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BEFORE THE PUBLIC UTILITIES COMMISSION 
OF THE STATE OF COLORADO 

* * 

rn ThE MATTER OF RATES AND CHARGES) INVESTIGATION AND SUSPENSION 
FlLED BY PUBLIC SERV JCE COMPANY ) DOCKET NO. 868 
OF COLORADO UNDER ADVICE LETTER ) 
NO , 190 - GAS AND UNDER ADVICE ) ERRATA NOTICE 
LETTER rw. 643 - ELECTRIC. ) 

October 7, 1974 

Decision No. 85724 

DECIS ION AND ORDER OF THE 
COMMISSION ESTABLISHING NHJ 

RATES AND TARIFFS 

(Issued September 24 ~ 1974) 

. f.~_2~_l: Under "Appearances" change the word "Respondent" to 
"Public Serv1ce Company•· . 

Pf.9.e 2: Change the second iine in appearances concerning 
Arch i e Calvares i . Denver , Colot ado , from 11 for " the Colorado Motel 
Assoc i at '1 on to "of" the Colorado Motel Association . 

P.1~ _3 ;• Under Paragraph No . 3, {2) change the 1vord "Respon­
dent ' s" to '"Public Service Company ' s" . 

Under Paragraph No . 3, No. (4) change the word "Respondent ' s" 
to " Pub1 ic Ser vi ce Company ' :;", 

Under Paragraph tlo. 3, No. (6) change the word "Respondent's" 
to "Pub 1ic Serv1ce Cornpan_y =s·•. 

PaQe 4: Change the typographical error i n Paragraph No . 2~ 
1ine 1, from~ai--1 t 1es" to part i es" . 

~e 5: Change the typographical error in line 4 from 
"compdese "· to •1·comprise'' . 

Page 7: Change the wor-d '1rate-making" in the f i rst line of 
Paragraph No . 3 to " rate making", Also , i n Paragraph No. 3, line 2, 
change the vto rd " ratemak i ng'' to ''rate making" . 

i'_~f 10 : Change the figure i n line 2 of Paragraph No . 1. from 
il$516,21s . ro2 • to "$156 ~278 , 162'· , 

Change the word "or'' in Paragraph No . 2, 1ine 39 to "of ;'. 



Archie Ca1 va res i , Denver, .Co1orado, 
for the Col orado Motel Association 
and t he· Denver Metropo1i tan Mote 1 
Association; 

Elbridge G. · Burnham, Denver , Colorado, 
pro g_; 

Tuc ker K. Trautman, Esq . , Denver, Colorado, 
of Legal Aid Society of Metropolitan ·Denver 
for Darold and· Amye Martin, He l en Bradley, 
Laura Jones, Wi 1 son E. • Thompson, Barbar a 
Barner~ Coreen· Patri ck, Sonja Jones and 
Priscilla Vigi 1; and 

John E, Archibol d , Esq , , 
Oscar Goldberg , Esq. , and 
Bruce C, Ber nstein, Esq . , Denver, Colorado, 

Counsel fo r the Commission. 

BY THE COMMISSION: 

HISTORY OF PROCEED!NGS 

On May 24, 1974, Public Ser-v i ce Company of Colorado (hereinafter 
referred to as "Pub lic Service Company" or "Company") f i l ed Advice Le t ter 
No. 190 - Gas and Advice Letter No . 643 - Electr ic, accompani ed by t ariff 
revisions wh i ch would result in increased r ates and charges on i ts gas and 
electric service, r espectively . · On J une 14, 1974, Public Service filed 
Advi ce Letter No . 190 · - Gas-Supplement· and Advice Letter No . 643 - Electric ­
Suppl emen t , t o supplement, res.pecti vely, the prior adv~·: e letters . The 
proposed e"ffecti ve date of t he filed · tariffs , gas and e·1ectric, was June 23, 
1974 , 

On J une 21, ·1974, by Dec.ision No . 85241, the Commission, on its m~n 
motion, pursuant to .11 5-6-11 , CRS 1963, as amended (1) set the e l ectr ic and 
gas tariffs filed by Public· Service· Company -- pur sua nt to i ts respect i ve 
advi ce letters -- for heari ng to commence on· Ju ly 17, 1974, and (2) sus-
pended t he effect ive date· of· the· tariff sheets HJ ed by Pub 1ic Service Company 
under 1ts respective electric and gas · advice letters until October 24, 1974, 
or until furt her order of the Commis sion . 

Not i c.e in accordance· wi th· the provi s ions of Rule 18 of the Comm15~ ion's 
Rules of Practice and Procedure· was properly given by Public Ser·vi ce Company 
to its customers . Approxi mately 650 'letters of protest to the proposed rate 
increases were received t1y the Commi ss fo n. Appr oximately 140 letters were 
r eceived s_u pporting the proposed increases . 

Formal pleadings to become parties in thi s proceed ing were fi led as 
fol l ows : 

(l) Cherry Creek- School · District No . 5 in the County of Arapahoe and 
State of Colorado - June 21 , 1974. 

(2) CF&I Steel Corporation· ~- July 1, 1974 . 

(3) General Services Admi nis tration on behalf of al l execu t ive agencies 
of the Uni ted States - July 1 , 1974. 
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(4) Colorado Association of School Boards - July 1, 1974. 

(5) Colorado Public Interest Research Group - July J,'1974 

(6) Darold and Amye Martin, Helen Bradley, Laura Jones, 
Wilson E. Thompson, Barbara Barner, Coreen Patrick, 
Sonja Jones, Priscilla Vigil - July 9, 1974. 

(7) Board of County Commissfoners of Pitkin County - July 12, 
1974. 

(8) Elbridge G. Burnham - July 17, 1974 

Pursuant to the above plead:ngs, all the above-named persons were 
granted leave to intervene in th:s proceeding by the Commission 

Although it did not request leave to become a party to this proceeding, 
the Colorado Municipal League, by its attorney Susan K. Griffiths, did file 
with the Commission a pleading entitled "Statement of Concern" Moreover, 
a letter addressed to the Comm-.ssion, dated August 6, 1974, re: Mass Media 
Advertising by Public Service Company and Mountain Bel'!, from Dale Tooley, 
Denver District Attorney, was read 1nto tne record on August 6, 1974. 

After due and prope• notice, the he-ein matter was heard by the full 
Commission on the fol"iowing dates in the heanng room of the Comm,ssion, 
Columbine Bu'lding, 1845 Sherman St'.eet, Denver, Col.orado: 

(1) On July 17, 1974 - Cons 1 deration of additional hearing dates and 
procedures for the presentation of te::,t1mony and otrier evidence 

(2) On August 6 and 7, 1974 - P•esentat~on of Respondent's direct 
case, and cress-examination 1imited to c ari f ication of testimony and exhibits 

(3) On the evenJng of August 13, 1974 - rest1mony of publ ,c witnesses 

(4) On August :9, 20, 2; and 22, 1974 - Cross-eAam1nat1on with respect 
to Respondent's d:rect ~ase. 

(5) On the evening of August 27, 1974 - Testimony of puo1ic witnesses 

(6) On ::.eptember 4, 1974 - Further testimony by one of Respondent's 
witnesses 

(7) On September 5, 6, 9 and 10, 1974 - Testimony of intervenors and 
Comm1sslon Staff witnesses. 

The evening sessions of August 13 and 27, 1974, were for the sole 
purpose of hearing pub1ic witnesses. However, pub l c wltnes ses who w1 shed to 
testify W!,:re also heard as the ffrst order of business on tne other heanng 
dates and at other times. A total of 26 publ \c witnesses testified on the 
various hearing dates. 

During the course of this proceeding, testimony was presented by 
Public Service Company, members of the Commission Staff, Colorado Assoc 1at10n 
of School Boards, Elbridge Burnham, and membe!s of the public 

The tramcript of testimony comprised 13 volumes, totalling 1,544 
pages. A total of 75 exhibits was admitted into evidence, A list of the 
exhibits is attached to this decision as Appendix A. 
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Upon motion of Public Service Company, the Commission took official 
notice of Section 46{c)(3) of the Internal Revenue Code (26 U:S,C, 46(c)(3)), 

The hearings 0n this proceeding concluded on September 10, 1974. 

An parites 1n this proceeding were permitted to file staternents of positior:i 
on an optional basis, on or before September 16, 1974, Statements of position 
were filed by: 

Public Service Company----~----------------------September 16, 1974 
General Services Administration------------------September 16, 1974 
Daro l d and Amye Martin, et al--------------------September 16, 1974 
CF&I Steel Corporation---~-----------------------September 16, 1974 
Colorado Association of School Boards------------September 16, 1974 
Boa"d of Commissioners, Ccunty of r,tk'n----_-----Septembef 19, 1974 

( 1 ate filed) 

On September i6, 1974, the Colorado Association of School Boards (CASB) 
filed a Motion with the Commission for an ude, awarding attorneys 1 fees to 
CASS in this proceeding in the amount of $500.00, 

The here"n matter has beer> submitted to the Commission for decis 1on 
Pursuant to the provisions of· the Sunsh~ne Act of 1972, and Rule 32 of this 
Commission's Ru:es of Practice and Procedu•e, the subJect matte, of thls pro­
ceeding was fi'!'st placed on the agenda fo,. the operi public. meeting of the 
Commission he1d on September 17, 1974, At the open public meeting on September 
24, 1974, the herein de,:.lsrnn was entered by the Commission Commissioner 
Zarlengo was not present at the open· public meeting of September 17, 1974, or 
the open public meeting on Sept.ember 24, 1974, and d\d not participate in the 
determination of the Commission decis on herein 
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DESCRIPTION OF THE COMPANY 

Pub' : c Service Comp,-iny i ;; a pub 1 i c ut i1 ity oper'at'ng solely . 
within t he 3tate of Colorado engaged prlnci pd l ly in the generation, 
pu r chase, transm'i ss;on, dist•ibut 1on and sa i e oi e l ectricity and the. 
purchase, d i stri out i on and :;,5Je of natur al gas to vari ous ar eas of the 
State of Colo•ado .. The Company al so renders steam serv ice within a 
limited area of tl'>e dowr,town bo~ine,s d i stn ct of the City of Denver; 

"and operatP.s a small ous transpol'ta t i on ;ystem within the c,ty of 
Boulder, and a water system i n the general 1r ea t n and around Evergreen , 
Co l o(ado . No changes i n the rates f or steom, bvs, or water .5er vice 
provided by Publ i c Service Company has been requested i n tt>is pro­
ceeding . 

Public Seri 1ce Company, a~ of June 30 , 1974, had 614,437 
electric cuitomers, and 530,714 gas custo~e•s . Genera lly , these 
customer s are broad1y c lass if~ed as res ident i a ! , commer cial, and 
industri al . As of December 31, 1973, Pub '. ! c Se• vl ce Company had 
30,799 shareholde•s holding common stock io t he CompatJy (1 6,832 of 
whom own 100 shares or l e,s) and 4,300 sharEh0 1ders owning p~eferred • 
stock i n the Company., Common 5hareholders wtiO l ive l n the State of 
Co l orado compr i e,e 34 . 6% of the total numbe• thereof . 

?i;bl ic Se"vice Compe1ny r,a, ::,een ana is 1nvolved ;n the 
largest conit •uc t lon p•ogram \~ 11s h'.s tory t0 e, pand I t$ e1ectrical 
generat i ng, t ra0sm1tt1ng, t r an ;10 ,m· ng and a · ~t r1Dut· on fa~l l 1ti es . 
Thi 5 cor,strui:-t : on p,.-ogram has been llnder1.aken rn order to provi de 
the f aci lit ies t o meet expectec! derr,onds for ;e~vic e aNI to prov;de 
adequa t e r ese,·; 2 c;;pac1 ty Tre Cc.ripany •· d; set rorth below --
expet ts to e~pend mor e t han $1 b·! Jion do•· tJg the i ••e yea rs ended . 
in 1978. 

Elect · ,: Ga~ 

1974- - - -- .. --- - ---- .. • - - - S145, i8 i , 000 $33,607 ,000 
1975---- --- - - -- - -- - - ·- -- -$1 62 , 974,000 $28 ,415,000 
1976-- ------- -- - ------- - -$205,261,000 $21 ,040 ,000 
19i7----------- - · ·· · · · -- -$255 ,538.000 $2 1,907,000 
1978-- ------------- - -- - --$225,205,000 $24,234,000 

(Volume x, page 6) 
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GENERAL 

The most "ecent case ~nvol,;ng Public Senice Company, prior 
to the instant proceeding, was !n\est~gat:on and Suspension Docket Nb. 
7 47, In that docket by Dec1 sion No. 824!l , entered on February 23, 
1973, the Commiss!on approved new and revised electric and gas rates 

.designed to produce an actd"t'onal $4,039,499 !n retail electric revenues 
and $2,418,892 -'n gas re\enues. Those re,enue increases amounted to approxi­
mately 2.6% on e1e:tric revenues and 3.06% on gas revenues. 

!n 1971, Public Service Company proposed Yate increases for gas 
and electric se•vice. The "197, rate case" procedurally was divided into 
two phases. In phase one, Pub1,: ':-e1 ,~ce Company, on April T, 1971, filed 
Appl i-cation No. 24900, wni:.:h -ouynt authority from this Commission to file 
new gas and elect~ic rates •hat wou'd produce an increase In gross revenues 
of $11,259,823 '.ln the basis of the test year, 1970. In that proceeding, by 
Decision No 7881;, entered on October 4, 1971, the Commission authorized 
Public Service Company to file, based upon conditions of the 1970 test 
year, new ga5 ~ates that would produce additional revenues of not more 
than $493,807, and new e~ectdc "ates that would produce additional reve­
nues of not mere than $6,894,662 

In phaEe •we Public 5enice C::impany filed new gas and electric 
rates whf(h, or Nocemoe~ 26, 1971, we,e set for hearing and suspended in 
Investigat;or ard Su~per;s'on Docket No, 706. On December 31, 1971, in 
Decis'on N0 79350, tr,e Comm'ss 1 on, 'n Jn.estigation and Suspension Docket 
N0 706, aurhcw 1 zed Publ'c Se·-,ice c,:mpar.y's gas tar'ff revisions to become 
effect:'.e. ~:th "espect to Pub1ic Ser,'ce Company's proposed electric 
ta•!ff re~•,:ons, the C:mmlssion orae•ed certain changes, mainly with 
respect tc u,rtain la.,·ge electr'c custoir.e'"S, but otherwise authorized 
Pub:'c. Se•,·:e Company to f1'e electr1c rttes wni::h wo,.,1a produce addi­
tiona1 e:ect-,c -e,enues ,11 conform:ty wfth Decision No. 78811 rendered 
Dy the Comrnis,,'on n phase one 

Race cases. '.969 ,,od 1970 'n,Jl.ing Public Service Company'f, 

were App 1 cat~on NJ 23963 and :~ve~~1gat'on dna Suspens•on Docket No. 
640, wh·,ri :--e,ulted '.n c c~·nso1 :aated der :slon (Dec'sion No 74240) entered 
Janua~y 28, 1970, in wn':n 1t was determ'ned that a fair rate of return of 
the comb,ned gas and electric departments of Pub1lc Service Company was 7.5%. 

