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8Y ltfE CCMMTSSI OH : 

..HISTORY OF THE PROC£tpl'N6S 

On November 18, 198l. Publ 1e Sarvice .COIJll)any of Colorado 

(beninaf~r Put111c: Ser-,1c~ OI" AH0ondent. or COIIIDaftY') fi l ed witl'I t l'le 

c.ission six advice. letters. which pertain to electric rates, gas 

r"aUS. and rtNor r.a.tas. resoeet'ively. This decisi on and_orde,.. pel"'tai ns 

only to t!ll"ff of th•· s1x advice letters which u•tt as fol l aws: 1 

l. Adv1c• l.rttar- No. 900 - tle<tric, ..iti cl'r 1s acc.onlP,anied 
by on~ tan" S"hfft pertaining- to eo1o·nd0 .ilut NCI. 6-. £1~ric. 

z. Advice Lett.al"' No. 375 . - 6as. wl!icn 1 s ac:ccmoan1ed 
by one tariff shfft pertaining to Colorado PUC NCI. S - &a$. 

3. Advice Latter No. 33 - Steaa. which 1 s ac:cQIIIPan1ed by 
one tariff shftt perta1n1nq- to Colorado PUC No. 1 - StUIII. 

n. 1nc:ruses s~ by Publ1e Sel"'V1ce ar,, as Follows : 

TAlso on- November 18. 1983'. Puh11~ Stl"Yice f11td Adv i c:• Lettar- No. 
899-£1ertnc wherein 1t requestect a 3.47 pereent .ac:r-oss-t.'le-boal"d 
1ncrttse ill el ectrti: ntas~ Advict- Lettel" Ho. 374-&ls wherein ft 
r"'tCIUffted a ,.78 P•~atte ac1"Ms.-t21e-oo.al"'d 1nc:nase 11t gas rates and 
Adv:1ca 1.etta1-11o. 32-Stea \lllere1n 1t nques%14 a ls.a p.erc.nt 
acl"OSs-the-ooard 1nc:rus.. 1n suu- ratu. The combined effect of tiles~ 
till"'N a.dvic:a ltttt" 1s to produce, an 1nc:nue 1n annual 1"9venues of 
$43.0 s1ll1on ~std uposr a tast year ended March 31, 1983. Public: 
Semce SUUd. tnat CH 'the ta.r'tffs filed puMuant to Advice- Letun No. 
899-£1Ktr1c, No. l74-Gas and No. 32-Staut. would pr-oduce one-half of a 
81111Jc• whole• case.{%) accordingly. tn•~ was no basis undel" tile Publ ic 
Ut1ti't1es Law. as amended. for- suspens1orr of t11e tar11'fs f1lec1 there>..,1til, 
anti (3) t:le tariffs should b., permitt~ to become effecti ve on a lO-day 
statlrtory ·notice. that l s on Qecember-18. 1983. The,. $43 aril11on filing. 
as 1"'9qUest!tl by. Pub11c: S.,,V1ce undel"' Advice Letter No. 899-£1Ktr1c. 
M!vic• Letter- Ho. l14-6as and Adv-Ice Lettar- No. 32-S:taam is not in 
add1t1on _to tne $1?3,Z aril l iorr f1 11ng ~r,senUd tiy. Advice Letter Ho . 
900-£1.«rk. Advice, tatter No . 3.75-&ls. Advice Lett:er- 14o. 33-Staui; 
n-tner- Puo11c: Service sougbt to obtain $43 art111on o•f tile $.123. 2 aril1 1on 
on Oec:ember 18, 1983 w1t11011t susoenslon. Pub1 1~ Service- futtl'ler ·statid 
t!lat ff tn• $43 art1 H cm Fi11ng were- petmitt-4 to bec:cai. effective witilout 
suspensi on, it would as~ the burden of pri:iof not only wi•t!I resoect to 
t:le aggregau $123.2 arill1on concurnnt filing. but also with resoect to 
the S43 art 111on f i ling Fol" which 1t sought non-iuspenston, and Public 
Service ful"'"tl'ler stated t:lat 1f tile "venue 1nc:ntase which 1s 11l ttmtal y 
approved ts 1es s tilan S43 ar1111on, Publ fc S.rviee wc,u 1ct ag1"H to refund 
t:,e dHfe~nca· vol wrtar11y 1n order to el i111i nate an~• c;uest1 on 1"'9iard1ng 
t:le Comtssion•s aut:ior'tty to ordel"' tt.. Tbe tariffs, f11ec1 by Pw>H c: 
Sel"'V1a on November 18, 19n ~nuant 'tO Advice Lett:al"S No_ 899-tlectric, 
374-6as. and 32-Staam. rHpec-ti vel y, went i nto ef fec:t by opent1on of la..,. 
on December- 18, 1983 wit.bout suspensi on . 

https://p.erc.nt


~nions (S) lnereen (~) lnereue 

nee-..ri e S ~S,400,000 12.47: 

&as 26,400,000 4.m 

Steam 1 .400.000 ~ 
iota1 S,·23. 200 z000 g.2~ 

liith res?eCt to 'the ffiinp of Advi~ J.ttter Ho. gog • 

£1ect:-ic, .Advice l.et-~ No. 375 - ;u, and Advice Le1=ter Mo. l3 - Steam, 

~Llb1ie Service ,:equesud ~t 1:he tomlrission Jl"ll!Pt1y SU$J)end the same 

on1y tor the ilri:tia1• 120 day .suspension period -pro'fi1jed i11 CRS 1973, 

-40-o.i,1, and enat>Hsh e ~, sdle<w1e ..nth e view uward 

comencing neal"ir,gs in Febrta!')'. 1984. Putilfc Servic:e rtated 'thrt 1t 
. . . 

wou1c ff1e and serve its di~ evidence in ~rt t>f its ~ .within. . . 
•en d•~ of -the exi>ira:ion of 'the ~ocl utab1ished for 1JTtel"ftnti-on. 

~ -in the ~. ~Ht -Serv1:t nas su~! 'that the 1"t'lemlt 

-requirellleJIU and ~ne design -phases f1f he&r1,igs ·" ~l?ffued 1~ two 

separa-te phases, 'that tht re•enue iflCl"USU ru1,ilt'f1151 -fnlll u order in 

Phue l t,e l110lftd tD be=m •ffecti•t ii;,on "'ttle =mp11etion f1'f J>taue l and 

that tht Phase ll _Jn"OCl!edi119 .be -held ~in inte~i,eu -rr..e .J:iase and 

~e a11ocations anc nu deSign lll't'ters cou1cl .l>e adclrused. Fina1 

rate desigm .and &t""".endan"t ctw-.9U -wou1cl "then_ rep1acti ~ rHJ)eC't'ive 

pe~n-...as,e inei-eue rider$ T"eSUhing f1"CIII J>hue l. 

Tht Coamrissi on has determi. ned -that the J)M)et!dura1 Dethodo1o_gy 

p~vi~s1y used in Investiga~on and ~spension llocb,t )lo. 1425 (W 

14-25 ) and"lnvut"igation and Sus))e1Uion llocut ~. 1S4!5 (US 1525) -W0&11d 

be .used .with rtga!'11 -= -:ht :uT'T'!ert genen1 rate cut. Tort is, -J>y "this 

del:ision, 'the Ccm:ission i's e~..vins the Phese l nvemue nc;irlnments 

Ol"Ciel" wtric:n is l>eins designated as t fina1 O\"del" sl.lbji~ 'to Ccalllrfssion 

nview ~n reconsideri-:ion. 'l"U~~ en- ~al"ing for judicia1 Peview 

~ses i n a:=rii•nct with CRS 40-6-11~ &11d 40+11:i, respern-,e1y. Tne 

i n:reue i n ~ub1i c Se!"Yi :e ' s ~venue ~t!lli rmen~ fow.1d to be appropriate 
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w111 be spread on- a unifor:11 pereentage basis to tl'le various classes of 

ser-ric~ pending r-eso1ution of any rau design issues. 

Pub11c Servic'e proposed using a nistor1c t.est year ending March 

31, 1983. The Comnission has accltl)ted this test year in tl'lis docket. 

On December- 6, 1983, the Comission ent.en!d De1:ision No. C!3-1S16 

wtleM!1n 1t sat the tar1ff re¥is1ons f1led. by Pu.b11c Service with ~spect 

to its Advice Letters Ho. 900..£1 ectl"'1e-, No. 375-4aas, and -:.o. 33-Steam for 

hear1ng to ccnnenc• on- January 14, 1984 and established Investtgation and 

Suspen~ion Docket No. 1640 (I&S 1640).. . 

Pursuant to th• provisions of ClS 40-i-lll(l), the effective 

data of the tar1f'Fs filed ..,it.'! the above-mentioned advice letters by 

Public Servica was suspended: until Aor11 16, 1984, o,-. until ful"'ther- ol"der­

of the COllllll.ission. By Decision No. CS4-429, dated April 10. 1984, the 

Commission ful"'ther- suspend.ed the effectiv• date of these saa ·tariffs 

until July lS, 1984, o,-. until further- order of the C0111111ssion. 

Alsa by Decision- No. CS3-1811i, the e.::iantssion determined that 

the- pr-oaedings vou1d be conducted: 1ir two i,h.ases: Phase I would. i:onsider­

the MWenue requirement OT the Company and ?!'las• II would· consider- the 

api,ropr1ate spread of the rates. This- decision furtner- i,rov1d.ed that 

anyone- desir1ng: to 1nter-,ene- as & !)arty would tut required to file- an 

appropr-1at~ pleaa.1ng ""1th the- Commission on or- befort December- 19. 1983, 

and serve a copy thereof on PUl)Tfc Service- or- its attorney of r-ecol"d. 

d1l"Kt test1mcny and exhibits of J. N~ Bumi:,us., R. it.. 141dvin~r".. and J. IL 

The following pal"ttes moved. to 1ntarvene· and by executive 

N1ings or- benclt decisions of the CClllllrlssion weM! granted status ti) 

pal"ticfpate as 1irtervenor-s: 

ACllRH C1ty of Westminst.er 
City of Aurora Cr&I Steel Cor,oration (CF&I)) 
C1ty of Brighton Federal Execut1ve Agencies (F£A) 
City OT Boulder- Metropolitan Organization 
C1ty- of CQlll\1f!!"et: City for ~ple {MOP) 
C1'ty and Coun'ty of Oenver­ E'.dwal"d Sisneros 
C1'ty of Littleton Staff of the Commission {Staff} 
{Hereinafter collectively Union 011 of California 

Cities) United Seniors of Metropolitan 
Denver-
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Public testi=,ny was ~eeived by the Comission !t thi! fo1iowing 

~imes and p1aces: 

Denvel"', Co1orado, rebruary s, 1984 zt 12:00 Noon and 7:00 P.M. 

Puebio, toiO'raclo, febni.ary 9, 1984, at 11:00 A..·M. 

Fort Co11ins, Coioradc, February 10, 1984, at 11:00 A..M. 

Aiurosa, Coiorado, Febl"W!ry n,,. 1984, at i:00 P.K. 

'Ourangc, Coionado. rerary n. 1984, at 1:00 P.M. 

&rand .;Junc:'tion, Coioraclo, Febnsary n, 1984, -at 11:00 A..M. . . 
SteamboU Si:,l"'im,:s, Colorado, Feb!"Wry 23, 1984, rt., :00 P.K. 

The sUlllllllr-;v: cf dinu:t 'terttmony and 'the CT"Oss-uurinrtion cf 

f>ubHc: Se~ice .W'itnesses ccmenced on January 25, 1984 .and continued on 

January 2&, .January 31 and February.2., is84. 

On February 15, 1984, 'the .written dinc:'t 1:eS'tilllOny and .exhibits 

cf 'the fo11owing ·membel"'S :of :the "'tht -staff cf 'tl'le .c.ormrtssion wen fitt:CI: 

Robert L. Ekiand ·e.l"'ic: ~- Jor,en.sen 
-Wi1Hu -A. Stftit .lemes ti. -Sumners 
Dianrie .1.. -Wells Wll'Tetl l.. Wendl in; 

On February 1.s: i.984, 'the .wn'ttetl di~ 1:ertia>ny and -miilrtts. 

,of Matityahu Mai-::us, Mi:nae1 l>. D1neie1", -and Jemstled t. Madan .wel"'t -f1'li!d 

on behaif of Cities. 

On. Febnary 15, 1984, 'the di'l"ec:'t 'testimc:my and wit,1ts cf 

Robert L.. ·Marshal1 and &eo"Vt J. Stointtz was fHed on l>ehai-f J:rf -:the ru.. 
On Man:h &, '1, s, 9, and 13, 1984, ~ Co!Jllr1ssion hea1"d 'the 

su111111u·y of c!inc:t "'testimony .and eniss-«xaminrticm .cf ~i'i .vl-tnesses .who 

nad filed 'testimony cm .beneif cf 'the S1:aff, Ol"' ;r,ar-ey i:rtervencn. 

on Mtn:h 14, 1.5, and i&, 1984 the l:mlmissicn bH1"d muttai 

us-:imony l:>y Put>iic: Sel"'Vice .w-ttnesses, R.. t. teny, 'l. l. Midirt:rtel"', J. 

