expenses related to safety, conservation, and customer programs are included in the cost of service.  


26.
All lobbying expenses and donations are excluded from the cost of service.  


27.
Executive long-term incentive pay, net of the portion that is attributable to environmental goals, is eliminated.  


28.
Employee expenses that do not meet accounting guidelines as recoverable from customers are eliminated.  


29.
The Commission annual administrative fee is annualized.  


30.
Cost assignment and cost allocation between regulated and non-regulated business activities are based on the Company’s Cost Assignment and Allocation Manual, which is Exhibit KSL-1 in Hearing Exhibit No. 21.  


31.
Adjustments to depreciation and amortization expense and deferred tax expense are made to correspond with adjustments made to plant and accumulated depreciation or to exclude amounts not included in the cost of service calculation.  


32.
Adjustments to payroll taxes are made to correspond to labor adjustments made to O&M expense.  


33.
Current federal and state income taxes are calculated as follows:  (a) taxable income is determined by using the return on rate base; (b) then, synchronized interest expense is deducted and taxable additions/deductions are added; and (c) finally, state and federal income tax rates are applied.  


34.
Adjustments to current and deferred income tax expense are made to correspond with adjustments made to plant or to exclude amounts not included in the cost of service calculation.  


35.
An offsetting adjustment is made to earnings for AFUDC.  


36.
The AFUDC addition to earnings is annualized when rate base is calculated using a year-end balance.  


37.
Adjustments are made to the capital structure to eliminate the following items:  (a) notes payable/receivable with subsidiaries; (b) investment in subsidiaries; (c) subsidiary retained earnings; (d) net non-utility plant; (e) other investments at cost; (f) other funds; and (g) other comprehensive income.  


38.
The allocation between the retail and wholesale jurisdictions is performed on a line-by-line basis for both rate base and earnings.  


39.
Retail base rate revenue does not include revenues expected to be billed through various recovery mechanisms:  Gas Cost Adjustment, Gas DSM Cost Adjustment, Gas Affordability Program (GAP), and Pipeline System Integrity Adjustment.  


40.
No adjustments are made to present revenues for customer additions or losses to the test year sales.  


41.
An adjustment is made to test period gas sales to normalize for weather.  


42.
Adjustments are made to Other Gas Revenue to exclude revenues related to rate refunds, Quality of Service bill credits, and discounts given to certain contract customers pursuant to § 40-3-104.3, C.R.S.  


43.
Interest on the deferred balances associated with environmental cleanup expense is included in the cost of service.  


44.
The depreciation rates are based on the Public Service Company of Colorado’s Gas and Thermal Utility Plant Depreciation Rate Study at December 31, 2011, which is Exhibit DAW-1 to Hearing Exhibit No. 16.  
�  Only some of these components were to by Public Service and Intervenors.  OCC questions whether interest on long term debt should be included in the calculation.  
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