Ir aod:tion to the eariie• cases involving Public Service Company, the 
Corr,m;:,sion h,b also rende•ed a number of decisions since 1969 involving 
the Mountain States Te 1 ephc,r,e 1nd Te1eg!'·aph Company. These decisions 
are No. 72385, Entered ~anuery 7, 1969, in Applicat;on No 23116; Decision 
No. 77230, ente·ed March 25, 1971, 'n Investigation and Suspension Docket 
No. 668; ano Dec sion No 81320, ente"ed September 19, 1972, in Investiga­
tion and Suspens·on Docket No. 717. A11 three Mountc,n Bell decisions were 
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~

appealed to the Supreme Court of Colorado. * Regu l atory principles are 
d i scussed i n these cases. 

The past se·v"e0 al years have siiown an increased awareness and 
1ntere;i in the :-ate-wai<ir1g functions ,:f t h'i s Conrni ssion. Uti I ity rates 
w'ith r e;;pect f.') gas, e1ec.tt i -:: and te1ephone serv;ces affect large segments 

·of the puo! ~: - · ln v i ew of fof lationar-y and other economfc pressures, rate 
cases have becc.rr,e more frequent, and pub l ic participation in the rate-making 

-precess has fnc•·eased , 

rne power of tne Publ i c Utilities Commission to r egulate non­
mun i cipal ut.ilities in the State of Colorado is grounded in Article XXV 
of the Cons-trtut ' on ot t he State of Colorado which was adopted by the 
general el e=torate In 1954, Tne Publ i c Utilities Law, which~urrently 
is co nta •ned :n Chapter 115 of the Colorado Revised Statutes ( 1963, as 
amended) , 1mpl err.ents Artid e XXV of the Colorado Constitu t ion. More 
spec / flr.:al"iy , CRS 115-3-2 vests the power and authority in th i s Corrmis­
sion to gcvern and regu i at.e all rates, charges and tar i ffs of every pub­
lic ut,hty , 

lt. t !•st muot be emphas i zed that rate--making is a legislative 
funr;tion , The Cir{ and C01:n~t Den~e r ..!_S , Peoe.!.e ex r el Public Utilities 
f.£1!:'!:.:~~or . 129 Cc7r,. 41, 266 P 2d ! 105 (1 9541; Public Utilities Commission 
·,s , Nctt!'lwe;r l•cl'E< C0,p0:-c.t 1 c-r,, l68 Colo . 154 , 551 P, 2d 266 (1963). It 
:- hOtJ!O ilic be emphas ' z.ed tna~. ratem~K:ng is not an exact science, North.west 
~.'at<"1' , ; 1:p•o, .:, t 173, !r tre 1~nd11,2rk c.a'.-e of Federal Power Commission vs. 
f-l~at.1.i :•a l _Go\ C-::1rr:p~r>y, 320 US &91, 602-603 (1944) jtJstice Douglas, 
~peat fng ti - •ne Un :ted State5 s~preme Court 1. stated that the _"rate-makfng 
prcces~ unde ! (He Ndtu, al Gas) A.: t, i. e., t-/ile fixir1g of 'just and reason­
able• :-ate~, in.~;1',es a balancing c:f the i n,est.or and consumer interests." 
The Ho.e! r.it<,>; r ;; r-the.- Hand, ir•·· t.he propo;;itior. that. under "the stat utory 
:stando'd oi jt. $t and , e,;,onable ' , i t. i s tne "esuH reachEd, root the method 
employed, wh 1 ,.11 , $ con~ •·ol i sng . '' 

*Dec ,,1 cr. r~0 .. ;z:,95 ~s the $Jt>Ject.·m~tterof Colorado Mur1 c lpal League and 
tt,e C: ty o:,d Cc,v,ty <f Den·e v~ . the f'u'bl;c. Ut1 l 1t-l es Comm is si on of tne 
"StotecfEQf ;,ado and •rie· M~ 'J'•~:-;' r. Sui te;, le!epnone and Tele:9.I·aph Company,
!72 C?lo. 188, 473 P. ~a ~60 ;l970; ; Decl s,on No . 77230 ~s the subject matter 
of Mountalr. ::r..dte.:; Te ~· ei:;none ~~~_!-~~e•raph (!;rnpany vs . tne Public Util ities 
Comrr.i;s , 0n of tile St.ate oi C.,:i o~ado, et aL , 513 P. 2d 721 (Colo . 197.3); 
Deci,1on No 81320 1s the wbJ~ : t n,H.t.er- of Cases No. 25965, Mounta i n States 
Te1ephone and re i e-9 t cpt, Ccmpar,y vs . tne Pub! i ~ Uti'l'ities Co!11Tris~1on; No. 
"25984, Secreta ry of ueter•,~ _on beria!f of the Depar-t.m1:nt of Defense and all 
otht-! EYecu:he agend ~.:. en t.ne Un~~ed States vs the Public Uti'lities 
Com•rh;;on and Mountafo S i;,. t E, 1e1ept"iN1e and Telegraph Compan~; Case No. 
.25915, CQic~ado M1111 1c~pa\ LeagtJe n . Pub!K Uti l i t ~es Cormi4:;s10n and Mountain 
State5 Televt-ione and Teleg raph C~~• Colorado Supreme Court decl"si ons in 
the;,e ,atter- th,·ee cases a-·~ pending , Othe(· recen t cases -concer-ning the 
Me:unt.,;in S'.1tes Telephone ar-ci Te1egfiir,n Company are: Mountain States Tele­
phone and Te l e~;:aph Company vs . the Pub l;, Ut ll;t,es Corrmfssion of the State 
c,f Co,o•·aoc, er ol., 176 Colo, 457,491 P 2d 582 (1971) {Telephone company 
not er,1 \ t 1ed ·10 p-e1 lmir~ry ; r,jur,.: t. i on); Mount-:l. : n State.; Te1ephone and 
Tele9!:aph Comp5ny .- ~. the Puol :,:: Ut ·, ! t : es C::mmi~s1on of the State of 
CoTc,,ad':l, 177 cc·1c-. j32, 494 P. 2d 76 U 972j {rnvalidity of telephone company 
request that t ri a1 co•Jr t e.xer(, i,e equity Juri sd iction of allowfng higher 
r atei pend ing i i M1 Publ ;c Ut : 1i t ! es Cor.,miss ion determination); Mounta i n 
S~at.~- l~.l~phon~~f)£_T~~cph Company ✓,. t;h~J:~.!J.!ic Utilities Commission 
ot the ~tat.e ~1.! Cole,. ~Clo, 502 P 2d 945 (Culo , 1972) (Commission refusal to 
c.on, 1der e. dence t.hdt. t.e l ef)he:ne cu, tome-;; su i fered no eKcess charges during 
rer uncl pe, i od ; s p,,.ope,; 
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The,: •:e<L'n· poces, by wh;ch publ'c ut 11ity ,ate5 a:e 
establ 'shed ,~ou o be etpla'nea. Under current la~. when a public 
!;t•l·•y des ,.. ,, •:rea"ge c new rate O" rate-;, \t files the same with 
r.h" CfJrnm'ss'•~r. c.nd the p,::ipo;,ed new rote or rates are open for public 
, ,pe, t.,::n ,Jr.:f,, tr:c Cu1m,,ssion otherw\,e crde•,c, rt'.) ncrease in any 

•alto• •d•e~ ~,j yo nto ei1ect except after thirty (301 days' notice 
1t.o the Ccrw, ,s·r·· and the rustomers of the Jt<'ty •;nvolved. 

,t tt>e 1h •ty (30) daf i:,enod after ·p1ing goes by without 
r,t>!? CJn 11,--, ~r, r«,. ''·:J tc~er any ac•. 1 on to set the proposed new ate or 
r,Ff·· •.;, r<:;, • ":1, tne new ,:ate or ~ates autornat ca11y becorr,e efte<:tiie 
bJ ope•at ·un c,t ldW • H0wever, the Commissrnn has the power and author­
-'.ty t·~ '>et ,r-e p·0pc<.ed r,ew rate ci>' ~ate; for hear1ng, whlchL't done, 
'Htumot ,:o: ly s0,pend:, the eitective date of the pn,po,ed ni:-w •ate or 
ldte;·to, ,; f.,€'',)d vl :20 doys "'* The Comm 1 ss;or, has the 1 ·u·,e ,.,p,:.lon 
o-r ~._,nt,nu.n<J V·e ,vspe'lsi0r• of the proposed new rate or rate,- l(H i.:n 
adait·,,.,nc' r;e, cd cJ up i;,J n'nety (90) days for a totai ma,,n,vrr, c,r 210 
days o, app•0,:;i:,ate y se,en rnr::riths Thu'>, if the Cc•mrr,i;;;\or· nd, rot., oy 
order, Pt"m,•f"'d n,e ~.,c,pcsed n<2w ·,;r.E: 0r "ates to beuJme e1rect 1 e, or 
e~taol i~hec ne~ ates, after he3r ng, prior to the expiration of the max1-
mi.;m 2i0 day pe, icct, tne proposed r,ew rate or rates go into effect by 
ope,at ~n 01 ·ow and remain eftect:ve until such time thereafter as tne 
(,:•mrn,"- v ""ao ;he" t.r.e new rate~ ,n the docket 

A, .no·.~·ed :;on,e, •,nder ·H-sto•y of f'rcce:>drngs'', tne decision 
c,t u,·, C"rrn o,'('1 e•,•e•ed on J,rne 2!, ·1974, to -et f•.i heor'P9 :r,e pro­
µ:..sed l':''ec:t, :, 1'·C '.J,1, •a·'ffs r11ed by ~'ubl", Se:. "ce Cc·ff,p~n_y' hao the 
erte'' cf •••1'pe,;o'ng rt·,€1'· effecti,e dote unt 1 on,)be; 24. ·,974, or· until 
f.J··•h2· oo~- ot rhi:c V:en'.s,ion. The dec 0 -fon he,e·n , the Order which 
etfe t ,e•y e 'di> • .;l',e- elect~i,: and gas rate.s ·o, Pl,bl : '.:er. 'ce Company. 

1·r· nit..: e '"e,rr:1:-, tni:: ;:.ommi~s:ori rr.Llst de1-"e,.m~ne ar,d estao: ;;h 
"",nr;1. r.r,.: ....1·,'·.i .-1":d ,:? _:1:nbie ·11te> :n urder· to ar:~we:· tr1 ~uest~un,. the 
(;jir,'r, "' " :,,;,t '.·•we' two ,,tr,er quest·on.s, ri1me 1y, wnat i; e the •easun• 
cv ~ e.er.,,e ··~:~:. ;,ne 0 t, c·1 tne ur.,·'ty ;n;o)ied s:.: th~t 't may pe"forrn 

·., .e, -•r; h,.., ,,·e the reasor,;ole ·e.-en,1es ro De ,a·sed t•om 1 ts 
:c11,,µ,J<:::· ·'1 c-tnc, ;.·. d,, the Corr,r.:',.,Jon must deter,1,·ne a ",2,enue reqt,;; 2-

:r2rit'' and tr,2" µ 2:,c •• u-,e :0i.t," torr22t the ,'evenue requ',srrenb fo 
o'.'.om~:-q, t· ,.,,<. "· tr,e,e e:J,--a~, t ,111Jst e... e,~;\se a ·:on:,'ae••Jble degref 
01 j•,rhjn2r,t 'Pc best <J! :;,- ,:bi) ty, be ct; 'ct,, as ~-;,ible to n1e 
,.,, cs,,' ~c fJ•. " ,, d vvs, t, • ,h.~t ine,1itably pi"ese,,t 're111,ei ,es n M•y 
m~Jc ,,,'t' ·;,e •,,re-n•a<.·n9 t'11'l>:tion lnvoive,, n otr,e' w11rd.·, the 
11,dr.:ng JT L -1 ~dJustrr:enr,·, fhe.t:!2.P._i;case, s,;pr:'l, 6t page 60Z N0 c-ne 
.,':,,\ii::, 1.tiol l_••c c~K ·" edSy, but, on the otner hone, r: ,,, not d ld:,K 

lV 

'rt es.h ale~ ::,•.E:eding, ':th neressa,.> 1 0 ,e1ect c te·,t pent,d 
ard tner bOJ•,\t \~e ope·atln~ results of the test pe· lod for khrwn rnanye' 

•urdEr rK) ~-3-4, rr.c~t 11,ed uLl;t'es ffle rate, on tt:'rty !J01 oay riot ,_:e; 
r•,we,t', th •t.y (30) OilJIS \s a mfofo,ur,1 notice perivo, un•e~, u,;herw'.~e ordered 
by the Con,,r, .. s·,·,on A ur 0 1 ity may se1ect a onger not lee pei iod. ln any event., 
.t trie Cur.;n ,,. 1.,n e·•ect, t0 set the proposed rate or hite~ 1or hearing, it rr,w,t 
do •c bero- e th~ p~~p~!ed effectlYe date. 
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In 1e,~~~~ e•d e~pen;e levels ;o that the adjusted operating results of 
t.ne te,t pedcd wll 1 be ""a:presentati ve of the future, and ther:eby afford 
a :·eac-onaC' t:. Dc!.is liPon wnkh to predicate rates which will be effective 
d~r ! ~g a f uru• e period . 

:n 1:h,s ;:~;e, the test year p~oposed ·by Public Service Canpany 
end used by i.h~ Cofl'llli ssion 5t~ff and all interveno.-s was the 12-month 
period , onrr.e 0 c 0 ng Aµ· i1 1, ;973, and ending Ma r-c h 31, 1974. The Commis-

• s 1•:,P r ' r.ds that t h2 ! ,-month pe··iod Apri ll, 1973, to March 31, 1974, is 
epp! Gpr!ate L0 ccn~t '. ~ute a r epre;entative year and such will be the test 
P=-~· .Oct 

V. 

RATf 8/~SE 

"'-·"; 1c Se•·, .ce Corr.;.;any used a year-end r-ate base dS of March 31, 
1974, f o· ::c. tn ,~ ,. el ect' ;r, and gos oepartments. Public. Service Company ' s 
Je,1· •eno , ote bc!e 1,,,. · t~ ele:: tr ·· ~ uepa r~111ent totaled $791,613,321 wh1ch 
cons 1s tfd Ot t he 1o' luw!n9 components: 

$ 847,287,524 

UL . , · 11 ~·-~t Held f or Futu r e Use 757,786 

128,188,847 

4 20,118,609 

1 ,333 ,8975 . 