H. Rannitel"', J. N. lum:>us, D.». !tock, and D. C. kut1". lln Ma!"'Ch 16, 

1984, 'the ti.ties "11-ed 1.s tn.il"' ruut:::ai W'itnesses, .lemshed ,. Malian and 

Miehu1 D. tt'i nDeal". 



The. l'lear1ngs ,;,,1tn respec't to Phase ! of Docket i 640 wen 

concluded on Man:!l 16. 1984 and the ma-c-..ar- was taken ander advisement by 

t.'te Com1ssion. 2 

On or- befon Maren 26. 1984, the Fol1owing ~al"t1es sucmi~ 

past-ne.tr1ng s-..ata111ents of position: 

FtA 
Cities 
Staff of the C4mission 
Public: S.rvtc:e 
Edti4rcl Sisnel"Os 

Th• FtA filed Pl"OPOSed findings
. 
of' Pact ~t:t its Statameltt of. 

Position. 

Reply Statements of Position were- f'11ed on or before Ap~1 2~ 

1984. by th• fot1ovtns: 

FtA 
Cities 
Public: S.rvic:e 
Edward. Sisneros 

Olt Apl"'i1 13. 1984. ttle C.ities filed. a- •Motion to Str1te• 

d1rte'ttld to- a: certain· portion of th.•· ll~ly Statament of Position 

sld:lll'ltt.ed by Public: S.rv1c:e. an Apr11 lT, 1984. Plmlie- S.rvic:• filed a 

Respons.e- to the· Cities' Motion to Strike wner-ein 1t i-equestad the 

C4mission enter an Ql"de~ denyi"' same- 1lt all l"U~S othel" than 

str1kinq any r,fel'ftce 1ir Tables 1. a and 3. wnidl contain Ctiallrtssion 

decisions not r"tfl~ .on Exhibit Ho. 18. As nereinaftel" ordered. the 

Cities' Motion to Stl'ike ..rt1l be granted 1n part and denied. in part. The 

Comartssion ..rtll ttl"'ike- a.ny r1ference, in Tables.,. Z and 3 attadled to the 

bply lr1ef of Public: Servic:e.wnic:b c:ont:a1ns Ccmission dec:is1ons not 

reflected in Exhibit Ho. 18. And, in acc:ordance with the C1t1es' 

alternative request 1n its Motion. the C4amiss1on will take official 

~otice of the decision of the New Jeney Boal"d of Publi~ Utilities in the 

Zrt is to l:le- noted that the tcm:nission ertabtishe11 seYer-al so~ific: 
motion day-s for- trie pul"Jlcse. of hearing lllOtions 1"'!1ating to discovery, 
et:. "'1:ltion day hearings we!"'! held l:lefor"! a hear.ng examiner-_ of the 
C.oll1lliss1on. 
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?@1ic Service tiee-::rie and Gas Colll!)any c~se (Ooeket No. &37-520, 

Position. 

Phase I-!'!'in!1 De~i~ion and Ol"der. 

As indielrted atiove, 'the t0111t11ission in i-ts l)ecision Ho. m-isi,. 

issued December 6, 1983, suted i'ts intention -to hear t>u.t>He Service's 

rate -reQuest in two pnues, t l)rae'tiee empioyed by 'tile tommissirm in 

previous doetrts. In InYU'ti~ion and Suspension l>ocket Ho. 1330 

(bel"einaf'l:er !&S 1330): at 'the c:one1itsion of ~se I, "the l:.caais~ion 

'issued »e:ision No. t79-1821 .on Novemt>er 21, 1979, u l:lec:0111e effective 

Novtllll:ler 23, 15'9, whenin 1t e~4:abHshed ·the Phase I """"' reciuiM!lllerrt 

and _aU't:hol"'i:zed Public Se1•vh::e 1:0 f11e interim ntes. on .a .unifol"II 

.pe!"'Centa9e 1>&si.s. 1:0 l:le •ffec:tive -no urHer than -November 26, 19'79, 

-;,ending ttie tcmission•.s !leeision in Phase n in that no:trt. 'The 

suspertsion l)e!"'iod i1I 1:&S 1330 -extended amti1 htri'2ary 15, 1980; the 

. tommission issuu tt:s -finai oner in l&S 1330 .on January 22.. ino. 

ln 'the next generai nte :ase -foilDWiTIV l&S 1330, -nue1y, l&S 

14?5, the tommission l"eC:09fti%ed 'that i't .would not be passib'le in 'tba1: 

doc:te-t t.o conch1cle ttie heal"in!JS in the Phase 11 SPl"Ud of 'the n'te.s 

aspee-ts and enter a decision brion 'the u;iir-ation of the suspertSion 

period in I&S 1,zs on January i. 198i. A:eol"ding1y, .imHte its 't'rea'l:llll!rrt 

in U.S 1330, 'tile Commission in I&S '425 in ~se I authOl"ized hbHe . . 
Service it,• p1aee into effect fina1 rrtes rather 'than mteri111 ntu. 

rim.1 Phtse ! nus wel"e altthol"'ized by Decision Ne. C!0-234£ .on .h:eai>er 

12. uao in I&S 1425. A::oMSin;1y, the ·Phase l revenue requir-ement 

decision in I&S 1425 wt.s considered fine1 •nd it was so designated for 

'the i,urpases of the_ i,roeedura.1 ;,l"'Cvisions of CRS 40-6-1l4 and 40-6-nS. 

ln- I&S 1S2S we decided t.o fo1iow 'the saa blsi: i,l"OC:eciun 'that 

was first adopi:ed in I&S 1425 and this ·;,l"'QUdUl"'t w'i11 also be used in l&S 

,~. That is. in 'this Phase l de:ision we sna11 ar..noM::i:e ?ut>He 

Se!"Vice 't0 piaee inn ei'f.ect n't! ride!"S which w'i11 en&b'le Pu.blie Service 

·-to li!ve the oooo!""tUni'ty "tg .meet its l"'tvenue reguirement. The rate 1"'iders 



shall be final for pur,oses of tbe procedural provisions of CRS 40~114 

and ~11S. A1thougtr the rata r'ider-1 as-·au-ehor'i:z:!d fn this dectsion 

ant designated as final r-ata r1den subje« to tne procedural pri:,visions 

of the PU.blie Utilities Law. a por-eion of the r-evenue generated by the 

nta l"iders 1s sU.bje<:t to i,ossib1e r-afund as r-asult of motions for 

nnear1nq. i-econs1derat1on or- r-aa~ument. 

Pl"Ccedural ctatrts wi'th .ns;:1e,ct to Phase II u, sat for-th 1n tbe 

order1nq por-e1on o'f this decision. During Phase- I. the Commission and 

tha part1es 1nfonna11y d1scussed and tantatively agl"ffd uoon·p.rocedural 

ctatas with ntsl)K't to Phase- II. SU.bsequently, on May 18. 1984. t."le 

Collllrtssioners raceived a 1e1:ter fr"Ollt the Attorney General of Colorado 

r-equest1nq that the Pl'lasa- tl procedural schedule be i,ost;ioned by at least 

30 days in order to enal:lle the Off1ee of Consumer Counsel (whieh will 

come 1nto eximnc:e· on July 1. 1984 as a result of Senate 8111 181) to 

have ti• to pr-epare for- part1c1pat1on irr Phase II of I&S 1640. The 

ol"1g1naJ1y proposed sdledule whidt called for-- Pub11e Ser-vice to ffle· its 

Phase II cau oit July 16, 1984 v1rtua.11y wou1ci mah the par"tic1;:1at1on of­

the- Offic• of C4ftsumer Counsel illll)osstble in Pta~sa I!. The Commission 

agT'ffs that the At-..or-ney atneral's r9quest is reasonable and prooer-, and. 

accol'dinqly> the P?lasa- II scheduJe.• as established by the Order- nen1n, 

will be- delayed for- asipr-ox1ma.tely six weeks with the first procedural 

data (that is. when Pul:!lic Ser-v1ce files its Phase II case) postponed to 

August 27 .. 1984. The. sequence of subsequent procedural dates basically· 

wi11 follow the· same fnmeworx as •.as informally agreed upon e,11•11er by 

the Commiss~on and ~~ parties; the dat.es will be delayed by 

appr-oximatrtly six weeks. 

Submission 

This ma'tter has been submitted to tne Ccmiss1on for- deeis1oq. 

Pur-suant to the pr-ovisions of the Color-ado Suns~ine Act of 1972. C.R.S. 

24-5-401, ,tt ~.• and. Rule 32 of the Commission's Rules of Practice and 

Pl"Ocedur-t, the subj~t matter- of t.'lis procHding !las been placed on the 

agenda for an open meeting of the Colll'llission.· At the open meeting on May 

22, 1984, the Decision •..as entered by the Commission. 



I! 

DESC~l?T!OW Or THE COMPA.llY 

Pu.t>Hc Service is•the 1al"'9E!st pu.t>1ie utiHty 0;>er1ting within 

the St.ate of Ctlloradc which is engaged in the generation. tl"ansmission. 

d'irtl"ibll"tion and sa1e of e1ectricit)' ancl the ;mmue. di..rtri~on and 

sait of natura,. gu tc va!"i.0113 ar·eas of the ·st.att of to1oradc. Pub1ic 

Sem-ic:e is the nSt.11t of the merger and acquisition of man,y gu and 

e1e=tnc =mpam-es dltin; back tc the or-gani:ation 0f the !>enYer SU 

~ri.Y in _1Sc!1. 'The l',ll"eSent. entity was 1ncorp01"J1'ted under Co1ondo law 

on Se;,~r 3, 1S24. ln acidi~cn to its gu ancl-~1ec:trit sel"Vi~. 

J>ub1it Service alse renders steam heat service in w dowfftl:Jwn business 

distM:t of Deiwer. 

Eiect!"ic or natural gas semc:e.. or .both, -are i,ndel"ed n ret.ai1 

in OYer one tumdMMi inc:or.;:,onttd cities ancl toiims and in va!"ious ~ther 

CtllllllUnities and 1"U'l"l1 «nas 1:hrougn Cclondo. 'The ~ey also sens 

elec-tnc: power and energy rt whole.sale 'for nsa1e 1:0 -fiYe mimici';ial 

elei:t"ic tniHties, Heme L'f,9h't and Power Compan,y,. Colorado-Lite E1-eC'trit 

Association, Im::., and SolttbeM'I Colorado -r'0!1111!r Division of Cefftn1 

Telephone and l.lti1ities. Inc:. Wholesale e1ect!"i,: rates and servic:e a'l"t 

under the jmsdic:tion of the Federal !nel"g,Y Regu1a'tDry Calmrission 

CF£R.C). the su:cessor 1:0 -the i=ederai Power tammission. 

The Ccm;>any owns an -of the ::t:1111110n stock of "tWO msidiaey 

oper.a':ins m1ity ==i;ianies, name1,1, Chey~ light. rue1 and P-ower 

Company. which Sl.tl)?1i es e 1 -eC'tri t and nr.tun1 gu .semce:s in Cheyenne. 

Wyoming. and its .nv'il"On$ • .and Westt'l"'n :5lOJ1t Gu ~ny. wni~ fs a 

mtur11 g&s tnMlll'i.ssion C:Ollll)any ~ns -natura1 9as for service in 

seYel"a1 geogra;,hit areu in t:i1orado. 

_ln addition. the Ccm;,an,y owm tPFOXi~'t91.;r ~S.5 ~int of the 

e0m1110n stock of Home ·li 9bt and Power Company, which renciers e1ei:tri c 

i:t-:H ty sel"Vi e~ in the ti ty of GMH!1 ey and t 1arge port~ on of Wttid 

Cour:ty, Colorado, servinS e.ppr-oximate1y ~.000 customers. 



_The Company.also owns an of the c:mmon stock of 1480 Welton, 

Inc:., a r-eal estate company "'hicil owns certain Public Service central 

office bui1dings, and of· FueT Resoureas Development Company (Fuelcol, a 

subsidiary primari1y engage<! fn exl)loratiorr, development, and predUction 

of natural gas and oi1. In addition, the Company owns an the c=mon 

stock of aannock Cetrter Corporation, a ccmpany M!Cently organiz...~ by 

Put>1ic Sel""l'ice t0 engage in non-utility real estate transactions. Tne 

COIDJ)~ also o,ims stock in various. ditch and imgation companies in 

connection wit!t its use of water- for- generating plants. 

Publi~ Servi~ as of December 31, 1983 nad 827,100 electric 

custcmers and 720,376 gas custane?"S". Generally, these customers are 

broadly classified: as residential, c:mme!"Cial, and industrial. •As of 

December 31, 1983',. the CQmpany had 73,492 shareholders holding common 

stock in the Company (34-,.155 of w0111 own 100 shares or- less) and 5,997 

shareholders owning prefe~ stDck fn the Company. ~n shareholde?"S" 

who 1-ive- in the State of CoTorada comprise 24,574 of the total nU111Der 

thereot-. 3 

3Infonnation as to the number of elKtric and gas custcmers and 
shareholders was supplie~ fnformally to the Commission by counsel for 
Pimlic Service. 