21,684,541 

None 

4,021,750 

9. $ (825,354 l 
lti .. ,, :-: ,i, ·g'"" . <:J~1 Rate Base $1,022,567,600 

(196.207,919) 

1i ~~ 1e BdJe ~111cateo to FPC Jur1sdict1onal 
':le , <' > (34 ,746 ,360) 

' , J Net O- ' ginai c~~t Rate Base $ 791 ,613 ,321 

t r' ,.b''' ~ Se' , 'ce Co1ni,al'IJ Exh.1b1t No 38, paye I of 5) 

8 

1, ; ~ne"~ :-1e ~• e:i ct' the Corr.n•lssfon ~taf f submitted a year-end rate 
bd J€ ~, 1787,760,6/ i , wh 1cn W6! $3,852,644 lesi than Publ i c Servlce Company•~ 
)eo:.•-':''0 c.tt bt~e -f,:,- •1: ~ e1e:-tr :c depe·~ment .. The d ifference 1s accounte<I 
J:) ,.. by 1.v · t ,..e ;:· Me" t :' , reJ1,t,dl of $4,021 ,750 of compem,at 1ng bank balances 
' ed(; .:. ed by a r. U C ju ·'. :d > r :ona1 ~ales ~actor of $169,106 (Staff fahibit 
No 1 , page 4 ,,f 6.l 

i,; i H , ~ ~pi:- t t u ir. , g;, ,, department, Public Serv i ce Company used a 
yeaa•ero 'dte b~se of 1157,147,636 consisting of the f ollowing: 
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L IJtil ity P1ant in Service $195,944,922 

2. Utility Plant Held for Future Use 112,627 

3. Construction Work in Progress 7,254,030 

4. Common Utility Plant in Service Allocated 12 ,398,942 

5. Prepayments 255,226 

6. Utility Materials and Supplies 2,966,046 

7. Cash Working Capital Requirements* 2,351,551 

8. Compensating Bank Balances Allocated 869,474 

9. Customer Advances for Construction (i,333,727) 

10. Gross Original Cost Rate Base 220,819,091 

11. Reserve for Depreciation and Amortization (63,673,416) 

12. Net Original Cost Rate Base $157,145,675 

(Public Service Company Exhibit No. 38, Page 2 of 5) 

Witness Merren of the Commission Staff submitted a year-end rate 
base for PubHc Service Company's gas department of $516,278,162, The 
$869,474 difference is account ed for by Witness Merrell 's removal of compen­
sating bank ba1ances (Staff Exhibit No. l, page 5 of 6) . (The FPC jurisdi c­
tional sales factor applied for electric sales is inapplicable with respect 
to gas sales.) 

Publ ic Service Company's combined electric and gas department rate 
base for the year ending March 31, 1974, was $948,760,957 (Public Service Company
Exhibit No . 38, page 3 or 5), whereas Witness Merrell 's was $944,038,839 
(Staff Exhibit No . ; , page 6 of 6) . We find that the combined rdte base 
for the electr:c and 9e1s departments of Public Service Company i,; $948,758,996 
for the year end ing Ma r-c h 31, 1974, consisting of the fol lowing: 

!. Uti1i ty Plant in Service $1,043,232,446 

2. Ut~1ity Plant Held for Future Use 870,413 

3. Construction Work in Progress 135,442,877 

4. Colllllon Utility Plant in Service Allocated 32,517,551 

5. Prepayments 1,589,123 

6. Utility Materials and Supplies 24,650,587 

7. Cash Worki ng Cap1ta1 Requirements* 2,351,551 

*$2,353,512 ( 1 1"'.:' coinp,c: r.y 's fi gure i reduced by $1,961 Staff ad j ustment: 
Decrease in O&M exper,ses ($7, 1_17) x. 12. 50%) :e ($890 .00) 
Increase in Federa1 i ncome tax $3,245 x (33,0~) = !$1,071)

1,961}
(Staff Exhibit No. 2, page 4 of 5) 
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8. Compensat~ng Bank Balances Allocated 4,891,224 

9. Customey Ad,ances for Construction (2,159,081) 

10. G•oss O:iglnal Cost Rate Base $1,243,388,652 

11. Reserve for Dep;eciatfon & Amortizathn (259,881,335; 

l2. Rate Base Allocated to FPC Jur 1sdict1ona; 
Sa es (34,746,360) 

13. Net Original Cost Rate Base $ 948 , 7 58, 996 

!n finding a combined year-end rate base of $948,758,996, we have 
included Pubh<: Se~vice Company's compensatfog bank balances, out hale 
adopted Wltness Richards• $1,961 reduction adjustment from Pub1 ic Service 
Company's wo,king capita 1 requirement which results from amort~zing rate 
case expenses of the gas department over• a two-year period rather than a 
one-year period as proposed by Pubiic Serv1ce Company (Staff Exhibit No. 
2, page 4 of 5; Volume X, page 56J. 

For those fam~·•iar with past Commiss on policy, ;t wi11 be noted 
tilat today we nav·e departed from µast CorfJJ1 1ssion pol~c:y in two s;gn;ficant 
respects, tnit \~, the adopt'on of c yea~-end •atner than an a:erage rate 
base, and th~ lnrlusion of compen;at:ng DEnk balances 1n rate oase. It is, 
of course, t,ue thct the:e is no unan1mHy of oµfoion among ·eguiatu"Y bod\es 
concerning these two matters. Altnougn tnere is no universa~:y accepted 
preference on e"her· of these matters, we f,nd that certain ecor.omic condi­
tions ex',,t at th's t:mE: wh'ch render the use of a year-end rate base and 
the inclusion or compensating bank balances thereir as being more reasonable. 

W)tr, respect to yea·-end rate oase, the econcmJt:: condition, of 
atfr~tion, :nf:.atlon, and g·owtn ead us to concluoe tna.t it sh;:ulct be adopted. 

Atrvitton properly may be dess-'bed as tne fai ure oi a ut i ty, 
becal.ise of ,r.f;ct·un, growth er "<egulatu:y 'ag, to earn 'ts prevH::u,'y author­
ized rat,e of retU"l on (dte base O' prenously authorized rcte cf 'eturn on 
common equity Th', Commission, ir1 Oecis;on No. 82411 (FebqJ.;,y 1973 , found 
that a 7 5% retu,n 0'1 rc:te base wa, a r'a\,· ~-are pf retu-n tor Pub1,,. ;:Ce 
Company. and tnat a ta'f •ate of •eturn for tre gas department only was tound 
to be 7.J% in :·:1n, fo,· t:he test year as he"elr. used, Pub 1 'r: se.-.:,e Company 
earned 7 16% on ••s e~~rt• 1~ rate ba~e and 6.7% on •,~ gas ,are ba3~ which 
produced an c>,eraq "ate of '"eturn of 7 09% wh ch '> approximate'J tour-tenths 
of 1% below the ,ate ot return last authorized by this Commiss;or. (r'ut,' le 
Ser·nc.e Company b .. tcibit No. 38, pages 1-3 01 51. 

In the scme Comm 0 ,s 1 c,n decision, a~ abc1ve set forth, th , Conn11ss1on 
found that a rate of return on common eqc:"ity was 12.5 to J3 2%. lioweve', 
during the test year, as useci here~n, Publ •c ~evv ce Cm.pany ea(ned a rate 
of return on equity of ordy \Q .. 6¾ and, "if the >tern cf a lov.r.nr:e for fund,, 
durfog construction (AFDC} L e~c1uded, the rate of return on average common 
equity during the test year was only 8.4'.i~, which \s another· indication of 
serious attr' 1 ion (Publ!c Se,vice Company Exhibit No. 14, page 1 of 1; 
Volume II, pages 5-6). 

Another majcr 1adcr which pet;.1•1de3 '.iS to adopt a year-end rate 
base, is the factor er inflation wh1cl"> afiects almost everybody. The pr 1ce 
rises in mater:j)s ti-at Publ le Ser\,ice Company has had to buy have increa.sed 
material1.1- rn the ;ool nve year·s< For example, a No. 2 aluminum stee, core 
conductor has lncreasect 1rom 2½t per foot to 5 4i per foot during the five­
year pericd, fu en inc.rease of 116%" A 40-foot wood pole has ncreased in 
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cost from $43 . 55 to $106 .95, or a 145. 58% increase. Other costs have 
not risen so sharply. For exampie, a residential gas meter has increased 
in cost from $25.24 to $28.08, or an 11.25% rtse (Public Service Company 
Exhibit No . 6, pages 1-2 of 2). It is also true that the cost of labor per 
kilowatt hour has risen about 10% and the cost of l abor per thousand cubic 
foot has risen about 35% in the last five-year period (Public . Service Company 
Exhibit No. 3, pages 1-2 of 2). 

An addit ional important factor i n adopting a year-end rate base 
is growth. Wher,. a uti 1ity is growing, thclt is, adding to its capital plant, 
attrition occurs as a matter of fact, other things being equal . This is so 
because the rate base during the period when new rates are in effect will 
be greater than the t est yea.r rate base (whether average or year-end). 
Since the test year concept of setting rates fer the f uture assumes that _ 
the proper match~ng of test year rate base and revenues wil 1 continue into 
the future, i t is obvious that i f the future rate base is., in . fact, larger 
than the test year r ate ba5e, and future revenues do not advance significantly 
beyond test year revenues (adjus ted, of course, for any rate increase) then 
attrition will result . A s frnple illustration will make th1s clear. Assume 
that a util ity has a test year rate base of $100 and test year net operating 
revenues of $8.50 (pursuant to newly authorized rates), and that the regula­
tory body has authorized a 8.5% return on rate base. Assume further that in 
the future when tr1e new rates a re in effect, the net operating revenues of 
the <;ompany are $8 . 50, but. that its rate base has in far. t increased to $115. 
In such a situation the return on rate ba se woul d be 7. 3% ratner than 8.5%, 
representing dn attrit lon 10 its rate of return on rate base. We find that 
a year-end rate base i s a mo"'e up-to-date reflection of the actudl rate base of 
Public ~erv i ce ·cQ.during the period in which the new rates will be in effect . 

The record in t his p,·oceecling indicates that the rate base .of 
Public Service Company will gr ow si gnlficantly. Its total electric construc­
tion for 1974 is estimated to be $145,787,000; in 1975 - $162,974,000; in 
1976 - $205,261,000; in 1977 - $255,538,000 and i n 1978 - $225,205,000 . 
Public Ser·.ice Company · s estimot.es for its ga:; department construction are 
$33,607,000 for 1974; $28,415,000 fo r 1975; $21,040,000 for 1976; $21,907,000 • 
f or 1977 a~d $24,234 , 000 for 1978 (Volume X - page 6) . 

Accord'.' ngly, ·we f i nd and conclude that the three- fold factors of 
attd t. ion, in fla ti on and g."owth -more than justify, and i ndeed mandate, the 
use of a year-end ~ate t>a,-e in this proceeding . 

The sec:~nd change in Commission policy with respect. to rate base 
is the incius i on of compensating bank balances in the rate base. We recognize 
that i nclus ion or exclusion of compen5at i ng bank balances in rate ba'Se is a 
m:1 t.:er upon wh ich var·ioc1s r egulatory commi ssions have differing views . ln the 
past , th i s Commission h;;s ex.eluded them, but we al!.o recognize precedent for 
i nclus ion . See, fvr example, Re Michigan Gas Uti,ities Co . , 81 PUR 2d 27, 
33 (1969); Re Long Island Lighting Co . , 90 PUR 3d 93, 105-106 (1971) . 

Compensating bank balances are those funds which a bank requires 
that a util 1ty ma l nta : n on deposit for the purpose of assuring the avail­
abiHt.y of short-term cred it. Normally, the ratio is one to 10, that is, 
fo r every dol lar of compensating bank balances on depos i t, the ut i lity will 
have a 1 lne of c.redit of $10 . The c;;)ITipensati ng bank balances on 'deposit 
are not a savings ac~ount and do not earn interest; raLher, they are analogous 
to a minimum ba·lance checking account in wh ich service charges may be 
eliminated or reduced . There is no d i spute of the fact that compensating 
bank balances are a true econom ic cost to the utility inasmuch as it does 
not earn t riter-est on the money on depos'lt. 1he advantage of having compen­
sating bank balances is that it enables a utility to bor-row up to its 1ine 
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of credit at the so-ca 11 ed prime rate, or enab 1 es the util ity to use 
a compensating bank balance as a backup for commercial paper s9 les 
(Volume I, pages 91-92; Volume II, pages 32-33). Thus, compensating 
bank balances are, economically, a pennane11t investment in today's 
economic world, and are, like materia]:s and supplies, necessary for 
the effective operat'on of the utnity"s business (Volume I, page 91). 
As a permanent investment, therefore, compensating bank balances are 
a proper item of rate base. 

In summoyY, we find that a year-e11d rate base of $948,758,996, 
which includes Public Service Company's compensating bank balances, is 
proper, 
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VI 

RATE OF RETURN 

Capital Structure 

We firid and adopt for purposes of this proceeding the following 
capita1 struct ure of PubHt Service Company: 

$ % 

Reserves and Deferred Taxes $ 9,394,574 1.05 

Long-Term Debt 470,437,924 . 52 . 45 

Preferred Stock 135,000,000 15.05 

Common Equi ty 282,060,310 31 . 45 

$896,892,808 100.00 

Re, e:r·ves and cieie.rred taxes have an appropriate place in the capital 
struct ure and t he cost th.:rein of that proportion of the total cap i tal con­
t r~buted by re; erves and deferred taxes i s zero . Long-term debt, as i ndicated 
above, compr i' ,,es 52 .45% . of the total: capitaHzation .. The annua 1 imbedded cost 
of that debt is 5 . 76%, The·. perc.entage· cost of imbedded l ong-t erm debt 1s 
3, 02% ( . 5245 X , 0576 equols 3. 02)·. The percentage· cost of preferred stock i s 
. 88% ( . 1505 X . 0584 equa l s· . 88) . • These cap~t al costs are read Hy ascertain­
able i nasmuch as they a re contractual in natur e (Staff Exh"iblt No . . 3, page 
2 of 2). 

Before discussi ng .what a· 'fa"ir and r easonable retur n on corrrnon equ ity 
is, it is appropriate to remar·k that Pub·Ji c .Servi.ce Compar,y is in the l ower 
range of the 1-10 majo:-- gas and· e~edric utllities· in t he nati on wi th respect 
to the pt opoY' tion lhat ~t s· .common· equ ity beal"S to the total capital structure 
of the Company . A~ of ' DecembeY' 3·1; 1973 ., on1y eleven of thes·e major gas and 
electric utH Hie; had a smal l er percentage of equfty i n thei r...,'espective · 
capita1 stru-: tur es than did Public Seriice Company (Pub1 ic Serv i ce Company 
Exhib i t No . 52;, 

Ac, our Supreme Court· stated in· Motrnta )n· St ates TelephOne an-d Telegra ph 
Company vs . the Public utilities· Conm i s~·1on,5 l3 P 2d 721, 727: 

"methods · of· r aising t:apital should be left to the 
d iscretion· ~r management unless· t here t s a s ub­
stanti al' showing· that rate payers· are bei ng pre­
judiced material'ly by t he manageri a l options i n 
the ar ea · of capi tal f i nanc i ng . " 

This i s, of r.our se, .but another -~ay of say l ng that the capita l structure of 
a company· is a matter fur managemen t· d"ist r-e d on absent a showing of material 
pr ej udi ce . No showi ng tias been rnade •in this proceedi ng that the capital 
str uctt.. r e cf Publ ;c Ser.d ee Company- .has matfa! r i ally prejudiced t he ra tepayers, 
although some of t he par ties. herei n appa rently bel ieve that its capital 
structure should be t i lted toward· mor e debt vis-a-vis its common equ ity. 
On the contrary, it is clear to us that· the thinness of· Public Ser vice Company 's 
conmon equ i ty ratio has reached a dangerous level, and any further weakeni ng 
is 1i kely to be harmf ul not only- to itself; but to its ratepayers . 
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Cost Gf Eq.;ii,t 

The P':>b1em of .determ·ining t he cost of a i;t i !Hy ' s capi tal repre­
sented by -:.c-mmon stock l s a diff-.:~u~t and tomp!e:x task, s .i nce tiie utility 
nas no n xed cont r ac tual .oo?igatioo to pay d1,ide11ds to its common share­
holders, T,;, be su~e, equity capito.'I· has a mar·ket cost i n the sen:.e t hat 
there is a i ways a go1ng r ate o f : ompen~ation 1~h1;:h fovesto<s expect to 
·..,eceive f,:; ·: 1:;,-0·.;;d , ng equ'ty- capital ·, but it i s not a cost t hat is directly 
obsen able /· ' om t.he .m&:t ket· oc ac:.cunti ng data . 1-lhe: eas a purchaser of 
$eni or ;ecuvi t i <:!S clCqU t"'es a ri ght. to· a tont, actua! retu~n, a purchaser 
of common .; rock s i mp l y acqu i res a· cl aim on the Company's future res i dual 
revenue afte" over-an costs,- i ncluding t he carry ing cost of debt and pre­
f€:'''''ed ~toci< ,ho.;e been met . Thi s es :; ent ia i l y ,entu resome e,Ja'im i s cap i tal­
i zed i n t he m~r ket pr i ce of the stock . Conceptually, then, the true co~t 
of cpmmon ;tof.K i ;, the d iscount .-a,e equ,n.cng t he m,Fket p,. k e of the s t oc k 
v1itn a typ'\ ca, invest o·, · :; en . '. mate· ot the ' n-: ome stream, i 11clud i ng a possible 
cap i ta l gij i n o: loJs, he mignt • e3s ~na~ly expect to rece i ve as a shareholder . 

A det<:rm i nd t ; co :)f· a· ··e:asor.able d1~-:.ount rate, adj usted as neces:;ary 
for ma .."ket pressur e .or) new stock i ssues and underwd t i ng r.osts, 1s i mp l ici t 
i n every regulato-ry deti si on \n whi ch an allowance for a cost of equ i ty capital 
l 3 i n~luded as a campc~ent of the app• oved· ! a le of •eturn on a uti l ity ' i rate 
base . Although tneor et· : a'iy, 1 t ffi l gh c be sa i d t ha: there i s no cost fo• 
ut•li ty c,.,,~; ta1 r a0~ed t>.i ~-::rnrr.nn st.:;ck si nce the"e is no convactual right of 
a common , 03r.;-ho1der tc r ec.eh e any di vidend ret.u,n, : t i s patently obviou:; 
that no ~eco•; na.ble i n ;<:Si.cr wi' I ~ en t r u~-t tris ( apnal tunds to a uti l ity , by 
purcrHs ing common s t . .ir. ,., .;n , ess · ne· .:on expect to oot.;, ·,·n a r ea,;onable return 
on hl i investment. 

On the b2 ~: ; ot the "·ecor d m,,de i n thi s P"Oceeding, we find that a 
rate of ' e\ .vn ?l'l i)ub~;c Se' ,i ce Company ' s rate base of 8 .62t <1nd a ra te of 
return cf ; 5% tc ,~o,mon eqv i t :r- >, f ;, \r and reas:onab'l e, su t fh.J ent tc a.tt,act 
equHy c.a~- : r ..6 ! ;n toaay · s mFket, and coim,~'•W'ate w' t h r at.es of r-etur'l on 
!nvestme~ts d~d otner e~re•p•!sei nav 1 ng :o,,E~pond i ng r is ks . Ou r f i nd i ng 
i n tr, '. s ri, -,;o'd -.:, suppu."tea by ,e·Jea1 e, i oent ' ary approac nes whi ch wer e set 
for th i n tne nea ~; ngs · n th !! proceed i ng . 

f •; gen~ ME>j @~, . \/ -:e P·,<es i dent of f ' dde', f-ei'> oody and Compc111y, whose 
baf;,,g , ouno ;n: l ude; etpe ~1 e-n ::.!:! · ' n the ' nv2, tmen t banki ng :;oo secu r·itie; 
brokerage . bu~ine~s. testif j ej• gener 311y abuut competi tion fo• t he i nvestment 
doll~r .. Mc· e .:, pe:i f.. '. :2 · i y, n~· r;onte·nd-ed t lJat the r i s i ng 1ntere;t y i elds 10 
the oond mM·i( et re~'e,~ · L-a ted •. hi gher . y : eld; in the eqtJ ity mar ket s \na~much as 
equ1ty in,es to ' , oemanc: a g reate·r · 'l'at.e· on their i nvestments compa,·ed t o the 
l owe• -isk ot bo~as :l✓o : ume 1~· pagei 45 ana 46) . The re t ur n to the invest or 
i n ,:: o,rornc,r, ~\0.. k i ;, oer<·,:ed t ·• ? !T• n,e o• ·,;ldend he· r ece ; ·; es . plus mar ket appre· 
~1a1io~ wh (t h 1s , omp0r nded at : t ne same· r ate at wh1cn the ear ni ngs per share 
of a patt l ~~•a: ente, ~ .i se~g·~w .. In t he case of Pub l i c Ser 1i ce Company a 
6 7%yi e,d on bN;k va ;.ue . (b'.) ,k ·.,, ue· '-- $': 7.80 per Shdt e) and a 5, 8%--7 .8% 
earn i ngs per ; nar e gq;,,1 ,;b .·r-,;ie ,,culd . .Ji •e·,(l a to.to I e4u ity retu rn io the rorJge 
of 12 .. !ii - -!4.5'%.. Howe-:P.r , . H ihe. 5 .. &, anct· 7· 8% a·,-e d i v"ided by 40% (a :--eason­
ao ,e per ~e11td.ge of ea"'r. •ngs tc oe . r·'.:•t ained rn t he bt;s i ness) ttle equ i ty returi, 
~ange rise:; trom l4St. to 19 , 5% f vo lu:ne l , page 47) . 

~l i tne.;.s G~Und.f of the C:>mrr, 1,,; 1on :. tatt p,e:;.ented e111ctenc.e wi t ti respect 
to rate. of. r·eci;rn on. eq!;~ty based on. dn counted Cdsh fiow. Mr- . Grundy ' s 
app<oacn wa s ;·light ly . a·'-rte·,,ent t han. that. of Mr . Meyer , Mr' - Grundy added the 
compoundea ·;;nnua·1 earn i ng-; g··owt.h rate. of Public Se, v i r:e Company to its cu,.rent 
di,ndend y 1e·1a t o_,,,·: . e ct t he bv e co!:. t rHe of- eq;1ty. By using a 1.0-year pef'l • 
of compound i ng (1 964- 1973) -,nd the t.ur·r ent di,vidend yie l d computed as ot 
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Manh 31, 1974, th,;, results are a bare cost rate ot equity fo, th<:. 10-year 
per1od cf 13 27% 1nd a bare cost ot e~0~ty for a 5-year aierage p~riod 
(1969-1973) cf l 1. 92% (Statf bh 1 b1t No. 3, page 1 of 2) 

Wito12s~ Gn,'ldy prnposed that a f,ia return on equity wou1d be the 
bare cost of equ'ty p:us an adjustment that wcu1d perm~t the.market price 
of Publk Se.~ "~e Compaoy s common stc~k to rernarn above its book value 
Using bare (Oft ct equ'ty figures of '2.50% and 12 75% (wh•ch f'gures tall 
w·thin the ·doge or t~e oare cost of eq~·ty t~gures calculated at 11 92% and 
13 27%), and m<J· cply ng the ,2 50% and ~2 7510 by an adj•;,;,trnent f:gure of 
113% and 116%, respect',1:ly, a til, rate of return on equity was calculated 
by W1tness Gnrndy to ta1 \ oetween 14 i3% ard 14 79% . The adjustment figures 
of 113% ana , ,6% rep•e~ent, ,espect:,ely, adjustments to account for f1nanc1ng 
and market p1e~su•e 'n tne ma,tetplace (Staff E1h1b1t NJ. 3, page of 2; 
(Volume X, pag~ 78) 

~Jitne~s Gau ·~_1r, or the Comrmssion Staff preserited a third approach 
whicn prope, ·y m gr,t bt oe~,;; bea as the "'nte,.est ::.overage" approa:,,h M, o 

Garr 1 son 1est1f'ea thdt earnings avniiaole ro• coverage compared to the total 
interest eKpense of The electrl(, department •esu:ted ;n a ratio ot 2.53 to 1 
and with respe(t ra the gas department of 2.39 to', Mr. Gar•1son, who has a 
long time ba kg:o~nd r f·nan,~a· analys·s, ·nd•cated that a 3 5 times coverage 
ratio w~s necessa•y tc· the e~ertt'c departme~t and a 3 52 ~·mes co,erage ratio 
was nece,sctry tor tte gjl oepj•~ment ;r the nte,e~t coierage ratio :s 
beiow i, ct :ompany c5nnct pcty its :nrerest lndenture l'eqtr • 2rnents, .:alculated 
on ~omewhat a· fterert ba$is, no•ma1:y require that the nterest coue~age ratio 
be at 1east 2 5 The n·gher the ;nte~est covefage rat o tne lesser the risk 
and the eas'er 1t ,, ror su-:-h a ,ompany to se 1 1 debt, ar:d o 1so its con;mon equity 
Other th1ng~ being eqJa 1, the ·nte,es~ co.erage ratio of 3.0 :s about the m1ni­
mim that a :cmpany must ha,e n o~de1 to •ndu~e 1n~est0~s to become either 
bonaho·ders v ::t.o·:knolde"S In ra:t, 3 < ~ a mete ,ea 1 istic. t.gure. it s 
then ne.e,~dry ro upWd'dly adJus! that f•gure tor tne tactor of erosion which, 
n the ~ase or Pub: •c S2~1l2e Company, has oeen rather sha•p •n recent years. 

For example, Pub;': SErv'se Company~ ~n:2,est toverjge rat;o has de::.: •ned 
11.06% 1n th5 3-month pe•ioa of •~e first qua·ter of 1974 and an add·t'.onal 
8 61% 1n the •e:ond quarte' ot '974 •t~ ng ~ 3.2 1nte•s3t ~o. •at·o and 
upvd•dly aaJv.st·,,g i oy ",.on,pa at'. -=1.1 "':,nse•;5t',e Oro"' os on 
gives a 3 5 •nte1est _,.:;,e1c;ge •at,c. ro: tr.e e·e::.t; ·c. dep;trnent. 

Mu;t fJ:.1:n,, th' tota! .11:.e,e:;t etper,se Jf $22,703,607 by 3 5 :csults 
•n a f;gure er $79,462,524 After ~uot·act•ng present avt· :able earning~ f~om 
that ~urr,, ~nd mak·n9 ne<.e,~,;j_y t,n iac.t;:;; adJu;tments, the total rev·en,;e in-
t, ease •equ ~ed oy the ele·r• : department LS;ng a 3 5 ~imes lnte•est rctt•o, 
is $22,561,707. U,.ing !ne.$arne ruethod rvr tne gas department with an nterest 
coverage •at~ ot 3. 52 ,a;e to ioc•eased , -~k~ or the gas depa·tment), a 
$6,350,310 qas re,eoue .,, "ease would be ~equirea. Tne tota' ~e.enue in~reas0 
ror both tne <;as and e'e;:.tr:,t depon.ments, as cct'.~u 1ated by the ·orerest r.o,e1 
age ratio dee;r,ed p.~cpe:· by wnnes> Ga·~·:,oo, am'.li.;nts to $28,912,0·•7, Based 
upon the tap·?a 1 '2&• ·on of t~e Cn~pany, Wh'th we ha1e adopted, and the net 
ope~at ng ea·r ngs of cf $81,400.643 which is ob!& ted 'o determining the ,ewenu~ 
:,,u·ease ut $28,9:2,0'7, Publ'c So,;ce Company ,.,ou'rJ ··eal 1 ze a rate ot retu•n 
on ~b yea.•-e,,d !dt<: oc::.e of 8.. 627o and the tost of ~Dmmon eq1.nty would be 
l5.0i% :St111 E•h o· r Nr 4, page 4 or 4; vo:ume x, pages 89-10~) 

;n suir.mvy, apr,roa:ning equity rerurn from the po 1 nt ot view or compe­
tition for .ap:ta' lv~d~, d·Iccuntea ~ash rlow, and h1tnes~ Ga~rison's 1nterest 
co,erage ,at·o con:ep!. !he~e 1s a con ✓ ergenLe to support our find1ng that a 
rate or retunr en •.,re ba,e of 8.62t and a :·ate of retu.-r- on common equ1ty of 
:5% is adequate one ,ea:onab1e for Publ;c Ser,1-e Company. 



t/' l 

RE,ENUE REQUIREMENT 

Based ~pon a year-end adjusted rate base of $948.758,996. 
and a 8.62 rale OT •etu•~ 1n sa·d rate base, we f •nd tre trtal net 
ope~ating earn 09~ of the ~ompany to be $81,783,025 The earnings 
def~cienc'es, ba;ed or the teit yee , are as follows: 

E';e;:tr :: Gas :ou1 

Required Net 
Ope•at\ng Ear~ ngs $67,922,7i6 $"3,860,249 $81,783,025 

Net Ope<at,ng Ea •n ngs 
for the TesT tear $56,738,145 $10,587,056 $67,325,80 

lndiutec Earncngs 
Def;c 1en:y $11,184,03 $ 3,273, i93 $14,457,224 

In oroet t0 p•odure $1.00 of net ope•at1ng e½rning,, a gross 
revenue increase of $2 065393 tor e•ectr 1 c dnd $2 015055 ror gas !s 
required oe~a~se O! ~dd1tional income and f•anchlse :a•e~ A~cordingly, 
gross iftcre!•e~ ct $23,099.419 -~ reta'I ~lect 0 ·c •e•e•ues and $6,595,664 
in gas re:e~Je; a•2 •e,c :sd :J ~orr~en~ate to, t~e e1 et•' : e~rn·ngs 
aef;c,ency .,f $l: ,184 0.:Jl cir,a trlE :Jo.:' def·::,e:'LY er $3,273,•9j, 'espec­
t1>'c:y 7hos, 1r,e ro,a: ,J(0S5 re·,12'lue req0 ·emer:t "-·"'e:i.:iE fo, botn 
gas ana A'.E,;tri, 'S $29,695,083. 