!l! 

ihe~ have l:>een e. numi>er of nte proc:~di ngs invo1 rlng Pwlic 

Servi ce in ~e past seven1 years. During --.nest years there hu been an 

ir~&sed awt"ness and inte~t in the ratemeJ; i ng flm::ioll$ of this 

Coamission. Utffit.Y ·rates with rupect to gu and ~1e=vic s.emce 

1ffect Yirtu&11y 111 segments of w puc1ic. ln new of inflmonar;y and 

O'ther -~onomic prtSS&ZNS, general nte cases in the 1m 1~'s and .-rly 

19SO' s havt be=- }DON rnq&mr: despite ·the hct 'that p.s c=st 

adji:s~ (.t.i.) o,- pu,-..h!.sed ges adjust11em: Cr>~) &nd elee-tric =st 

ac;illS<;ae~ (£CJ.) clai:ses lll'i11, genel"al1y speaking, tend to 111'1-:i gate 'the 

mqi,ency cf .ge,,era1 i-au cast fil i ngs.~ Publ i c J)arti~J)ation in the 

rate making J)l"OC'e$S be-fore the tomission alsc bu inersued in the J)lst 

sevei-a1 yul"S. 

ihe 'T"tgulrtcl"')' juri_sctietion of 'the ~He Uti1 i ties COlll:rissi on 

ovei- nc~ieil)a1 utfl1%iu in 'th!. St.rte Df tolondc fs 9"'0unae.d 111 

JJ-tic1e XXV of 'the Conrti~on cf -the State of Colorado >Which ,was 

ador..ec by -:tie genei-a1 elee-..onte 1n 1954. 'the Public llti11'ties Uw, 

Ar-;ic1e 40 .of the c.cioi-ade ~nsed .Statutes nm, as amended), 

im;,leme~ Ar.tic1~ m of the Coioi-ado tonni~on. ~ Sl)Kff:icany. 

CRS 40-3-1 02, ver.s i n this tomimon the i,owe:i- and all-:tlOT"'i~ "to govel"'I\ 

and r-egulate an ntes ; charges and 'tariffs of ever;y put>1ic &m1ity. 

It ~i m JDUSt be mpnui~ed 'tbai T'a'telilaking is a 1egisl~tiff 

functi on. Tne City and Coun;tY of ~!" vs. hople ex ~, >ub1i c 

UtiHties Com!riss'ion, 1zg Colo. 41. 256 ·P.2d 1,_1 05 C,954 ); l>utl1ic: 

llti1ities Colllnission vs. Northwest Water t.orDontion, 168 Cc1o. 154, SS'I 

P.211 ?of {1963). lt should tlso t,e emphm~ thl.t rttaaki ng i ~ not ~n 

e:a~ seien:e. Hol"thwut 'Watei-, ~• 1t 173, ln tile 1anclmt:i: case cf 

41,. hi s=r-y :,f !>ui,1 i c Semce ' s adjus-:me~ c1&Uses i$ S!t fO!"th i n 
A;l?end~x S ~ :.'!is ciK'ision. 



Fedenl Power Ccmmission vs. Hooe ~atural Gas Com;iany, 320 U.S. 591, 

o02--Q03 {1944). Jusdce Douglas speaking for the United States- Suprse 

CtJurt, stated that the •ratemalei ng procass under the ( Natural Gas) Act, 

i.e. the fixfng of 'Just and reasonable' rates, involves a balancing of 

the investor and consumer- fntarests." The !!!E!, ease fur..her sats fo~ 

the proposition that under •t.~e s-tatut.ory sundal"d of 'just anct 

-reucnable,' ft fs the ruult M!ac:hed., not the method employed; wnic:h is 

CDrrtr-o11ing.,. 

Iir the eue of Public- Utf1fties Commission vs. The Distric-t 

Court:, 186 Colo. '27S-, 527 P.Zd 133 (1974), the Colorado Supreme CtJui--1: 

stated at pages 282 a.nd 283: 

C4.5l Under- our statutory scheme, the PUC- fs 
c:harged with protecting the interest of the 
genera! i,ub1 f c: from excassi ve. bul"densome- rates. 
The PUC must detel"lll1ne· that every rate fs •Just 
and reasonab1e • and that servi c:.es provided
•pl"'CIIIOte the safeey. heal th, comfort and 
convenience of ft.s patrons, employees, and the 
pu.blie and sna11 fn all respects be adequate, 
efficient, Jurtand reasonable.• C.R.S. 1963, 
115-3-1. The PUC must also consider- the 
reil$onabl eness and hf.mess of rates. so far u 
tne publfc:. uti11t'/ fs e.onc:erned. It must: ha•,e 
adequate revenues for operat1 ng expenses and to 
CDvel" tne apftal e.osts of doing: business. The­
revenues murt be sufficient to assure· eonfidem:e 
fn the. financial integrlt'/ of the enterprise, so 
as to maintain its' credit and to attract capital. 

The P")CUS by whic:h utility rates are established should be 

explained. under- CUM"ent law, when a public: ut11it'/ desires to c:hange 

its rate or rates, it ff1es. its new ratas with the .Comission, and they 

al"'e open for public inspection. unless the Commission othemse. orders, 

no increase in any rate Or" rates may go irr"'..:o effect exce;>t at-..a,. thirty 

(30) days' not:fc:.e to the CtJmmission and to the c:usuimers of the utility 

involve<!. 

If the thi'l"ty (30) day filing penod goes by without the 

Comission havfng taken any ae'tion to set the proposed new rate or rates 

~or heanng, the new rate or ratas automatic:al ly beeome effec-tive by 
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or,e:-ni on of hw.5 However-, the l!orm:issi on hts the power ud eu-..nori ty 

-:o set for hearing~ proposed new rau or rites of u~iiities whidl ere 

no't el~e'tl"'ie ~ooperatives. Setting fer hei:ring automltiea11y SUSl>eflds 

th& effee-:ive data of the pl"Oposed new nte er nus f=r e period of 120 

days.6 or un-:::i'l the toamrission eM:ers a decision on·~ t'fied rates 

within 'tMt ~me. ihe Ccmission bas 'the further option of contimring 

the susi>ension of the propos~ new nte or 'rites fer an additional ;,eriod 

of up to 90 days for I total axiJIIUIII of %10 df)'s or IJ)"1"Dxi•te1.Y seven 

• IIICIJl'ths. If 'tht tomusi on hts not. b.Y ol"'der, ~nri-:ted the l"f"l)JIOsed new 

rate or T"lteS 'tO becClllle efi'ec::tive. or er-...a.blished new ntes, after 

hearing. prior 'tO the exi,ira.tion of the maximmn 210 day period, the 

P1'.'0))0Sed new rate or raus 90 i!TtO effect b,1 operation o_f 11w ucl 1"81in 

effectivt unti1 such time thertafter as the Commission esta.bH•s the 

!n :ne si111P1est '1:ermS, "the .tcmznm_on IIIUSt detel"'llline and 

estuHsh jun and 1'USOIWl1• "1"11:eS. 1-n Of'der -:o •• 1:bis 

detel"llrination. the tommission genen11y answe,os 'two QUeS":'lons:.; first, 

5Unae,. tRS 40-J.-104. IIIOS't fixed utilities ft1e rates on thirty (30} day
nc-:ice; however, "thirty (30) days is a minimum notice pr.;oa; unless 
othef'w-;se or'iif:red ~, the Commission~ A uti1 ity my sei~ a 1onger 
notice peri°'. In any event., if the Commission elec:u 'tO set 1:ht 
pl"Oposed nte or rates for hearin.9, 1t 1III.ISt do so DefO!"t ~ l'!"OllOsed 
ette=ivt 4&te. 

6ru 40-6-111. ts .aendecl by Hol.tse !i11 1444 (1981 }. House Sill 1444 
t1so provides tha~ rates filed t>.1 electrii: =open~ves l'J"e no~ SUbjeet 
to suspension t>y "'the :o=issi on. In 1983, ;,Ul'"SUan't to the ;>l"Ovisi_ons cf 
Senate tm 224, -regulatcey jUl"isdic-:ion of "ttlis tollllriuion over 
ct!rtribut:fon •tltc:tric V:iH'ties wu withdrallffl ttirovp June 30, 1981, 
(with :ei-"'.ain exee~O!".S l"t1atins to ~laints and nepol"":ing 
reQUi~r:ts). ~ :i<S 4'?-1-103 {2) (i:>) (I) and {!!). 



wha't are the r-easonab le: revenue requi M!!llen'tS of t.'"le uti1 i ty i nvo1ved 

'lllhid'I will enable ft. to render f'tS sel"'Viee, and, second., how are t.'"le 

reasonab1e M?venues to be raised f?"Om i'tS ra-eepayer-s. !n 0cther wort:is, 

the Ccamri ssi on must .dete1"11ri ne t.'"le revenue requirement and the s;iread of . . 

the ra-ees to =~t. the revenue requi !"Sent. io aceomi>1i sh its task, it 

mu.s-c exercise a considerable degree of judgment and, to the best of its 

aJ:rf1ity, be. u fail"' u possible to the differ-ent parties and positions 

that present themsalves in any major l"lte case. The r-ate-

ming f'unct:fon fnvol~. fn othe!" words, the mini of •pi-agma"tfc. 

adju.st:nents~ (the-'J.:!2.21 ea.sa, sui,r-a, at page 602). It fs no't an easy 

tuli:, but, on the other l'ta.nd., neither- fs it a ~k imi,ossible of 

attainment.. As. S'tate<i above. the rates established by this decision are 

based ui:,on the- Company 's- eul"'M!nt rate struetul"'! and i ts found revenue 

requiM!!Deft~ AdjUS'Cllents, if any, to Publfi:. Servic:e's CU?"rent rata 

struc:'tUl"e will be detel"llrined fn Phase- II fn- this docket. 

Thfs decision fs the order- wnidt effec't'fvely establishes 

eleetnc:~ gas and $team nu fnt:re4ses fol"" Publfc Ser-vice by tariff 

r1del"S. 
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!Y. 

ln each J)T"Oc:eeding i't is neceua!"y to se1e:t a test period. The 

ope1"atfng results of the tut period then 1u·e adjusted f01" known changes 

in revenue and expense levels so that ~ adjusted operating T'tSUlts cf 

the 'test period wnl l>e !'"e?'l"Uentative of 'tile 'fu'tu're. 1:ile!"By 1ff01"'din9 e 

l"ftsona.l>le basis .LIJ)on whidl to ;n-ecticate ratu which wi11 be effective 

during a ~ ~od. 

In· US 1330. the t:mmnissicn incticated i't migm be 1.;,pr-cp1"'i.1te 

fol" M1ic SeT-rlce 'to pre.sent its ne.:ct nte case r:m a partial (six 

months ) f~ tes,t year coup 1 ed with 1 7.>1rtia1 hiS'tol'"i ca.1 Csix lll0Mhs) 

test year. As .a l'"esult. Public Service in iU :sUb~nt nte ~e rns 
1425) cti.d flle on .a partia1 (six months) ~ "test _yea1" cou.,led .with a 

partial bistcnca1 !six 1110nths) tu't _year.. ln its last nte cue (US 

1525) PUb1it Servi1:e filed en a fol"KU"ted 'test ,YUr endi119 lleceml>er :31. 

198'1. 'The Cmsri:ssion 1iencminated f>Ub1ic Service's ~ 1$25 fl'Hng ·as a 

:urrent-test-YH!" fi1in9. In ether -won!s, the "teSt ,-ear -pl"1)'pORd -by 

Pub1ic Service in l&S 1SZS =iincided -with the c:.r~ year in Mhich fU 

generai rate cue _WlS l>ei ng heard. "l'lw£. a ~-"test-yur fi1ing is 

distinguished m:im t t:ir-..cnc-tut-,YUr filing -Which uses a full hiS'tr:n"ic 

ust .Yffl" f"l"Clll the put, or a •tu11 fr..ul"t :test year flHng• -which -wou1 d 

use a test yy_r imic:h is =mi>1e-tt1y .subsequent to 'the ti~ fnmt ill -1:thidl . . -
the rate ca.se is being beard. 

:Sl -1999. in I&S Docket 1 SZ5. 'to 'the apprur,l'"i atenen of fo'l"!!CU'ted test 

year f'flinss. In !&S iSZS "the issue of a -forecuted test yur .wu_ 

Y'i gorc1JSiy c:ontuted. 

By way of =ntrtn with f~ fiHnss in I&S 1420 and l&S 1525, 

~iic Service i11 l&S 1540 fi1ed i~ cue on r. bistDl'"ir; test y.-er ending 

Mitreh 31, 19SS. On August 22, 198.3, Mlir; Serviee had filed Aavice 



~~..ar No. 892-e:'lectric: with the Commission l""!<lUesting an e! ec<:r'ic r-aui 

increase of appl"'OximaU!ly ~'7.4 million. ?ublic Sel"'1ice 1 s August 22, 

1983 rata reques1: was based upon a his-:Or'fc tas1: year ending Mardt 31, 

1983. In Ad•1fc.e ~tt.er Ho. 892-Electric,., Pu.blic Serv'fce pl"'Oposed ::ha't 

its requesUld el~c i~ase of appl"'OximaUlly $S7.4 illillion become 

effective witbout suspension on Hovember 5, 1983. Oul"ing tbe fall of 

l 983 • the Ccmfssi on he1 d four days of informa. l discuss1ons ·.ri tn Puc1i<: 

Service and other interested pames dil"tCt.e_d solely to the question of 

whether' or-not the. CQlmrfssion should Sl.lSpend Public Sel"Vice-'s pl"Oposad 

ele<:tl"ic fnc:r9tse and set the: same for hearing. At a subsequent open 

meeting, the C=mission indicatad that it intended to suspend PUOlic 

SeMice 's pn,posad $57. 4 mi l1 f on e 1 eetrk inc:rease and hol d heal"ings. 