We f 1 no the '<:>st year expenses cf Puo• :c Se,,1:::e Company ·,;ere 
reasonable ana necessary to tne operat;on J• the Co~p6ry Tne Company 
m3de ar out-of pev•oc 3cj0;rrren• fer s'·g~t1 1 o:er $4.000,000 'wdge 
increaies ~n c~ became e~,e~t: ~e :r June of ;9;4 It tr~e that i~ 
tr<> past th·,_ Corrrr."ss .. on has iootea w·tn c·,ra;.o, t 00t-0,-pe• od wage 
aCJUstrr,ent3 tD '':',t p:::cir c,pe·aP••g '="pen~es. ;,, ·, iew of tr·e ·:onunu•ng 
r1se of th€ ,c•t ci !1y:~g. t wou 1c oe fo,ly t::: dS~ume tnJ• a ~t•l•ty 
cc•; 1d aco·ct "ri(rea,ed ci:mpe'lsat'on ~O' •·, wc:ke•·~ o"O at tn,c ~i:ime t·rr-e 
retain h"un qJa' ty ,e,,,,:p +'.) ,r, :-,sto1,ers. Jn ar,y _e,ert. we ,Fe 
persuaded t~at tne case 

us wage and "a'a,y 
have beer •nnt• ➔ r!d fo· •cw' take etre~t afte· t~e 
OuY Co'orac','.l Supre(H, Co~·t r1~ S:l G, 513 P 2d 5t 724, 

" (2 3) 1ne relar,onsrnp oerwee'l c0<t,, nve::t'T,e,,t, 
and •e,Ht,f ·r, the ri·;tor:::. te<+ yea,. 1 ; ger-e•tl;'y a 
:0ns•3nt and •e'1ab"e i:3(!2" upo0 w'•'Ch c ,~g_::11,ovy 
dgen:y can wa~e ,a 1[Uldtions wh•cn fo,mu:a:e the 
Das•s to• ta·r and reasoraDle rates to be cna·ged 
These ~11rv;et~0Ds O0~;0t~ 1y ~~~t take nto _cn~·ae:a­

·r c· ·n-~e 1 'Od actJ..;,trr,er,n wh1di ·nv;:i:ve known rhange,. 
o '"' :ng di.iv·ng the teH pef·co wn:ch arte,;,,t tr,e 
•2.dt on,n1p racto· J_t co adJJ,tme~ts must 
oe dlso ~ti 220 tor tne some purpose An Jur-of-pe, co 
dCJu~t~en~ 1neG·~e~ 6 nange whlCh na, JC(ur•ed er will 
or .U', ,:·r :s ,pe•.teo tG o cJr ane: the tlc,e ot tne 
te-t yea: Ar ;r,cr:,a5<; n tre publ7c .;t,:·t1 taxes 
eftect· ,e artp• the test year •s a gcod examp 1e or such 
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•~n adJ~stmert Wages ano salary 1nc~eases 
~nich hav~ oe~r contractea for and which w•l 1 

taKe e1iect atte~ the te~t year must also be 
ana1yzea in tne proce~E ci calculatlors S~cn 
wage ano sa;a•y 111-:rea;e~ may not exceed to any 
large e,tert t~e ~sual consequert increase •n 
the prodvct,, 1 ty or the employer L If tr,ey do, 
~ni:h 1s geners· 1y the case 1n per:oas of ~ncon­
tr~lled ·nf1ation, then such out-of-period 
arJjusi:mert mus~ be ·re,~f<Dned w- th fo the rate 
r , :n~ p•oced~re. Tnese are matters which rr~st 
of nece;s·ty be of s~ostart 0 al concern to a /d!e 
f ·, x • ng , egi,. at:cr) agency or the government wnen 
it rnn$jaer_; a··: ,re evidence and all the factors 
ava:laD e to !r ,r a rate case 

Tne Company nas ccmp1 1ea with this Commission's pc 1cy of 
exclua•ng Gc0atron, ana contr1out1ons from its te~t year expenses 

One other c ategcry of expense merits comment. So,.:e co0sumefs, 
understandab1y, t nd ::d,ert1s1ng oy a uti1 ity wr1cn ha$ a monopc··y to 
be anomalous. We ag~ee that promot~onal advertis ng oy a ut11 :ty 1 s 
incons 1stenr W' th the : r.ec~y ::ir ,eg1, lated monopo'y :n::ofdr as such 
advert•s•ng e,pense~ wou'd be charged to tne ratepaye~ 1ather than 
being an expense J_rre ~, the owners of the ut·l •ty. est year mass 
med,a ad;eq·,·ng -::xpec,e r.curreo oy Pub'ic Ser,:-~E (,omp:l"1y was 
$7~9,862 (Starr -.n;o ~ NJ 2, page 5 cf 5). None ci rr ~ ac;e~t·s1ng 
expen"e -Nils p;::;n,or·.::noi ;n natu,e. it 1:; spe;:,t1ca';y nned that 
$15,990 -Nhlc~ w~5 2onrf·oured to tne e1ectr:c ccmpany aO•Eft· s•ng 
program wa, not n~luoed as ar op~rat1ng expen~e by tne ~ompany. Publ•c 
Ser.;,ce C.crr:pcny ~ .;d,en.·;. 1 ng cate~c•\e_; are, Wise •;,2 or Eoer 
Inst.. 1 ar.,_r, CooK!ng Schools and Se,,L:.e, Safety, Ene,~y Supp•y, t 
of Ser,•~e, En/.((;,,,-r.,:,r.~d, H~· tage :ir.d Hi to·1cal, £mp1oy~c? A: 1.,t~es 
and Comrrun•ty Sci, c&, and ,easona1 We flno all of these lotego! e5 
ot ad,en::;•qg e,pense os pr-opef ano we note that tr,c per ~.u.::t~rr.et•) 

cost of sa•~ '~, rmat·cnal cJ,e·t1~1rg a~ounts to 6 4c per month per 
elect·;~ ~,st0mer 3nd 5 8¢ per month p~r gas :ust~mer tVclvme X, 
pages 64-68 1 

RATE DE~IGN AND 
SCREAD QF ?Ht RATES 

Hc,:ng dererm'ned ~hat Puolic Service Company requ res a 
tota· g•osi increase •n 1ts •evenues of $29,695,083, ($23,099,419 fo~ 
e1ect•1- and 16,595,664 fc, gas) '' ; ne;essa•_y to spread r.he re-.er,ue 
•equ! ement arrong its rat?psyers. 

Publ Se,,,.e C,Jrr;µany, rn 1t> Advice Lener No !90 - Gas, 
proposed a 7 3% a rosi-the-b0ara gas rate increa;e fc; ail ot •ts 
cla.:,;.es of ,~u,r::.r,£:·:: wn•ch ,iou'd •n:reas2 ts revenues apprJximate·:y 
$7,598,000 arrJai,y o~ tne ba~·s. or the test year 1n Aa,1ce Ltt•e• 
No 643 - c.>,:triG, Pub:'.:. Se·; <:e Company proposed a 15.6% 
tre-occ. Cl e1en1: 1ate ,n~,cas.e fo, all of !.5 c 1a':.,e, or 
wh:;::n w0,,'tj .n•:;,ea~e t ·'bc:fl,Jt'S approx mately $27,754,000 
or tne oa;,; of ,,,e te-t _,e,v Tr,u~, the 1,Jmpany s p,0po,1::d 
gas and e ;":,t• c: increase amc,:,.r,t:, to $35,::S2,000 
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If we agreed with Public Service Company that its proposed 
gas and electric increases should be uniform, the Commission could 
order Public Service Company to file new gas rates wh1ch would be 
86.8% of those proposed ($6,595,664 divided by $7,598,000). ,Likewise, 
the Commission also could order Public Service Company to file electric 
rates which would be 83 . 2% of those proposed ($23,099,419 divided by

• $27,754,000). 

Gas Rates 

In our j~dgment, there should be a slight variation in the 
percentage increases to gas customers , The percentage increase for 
residentia l gas customers should be 6. 11%; 6. 34% for industrial and 
interruptible customers; and 6. 75% for cofTJllercial customers. In this 
way the average co;t per thousand cubic feet (Mcf) among these three 
principal classes of serv1ce wn1 be narrowed -

General i1 speaking, hardly anyone relishes the prospect of 
increased gas and e1ectric rates . However, to ignore economic reality 
today is to invite ecor,omic misery tomorrow. It ·s natural, of course, 
for a public utility and its stockholders to look with favor upon rate 
increases which wi tl enhance the financial health of the enterprise. 
rt is significant. however, to note that representatives of the Home­
builders' Association testified for the need of providing Public Service 
Cornpa~y with the financial capability to in sufe the re liability of the 
future supply of energy to meet the needs at metropol iton Denver. 
Testimony by a number of homebu i lders set forth the g,aphic relation­
ship between the MailabiJity of natural gas and the health of the 
homebuilding industry. which industry, in the metropolitan Denver 
area, is estimated to affect 105,000 persons (Volume Vlll, pages 76-78) . 
fn addition to the homebuilders , a representative of the Denver Area 
Labor Federation testif•ed, on i ts behalf, in favor of rate relief 
for Public Service Company to enable It to operate, expand, and grow. 
The Denver Area Labo~ Federation -- the cent r,il city body of the AFL­
CIO -- has affiliates whose members total approximately 50,000 persons 
in the Denver inetropolitan area and it was indicated that this was the 
first time that the Denver Area Labor Federation had endorsed a rate 
increase by a publ ic utility (Volume X, pages 41-43) . In addition, 
Local i1 1's International Brotherhood of Electrical Workers also 
endorsed the rate request for Public Service Company in view of the 
increasing costs incu~red by the Company and the nece$sity for the 
Company to remain financially stable . [f firan~:al stab ility were 
not maintained, labor problems would loom on the hor'2on (Volume VII I, 
pages 2- 4). • 

Finally, we recogn1ze that even witn the rate increases 
approved today, the percentage of effective buying income devoted to 
paying residential gas and electric otil ity bills will be less than 
i t was from 1967 to 1970, and amounts to approx•mately 2 .3% of effective 
buying income (Pub lic Service Company Exh1bit No. 18, page 101 ). 

Gas Adjustment Clause 

Public Service Company. in this proceeding, seeks to implement 
a "Gas Cost Adjustnent" tariff which is set forth in filed Original 
Sheets No. 133, 133A, 1338 and 133C. In common par-lance such a tariff 
i s yenera11Y known as a purchased gas adjustment (PGA) tariff or clause. 
As filed, Public Service Company's PGA claus~ proposes automatically, 
on Octobe r 1 of each year, to increase rates to adjust for the preceding
annual unrecovered purchased gas cost expense, or more often than 
annually, if deemed necessary. Public Service Company's proposed PGA 
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clause also proposes to adjust amounts at- times other than at the 
annual adj ustment to coincide with changes i n rates to it by its 
pip€1 ine suppl iers when increases or decreases equate to at least 
one mill ($0.001) per thousand cubic feet , As a result of the • 
frequency in automatic rate increases of the Company's pipeline
suppliers which has shown an upward trend In recent years, (Vol ume 
I I , pages 108- 1~2), we find that the inclusion of an appropriate 
PGA clause 1s warranted to avoid slippage fn increased gas iosts 
which the Company is obligated to pay and to recover . We agree 
with Witness Teall that in order to cla ri fy t he operat ion of the 
PGA clause, the words "at least" shoul d be deleted from paragraph 1. 
under the secti on headi ng "Frequency of Change," which appears on 
Original Sheet NO . 133, and that Sheet No 133A should add the 
following section: 

,; INFORMATION TO BE FILED W!TH PUBLI C 
UTILITIES COMMISSION: 

~/-i th each fi1 lng pursuant to paragraph 1. or 
paragraph 2, under ' Frequency of Change' above, the 
Company shall file in addition to the information 
delineated in sa \d paragraphs 1. and 2., such infor­
mation as wi1 1 · set forth proof of the Company's 
increased or decreased costs incurred from its 
suppli e,·s, together with such other suppo,.ting 
data or information as the Comm;ssfon may request 
from the Company . " 

Wi th t his type of a PGA tari f f, slippage-will be avoided , but at t he 
same time thi s Commiss ion wi ll be fully appr , sed or the pertinent 
information relative to all gas cost i ncreases ~,h i ch trigger opera­
tion of the Purchased Gas Adjustment clause , 

Electric - General 

. The electdc rate 1ncr·ease as proposed by Public Service 
Company of approximately 15 6% ~10u ,d be appl ied on a uniform basis to 
all block; of a11 rates and to a,1 classes · of serv ice. Such a proposal, 
however, wou ld not be cons is tent with its cost-of-serv ice study which 
dis-:.Joses that past rnequit1es ~,ould continue if applied ~n such manner. 
l t should be noted that t he cost-of-serv ice study does not take into 
account such facto rs as t ime of day when a consumer 's load occurs , 
value of service and -character of load . 

We believe that ~tes shou ld be applied by class and that 
residentia l rates should be restructured- to increase the minimum, but 
provide a smal 1er inr. rease for t he lower· than average use residential 
customer. At the same time, we have cont lnued the trend toward flattening 
the rates . ~le the refore , fi nd and conclude that• the $23,099,419 in 
electric revenues based on the t.est yea r , which we have stated should 
be allowed, may properly be der ived by restr-uctur -ing the reside.ntia1 
rates to result in an overa 11 11. 9% increase and by applying various 
percentage increases to rates fo r other classes, -wlth the exceptions 
of .water heating and area lighting. - As for water heat-ing , it shOul d 
be noted that th i s Co11111i ssiori, by Decis ion No , 79350, in Investigation 
and Suspension Docket No. 706, determined that the water heating rate 
should be the same as t he ta l l end block of resi4ent ial . With the tail 
end block of resi dential set at $0.0175 per k~1t,, and when appl led to 
water heat ing , now $0. 0146 , this will result in a Jg_gx increase for 
water heat ing . The i ncrease for area lighting would be 12.0%. 
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By applying various percentage increases to groups other than 
the resident ial, the following increases wfll occur : 

General Commerci al Lighting Service (GCL) Sheets -120-122 11 .0% 
Small Li ghttng and Power Service (SLP) Sheets 123-124 12.0% 
General Lighting and Power Serv ice (GLP) Sheet 125 14 ,0% 
Cormiercial Electric Water Heating Ser-./.ice (C\.IH) Sheet 126 19.9% 
Comrnercia1 Outdoor Area Light ing Servi ce (CAL) Sheets 128-129 12 .0% 
Gereral Secondary Power Service (GSP ) Sheets- 140- 142 15 .6% 
General Primary Power Service (GPP) Sheet 143 15.6% 
Special Pr ;mary Power Service (SPP) Sheet- 147 13 .0% 
Metal Mi ni ng and Meta1 Extracting Service (MMP) Sheet 146 13 .0% 
Irrigation on Power Service (IP) Sheets 144-145 15 .6% 
Special Contracts Sheets 160-172 · 15.6% 
st~eet Light ing Sheets 201-252 13.0% 
Other Uses Sheets 253-278 • 13.0% 

Electric - Li feline 

Today, the Commiss ion fi nds and adopts, as bei ng in the public
i nter est and consistent wi th the Public Utilities Law, the concept of 
"lifeline" pricing for mini mum electr ic service . -The term "lifeline" has 
been used with respect to mi nimum telephone service in rate . cases in 
other juri sdictions . The term also may be appropriately used with • 
respect to mi nimum electr ic servi t e.· • It should -be recognized at the 
outset that as we use tne te,..m, "1Heli ne "- service refers to level of 
use and not the economic s ituation-of the -user. Thus ,· a minimum user, 
rega ro1 ess of economic status, wil l be en titled to the lifeline rate 
whi ch we establish today . We recogn ize, of course, · that in fact many
mi nimum Vi ers are likely to-be low- i ncome-customers -whose electrical 
needs are not la rge and that the advantage of l ifeline pricing wi _ll 
accrue, general ly, to th :s- cl ass of· customers. 