However, prior to the pn,posed effec.ti ve date of November 5, 1983. Public: 

Sel""liee withdrew ~ts $57.4- mi1lfon electric rate increase ~est. 

ApPJ'Qximataly t'llllO weeks later on Novemoel"" 18, 1983, Pu.blic Ser-vice filed 

six new advice 1etten with the Commission which have been ~fa~ to 

previously in this decision. 

Public: Sel"Via stated that ft 1"!1:l)gni:e:d that the use- of a test 

year"' ending appl"Oximately seven and. one-:-nalf 1110nths prior·to the filing 

was unusual and "not.. c:onsistent with the adva.nc:ad regulatory .philosophy 

allowed. by Ctnel Comission in I&s Doc:ke't- 1525 when the Cammis:s'ion 

allowed the use· of =rrent test _y~ar as opposed to historic ta~ year•. 

However, Public: Set"Vice pointed out ttiat the use of historic tast year 

ending Mardt l1,. 1983 would enable the. Commission to pl"'0c:~ on an 

ex;iedi ted. ba.si s sfnee this- was tne same tes1: year whic:h had been the 

subje<:t of a thol"Ough audit by the Staff of the Co11111ission in conne<:1:ion 

with the August 22, 1983 filing. Publfc: Sel"'Vic:e also pointed out this 

was the same test year whfch was the suoject of considerable discussion 

in the i i:iforma.1 proCffding:s which z-esul tad from Pub1fc ser-vi ce I s August 

22, 1.983, $57.4- million electric: fn~ase filing-. 

-15-

https://effec.ti


A1though one or mo~ of the in'te:""Venon, in opposing J:>ui>1i: 

Servi:e's re~est for one pel":ent 1-:-:ri~ion a11owan::, a1iuded to the 

possibi1ity :h&t J>ub1ic Servi:e :ouid have fi1ed a 1110N UJ>-tl>-<iatt 

historic "teSt year, none of the ~rties fcrm11y opposed Public Sem:e's 

his4..oT"ic test year ending Mardi 31. l9S3. Ac:ording1y, thzt is the tert 

year which hes bffn utilized fol" J)U1'110ses of "Chis docke~ 



V 

RATt BASE 

A. Fol"'t St. '/Min Seismic: Pi0ina and Ha.naal" Project. 

Staff witness wells pl'Qposea a. negative adjustment of sa.s::n ,462 

to Pw,lic Servfc:a.is electric: depal"'t::lent rate base to eliminate t.ie 

seismic: piping and hangar prajec-t fl"'am l.ltiHty plam: fn servfi:a-. There 

was- a -=i-,-...s-pondir:g propose(! adjustment to el fllrinate i, ,904,862 from 

=,nst"Uet1on won fn progress (OIIP} in the- elK'tl"ic r-ate bua. together 

1dth a ful"'ther- ne,ative, adjust:Dem: at $849,768 to accoun-e for, the 

annualfntion of al1owam:e fol'" funds use<1 dl.rring c:onstl'Uc:tion (AFUDC) 

associate<.t with C'.tIP. In essence. the Staff e0ntends that Pu.bite Service 

was or should have: been aware of- the extent of the problems associated 

with the .seismic piping and hangar pro,jec-t a't Fol"'t St. Yrairr when it 

ente!"ed into a settlement agreement with the General A'tOarfc: Company. The 

settl ement agM!9lllen1! be~n PW>l f c Servi c:e and Gener-a1 Atonrf c Com;,an:y 

'#&S entem fnto on June 'l.7, 1979. The Staff contends that Pt.tl:llfc: 

Sel"Vic:e has: spent: approximately sta m'fllton in connection with the 

se1sm1·c pfpfng and hangar- project at' Fol"'t St. Vrain vhfc:h ts ovel"' and 

above .that whfc:h was provided. for flt the General- Atomic sattlemen't and 

that· this $18 m111fon amount: should be dfsa11owed b:y the Cmmission from 

Pt.tl:llfc: serv1ce 1 s e1eetr1c department rate base. 

Public Servf<:e, ac:conting to the Staff, was no't fn _eomplfa.nc:e 

with Aller1cait National Standants I'nstit.rte (ANSI) H45-2 series of qua1fty 

assurance· documentation at the time. that Pt.tl:llfc Service entered fnt.c a 

settlement agresent with General Atomic Company and Public SeJ"Vfce knt'rl 

or should have known 4f the inadequat.e documentation ac:companyfng the 

seismic: piping and hangar projec-t. The Staff contends that Nuclear 

Regulator:, Commission (MR.Cl IE .Bulletin 79-14, entered fn t!ifs pl'Qceeding 

as Exhibit IJ7. ordered C01111)1ianc:e wi t.'t the previous standanis of t."le ANS! • • 

H45-2 series and that no new standards were imposed by this bu11etin. 
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Fir.ally, ~~e Staff contends that the Comission's decision initiai1y 

sra~~ing Public Service a Certificate of Pub1ic Convenience and Neeessity 

fer ~oT"'t St. Yrain p1aced upon M1ic Service's inve~..ors the burden and 

risk of additiona1 costs shou1c! the nu:1ear p1ant tul"'l'l out tQ be more 

expensive than =nventiona1 sen•ntion. ihvs, ace:trding ti> the Staff, 

!>l.tb1ie Service and net 'the r1tepayer shcu1d bear the burden of Pm>He 

SeT"Vice•s fai11ff'9 u.precfic-: fts cons adequate1y ~rding the seismic: 

i,roj~ id'lich in this CUt mDOlfflts ~ l cost OVel"Mffl Cf 300 ~rceft"t f'M:lm 

the 0rig'ina1 ~d estimate.. 

By way of 'l"U'POnst, Pub1ic Se'l"Vice contend$ 'that 1£ B&li1eti11 No. 

7~14 (£:drit>1t No. 97) -was issaied on .:Ju1,r 2. 1979 or five days after the 

sett.1emerr: agreement had been signed bet:leen Pub1ic Service and Qenen1 

Atomic :::ompaey. Because sud'I l:lu11etins aN issued withCU't any 

pre-notification 1'.Y the NRt. and i>ecause ~ .St. Yn.in wu no: 1isted t,y 

the NRC u one of 'the nuc1or plants involved 'in detemm:ng w need fm­

the bulletin, Pub1ic: Semce or Qener.a1 -1.tomie -Company ha4 no way '.tO have 

"been .awaN of 'the 1"eqUi ~rrt of lE: Julirt!n No. ~i.i .at.the 't'iae -of 'the 

sett1eme?I"'... As a a'tter' of fa:t, u J>ut>Hc Semce witness Hock 

testified, the fl.111 -~..errt -of tne modifications ffqtfired oy n Ju11etin 

Ho. 7~14 wu not known until sevenl months after its issuance. 

Dn C'l"Os-s-eamination of Mr-. Hock. one cf the ·i:rte!T'Yenors 

a:ttempted to es-=al>Hsh that 'the C!l,llH~ usunm::e j)T"Og,"111l in effec:t fol" 

ror:: St.. V'l"tin !Exhibit No. UIS) sr.ould have -put. 'fl'w>lic .seni-ca on ~=• 
u to 'the ffciuiN!llll!ff"'..S of _tt Blli1rt'fn Mo. ·79-i4. However, C01:11?Hance 

with tbt c;ua1 it.Y &Ul.'?"l.nct ;re.;, am in irl'fe..-t at the tic of "the 

settlemerr: nquiNd dynamic CClllll)uter' .ana1,YSis on1.r -for piping "ten inches 

in diameter and 1a,-ger. ll !u11etin Ne. 79-14.-for the fil"rt 'ti• 

ex-...ended this 'MK!UiN!llefft "ti> J:1iping s.rrtems sized between two e.nd 

one-ha1f' inches and ten inches. I-t wu "this change :hat 1"Ull1ted in the 

aciditionai co~ to Public .Service. Although ~ qua1ity usurance 

prog,-u which has been entered u ~ibit Ho. 108 cioes appear 
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t.o contain rather stringent requirements for documentation of diffeM!nc:es 

of design and as-ouilt configurations, the document i:onui.ned tn E:dl~b-it 

No. 108 does not specify the method to analy:e the effeet on seismic 

evaluations of any disC'l"epanc:y be'bleen design and ~s-ouilt 

configurations. Indeed, Exh.ibit No. 108 d~es not mention seismic: 

analysis at all~ 

Public Semc:e, of course, was a-.are of the need of additional 

expendttures at. the time of the settlement,. as a !"Hult of the 1af1ure to 

eamply with the qualfty assuranca pl'Ogralll fu11y. Public Sel"Vic:e was 

. fmflfar- with the seismic. pl"'0blems and it 14.S- in the precess of C0111Ply1ng 

with the quality as.suranc:e progru mandates at the time of the. . 

settlement. There is- no evidence fn the 1"9alrd that Pul:llfe Service was 

1n default of any of the c=plianc:e. deadlines. Moreover, none of these 

mandates r:equired the use. of- dynamic c:cmputer analysis for smaller 

piping. Rather., as a ntsu1t of national t:0111Plfance aetiv:ity not 

invo1vfng Fort St. Vrain, the NRC perceived, as 1ndfeatec1 fn I!. au11etin 

No. 71-14,- tbe necass-ity of further fnvestfga:tion wi'licn ultimately led to 

sign1ffcantTy inc:nued eamputer analysts r:equfl"t!!llents on sma11er piping. 

It is. therefol"t., UJ'l'M!asonable to requil"t of ?ul)lic: Service a prescience 

which at tna time of the settlement would have for,seen the financial 

impact of IE' Bu.lletirr No. 79-14. 

BoiTed down to i~_ essentials, the Staff contel'.ld.s that Puolfc: 

Semee was impl"'tldent in not fore.seeing the additional expenditures that 

would be required by HRC requirements, set forth in I!. Bulletin Nor 

79.. 14. and providing for the same or- s0111e conti ngeney f n its. settlement 

agreement. witn Genenl Atomic. CQlll):lany. 

Action,. or ·fnac:tion, which rises to a level of an abuse of 

managemerrt. discretion an be dealt with in a regulatory fashion by t."le 

Ccamission either by the disa1lowanee of an imprudently irr<:1.JT1"1!d expense, 

or by a reduction fn J"'ilte base as has be4'Jt pl"Oposec1 by the Staff. We do 

not believe t.'tat l'ul:llfc: ServiC!! acted outside the pi:u·ameters of 

reasonable conduct. It is easy, of course, after the fact to contend 
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-:hat a be't"'..er agresmen.., with r-esl)ect to a seiSTlli: piping i:,i-ci:>iem, c0u1, 

have been negotiated by r>ul:iiic: ~rvic:e llrith Genera1 Ato!ltlc: Colllptny. 

However, 'the:"& is no evidence in -:he r-ec:cl"d that attr-i .bl.l"'..es tD Pub1i c: 

Service prior know1edpe cf what 'the ,lu1y ?, 1979 NRC It !u11etin No. 

79.. 14 wou1d corrt:ain. A sett1emnt agr-esent wi'th ~nen1 A.tcmic: Company 

was fint1i:ed ftve·dlys ear1ier. Pt.lb1ie Service cannot reasonabiy have 

been ex'l)K"ted to arrticil)lte 'the precise r-equil"Ue!IU of !£ aunetin re. 

79-i4. lu conduct in this r-egal"d did net fa11 outs''lde 'the l)lramete'l"S of 

r-en0nab, eness. ln the absence of an abuse of management discreti c,i • 

"there is no 1ega11y .:,ustifiab1e b&Sis 'to make the r~te bue adjUS1:Rnts 

~sed by the Staff. -and we dee1ine "'l:C do~. 

. 
a. Ra'telllatino Trea'tmerrt for Senerai ~..mi.: torlroany Payments 

Pu~ to the "Sett1aerr: agretJJlent .between 1>1.tbHc: Service and 

&enera1 Atmie Ccalpany, General A:tmie ~17.Y has hen mins yer1y 

;,~ 'tC r'IZl>1ie .Sel"'V'i ce fer l"'tl)1 acement capactty 'tD defer futsn'e , 

ams"?'UC'tion ::sts for :be 130 megawa~ of 1"edueed ~'t.Y u ·rort St. 