Ris ing costs is one of the- (easons necess ita t ing a rate 
iric ,ease. ln turn, new plant and eqi,!pment to meet additional demand 
must be nnanc.ed at today's costs rather t han on the basis of historical 
costs . Although we are not adopt1ng a theory of Incremental cost ing and 
pc ·ic1ng, we do bel 1eve that it 1s reasonable- that m,nimum users (who 
place 1 , ttle or no demarid upon the utility system for additional plant) 
are equ i tably ent1tled to a lesser percentage rate jn~rease vis-av is 
those new or old customers whose~creased demand; requi re increasing ly 
g,eater amounts of c.apita1 construction . Sta ted another way, we believe 
the percentage t ncreases for va r!ous users should re fl ect, at least in 
part. , the re lative demands upon the system as a whole . 

fn th1s proceeding, so-called "lifeHne" proposals were 
subm i tted by Staff ~litnesses Christolear and Hager, and Public Service 
Company Witness Ranniger. • Witnesses Christolear-and · Hager proposed that 
the rate in the fHs t two blocks, (20 kwh per-month, and 60 h1h per 
month) be ma intained at the cur(ent level , i . e. ,no- increase at all 
be assigned to those two f i rst blocks. All other residential blocks 
would be increased 15.6%* (Volume X, page 126 and page i44). 

*Techni cally it was proposed that t he first block of the R-l rate be 
rounded upNard from 97 .5¢ to $1 . 
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Public Service Company Witness Ranniger presented a "soup 
bowl" alternative for "1ife1rne" service. That is, at 45 kwh per 
month the proposed increase would be 15.6%; at 80 kwh the increase 
would be 2 5%; the increase would rise to 5.5% at 100 kwh per month; 
to 13.91% at 200 kwh per month; 15.6% at 300 kwh per month; to 15.8% 
tor 411 kwh per month (411 kwh ~ average monthly usage) and to 16% 
at 500 kwh, at which point the curve would flatten through the tail 
end block which would receive a 17.9% Increase. 

We do not accept the proposal of Staff Witnesses Chrlstolear 
and Hager for no increases through 80 kwh per month blocks. Although 
the eviden<;e 1s not strictly clear, 1t seems reasonably certain that 
a $1 minimum rate does not, in fact, recover the non-energy front end 
and fixed costs (sometimes lumped together and known as "customer'' 
costs), let alone the energy costs {Volume X, page 1'27; Volume XI, 
page 25). Nor do we accept the "soup bowl" curve proposed alternatively 
by Pub11 c Service Company Witness Ranni ger On balance, we have adopted 
an approach in between the proposal submitted by Witnesses Christolear 
and Hager and that proposed by Public Service Company. Accordingly, 
we have increased the minimum monthly charge for residential service 
for R-l, R-2, UR-1 and UR-2 rates but have also increased the energy 
in the minimum block for these rates from 20 to 30 kwh. We believe 
a low user properly might be considered one who uses approximately 100 
kwh per month. In restructuring residential rates, we have established 
a rate fot 100 kwh at $3 95 per month, or a 9.92% increase; for 200 kWh 
at $6.67 per month for a 10,0% increase; and for 1,000 kwh per month 
at $28.43 or a l2.55% increase The average user is one who consumes 
appro,1mately 41 l kwh per month at a rate of $12.41 per month or an 
increase of 11.6%. These rates are applicable only to the R-1 rate 
areas which apply generally in the metropolitan areas of the state. 
For all other rate areas, a similar percentage of restructuring rates 
1s to be applied, with a tail end block for rates including water 
heating set at $0.0175 per kwh. 

Electric - E1imination of "All Electric" Residential 

Under the new rates which we approve today, the "all electric" 
resldent1al rates RH and URH are eliminated and customers heretofore 
served thereunder, will be billed pursuant to the appropriate R-1, R-2 
and R-3 rates for general overhead service and the UR-1, UR-2 and UR-3 
rates for undel"grotmd service, except that the "all electric" residential 
cus tamer w1 i l have a m n 1mum monthly b1 n based on 200 kwh usage. The 
1973 average use per customer of general "all electric" service RH was 
l ,897 kwh per month (Public Se!"vice Company Exhibit No. 44, page 1 
of 2). The increased rates for this average use will range between 
27,8 to 35,6% for usage under the new R-1, R-2 or R-3 rates. In 
1973 the average use per customer of "all electric" underground service -
URH was 2~08 kwh per month (Public Service Company Exhibit No. 44, 
page l of 2). For 2,908 kwh usage per month the "all electr;c" 
underground served customers will receive an Increase in their rates 
rang1ng from 22.7 to 28 2%. Approximately 2,500 customers will be 
affected by the e1 iminat1on of the "all electric" rates (Staff Exh1b1t 
No 6, page 3 of 3). It has been generally recognized that In the past 

-22-



a number of electric utilities, including Public Service Company, 
adopted so-ca11 ed "a 11 el ectd c" rates which, when compared to 
other residential electric rates, gave a price preference to 
those customers who agreed to use electricity exclusively for 
all space heating and applicance requirements, The preferential 
"al 1 electric" rate was basically promotional, and, although 
it may have been justified in the past, in our view it is no 
longer appropriate or justified in an era of energy shortages. 
In our judgment were the "all electric'' rates retained, coupled 
with sho~tages of natural gas, the incentive to convert to and 
construct "all electric" homes will be strong, thus placing 
increasing pressure on our electrical energy supplies in the 
future. It should also be recognized that there is no evidence 
in this record, to justify a lower rate for "all electric" service 
based upon cost-of-service studies, load factor or other factors. 
In summary, we cannot look with favor upon any special rate which 
encourages the use, rather than the conservation of energy. 

Electric - Special Contracts 

Although Staff Witness Hager proposed 20% increase for 
special contract customers, we find and agree that Public Service 
Company's proposed rate increase of 15,6% for this group of customers 
is reasonable and appropriate. 
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IX 

MOTION FOR AtTORNEYS' FEES 

On September 16, 1974, the Colorado Association of School Board, 
(CASS) filed a moti on that tt>e· Commission enter an order awarding attorneys' 
fees -to it in the amount of $500.00. In support of 1ts motion, CASS states 
tnat this Conrnission has the power. and authority to allow attorneys· fees 
to protestant!' and cites Mountain States Tele hone and Tele ra h Com an 
vs . Public. Utilit ies Cornm1ss 1on, 0 P d 945 ; Mi l er Bros . inc . , vs. 
f·u6 f 1c Ut; l it1es Co1m11ss1on, 3 Colorado Lawyer 621 (Colo., 1974) and Colorado 
Attorney Genera I 's 0p1 n1 on No. 74-0035 dated September. 3, 1·974, in support 
of the Cooimis~ion's power anrl . authority . It should be noted that the At torney 
General's 0pir,ion, supra, relates solely to the power and authority of this 
Cormiiss ion to award fees and i s completely silent as to what protestants , if 
any, are entitl ed to such fees. The awarding of attorneys ' fe~s 1s a rn.itter 
within the discretionary purview of the Corllll i ssion , 

We note that on its face CASS's motion sets forth no factual grounds 
whatever in support of its motion, and is, therefore, defective on its face . 
Thus, we are not advised, with any supporting detai l, how much time CASB's 
attorney spent in p~eparation and heari ngs; why CASB is entitled to have 
attorneys fees awarded to it whi ch would be. assessed against the general 
body of ratepayers; what results, if any, were directly attributabl e to CASB's 
pa r tic1pat1on i n this proceeding; and how any result achieved , if any, benefits 
the gener,;l body of rat epayers rather than the particularized interests of 
CASB ; t self . In view of the clear lack of any factual justification for the 
awarding of attorneys' fees to CASS, the motion wi l l be denied . The Co11JT1ission 
also wishes to state that the power and authority to award attorneys' fees, 
in any event, should be exercised in the public interest with the utmost ca r e, 
:a·,;t1on , and consideration, as any attorneys' fees awarded would ne,essarily 
h3Ve to be assessed as an operati ng expense of the utility whose rate increase 
has been protested as such. Any assessed award wi 11 have to be paid for by 
tne general bo~y of ratepayers of the utility and, accordingly , our exe r-ci,e 
of the poMer , if done at a11, must be with the public interest first and fore ­
mo.st 1,0 m1 nd , 

we note that no intervenor in this proceeding, other tnan CASB, has 
filed any mot ion fo~ attorneys' fees . 

X 

SUMMARY OF FINDINGS OF fACT 

1. The pr oper test· period in this proceeding is Apri 1 1. 1973 to 
March 31, 1974. 

2. Public' Servi ce Company 's · combined gas and e lectric rate base fo r 
the year ending March 311 1974; is• $948,758,996. 

3 .. The cur.rent capi tal structure of Public Service Company is not 
unreasonable. 

4. A fair and reasonable . return' on Public Service Company's combined 
gas and electric rate base is 8.62%. 

5. A fair rate of r eturn· to· corn111on equity of 15'.t i s fair and reason­
able, sufficient to attract· equity- capital · in today·'s market, and commensurate 
with r ates of r eturn on investments in• other industries having corresponding 
risks . 
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6. A total gross increase of retail electric revenues requ1red is 
$23,099,419. 

7. The total .gross increase· of gas revenues required is $6,595,664. 

8. To obtaip.increased gas revenues of $6,595,664, rates f6r •esi­
dential customers should be: increased 6.Jl%; industry and interruptible gas 
customers should be increased 6·.34%; and commercial customers should be 
increased 6.75%. 

9. Pub1ic Service Company's "Gas Cost Adjustment" tariff, as c. l ar If 1ed 
to provide in paragraph•1thereof ("Frequency of Change") to operate only on 
October 1 of each year, and to.provid~ for the submission of supporting data 
or information to the Commission, is reasonable, and should be approved. 

10. To obtain an additional $23,099,419 in electric revenues, resi­
dential rates should be restructured to result in an overall 11.9% increase 
w~th specific percentage increases by classes, as delineated more specifically 
above under the section headed "Rate Design and Spread of the Ra;te~". 

11. A "lifeline" rate for minimum electric service should be established 
to provjde a 9 92% increase in the first 100 kilowatt hour per month block in 
the R-1 rate zone. 

12. The "all .electric" residential rate should be abolished and the 
rate structure for. "all electric"· homes should be the same as for other 
electrical usage. 

13. Colorado Association of School Boards did not purport to, and in 
fact does not, represent the· general body of ratepayers of Public Service and 
its participation in the. proceeding herein had no m~terial effect upon the 
decision rendered today. 

CONCLUSIONS ON FINDINGS OF FACT 

Based upon an the evidence of record in this proceeding, the Commis­
sion concludes that: 

1 The existing gas and retail elect~ic rates for Public Service 
Company do not, and will not; in the foreseeable. future, produce a fair and 
reasonable rate of.return to Public· Service Company. 

2. Such rates presently:in effect are not, in the aggregate, just
and reasonable.or.adequate,· and,· based upon the test year ending March 31, 
1974, the overall revenue deficiency for Public Service Company is $29,695,083. 

3, Public Service· Company should be authorized to file new gas and 
electric rates and.tariffs that would, on the basis of the test year conct1t1on­
produce addltional'revenues· equivalent:to.the revenue deficiencies stated 
above, spread among its ratepayers in the manner set forth above under nRate 
Design and Spread of the Rates". 

4. The rates and tariffs, as ordered herein, are just and reasonab 1e 

5. A Purchase.Gas.Adjustment clause is reasonable and proper. 

6. The Colorado Association of School Board's Motion for attorneys 
fees should be denied. 

An appropriate Order will be entered. 
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0 R D E R 

THE COMMISSION ORDERS THAT: 

1. The gas tariff revisions accompanied by Advice Letter No . 190 -
Gas, filed by Public Service Company of· Colorado, be, and hereby are , 
permanently suspended . • 

2. The electric tariff revisions accompanied by Advice Letter No , 
643 - Electric, fi1ed by Public Service Company of Colorado, be, and hereby 
are, permanently suspended . 

3, Public SeniceCompany of Colorado be, and t he same hereby is, 
ordered to f i 1 e new gas rates to·. produce . $6,595,664 in increased revenues 
as more specifically set forth in· Appendix• 8 which is attached hereto, and 
made a part hereof . 

4. Public Service Company of Colorado be, and the same hereby i s, 
ordered to refile the following sheets which accompanied Advice Letter- No . 
190 - Gas, to wit: 

Colo . PUC Sheet Number Title of Sheet 

Original 
Original 

133B 
133C 

Gas Cost Adju.s tment 
Gas Cost Adjustment 

5, Public Service Company of Colorado be, and the same hereby is, 
ordered to refile Original Sheet No , 133, Gas Cost Adjustment, with the words 
"at least" de l eted from paragraph l . under "Frequency of Change". 

6. Pub i ic Ser ,i ce Company of Col orado be, and the same hereby is, 
ordered to ref i~e Original Sheet No. 133A, Gas Cost Adjustment, with the 
following added thereto: . 

"JNFORMATION TO BE F-JLEDWITH PUBLJC UTILITIES COMMISSION: 

With each filing pur·suant to paragraph 1. or paragraph 
2 under 'frequency of Change'above, the Company shall f f le, 1n 

addition to the foformat i on delineated in sa 1d parag raphs L and 
2. , such information as·will set forth proof of the Company's in­
creased or decreased: costs· incurred from its supplier s , together 
with sucn other supporting data or information as the Commission 
may request from the Company . " 

7, Public Service· Company of· Colorado be, and· the same hereby 1s, 
ordered to file electric rates·, as hereinafter ordered, to produce $23,099,419 
in i ncreased revenues. 