Vrain. •PubHc: Service has -offset 'these -;,ena1t,y -payments .against "the 

Southetst mjeet and Pawnee !l OlIP. These PI.Ylll!nts 1:hn:iugn the te$t 

year uiount to &J)l)r'OXimate1y l:34.S 1ri1Hon. MHc: .Servic::e has speM 

n.~-,,475 c,n the Southeen P'l"CIJte't and hes s;>ent. :$3,036,1%2 cm "the 

~awnee Il Generating St.ltion .which 1eaves :29,469,!52 u a credit 'in ti,.'IP 

'fol" Pawnee 11. The Staff et.mtends that 'Public Service',S "tl'Htment of 

these sums dl>tS not .benefit the ntep1yer and a11CMG r'IZl>Hc: Se?-yf:e ':I> 

urn on =irt•f?ee eapH:a1. The Staff .coirtends 'tha't 'these amcimrtS .shoui ci 

not l>e c:,-edited tCI CliIP unti1 'the mDfteY is a:tua11y expended; otheT"Wise, 

Pub1ic Sel"'V'iee earns a n:ui-n on funds that wert cort•fret contrfb.,U'tions 
-

'tC cai,i~1. Staff ·pl"'OJICISts tCI tr1!at the &enen1 Atomic: C:o:mpany ;>ena1ty 

payments tS c:ist..fret eont.--ibutions to :::apita1. which shou1c! l>E place'li in 
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actual1y used. The Staff's· p'l"Oposa1 ·.ri11 allow ?ui>lfc: Se?"'1ica to usa t.he 

funds as needed but tt wi11 not burden the l"'aUi:,ayers by !"'!quiring them 

to pay a return on t.he unex;iended funds. Pu.bl k Servic:e witness- Hoc:k 

agl"ffd with the Staff's prt1posed tr-eatnent. rne Coimrfssion also agl"ffs 

and.. ac;ordingly, the Staff's ;:,r-oposal wi11 be adopted. Associatad 

adjustments also mu.st be made. lbese adjustments ar-e sumariz..Ad on 

£xhib1t 50, page S. Line 4- of £xhib1t SO restores the balance 1n C".JI? 

whic:h Pul>lic Se!"Vic:e ,mited fo!"' the amount of the General Atomfc: 

Comi,any payment whidt has nO"t yet been ex;,ended by Puclic: Ser-tice. L.'ine. 

S- of £xnibft- 50 nts-..o,.....s. the- AFUOC associated with the Gener-a1 Atcmic 

Com?any payments. l.ine- 5 of £xbibit 50 c:redits the deferred er-edit 

aci::cunt 253 with the General Atomic Company payment and ~uc:as ·rate basa 

fo.,,.. the penalty dol1al"'S no:t spent by Putll'ic: Sel"ViC:e on Pawnee It. 

c. casn Working caoitat 

One. of' the most viiorously c:cntast.Ad ·rata base issues fn this 

doc::xet wu the issue of cash working capital (c:iC) and its 1ne1usion-,. or­

exc:lusion-, h-1:m rate base.. Rate base. 01· c:ouna, l"epr-esents the 111110unt 

of a.;,1tal pl"'Ovided by investors in order to purchase assets for usi!"in 

utility servic:e and upcn- whidl the utility fs provided an opportunity to 

ea.n a fair·rate of return. 

C'.iit_, a.s a c:cmponent of ra-ca base for- l"'ate regulatory purJ)oses, 

has been defined as: 

... 'the allowance fol". the sum whidt the 
Coalpany n~s to sui,0ly fMm its own funds 
for the purJ)ose of enao ll ng 1t. to meet. 1ts 
«:m"1"efft obligations as they an se and to 
operate eeenoaria.lly and effic:iently.' 
taarnes. lbe Ecenomic:s of l'ublic: Utility 
Regulation ( 1§42) 495.J St nee 1t 1s ncrma1ty 
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contempiated th1t a11 operating expenses W"i11 
even't:Ua1iy be paid for out of revenues nceived 
l:>y the Company. the need for wor!:ing ea;,i~1 
arises iarge1y from the time 1ag l:>etwe!!n payment 
by .:ne Company of its expenses.and receipt l>Y the 
Company of l)aymel'T"'..s for service in res;:,et:t cf 
which the e;icpenses were inarri-ed.. (Em;>hasis in 
original) 

Aiabama•iennessee Uatun1 Sa.s Co. v. Federa1 l>ower CCm:riss'ion, 203 F.2d 

494, 498 {3rd. Cir. 1953). See a1s:o~ Ci;t;Y cf Pit-..sbri v. Pennsy1vania 

!>ub1ic ll'ti1ity Conm:ission, 370 Pa• .305, 8S A...2cl 59, 6'1-65 (1952); !:?:!.!!, 

.Watei- Cor,,oration v. Ida.ho T>ubHe ut1'Ht1es t=mrission, 97'ldaho !32~ 555 

P.2d 163, 166 C,976); hco1e's Counse1 v. Pui>Hc Service Commission, 3£19 

A.2cl 43 (O.t. A;,p. 1979}; New En91and i.eleimone and ie1eonl:lh Co. v. 

!>uc1ic ll'ti1ities Comis:sion, 390 A.2cl 8, SO-S3 ('1978). lnchtsion of cwt 

. in nte base is necessary -when the mitty demonsti-ates that. inves--..ars 

nave been rei;ui red to Pl"'Ovi de 'the funds -needed 'to .opentt "the :tiusi-ness 

br.:wetn the 'time cf i-e~derin.9 .utility service and 'the ·payment 1:henfor by 

custmen~ l.Y inc1udi~ ewe in nte base, "the investor ems a N!tur'n on 

the ewe funds a't .whatever ,.,te is ea.med on inves-::ment in p1ant. As 

explained by 'the Court in ioise Water .CcT"l)oT"!tion v. ldaho Pul>He 

Ll':i'1ities Comnission. SW!"!: 

tun fl ow l>'l"Ob'I ems often conmnt a .uti1 ity 
.which must pay for ur>enditr.n-es prior -to 'the 
:::i111t l"e\'el"llles tnenfcr nave been eo11eC'te<L. 
To 'the extent th!'t such amounts exceed the 
T"eYenue co11ee--..ed, i't is .suJ)f)1ied by the 
owners of 'the utiHty u ,a. pot"tion -of their 
investment .and 'thus l>e=mes a ;iart of the 
r'au base. Thus, cash wor!:in; cair!tal is a 
reco9nition of 1:he sum which 'the utiHty
needs to supply f'l"olll its own funds (nthel"' 
than the !"IteJ)a.YJ!T'' s-) 'to meet CU!"'l"ent 
cb1igatioftS u the.Y arise·.due to .the ti• 
119 M~n peyment of ~xpenses and 
eo11 ecti on cf l"tlVemies. A.1 abama•TeMessee 
au Co. v. Fedl!!"l1 ?tlwl!r c'aiiiiiihsion. 3 en., 
203 r.ti 4§4 tlS)4 . Suc:n u 1owances by the 
C0mission 1tN DOt guaranteed u a matter of 
ecll?"Se; the utili-ey eaM""ies the btlrden of 
showing t,y COll!Pf!ter:'t evi de?'lee :htt the need 
e.xisu.. 



Aoolieation of 'lii111rin~fl Suburt,an Watar­
cl5n:,., 203 ;s;.za.. dU,. i:..';; (Det. 1::ro4J. 
1raa1tionally, sueh a showing was made oy 
pl"Odl.lci ng data f'/"0111 the u-ci 1f ty' s aet:.za1 
e.x;,eri ence showing. the need. l"'!su1 ting from 
the time lag in eol1e<:tion of revenue, i.e., 
tr-om a l~g study. {555 ?.Zd at 15ol • 

As sUteii in the!?.!!!.!!!:!:!!:. c:ase, the burden of demonstra't-:ng 

that thel"9 should be an allowance for CIC .fn r-ate base is upon the 

utflft'/ requesting ft.. lbis allowanca ts demonstrated by means- of a 

lead•lag study. 

A 1ead-lag- study Mtf1ec:ts the. lag fit the 
mmd,er- of days between the payment of 
ope,:.1.ting expenses ••. and the receipt of 
payment fl"0III c:us-..omen for serviee l"'endel""!d. 

Gas Se1'"'11e& Comoany v. State Ccryontion Ccmllrission, 4 Kan. App. 2d 623. 

609 P.Zd 1157, 1164- (1980). lbe lead-lag study was axplafned in~ 

England Teleohone and Telegnoh Cc. v. Publfc Utilities- Comrission. ~: 

As indicated. earlier-, the utility's receipt
of Mtvenues or- custcmer- payments for 
servicas provided: often tend$ to lag behind 
the date u;,on wh1 di the uti l f ty 1neu'l"'l"'ed. 
~sas with~ to the provision of 
sudt senic:es. Thus, the utility Mtquires a 
•<:asJt advanc:ed. for- expenses" woning· capital 
ancwa.nc:e to cover- expenses duM ng those 1ag 
days .. 1be- c:alctlation of the utility's -net 
la~ involves the subtraction of· its avenge 
expense. lag froat its avenge revenue: lag. 
Revenue lag f s SilJl'PlY the time- s;,aa over 
whidl revenues lag behfnd·expensas. 

390 A..Zd. at 51. TIie 1ag.,. however-,. may won· f n favor of the utility, as 

~11 as against the utility. See Alabama-Tennessee Natural Gas Co. v. 

Federal Power Ccmmission, .!!il?!:.!. whel"'t. the Ccurt wrote: 

But the1"9 are- time- l ar whfdi W<lrk in favor 
of the CQarpany as wel as those whidt work 
against" it... ihe Comi,any no l'DOl"9 pays i111111d­
i ately every 1i a.bi lit'/ a0:l"Ued than do its 
c:ustomers. 

203 F.3d. at 498. 01" as the Ccurt wrote in the New England Teleohone and 

Telegraoh Cc. case. 390 A..2d. at Sh •0n the other hand, expense lag 

f nvo1ves the c:onvel"'Se si tuatf on. whel"9 the utfl f ty' s expense payments 1ag 

behind the date upon which the ut1lfty r-eceives· the pl"Odl.lets or services 

for whi eh it is paying. • l.ead-1 ag studies- a 1 s0 study these expense 1ags 
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and use thelll es c:f.fsets to revenue 1ags to arrive at net cash working 

In detel"llrining the need for working capital, 
the C1:lmmi ssi on may ciui te reesona.bly and 
proper1y take into ac:oun-t: fa~ which 
reaui:e w need u wen u those which 
inC'l"eUe it. 

A1tbam-iennusee htul'"a 1 Sa.s Co. v. redera1 Power C:mmi ssi on smin., at 

498. 

One of the earHest &nd most cited opinions on 1:he subject of 

ewe is City cf P'lt""..st>tn'"Ch v. ·hnngivania PubHc Uti1i;tY Commission• 

..!!!!?!:!· The l)U?"'?Cse of ewe, 1:he manner 1n -which i't i.s ;a1:u1ated and, 

whf!'ther it shou1d be ei1owed 11'1 'T'lU use. !ti:., is dismsed: 

ta.sh working capital oNfinari1.r is "the • 
amount of cub i-equi red to operate a &rti1 i't.Y 
miring ttre interim :bet.wet:n the nndering of 
.semce and "the reeeipt of J)a.)'lllen't 
therefor. lt is 1:he .:>1ood $.tl"eam that gives
iife u the :phys1ca1 p1ant and faci'li'ties of 
the enter"prbe. lt can T'Rcfliy be uen that 
initialiy. at th_e =maencemen-t: of opention, 
ca;rita1 SUl)p1ied l>.Y invu1:0r's 1111.trt in or"de!­
~at 1:he ~.Y can func:tion, include such • 
working cash in addition "to the .amount 
required for physical p1ant and hci'Hties. 
Its anow.ance e:s an elemerrt of fair value 
i'or nte mu:ing pur;,oses hu been lJ)FOYed 
by decisions cf .both tbe SUperi01" and 
Su?reme Courts of tl'ris State and of the 
appe11ate coul"tS of C'the1'" ;jurisdictions.
Almost invariably however, its allowance has 
been determined 1'.)' ·the actual necessi't;Y 
therefor existent .when dis;nrted ntes -of an 
er..ab1ishetl and going. =:incern are • befol"'t "the 
Cmlrission. Th~ determination cf the do11al" 
amount of 12.sh wo!"Xing ca;,ital is l>ueti on 
the time ,.,g ~tween the sel"'Vice rendered 
a~d th' payment therefor t,y the :cnsumer. 

Tnt fair value of a utiHt,y -for -rr..e lllating 
,:>ur;,oses is the value fixed u the time • 
rates an esta.blisttec. To the ex+..errt that 
the cur..cmitrs are providing -revenues befort 
the &rtiiit,y peys its c:osts, the investol"'S 
al"'t'-not supplying the funds t:> Cll"'T'Y on. 
Whether cuh won:.ing capiu1 sbou1d l>e 
al1owed ts an el~ in de--..ermining w 
fair value of a trtility's used and llStful 



propel"'t'/ as a i-ata casa • and if a11 awed t.-i e 
e.xta~ of such allowance. depends upon tl'le 
fac:tual sit:Jat~on in ea<:h case. If t.,e finaneial 
situat'ion of an operating C011t!)any shows that 
sufficient funds aM! r-eadi1y available to -~ridge 
the gap betNeen i-endition of and i:,ayment for 
servic:as. no cash working capital is Mtquii-ed and 
none should be a.11~ by the CO!llllission. 