8. Public Service Company .of Co'lorado be·, . and the same hereby is, 
ordered to refile the following electric tariff revisions originally filed 
by Advtce Letter No . 643 - Electric: 

4th Revised 140 • • Sthedul e GSP- 1 
3rd Revised 14·1 • • Schedule GSP-2 
3rd Revised 142· Schedule GSP-3 
4th Revised 143 Schedule GPP 
4th Revised 144 Schedule IP-1 
3rd Revised 145 Schedule IP-2 
4th Revised 160 Schedule SCS-1 
3rd Revised 161 Schedule SCS-2 
5th Revised 162 Schedule SCS-3 
3rd Revised 763 Schedule SCS-4 
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4th Revised 164 Schedule SCS-5 
3rd Revised 165 Schedule SCS-6 
3rd Revised 166 Schedule SCS-7 
3rd Revised 167 Schedule SCS-8 
3rd Revised 168 Schedule SCS-9 
4th Revised 169 Schedule SCS-10 
3rd Revised 170 Schedule SCS-11 
3rd Revised 171 Schedule SCS-12 
3rd Revised 172 Schedule SCS-13 

9. Public Service Company of Colorado be, and the same hereby is, 
ordered to fi le new residential electric•rates as more specifically described 
in Appendix C which is attached hereto and made a part hereof. 

10. Public Service Company of· Colorado be , and hereby is, ordered to 
file. other new electric rates as more . specifical ly set forth in Appendix D 
which is attached hereto and incorporated herein made a part hereof. 

11 . The rates and tariffs provided for in paragraphs 1. through 10. 
shall be fi led by Public Service Company of Colorado on or before the 25th 
day after the effective date of this order, to become effective on not less 
than one (1} day's notice. Notice required hereby shall be given in the 
manner prescribed by CRS 1963, 115-3-4, as amended, with additional notice 
required only to the parties herein. The f iling of al l the new rates and 
tariffs provided for herein shall reflec t the effective date of the various 
schedules and the authority for fi l ing under this decision, 

12. The Motion filed by the Colorado Association of School Boards 
be, and the same hereby is, denied. 

13. All pend ing motions not previously ruled upon by the Commission 
or by the Order her.ei.n, be, and the same hereby are, denied. 

This Order shall be effective fo rthwith. 

DONE IN OPEN MEETING the 24th day of September, 1974. 

THE PUBLIC UTILITIES COMMISSION 
OF THE STATE OF COLORADO 

EDWIN R. LUNDBORG 

HOWARDS. BJELLAND 

Commiss1oners 

COMMISSIONER HENRY E. ZARLENGO ABSEN t 
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I&S Docket No. 868 
Decision No. 85724 
APPENDlX A 
Page l of 5 

PUBLIC SERVICE COMPANY EXHJBITS 

1. Analysi s of sources of construction funds. 

2. A 2~page exhibit showing the compari son of growth in electric and gas 
opera t mg revenues to operating expenses for each· department . 

3. A 2-page exhibit showi ng the trend of operating labor costs per kilowatt 
hour and per MCF compared to the trend in sales ot electricity and 
natural gas. 

4. An 8--page exhibit examining certain indicators of labor performance. The 
f i rst 4 pages r·elate to the electric department and the last 4 pages to 
the gas department. 

5. A 2-page exhibit shol'li ng • fo r the period 1969 through 1973 • t he cost of 
operatrng labor as a percent of total revenue . 

6. A 2-page exhibit showing the prices of commonly used electric materials 
on page 1 and gas materials on page 2. 

7. A 3•page exhibit showing the results of purchasing and holding 100 shares 
of PSC Common Stock from January 3, 1961 to June 28, 1974 . 

8. A tabulat ion of t he Consumer Price Index, with various price comparisons 
from ! 953. 1974 . 

9. A tabulation showing the impact of prior Corrmission Decisions on Revenues 
of PSC. 

10. A tabulation showing the Compensating BanK Balances of the Company and 
the resulting amount of shor t - term credit supported by those investments. 

11 . A tabul ation showing the fee , l i ne credit of PSC . 

12. The pattern of shof't-tenn borro~Iin9 dur ing the test period by PSC . 

13. Determination ot wage adjustment for twelve-month period ended March 31 ~ 
i 974 . 

14. Reported return on ColllllOn equity and the return earned excl udi ng AFDC 
for the year 1973 and company estimates of the return on Common Equi ty 
on both bases for each of the years 1974 th rough 1978 on a corporate 
bas1s. 

15. On a :onsolidated basis - the ratio of pre-tax earnings coverages of 
fixed charges for each of the years 1966 through !973 and for the 
twelve-months ended March 31, 1974 . 

16. Statement of the Capital Structure of the Company at March 31, 1974 . 

17 . Consists of 2 pages . 
F;rst page shows the Consumers Price Index as a short dashed line, the 
Index for re;iaential electric rates nationally as a long dashed l i ne 
and PSC s res i dential rates , al l from 1967 through 1973, • 
Second J:,age shows the relationship of PSC ' s residential natural gas 
rates t>ased on t he 1973 average ot 154 CCF per month. 
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I&S Docket No, 868 
Decision No. 85724 
APPENDIX A 
Page 2 of 5 

18. Chart showing the percentage of "Effective Buying Power Pir Household" 
required to pay for gas and electric service. 

19. A discounted cash flow analysis to determine what the fiar rate of 
return on Common Equity should be. 

20. An analysis of the increases in embedded costs of debt at the times of 
rate cases since 1960 and a calculation of the cost of common equity 
based upon increased debt costs. 

21. Analysis of new issue yields on Aa utility bonds and the yields that have 
been demanded by investors in PSC Corrmon Stocks. 

22, Campi lat ion of recent events or II happenings II in utility f,nanci ng to 
illustrate the difficulties presently being encountered in the market~ 
place. 

23. Total construction requirements of the Investor-owned Electric Utility
and Telephone Industries. 

24. Internal generation of construction requirements of the Investor-owned 
Electric and Telephone Utilities Industries. 

25. Assorted data from Moody"s Investors Services regarding utilities 
securities. 

26. Utilities whose bond ratings have been reduced by Moody 1 s and/or 
Standard and Poor's since 1970. 

27. Data concerning the direct offerings of electric utility common shares 
to the public since 1970. 

28. Price performance of 51 electric utility stocks since the Con Edison 
dividend omission. 

29. Flow of Funds Table describing the increases in the individual's t1n­
ancial assets in the U.S. economy since 1968. 

30. Impact of inflation on individual income since 1967. 

31. Assorted Data regarding Standard and Poor's averages of industrial and 
electric power company stocks and regarding Moody's electric power 
company average. 

32. Certain measures of growth for Public Service Company of Colorado. 

33. Additional data on electric utilities downgraded from AA/Aa to A by 
Standard and Poor's and/or Moody's in 1973 and 1974. 

34. Available returns on various instruments since 1968. 

35. An exhibit prepared by Reis &Chandler. Inc., entitled "Studies of Cobt 
of Capital and Other Data Used in Determination of Fair Rate of Return." 
dated July, 1974. 
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I&S Docket No. 868 
Decision No. 85724 
APPENDIX A 
Page 3 of 5 

36. A 9-page exhibit showing PSC's net operating earnings of the electrit 
and gas departments for the 12 months ended 11arch 31 , 1974. 

37. A 4-page exhibit - setting forth financial statements for the total 
company for the 12 months ended March 31, 1974. 
Pagel Statement of Income 
Page 2 Statement of Retained Earnings 
Pages 3 and 4 - Balance Sheet. 

38. A 5-page exhibit setting forth the Company's Net Original Cost Rate 
Base at March 31, 1974. 

39. A 5-page exhibit setting forth various calc4lations. Entitled "Determina­
tion of Electric Department Earnings Requirement with a 9.10% Gas Depart~ 
ment, 8.86% Electric Department, and 8.90% Combined Electric and Gas 
Departments Return. 

40. "Proposed Electric Rates." 

41. "Proposed Gas Rates." 

42. "Calculation of Proposed Gas Rates.'' 

43. A 2-page exhibit showing "Increase in Rate of Return vs. Rate of Return 
Under Conditions of a Uniform Increase in Rates," for the electric and 
gas departments. 

44. A 2-page exh1b1t entitled "Average Monthly Revenue Increase" for the 
electric and gas departments. 

45. A 2-page exhibit illustrating the method used to normalize gas sales. 
the change rn operating revenues due to normal i Za ti on and the corres­
ponding change in the cost of purchased gas. 

46. A 3-page exhibit showing the effect of the revenue adjustment resulting 
from the rates filed on May 24, 1974, the net operating earnings for 
the test year, and the resulting rates of return. 

47. A 28-page exh:blt entitled "Public Service Company of Colorado, Bank 
Line Commitments." 

48. A suITvnary of cost of service allocation studies for oath the gas and 
electric departments for major customer classifications for the test 
year. 

49. A 4-page exhibit detailing rates for wholesale service. 

50. An alternate residential rate proposal for the electric department. 

51. The dollar and cents effect at average uses for the various residential 
rates should the rates shown on PSC Exhibit No. 50 be adopted. 

52. "Approximate Proportion of Common Stock Equity to Total Capitalization
of Principal Electric Utilities at December 31, 1973." 
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l&S Docket No, 868 
Oeclslon No. 85724 
APPENDIX A 
Page 4 o.f 5 

STAFF EXHIBITS 

1. A 6~page exhibit developing a year-end and average year rate base for 
the Company . 

2. A 5-page exhibit developing income statements for the test year, and 
showing mass media expense. 

3. A 2Tpage exhibit developing a fair return on equity, and 
staternen t. 

4. A 4- page exhibit developing _the revenues of t he Company ' s 
el ectric departments using a coverage rati o approach. 

5. A 4~page exhibit on spread of rates by -staff . 

6. A 2-page exhi bit in respect to proposed electric revenues 

a capitalization 

gas and 

by staff. 

7. A 2-page exhibit in respect to proposed gas revenues by staff. 

ZARLENGO EXHIBITS 

1. Letter by Commissioner Zarlengo dated August 29, 1974, . addressed to 
Respondent ' s Counsel , Mr, Bryant O' Oonneli . 

2. A study containing a peak electric load projection for the year 1978. 

3. Letter by Mr. 0 'Donne 11 dated September 4, 1974 , in response to 
Commissioner Zarlengo rs letter of August 29, 1974 , 

GENERAL SERVICES ADMINISTRATION EXHIBITS 

1. A 5--page exhibi t cons i st , ng of 3 publications entitled "Financial News 
and Conrr,ent ." 

2. A document entitled ''Rate of Return earned on Average Conmon Equity , " 

3. Revenue Requ irements ot Public Service Company based on Commission 
Decis•on No. 82411, February 23. 1973. 

COLORADO ASSOCIATION OF SCHOOL BOARDS EXHIBITS 

l. A 3-year exhibit detailing Pro jected Electric Construction auring the 
years 1974 through 1978 and the estimated cost thereof, for PSC. 

2. A IO~page exhibit entitled "Authorized Revenue Ba se for Colorado Schoo, 
Districts - 1975 Budget Year. " 
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Decision No. 85724 
APPENDiX A 
Page 5 of 5 

COLORADO PUBLIC INTEREST RESEARCH GROUP EXHIBITS 

l. A 14-page exhibit detailing customer information for the electric depa(t­
ment of Public Service Company for the twelve months ended March, 1974, 
Also referred to as Attachment No. 4. • 

2. A 3-page exhibit detailing the 10 largest electric customers of Public 
Service Company based on 1973 consumption, 1972 consumption and 1971 
consumption. Also referred to as attachment No. 9. 

3. A 2-page exhibit for Public Service Company detailing monthly peak load 
capabilities for electricity and gas from 1971 through 1973. Also re-­
ferred to as Attachment No. 15. 

4. A 10, page exhibit showing by plants or plant units, as the case might 
be, the percentage of maximum output capacity, along with appropriate 
footnotes. Al so referred to as Attachment No. 16. 

J. D. MACFARLANE EXHIBITS 

l. Statement of Mr . Macfarlane. 

2. A set of four tabulations. 

SAUL PRIMACK EXHIBIT 

1. Statement of Saul Primack. 

BARBARA HOLME EXHIBIT 

1. Statistical data entitled "Sa les of Electricity by Rate Schedules (Selected 
Schedules)." 
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COLORADO P,u.c . NO , 4 GAS RATES EFFECT IVE BY THIS ORDERw 

RESIDENTIAL ANO COMMERCIAL 

Present Increase Per Block 
Sheet Number Schedu le Min imum (Includes) Percent Un1t --~---

Thi rteenth Revi sed 26 RG- 1 1.40 4 Ccf 6. 11 Ccf 
Eleventh Revi sed 27 RG-2 l .45 4 Ccf 6. 11 Ccf 
Twenti eth Rev i sed 28 RG-3 1.45 4 Ccf 6. 11 Ccf 
Fourth Rev i sed 29 RG-, 4 1.45 4 Ccf 6 .1 1 Ccf 
Nint h Revised 30 RG~S l . 75 4Ccf 6 . 11 Ccf 
Thirteenth Revised 31 RG-6 l. 75 4 Ccf 6, 11 Ccf 
Tenth Revised 32 RG-7 L80 4 Cc f 6.11 Ccf 
Fifteenth Rev ised 33 RG -8 1.45 5 Ccf 6 .11 Ccf 
Ni nth Revi sed 37 GL-1 1.95, First Two Mantles $0.62 ea. add'l. mantl e 
Ninth Revised 38 GL-2 2.20, First Two Mantles $0 .65 ea . add'l . mantle 
Sevent h Revised 39 GL-3 1.80, First Two Mantles $0 . 62 ea . add' l . mantle 

Th i rteent h Revised 51 CG-1 2.50 4 Ccf 6.75 Ccf 
Twelfth Revised 52 CG-2 2.60 4 Ccf 6.75 Ccf 

j 
Twent ieth Revised 53 CG-3 2.60 4 Ccf 6, 75 Ccf 

w Fifth Revised 54 CG-4 2.60 4 Ccf 6.75 Ccfw 
Ninth Revised 55 CG-5 2.90 4 Ccf 6.75 Ccf' Thirteenth Revised 56 CG-6 2,95 4 Ccf 6, 75 Ccf 
Twelfth Revised 57 CG-7 2.95 4 Ccf 6.75 Ccf 
Eleven th Revised 58 ICG- 1 Greater of $61.oo or Bill ng Demand 6.75 Mcf, Commodity and Demand 
Tenth Revi sed 59 ICG-2 Greater of $61 .00 or Bil l ng Demand 6 75 Mcf , Conmodity and Demand 
Fou rth Revised 59A ICG~2 Greater of $61.00 or Bi l l ng Demand 6,75 Mcf, Commodity and Demand 
Th i rteenth Revi sed 60 ICG-6 Greater of $89 .00 or Bi ll ng Demand , 6 , 75 Mcf, Commodity and Demand 
Eleventh Revi sed 61 CGL-1 1.95 , Firs t Two Mantles $0, 62 ea. add ' l . mantle 
Th i r t eenth Revi sed 62 CGL-2 2.20 , First Two Mantles $0 .65 ea . add ' l . mantle 
Thirteeh th Revised 63 CG-8 2.30 5 Ccf 6.75 Ccf 
Eleventh Rev i sed 64 ICG -8 Greater of $62 .00 or Billing Demand 6.75 Mcf, Commodity and Demand 
Eighth Revi sed 65 CGL-3 1.80, First Two Mantles $0.62 ea . add'l. mantl e 