As fndiated above. a lead-lag s-tudy examines various elements 

of f ncome and. expense in order to det.ermine- the net 1ead or the ne't lag 

with l"tSpect to £:JC. For- a number of yeal""S, the Cami~sion !'las used a. 

forlliU1 a. approadt to determine the ewe CCIIIJ)onent of the rate base. ihe 

formu.la. ap!)?"Ca<:h previous·1y appl"1:lved: by this Commission gen,~1iy allO\ts 

the u-tfHty to include in ra:t,e base that pan: of ·110rting capital 

M!f)resented by fo1"'t'j-five three hundred sixty-fifths (45/36Sths) of 

operati"!t and. maintanance- expenses plus fifteen three hundred • 

sixty-fifths 05/3S5ths} of the cert of. pur<:hased power less the average 

property tax 1iabi1ity and one-third {1/3) of the accrued Federal iaccme 

taxes. !n t&S 1425, neither Pub1 i e Service nor the Staff of the 

Ccmmi uion ~def! any change in the fm-mul a. appl"1:la<:h .. ihe CQmpany ' s 

request fn t&S -1425" for $15',552.,635 in 0/C was criticized l:ly witnesses 

for cartain fntervenors in that dcd:et. The i:,rf ncipa1 criticism -was the 

tact of a tead-1ag study .. RA.AX, tni::.. witness Madan,. in I&S 142S, 

~def! a balance sh~t analysis in order to provide a limitation on 

C'.iC to. be included in nte- base. rn ·that dod::et, the Coamission reJecta<i 

the baTa.nca sheet approa<:h as recommended by Mr. Madan and Mtafff?"llled the 

formula approach for- detarming ewe. Nevertheless,. the Commission did 

state in Decision No. CS0-234$,. dated Oeeember-12,. 7980 {page ZZ}, that 

Publi: Service. should conduct "an up-dated lead-Tag study pr-for to its 

next general nu <.ase flt order- to test the valfdity of the current 

fonnula.• 

The issue of an appropriate cash working capital allowance 

previously has been raised. fn I&S Dockets No. 1425 and 1525. In !&S 

1525, the Commission did. endol"Se the ~nc:.ept of a negative cash 'ffOr°king 

capftal and the Co11111ission ordered Public Service to submit a 
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•cOllll)l"ehensive• iead-iag study in its next rate fi1ing. wnich, of_eoune, 

is ~he fi1ing whicr. is 'the subjei:-.: 111atter of this docket. In Decision 

Ho. C:al-1999, 'the Commission set forth i-n detail CC!lllPDnents which were to 

be in:1uded in 'the 1ea~1ag St.l.ldy. l>Ub1k Ser-vice was dil"'K'ted to 

?eriol"lll ewe ana1yses bo-:h inc1uding arul ue1uding such non-cash items as 

invest111ent tu credit genented. in¥estment tu credits 11110r-:t1ed and 

depreciation as wen as tal)ita1 strue't:U" i'tel!S such as 1ong-t.erm deb't 

interest, preferred ·noel: tividends. coanon .stock divide~s. cuf'l"ent 

reUil'led eal"'Tl'lngs, and ~fel"'l"'ed 'ta.xeS. 

Sy 1"'1t!,lUi'l'"i.ng the fiHng of the •cmlll)1"'1thensive• 1ud-1~i S'tudy, 

the ~ission in US 15?5 did not intend to -;,n-deten11ine whidl ~nse 

and r;a~ital items beicmgecS. or did not.be1cng, in 'tbt ewe ec,m;,utation. 

The tnreshhold 'Question cf .whidl expense iums t>eiong in 1:bt cwt 

c~tion is -answem 1Jt,1i"tt .sim;1y ·.by nferrir,g to "'the .defi111<tion ~ 

PUl"'Petst .of -:he usb 411Cri:ing ~iU1 a1iowanee itself. ,w. i'la¥e .a1nady 

"fer.ncl in 'tl'le discussion at>o¥e "'!:O .a 1ullllber cf -asrthonu<tin defi1lttions 

•of ctsh .wort;in; i:a;r\-;a1. The tey ·won:1 in·wse definitions i$ .acasn•. 

lf investor- :uh is Deeded for- day-Ul-dey operrtions. nu nse ~s 

incr-ee.sed. Ito cuti 1IIUrt l>e -advanced to pay for .wtsat IJll0Uff'tS to men 

aecogntir,g err:l"ies 1rul 'dlus 1 re1rtt.d .tWC 111owanet is unnecessary. If 

ntel)ayer-supi,1i·ed ca.sh m1.1Ces 'tl'le U10imt of 'the invenmem: re.91.riN:11, 

rue J:;z.se is reduced. ~nsiS'tlfflt ...-tth ,:ti1$ .defin1'tion tJf cash .wori:ing 

e&?'ita1. S-::atf witness ti::iand, Cities• Witness Kad&n, and FU witness 

Ml:-sha11 eaeh exc:1uded ~ non-ca.sh ,~nse iums and depriteia:icm. 

amol"":iUtion. f.n.d aefel"'l"ed -ax. inves'tlllent ux erec!1t and 'PA.YSOP fl"IXI 

their respe..~i¥t ea1eu1ations of ewe. 
In his rebut-..ai us-:imony J>ul>iic: Ser-vice .wi'tness K.eHy .conunded 

tnat these ~on-cash items be1on; in "the cash wori:ing capital emlll)ll'Ution. 

!tis net unL'Sua1 for uti1ities ~o seek ':fl inc:i:n•i:,onte non-c:ash expenses 

in :ash won:ine eipi<;ai collll:>U-..attons. However. these ?!"0Posa1s heYe bef.-n 

eonsisten:1y !"!je:t.ed .when r..ede at the F!:RC. For instance. In Re: 
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SoutheM cal i fol'"!ti a Edf son • 20 F!RC P51 , 301 (1983 ) , t."'le •::?RC t"ej ee~d 

inclusion of defel"'l"!<t inc0me taxes in the c::mpu,:ation or ·..oricing capital 

a11owance. Along t."le same 1 ines, In Re: v1i,nnia ?ower Eiectrie Comcany, 

·17 rac P51, 150 (1981), the FaC rejected inclusion of nuclear fuel 

amortization and disposal c:osu as non-cash ftems in t."'le pl"Oposed working 

capital a11owanca.. Sfm11arly. In Re: Pacific Gas and E'lectric: C011many, 

16 rac P63, 004 (1981 }, the F£RC r-ejec:ted inc:.h,sion of depreciation 

e:Q)ense fn working capital a11owanca as a non-cash 'Item~ 

The pn11osophic:a1 diffe1"1!nc.t be~..n Puo1ic::Servi~e•s position 

and that of the St,.ff and Intarveno1"S became clear during the following 

a-oss examination of Staff witness Ekla.nd by Public Sel""tice' s a~..orney, 

Mr-. Mc:Cotter: 

Q. •And scmeone's got to ftnanca that 
Caepreeiationl. don't they, that expense, that 
lag. that time period between when the fnvesto1"S 
al"1! entitled to get that money bacx·~ 

A. No. 

Q. Under- the regulatory process, and the time when 
that moneY. f s actua11y made avail ab1 e by 1::1 e 
ntepayel'"S througn the :payment of their bfll s? 

A. Ho. ft l"1!qtlff'!!s· no financing. It 1s just a lost 
oppon:un'lty. I:f they cx:,lle<:t ft sooner- theycin 
invest n sooner. But they didn't have to put up 
~ more·· money to cover that t1me pel"iod. They 
ony liaa to put up money tor mney they have to 
lay out.. They don't ~ uo money for . 
depreefatian e.xoense.,di a a souree of funds. 

Q. But there is an ee~nomic cost to t."'le ente?"llrise, 
is ther-e not, over that period. af time? 

A. T!)rough the oppon:unity 1ost of fnvesting ft 
soone?" ff they had. cellected 'ft sooner.• (3/7/84
Trans 11S, 116). (emphasis supplie<t.) 

We agree wi th the Staff that a 1 t."lough expenses may be i ru:urred, 

no lag exists for :purposes of the C'.iC computation unless~ is 

e:Q)ended. It is obvious that, as to non-ash ex-penses, no additional 

cash has to be provf ded by f nvesto1"'S during any 1ag period. 

We also agree with the Staff M!C0111111endation that ewe 

l"'e<!Uireme.nt:s inc1ude all cash expenses, franchise fees, and sates taxes . 

. 
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exciuoed. ~sh expenses include gas for generation, other fossi1 fuel, 

and freight, purchased power, gas pui-J'lased for.resa1e, J)Urehased steam, 

generai and management 1abor, other O&M expenses, J)l"Operty tues, n CA 

tues, FUTA taxes, S£SA tues, occupationa1 tax, mjor medical tu, use 

tu, aut:o-1ieense tu, federal in=me tax, ~..ate income tu and r-eam­

neat fuel. Non-ash items which should t>e ex:1 uded are depreciation and 

a1110rtintion, defel"'T'ed income taxes. federal invts'tllen't tu e:-ed1ts 

generated, ~..ate inv~nt ~ c:redits generated, payroll stock ovt"Son 

-plan, federal inves-=nent tu credi'tS mol"ti:ed. and rta'te 1nvutment tu 

credi'tS uol"tized. tapital items art long-'teMD debt itr..erut. preferl"ed 

~..ock dividends, eomnon stock dividends, CUM"ent rt'tained UM!_ings, and 

deferred taxes. 

Suff witness !khnd postula'ted thl"'et axi0111S -which ..suppOl""t his 

'theor.;y of 'the '?T'OJ)er COllll)Onents tc l>e included ·in twt: r,) .ewe is money 

put fontl 'to inert ex;>enses; (Z) "the only factors 1:hat change the 1eve1 .of 

cw womng ~iu.l art the net lag days between nceipt :cf ·rev~ues -ancl 

i,ayment of UJ)enses, and "the sia of the cash c;,enses; C3) an 

wt-of-pocket cuh flow is no't a. M !XJ)ense if i't ·flows ~ a. second 

pocket of the same party. If an i'telil lllet!'tS 'the criteria :cf the first 'two 

axi0111S and is not eliminated t,y the -:hil"d axim, ·then i~ should l>e 

inc1uc!ed in cuh working c:a:;,ital • 

. A11 cuh expens!:5 in ·cwt should be inc1uded l>eause ~Y l!leet 

'the criuria of axioms 1 and 2 and 1rt ·not eliminated .by ixicm 3. 1his 

that franchise fees and seles u.xes are not expenses according to 

1ccountins ciefinitions, !>uclic Sem~ pays 'these items to taxing 

authorities wi-;ti ioney =:,lie=tec from ntepayers. Public Se!"V'i::e witness 

Ke11y, on r-ebu:-...al, tertifieel that mni:hise f~ and nles u.xes should 

not i>! incluaee in a o:t !"equirem!nt because they are outside the :ost of 

se:-vi:e. ~- Keiiy's concern, however, ce>es not contradic:t 'the tac:t thtt 

i>UP1i c Service h~s the use of func!s cci1 eeted fl"'0m l"lte?l,Yers which 



even1;Ua11y go to pay franchise fees and sales taxes until such time as 

they are actually :,aid. 

Non-eash items should be excluded bec:ause th~ fail to meet the 

critaria of axioms 1 and z. Depredation is a sou1"1:e of f'Jnds supplfed 

l>y !'"atepayers. Oefel"'M!d fnecme taxes and fnvest:i:ent tax credits are 

sources of funds made available by the government. Simflal"'ly, the 

pl"'Ocaeds fT'OIJf the payroll stca option plan al"'e a soul""l:l! of funds. 

• t:apital items shou-ld be excluded fr-om C'.iC beeiu:se these items 

fail to meet the criteria of U'fOIIIS' T and 2 and are eliminite<:t by uiom 

:r. Nena of the api tal f tems are c:ash exi,enses. Public: Service's 

investo1"S. eal"n the return on their fnveS"tlllent at the time service f s 

M!ndered; however, on a c:ash basis, those eamings are not available for 

the investors until the revenue dollan associatad with the servic:e 

l"'!ndered have been c:oll~..ed. It is tnie this time 1apse results in a . . . 

lost: oi,portunit'J for the inve~~ to ~ive a re~rn on his eame<I 

retum. However-_. the authori::sd me of return is based on a<:c:l"'t.led. 

earnf ng:s. 01t fund$ f nveste<:t, not on compensation for- 1os-e. opportuni t'J. 

F""cA wftnas Marshall recammended including long-term debt 

f~ but ext:ludfng all other capital items fn:lrrt C-.iC. Cf ties' 

w'ftness. Madan recommended. includfng long-term dect inteM!st: a.nd prefel"'l""ed 

stock divfdends, but excTuding all other c:apital ft.ems f'l"Om C"JC. ine 

position of includfng one or 1:#0 capital items and excluding the otl'U!l'"S 

1$ fnteJ"na11y in=msistent. 

Cities' witness Madan- attempted to justify including 1ong-ts:rm 

debt intares't and. pM!ferred dividends i1t ash wol"!c.ing capital' 'llfth t.i,e 

following tastimony:-

tf this so~ of funds were excluded fl"'om the 
lead-lag study on the theor-J that: t!'Je sou'l"Ca of 
these:funds were invest.01"$", then nta base would 
be Tai-ger to t!'Je benefit: of not i nve.stors in 
genenl, but: c:oumcn etp.tit'J investol"'S in 
partfc:ular. The result •iwauld be that c:omon 
eqait'J invest.on would be previded an opportunity 
to earn a. nte of return on funds that. wel"'l! not 
pl"'OVi de<I by them but by ot!'Jel"' investors. (See 
Exhibit M, Page 26.) 
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We b~lieve that Madan's proposal wi11 prevent benefit t.o the 

Company a.nc! a11 its invest.ors frml'J Ninvestmen-: of interest ano preferrea 

d'ividenc!s. lf intel"'tst and preferred divioencts an included as Clrlt 

ctlffll)0nents. the r-eturn ear-ned by reinvesting these funds is offset by the 

r-eduction in rate bue eaM'lings. Whether interest and jn"tlferred divictenc!s 

an included or exc1uded u ewe c:cmponesrts, PubHc Semce can reinvest 

those ftmc!s. However-, ff the ne't i19 fer' irr"..erut .and preferred divioemts 

is an owed t.o !'"educe the ewe component, 'the ewe a11 owance fo,: ratemakins 

wi11 a1so .be ~ce4- This in turn 'l"t!!c!uc:es -rate l>ase, ernings on nte 

bue. ·and 'the ":illl!S interest ~med n'tio {Tin) -wh1 di is the ra'ti o of 

ea-rnings "to inte'l"'lrt. If ifftel"eSt .uid prefe2"'1"ed dividends are ex;luded 

from ewe. ihe increase in eanrings nsu1'ting from the reinvertmen't of 

":best ·1unc1.s wii1 benef'i't the Company and an ·;u investo1"S. ln contrast, 

the Mtc!uc'tion in -earnings and iIER -whi.:h is caused i>y incluclinp ill'terert 

and j)l"eferred clividenas-u ewe cmponen'tS .wn, :r-eate ~ on 

ftnancia1 ana1)'SU 1:0 downgrade 1:he .tompaey'.s bond .and ~qirf'ty r:atings 

which is detrimenta11:C ntepa,yers i11 the 1ong TUn. 

• 1l. lln.bf11-ed Revenues 

ln P.ub1ic Semce's 1art mtjor ffte cue l&S 1m. -witness Madin 

for AMAX, ln·c~ in-or,,csed th!'t :he tcmmis.sion l"'tCOgnize Pl.!bHt Service's 

un1)i11ed M!Yenue.s in one .cf tl'l'rff ways: adjust ffvenues upwal"i:! fo!-

unbi11 ed 'l"eVenues; adjust downwitrd the e>:l)eftSes -n1 ated 'thereto; or 

inch1de. an -adjustment in 'the -wcri:il'IQ cai)ita1 ca1cu11tion. ln l!S 1£25, 

the :o:rmission -rejected an 1c!just111errt for unl>i1led ~ t,ec:ause i~ 

misma'tch of rt"venues and expenses. ln llS 1540 ·w'ft:ness -Madan. a;,per1n9 

this time for the Cities, again raised 'the issue cf Pub1ic Se!"vict't 

l1nbi11ed_ revenues. Mr. fl'iadan ~ded 'that Publi~ Se!"vice's 'l"eYenue 

1 a g be reduced by 20. 5 days to ref1 e'!'t l1nbi11 ed revenues. Mr. 11'-.aclan 

deseribed the ntt:ui-e of unbi11ed M!venues ts foi1ows: 



Unbi11ed l"'!Yenues is the ta?'lll use<L.to connote t.ie 
value of service that has bec>J'I provided t.c customers 
be~n the data that service f s provided and the date 
that the .value of suctt servi~ is booked as i-evenue by 
the company (generally, the billing data}. For 
example, a,nsider a ecmpany that is starting 
operations. For the- fil"St 30 days of operat.ions. the 
company wcu1 d be f nc:umng costs to provide ser,ice 
but bocking no revenues until appl"'Oxima-eely the 20t.~ 
day. Revenue wou1 d begin· to be booked on the 20th day 
assuming a eyc:le me'l:.tr' l'9ading and billing syr...em, 
sud! as fs u.se<L by Psto. Finally, a-fter the bills aMl 
r&ndered and. p.iid, approximately 43 days after 
openti on when ft l"'St sta1"te<I., the company would 
actually begirt to l"'!C8ive c:uh- from its eustemers due 
to the provision of semca. (EX.M at page ZO). 

Thus, ac:ccl"'ding to Mr-. Madan, sine& .eosu are aec:ounted for- on 

the income statement as ex12ensu wherr they an fn0fl'Ted, and. r-evenues are 

booted on-ly when the CU$tolller is billed, the ex12ense r-elated to 4 

pameular servica fs- l"l!COl"ded' before the eorrespcnding revenues- r-elating 

to the: same se-mca, 1"1$Ulting· fn a nrfsmatdt of revenues, axpenses and 

fnvestment. 

It is tnte that no witness in this procee<!ing appeared to take 

issue with the. fact that thel""!. was a tec:hnica1 mismatch of l"evenues ,. 

expen.ses and investment. as defined by Mr. Madan. 

Although' persuasive. arguments can be made both for and aga1 nst 

adjusting for unbilled nvenue.s either through the ea.sh woning capital 

aimponent' or through the open.ting 1nc:ome statement, the Conmrfssion is 

not convinced that adoption of Mr-. Ma.dan's propo.sals through C1..C with . 

r!gal"d to-Public Service's unbilled l'9venues is warranted. As indicated. . 

above. Mr-. Madan proposed to adjust for Public Serrf.ee's unbilled 

revenues through the CIC calculation by r-e,jucing Pul:>Tic. Sel"Vic:e's n.venue 

lag by 20.S days. ihe whole CQDIJ)ltx proc:eduM of including unbilled 

revenues in the lead-lag study for CIC calculation.s fs misleading be<:ause 

it i111?lies that the Company has the use of the unbil1e<I 1"9Venues. SI.It, 

of c:ourse, that. is impossible because the.se earned revenues have not yet. 

been bill ed. 

Generally ac:c:eptad accounting principles permit. a utilit'J, such 

as Pub1i c: Servi ea. to aeeount' for r-evenues in one of two ways, name1y, 
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(1} the ~"':i1ity. :an book revenues at the -:ime sel"ViC:e is rendeM?C! (i.e.• 

Di1ied) or, (?) the uti1ity ea.n book revenues at ~~e time payment is 

received (i.e., unbi11ed). !itht!r method is acc:ei:,wie J)f'OVicied that the 

one chosen is used consis-...ent1y over time. Pub1ic Service has been using 

the second met.bod for over 4t> yean. 

Mr. Madan 's companion sug9e.sti on that "the Collllli ssi on .ordeT' a 

fiv!-year IIII01"'t'i:ation of unbilled revenues for prior periods is 

unac=e;rtal:>1e. The balance ·sheet effer:t of unbi11ed revenues JS of 

December 31. 1982 is, m.408,000 -for the -electric: cle;iar=ent -and 

S, 0,5'1?,000 for the gu clel)an::ment. Mr. Madan lli-o?Osed U> !)ring these 

amounts into the test period and adjust f'ffenue requirements 'thT-ough tbt 

IIIIOl"'t'l:ation J)l"'Ocess, which, in our opinion. wou1d resu1t in ,a. ser'ious 

mi sma.tdl of T'1tVenu9$ and ex;,enses ftn' ntemaki ng 1)U1'1)0Ses. Moreover• .I.$ 

indicated above, these ba1ane-e sheet .lllllOunts have been J)ui,.t .up ove-r 

• app'l"'Oxi112te1y .a 4t> year i,eriod. ,,.,~. Mr. ·Madan usaes that 'the 

cus-..:imer in an inffl:nces ·provided tM .s:44,020,000 rmbi11ed t>a1ance. For 

'this ·to t>e 'tJ'Ue, PubHc Sel"Vir:e -wou1'1 tlave had 1:1> have fl1ed a 1"1te .case 

eadl _year for fO\""tY ,YHn. This tu not i)een tM .case .because for many 

years hrb1ic: .semce did not.file rate cases. 

Alt.bough the Stiff has indicated that it believes ".the J)T"Oper 

T'1tgu1 ator:Y tl'Htment of unbi11ed T'1tVet!Ues merits ilur'the,- imprtey. we 

believe 'the issue tias been thon:,ugt,ly .and trtensively exp1crred 1n 'th!"ff 

C1t>ckets .il'!Vo1ving h.tbiic Sam::e. J.t this -:ire. we w=uld r-..au "tC 'the 

i,ar:ies in this doaet tbt.t .we do net be1ieve reexurh1ing the .unbi11ec! 

revenues i -ssve wi11 llllteria11.1 enham:e t-,e tommi ssion 's um:lerr..anding of 

the subject ·or result in .any regulatcrry moctific:&tion on OU!" i,art with 

respect u, this issue. Obviously. tfris _tommission ca:nnct diC--..ate _what 

cou:-se f~ n.u ;:ues my me• .but .we dD believe 1:bat it is 

a;,J)'l"'O;,rizte to infoT"III the par:ies that the unbi'11ed ·l"'tvenues issue is net 

a Hkeiy :::anciaa-::e for re91.tlatory ehanpe l>y 'tl'lis Ctlmmission in 'the neer 



E. Lead-Lag Days 

The Staff inade saveral adjustments to the expensa lag days 

eontafned in Public Service's comprehensive lead-lag study. Staff 

witness Ekland revEu·se<.t Public Semce's adjusuient to expense lag days 

for gas for generation. due to a refund made by Colorado Inte~..ate Gas 

Com!)any (CtG). Although investors initially supplie<.I the funds use<.!. oy 

Public: Se!"Vic:a to pay CI6, the investors wer-e compensated when t.ne 

render.ed sel""ric:e biil was c:ol1ec:tad. The cvel"Charge was paid 'tO CIG with 

ratepayer funds. Acco1"d'fngly. the Staff l"everse<.I the Comp~ny's 

adjustnent so that the fnveS'tOn would not ear-n a !"\'!turn on the-• . 

ratepayers' men.,- held by CIG. The Staff also made a col"'l"'!sponding 

adjustment ta the e;q:,ense lag days fol"' steam heat fuel whi<;."l l"eSUlte<i 

f1"'0III the adjustllent to gas fol"' generation. Publfc: Service did not 

dispute these adjust111ents. in fts l"'ebuttal ease, and the Commission agr-ees. 

tlr.tt said adjustments should be. adopted~ 

Another adjustment i-e<:0111111ended by the Staff was to· extend 1 ag 

days- fOI"' genenl and management labol"'. Public Se!"Vfc:e pays its 

administntive- payroll before the- end of the month everr though the wages 

an not due and payable until the end of the month ac:cording to a Public 

Se!"'Yfc:e memo wtrtc:n is contained. in Exhibit 59-, page 51. The Staff 

contends that ear-ly payment of wages is for the conven1enc:e of Public: . . 

Sel"V'fc:e'S' employffs, and ~at ratepaye!"'S should not be required to pay 

for this convenf~. nte·staff also made a corresponding adjustment to 

the expensEt lag da,rs. fol"'" FICA taxes based upon the payment of these- taxes 

on the. data that administnt'lve payroll is due and payab1e. 

On l"'ebuttal, Public:- Semca witness Kelly tas-:ified that Publfc 

SeMic:e.' s po1'I ey ~?"ding ear-1y payment of its admi nistrative payrol1 

and the r-esultfng costs wer-e reasonable and therefore properly includaol e 

fn the cost of service. Public: SeMice witness Kelly also asserted that. 

a c:cmprehensfve 1ead-hg study shoulct be based upon the actual lead ol"' 

1ag days experienced by Puolic Service. However", 1'!r. Kally offered no 
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basis for his opinion that "=he rtsu1ting ccS"'..s, arising·out of ear1y 

payment of wages and salt:-ies, we.s reuon!l:>1e. iole a;rtt with "=he Staff 

that it i s nec:essar,y t:i ana'lyze ai:tu!l 1ead a..nd 1 a g days t:i cletermi ne 

whether they !re c::>nsiS""..ent with the thec,r,y of Cwt and whether they art 

?"ff.SOnable. To the extent that 1ead or 119 days an unreucnable or 

inc:cnsis--..ent with it 0i'C Uleol"'.)', we beHeve that 1:bey .should be pro1>trl,1 

adjUS""..ed. Whatever aelministntive =mvenien:e 11111.Y a=rue to the Company 

from the ear1y pa.)'lllel'l't of wages. i't does not nec:.essarily fo1low that 'the 

CWt a11owanc:e shoulq be im:reesecl (an ine'l"UR bef'fft 1>y ratel)I.YeT'S) in 

w-c!er u a:cOIIIIIOCiate this adllrinistn'tive =mY1!nien:e u, the tompa711. 

Acc:,rdingly, the Ccmmission ac:ei,u the SUff's adjustment w'i'.tlt i-egard to 

the early payamt of acilllini.stntive Pl'.)'1"011. 

The Staff ~cl a similar i,lli1oscphy when it ade Ml adj~nt 

to lag days for fnndlise 'fees. ~ .ad.:h1stment nf'lecu 1ag dl,ys "that 

wc:,u1 d occur i,f the tom;iany -pai if 'these fees en mie dates· nther 1:ban 

Pim1ic Service's pnc:tice of payment befon 'the due dates. ihe Suff 

also calculated ~• 1eg days -fer sa1e.s tu .whidi 'the Company's 

comprehensive iud 1ag nucty Clid m:rt inch1de. We .agree with the .Staff 

that the F=Ptr ~nt of 'the expense leg days for franchise 1'ees 

and s,1 es taxes snou1 d 1>e cal c:u1ated based .uJ:>O? 1:he ~ctual clue datas, 

nther 'than v;>on 'the datas .whf!l'I the Com?«71.Y dlooses ~ 1111kt payment. 