CoITI11odity Cha rges 
Unit Cha rge
-,-

Ccf . 0001 
Therm . 0001 
Mcf 001 
MMBtu .001 

. . •. ~i· Rounding Criteri a I .. · . .-~ •' . .
Demand, Excess 1 and Minimum . ' : 

RoundedEntry 

, l O - LOO 
l. 01 - 100.00 

100. 01 - 1,000 ,00 
1,000 ,01 • 10,000.00 

1 0 .• 000 .01 ~ 100,000.00 
100,000 ,01 ~ 1,000,000. 00 

' 
$ 
,001 
.05 

1.00 
l 0.00 
50.00 

100.00 

C 

Pre'sent 
Sheet Numbers - Revis ion 

78 thr u 78E as Applicable 
?9 and 79A as Applicable 
80 and BOA as Appi icable 

( 
81 and 81A as App l ica ble 
82 thru 820 as Applicable 
83 and 83A as Appl'fcable 
84 and 84A as App l icable 
86 and 86A as Applicable 
87 A and 878 as Applicable
88 and 88A 
89 t hru 89C 
90 and 90A 
91 and 91A 

I 92 and 92Aw 
.&,, 
I 

93 and 93A 
101 
102 
103 
104 & 104A 
105 
106 & 106A 

'-

as App l icable 
as Applicable 
as Applicable 
as Applicable 
as Applicable 
as Applicable 
as Applicabl e 
as Applicable 
as Applicable 
as Applica bl e 
as Appl1cable 
as App1i cabl e 

~~hedul e 

C- l 
SS- 1 
0-l 
E:. 1 
E~2 
E-3 
E-4 
E- 6 
E-7 
F-1 
c~2 

SS-2 
0-2 
E-8 
F-2 

SCS-1 
SCS-2 
SCS-3 
SCS-4 
SCS-5 
SCS-6 

COLORADO P.u.c . NO 4 -
INDUSTR'.AL 

Base and Excess 
%Increase Unit 

6, 34 Mcf 
6,34 Mc f 
6 34 Mcf 
6 34 Mcf 
6 34 Met 
6 34 Mc f 
6. 34 Mcf 
6. 34 Mcf 
6,34 Mcf 
6. 34 Mcf 
6. 34 Mcf 
6. 34 Mcf 
6,34 Mcf 
6 .34 Mcf 
6. 34 Mcf 
6. 34 Mcf 
6, 34 Mcf 
6. 34 Mcf 
6. 34 Mcf 
6. 34 Mcf 
6, 34 Mcf 

\~here t he entry block provides for multiple units of volume that block rate shall be increased 6. 34% , . 

GAS~ RATES EFFECTIVE BY THIS ORDER 
AND INTERRUPTIBLE 

Min1mum 
On Peak/Mcf-i-- Ae!:_.:Oc!. 

$ 
Nov Nar-

$ 
13 , 35 55 45 5 55 
2L95 
21. 95 288 . 00 
2L95 
23 ,30 
23 . 30 
23 . 30 
54 . 55 
23,30 
21 , 95 
13 ,45 56 .00 5. 60 
22 ,20 
22 .20 280.00 
22 .20 
22 . 20 

21.95 

22 . 20 

Annual 
M,nimum
-·-$-

l ,ll O .00 

3,330 .00 
1,660.00 
l ,660 .00 
1,660 , 00 

554 . 50 
1,660. 00 

55,400.00 

1,120.00 

3,360.00 
112,000 00 

55,400.00 
22,200 ,00 

3,880.00 
112 .ooo.oo 

https://3,880.00
https://55,400.00
https://3,360.00
https://1,120.00
https://55,400.00
https://1,660.00
https://INDUSTR'.AL
https://100,000.00
https://10,000.00


I&S Docket No . 868 
Decision 85724 
APPENDIX C 
Page 1 of 2 

RESIDENTIAL 

Existing Allowed In This Order by Commi ss 1 on 

PUC #5-Electric Blocks Rate Per KWH Bl ocks Rate Per K~IH 
Sheet No , &Schedule KWH/Month or Minilll.Jm KWH/Month or Minimum % Increase 

101 
Res 1den ti a1 R-1 1st 20 $ 0.975 Min 1st 30 $ 1 . 50 Min 

Next 60 .0367 Next 70 "035 
Next 920 .0240 Next 900 "0272 
Over 1000 .0156 Over 1000 .0175 

102 
Residential R-2 1st 20 $ 1.22 Min 1st 30 $ 1 .80 Min 

Next 60 .0425 Next 70 .041 
Nex t 920 .0257 Next 900 ,029 
Over 1000 .0156 Over 1000 ,0175 

103 
Residential R-3 1st 32 $ 2.05 Min 1st 30 $ 2. l O Min 

Next 48 .0435 Next 70 .042 
Next 920 .0257 Next 900 .029 
Over l 000 .0156 Ove r 1000 .0175 

107 
Residen t ial RH 

R- 1 Area 200 $ 5,95 Min $ 6.67 Min 12 . I0 
R-2 Area 200 5,95 Min 7. 57 Min 27 . 23 
R-3 Area 200 5.95 Min 7.94 Mi n 33. 45 

Applicable Residential 
Energy Rate, If for 
purposes of accounting 
and use control, 
company may fi le a 
separate sheet for 
each rate area . 

109 
Res1dential Water Heati ng All $ 0.0146 All $ 0.0175 19. 86 
RWH . Company may, at its 
option,bill at this rate at 
tail of app l icable area rate 
bill by suitable language in 
area tariff . 

111 
Resi dential Area Lighting RAL. 12. 0 
Round monthly cha rge to near­
est cent , 

-35-
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I&S Docket No. 868 
Decision 85724 
AP PENDIX C 
Page 2 of 2 

RESIDENTIAL 

Existing Allowed In This Order by Commission 

PUC #5- El ectri c Blocks Rate Per KWH Blocks Rate Per KWH 
Sheet No . &Schedule KWH/Month or Min i mum KWH/Month or Minimum % Increase 

104 
Residential UR-1 1st 20 $ 1 .61 Min 1st 30 $ 2. 10 Min 

Next 60 .0464 Next 70 .045 
Next 920 .0257 Next 900 .029 
Over 1000 ,0156 Over 1000 .0175 

l05 
Resident ial UR - 2 1s t 20 $ 1.85 Min 1st 30 $ 2.40 Mi n 

Nex t 60 .0523 Next 70 .051 
Next 920 .0277 Next 900 .031 
Over 1000 .0156 Over 1000 .0175 

106 
Resident ial UR-3 1st 32 $ 2.78 Min 1st 30 $ 2.70 Min 

Next 48 .0532 Next 70 .052 
Next 920 .0277 Next 900 .031 
Over 1000 .0156 Over 1000 .0175 

108 
Residential URH 

R-1 Area 
R-2 Area 

200 
200 

$ 8 ,39 Min 
8,39 Min 

$ 8. 15 Min 
9.07 Min 

(2 .86) 
8 .10 

R-3 Area 200 8.39 Min 9 . 44 Mi n 12 . 51 

App li cable Residential 
Energy Rate. If for 
purposes of accounting 
and use control , compa riy 
may t 1 le a separate 
sheet for each rate area. 
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I&S Docket No. 868 
Decision No. 25724 
APPENDIX D 
Pagel of 2 

ALL RATES NOT COVERED IN 
APPENDIX C 

Colo. PUC #5-Electric Increase in% Over 
Current Rates Current Rates Allowed in 

Sheet No. Title of Sheet 
this Order by Corrmission. 
Round as in Filed Rates. 

3rd Revised 120 Schedule GCL-1 11-0 
3rd Revised 121 Schedule GCL-2 11. 0 
3rd Revised 122 Schedule GCL-3 11.0 
2nd Revised 123 Schedule SLP-1 12.0 
2nd Revised 124 Schedule SLP-2 12 .0 
2nd Revised 125 Schedule GLP 14.0 
2nd Revised 126 Schedule CWH 19.9 
2nd Revised 128 Schedule CAL- I 12. 0 
2nd Revised 129 Schedule CAL-2 12. 0 
2nd Revised 146 Schedule MMP 13.0 
2nd Revised 147 Schedule SPP 13.0 
1st Revised 201 Schedule SL 13.0 
1st Revised 201A Schedule SL 13.0 
1st Revised 2018 Schedule SL 13.0 
1st Revised 201C Schedule SL 13.0 
1st Revised 201D Schedule SL 13.0 
2nd Revised 209 Schedule SL 13.0 
1st Revised 210 Schedule SL 13.0 
3rd Revised 211 Schedule SL 13.0 
1st Revised 211A Schedule SL 13 .0 
2nd Revised 212 Schedule SL 13 .0 
1st Revised 213 Schedule SL 13 .o 
2nd Revised 214 Schedule SL 13.0 
1st Revised 215 Schedule SL 13 .0 
2nd Revised 216 Schedule SL 13 .o 
2nd Revised 217 Schedule SL 13. 0 
1st Revised 218 Schedule SL 13.0 
3rd Revised 219 Schedule SL 13 .o 
l st Revised 220 Schedule SL 13.0 
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l&S Docket No. 868 
Decis i on No. · 85724 
APPENDIX D i 

Page 2 of 2 

ALL RATES NOT COVERED 
APPENDIX C 

Colo. PUC #5 Electric 
Current Rates 

Sheet No . • 

ls t Revised 221 
1st Revised 222 
1st Revised 223 
2nd Revised 224 
1st Revised 225 
2nd Revised 226 
1st Revised 227 
1st Revised 228 
Original 229 
2nd Revised 229A 

·or·iginal : 230 
2nd Revised 230A 
2nd Revised 231 
1st Revised 232 
1st Revised 233 
1st Revised 233A 
1st Revised 234 
1st Revised 235 
1st Revised 236 
1st Revised 237 
1st Rev i sed 250 
1st Revised 251 
1st Revised 252 
2nd Revised 253 
2nd Revised 254 
2nd Revised 255 
2nd Revised 256 
2nd Revised 257 
2nd Revi sed 258 
2nd Revised 259 
2nd Revised 260 
2nd Revised 26 1 
2nd Revised 262 
3rd Revised 270 
5th Revised 271 
3rd Revised 272 
3rd Revised 273 
1st Revised 275 
1st Revised 276 
2nd Revised 277 
1st Revised 278 

Title of Sheet 

Schedule SL 
Schedule SL 
Schedule SL 
Schedule SL 
Schedul e SL 
Schedu le SL 
Schedule SL 
Schedule SL 
Schedule SL 
Schedu 1e SL 
Schedule SL 
Schedule SL 
Schedu le SL 
Schedule SSL 
Schedule SSL 
Schedule SSL 
Schedule SL 
Schedule SL 
Schedule SL 
Sched ule SL 
Schedule SLU- 1 
Schedule SLU -2 
Schedu le SLU-3 
Schedule MBS-l 
Schedule MBS -2 
Schedu le SPL -1 
Schedul e SPL-2 
Schedul e MBS-3 
Schedu le MBS -4 
Schedule MBL-1 
Schedu le MSL-2 
Schedule MBL-3 
Schedule MBL-4 
Schedule MP- l 
Schedu le MP-2 
Schedule MP-3 
Schedul e MP-4 
Schedule TSL 
Schedule HSL 
Schedu le SC 
Schedu le AR~/ 

IN 

Increase in %Ove r 
Current Rates Al 10\~ed in 
this Order by -Commi ssion. 
Round as in Filed Rates. 

13 .0 
13 .0 
l 3. 0 
13 .0 
13.0 
13. 0 
13. 0 
1 3 . 0 
13 .0 
13. 0 
13 .0 
13. 0 
13. 0 
13.0 
13. 0 
13. 0 
13.0 
13 . 0 
13. 0 
13. 0 
13 .0 
13.0 
13. 0 
13 .0 
13.0 
13. 0 
13 .0 
13.0 
13.0 
13. 0 
13. 0 
13. 0 
13 .0 
13.0 
13.0 
13 .0 
13 . 0 
13.0 
13.0 
13 . 0 
13.0 
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BEFORE THE PUBLIC UTILITIES COMMISSION 
OF THE STATE OF COLORADO 

* * 

IN THE MATTER OF RATES AND CHARGES) INVESTIGATION AND SUSPENSION 
FILED BY PUBLIC SERVICE COMPANY ) DOCKET NO . 868 
OF COLORADO UNDER ADVICE LETTER )
NO . 190 - GAS AND UNDER ADViCE ) ERRATA NOTICE 
LETTER NO. 643 ~ ELECTRIC . ) 

October 7, 1974 

Decision No. 85724 

DEC ISION AND ORDER OF THE 
COMMISSION ESTABLISHING NEW 

RATES AND TARIFFS 

(Issued September 24 , 1974) 

fej.~_J: Under " Appearances" change the ·word "Respondentu to 
"Public Service Company". 

~ Change the second 1ine in appearances concerning 
Archi e Cal vares1 i Denver , Cofo rado , from 11 f or11 the Co l orado Motel 
Association to ''of" the Colorado t1otel Associati on . 

P,age_l; Under Paragraph No. 3, (2) change the word "Respon­
dent ' s" to npublic Service Company cs" . 

Under Paragraph No . 3, No . (4) change the word " Respondent ' s" 
to "Public Servi ce Company ' s". 

Under Paragraph No . 3, No . (6) change the word "Respondent ' s" 
to ''Public Serv1ce Company =s'' . 

P~ : Change the typographi ca1 erro·r in Paragraph No . 2, 
1ine l , from ' parit~es,; to partfos" . 

. e}Jie ~ ~ Ch~nge the typographical error in line 4 from 
"compr1ese" to ' comprise" . 

Pag_e ~: Change the word ''rate~making" in the first 1ine of 
Paragraph No . 3 to " rate making'' . Also ~ i n Paragraph No . 3, 1ine 2, 
change the v1ord nratemaking" to '' rate making" . 

Pa~e 10; Change the figure in li ne 2 of Paragraph No . 1. from 
"$ 5'16,278 , H,2~ 6· '1$156 . 278 ,162" . 

Change the word ''or'1 in Paragraph No. 2. 1 i ne 3~ to "of'' . 