Pub1 ic Sem=e J.ZSecl a silll!')le rand0111 $A1111>1e ·of residentia1, 

cmmem.11 i:nd indurtnai meten to aleuiue ttverwe 'iag days. However, 

we agree wi'th Stiff witness £k1and "that hlb1'1': .Se!"'V'lct should use • 

p!"0r,er1y str:t-:fied random Sliiii)1e which wou1cl 1>e wei¢tted by the 

;,e'l"'Cerrta9u of revenues from each ~r clus. a.cause 1t is i,robab1e 

that different custcmer c1uses have .diffennt payment habits, a pro;,er1y 

r..r1tifi!C: random· samp1e wou1d reveal 'the proptr number of nvenue lag 

cays. For exampie, lt!r, a:iand maae the usllllljrtion -tl'lat COll'C'lle, -itl, 

i•ndu.stria1 and pui>iic authoi-iey :::uS""'..omers It" more ;,ro=;rt than 

residentiai c::us'l:Omers in paying their .bi11s.. Fur--..henm:,re, he ~Heves 
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that this pl"'OfflJ)tness wiii imi,l"'Ove in the f~tUI"!! because these classes 

wi11 be assessad a 1ata char.-ge for overdue bills, wni1e the M!Siden1:ial 

clau will not be subjec~ to such a charge. If these a:ss1.U11Pt10ns pl"'Ove 

incomct, a stratified random sample win M!veal that. 

The Pu.blic Sel"'Vice sample of customer· payments did not include 

revenues fl"Olll unmet.end. sales. to pu.b11e authority custamer-s and steam 

department eustomel"'S. The. pr-oport1 on of 1ndustria 1 l"'tvettues to tcta1 

revenues sami:i1ed. was .CJ015 pen::ent 1 n Pub11 c Sel"'Vi ce • s samp 1 e. Kowever. 

the 1ndurtna1 elassification ~resented approximately 12 pe~e~ of 

Pu.b1ie Sel"'V1ce•s total sales for 1982. Asswrlng that theM! are difhl"'fflt 

payment nal!its for each customer class. Putilic Sel"'Viee•s simple sample 

distorts the number of revenue- lag days because revenues fl"OII the 

1ndust1'1a1. pu.blie authority. sales for resale ani steam de-partment 

customers in the sample were not W4l1ghted for the1i- respKtive total 

contribut1ons to total C~any !"&venues. Puclie Sel"'Viee did not offer 

any rebuttal e'l'idence to eoun'ter the: Staff's opinioi, that:. d.iffer-ent 

cust.ome~ i:lasses have, different paymen't: habits or to l"'lbu.t the. Staff 1 s 

eorrteft'tion that a. s-trat1f1ed. randcm sample 1s superior to a simple random 

sami:ile. 

Tbe Staff al.so disagreed w1tlt Publie Sel"'Vice•s method of 

ccum:.ing revenue· lag days. The nWlll:tei- of revenue lag days is defined as 

the nWllber of days bet-.een the nnd-,oint of the service· period and the 

date payment for that service. is received by the C~any. Public Service 

has determined that·the" an 43.S MIYenue lag day'li. However. the Staff 

ree011111ended that the revenue lag days be pinpointed at 43.0. Both 1:t1e 

Staff and Pu.blic Service assume that. the senice period begins and ends 

at noon on the dates that the meter is read. Berth the Staff and the 

COllll)any count the beginning and ending days of the service period as half 

da~ 1n determin1nq the- mid-!)oint of the service i:ierlod. The only 

differ-ence bet-.ffft the Staff and Pu.b11c Service's ca1cu1ation of revenue 

lag days 1s in the treatment of the day that payment 1s l"'l!Ceived. 
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The Staff :or.tends that tht payment date shou1 d not be count.eel l:>e:ause on 

that diiy the company can pu-; the fund! ~ its own w.a. !n its 1 eati• 1 a; 

~dy, ?ut>Hc Service silri1ar1y s-..ate~ that the payment tiay is not 

counted u a 1ag day. However, on re!lu':""..a1 cross-exurfnation. Pubiic 

Service witn-..ss Ke'l1y tertified that Pw:>Hi: Service's previous n:atement 

wu in errcr in 'tbat the date pa,ment is rei:eived shou1d l:>e counted as a 

.haH day. PubHc Sel"Vice, however. did net offer .any evidence 'to jus't'if,y 

why the pa.)'IDl!fft date shouH be counted u a ha1 f Clay. 

We a9""ff -tll&t the Staff's method of counting revenue 1ag da.YS b 

consi st..-nt ltlt.~ '1-;s met.bod of counting upense 1as day$. ihe Staff 

cou~..s ui,ense lag days from &nd inc1ucfing the mid-i,oint of the semce 

period t=, but not inc1uc!ing, tbe cllte the expenu ts paicL. Si:iee the 

Coflr?an,y does t'IOt have tbe use of "the funds on 1:he day 1:he -expense is 

p&id, wt date is not in::1ucit:d as an u;,ense 1ag day... tonverse1y. sine. 

the ~ does hive the use of tbe funds im the data -payment ~r 

semce is received. that ~te is not inclacled u .a nvenue lag aay. 

r>w:,Hc Sem:e coantJ :fu UJ)ense 1ag days mng 'the .same 

ae'th0do1ogy as the Staff. However, tbe Pltb1ic Semee's method of. 

counting nvenue 1ag days is inconsir..ent with its •tbod of counting 

expense 1ag days. Pubiic Service's trut:ment cf the ·ciate ?l)'ment for 

ser:vf::es r-eeeived u a ba1f "day in 'the r,venue 119 Gey rutt1ts in 

doub1e-c!i;,;,ing. If the date J)!.)"lllent fc:n- Set"Vice ts received is counted 

~ bl1f_ i reveru.ie 1ag day. ~en 'the ~ an both HMl i :rtl!1"eSt on 

those funds and HMl a ~ f1'0ln ratepayers tbl"01.1gb ini:1usian of those 

Pub1i c Sel"Vi:e enumentes three ways "t0 .count days with res~ 

to nvenue 1•~ and ex;,ense 1uds. Count the fint c1ay hut not~• 1ut; 

do net count w~fint, blrt c=unt the 1z.st; .or count tr-om the same time 
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detemine t.,e !"!!venue lag. We disagl"!!~ with ?ublic Ser-,ice and believe 

that the Staff' s method of counting revenue 1ag days is consistent ·.ii tl1 

its method of counting expense 1ag days and t.,at. acco~i ngly, its 

methodology should be adopted. 

During the hearing. Staff witness a<land did not calculate a 

speei fi c CIC re<iUi reaent for the e 1 ectri c.. gas and staam departnents, 

r-espectively, beeause each figure fs dependent ~pon the final ~venue 

incna_se authorized fn tnis c1odcet. An increase fn earnings produces an 

f nc:nase f n c:un,nt f ncome taxes which has the effect of 1owel"i ng tne C-.i/C 

requi7'91111!nt. A1s9 the earnings defideney found. by the Commission i" 

this docket affe«s franchise fees, sales taxes, and Federal income tax 

deductibility of 1ong-term debt interest. As a result of a CQmmission 

authorized return- on equity of 14.4 pel"Cant and an authorized 1"9turn on 

rate base of 10.21 percent, and after making various pro forma test-year 

adjustments, the C1AC re<iUirement for the three departments before FERC 

allocations fn the electric departl:lent is as follows: 

ET ectr.1 c depart:aent S 600,139-

Gas department: SS,310,988 

Steam department $ n.11s 

F. Sumary of Year End Rate Base 

We find that the· net year.end rate base for Public Service's 

E1ectric· Department totals $1,554,425,687 and is c0111prised of the 

fo11 owing f tems and amounts:. 

~rch 31, 1983 ETectric Year-End Rate Sase 

- Utflity Plant fn Service $. 2,149, lc8,45o 

Utility Pl ant. He1 d for FutuM! Use 1,421,721 

Construction Work fn Progress 53,233,208 

Common UtiJi ty Pl ant in Sel"'Vi ce A11 ocated 57,720,950 

P,-epayments. 1,578,680 

Utility Materials and· Supplies 102,919,492 

Cish Working Capital Requirements 500,139 

Customer Advances for Construction 26,783,598 
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Less: . 

Rest?"Vt for Depre,iati on 

Ottler Defer-red t~its -

R1~1a,eiaent C&pacity 

and Alllortiution 

Reserv.e for 

Rate Base A 1 '\ot:abd to FtRt 

Jurisdic:ion&1 Siles 

s 2.349,BSe,948 

ss2.oas .099 

113.878.810 

S-1,. e5'. 425. SB'7 

we find th&t tile net year-end rate ll&se for P,mHc Service's &as 

Depar-::mem tc~h S2S8, 112.285 and is =mpnsed of ~t fo11owing iums 

and llDOunts : 

Mareh ~,. 198l Su YHr:£nc! Rne ks•~ 

Uti1ity P1ant in servii:-e 

U':11ity Jl'\ant ·He'\d for Future us, 

CDns:M:ttion won 1n Pn>gren 

C=Don Uti1i-ey P1atrt in service -A.1locat~ 

P?-ei,ayaents 

.utiHty MaUria,s &nd SUlll)Hes 

e&sh *rting- e&;,~ta1 Reqvi,...nts 

t~stomer Advances for CDnS'tl'Vction 

Year-tnd Gross Dri;iruil ~ Rate lase 

~n: 

Reserve for Depreciation and Alllor":i:ation 

Year-tnd Net. Original tort Rate kse 

1 ~146,240.409 

16.2'13 

3,341,689 

-45,072.080 

.Z,8,119 

151,765. 

8,310,988 

__:_ r-s, 104,m2 
S ~197,713,050 

___Ji:Jg ,soo,'?65 

.L..,j!SB.1121?!5 



We f1na ~at t.,~ net year-end r-ate oase for ?uDl tc Servi ca •s 

Steam Oepar:tment tota ls $9,427 , 128 and 1s C01111)ri sed of tne fo l1owing 

1tl!IIIS and amounts: 

"an:h 31. 1983 St!am Y!ar-ind Ran 9as~ 

Uti11't'J Plant 1n se,..,1ca 

Ut111ty P1ant Held fo,. Ft.rtur-e Use 

CoMtnic:'t1on Wort; 1n Progress 

·coanon ut111ty Plant 1n sel"'V1ca Allocated 

PrepayMnti 

·Uti l ity Matarials and' Supplies 

cash Woric1ng l:all1ta1 Requil"!tllents 

Cust=aer ~vance$ fo,. Constnu:t1on 

Year-End Gross Original Cort Rata Base 

t.eu: 

Reserve fo,. Depreciation and Amor-t1a.t1on 

Year~rut llet 0rigina.1 Cost Rate Bas~ 

$ 10,.2so,osa 

7 

_ {4001) 

64,032 

7,"470 

4,145,034 

71,175 

0 

$ 

s.116.£47 
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We find -:hat the ;om!:>i'ned nn year-.nd ·rau base of the 

;om;:,rhed of ·the fellowing item and amounts; 

March 31. 1983 COl!Oin~ Year-!nd Rate 8ese 

utility Plant in semce S 2.505,&U.i23 

lni1ity Piant Held for F~re use 1,438.001 

Constru~ion w.Jn: in J>nit•ess 56,570.896 

C0111110n tttiH'tY P1ant in Semce A11cia'ted n2.m .0&2 

UtiHty +iatena1 IS?d SuppHes 107.2%2.291 

~sh WOrting capitl1 leQu1remell'tS 8,982.302 

_[32,487,971) 

Y:aar-£nd Gross Dr1gina1 tcrt Rau Bast 

Resel"'Ye for Deprecirt4cn and Amcrtiza-tion 

Ottier D!fe!"T"IO crec1-:s - Resel""le for 
R~1aeement ca;,acity 29,469,352 

Rau Bue Anoc:a~ u FtRC 
Jurisdictional Sa1~ 

Year-tnd Met Onginl1 tort tau ks.1 

https://year-.nd


vr 
AAT: OF' RrnJRN 

A. cao'f tal Struc-::z~ 

Ea.di of the four r-ata-of•r-etiirn witnesse:s fn tnis p?"C<:ff<!ing 

agreed that an ar1tnmetial medtanisa should be w~ ~ der1ve -an overall 

r-ata of -retuffl. Specifically. all rate-of~turtt witnesses Sllllllll!d the 

weighted eost of eadl eai:,ftal ategol")' tc derive ,tn ove1"111 !"ate-of• 

i-etuffl. !n der1v1ng- the wefgnted cost of eadt ca1pita1 cat..~. the 

rata-of•return·witi,esses U'tilfze<.t· the following ?1ml1c: Servi~ March 31, 

1983 capital Struc:ture:1 

cae1 ta11 zat"!.2.!!, ~ 
t.ong-tarm Debt $ 808,So4,97l3 44.36: 

PNfel"r"ed Stock 229,400.001) 12.S~ 

Cam,oiiEquiey 70l,35a,74'.r 3S.S9i 

OeflM"'td" ia.xes and ReseMres 81~.43:3 4.W. 

Tour 1!18221608116:! 100.0~ 

1llJ-. Marcus• testf fying on beha1f of the Ci t1es, ,used figures whieh 
deviated slfghtly from the other- rate of M!turn witnesus, basad on a 
defe!'l"ed tu adjustment proposed by Cities' witness Ml-. Oil'llleiel'". 
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s. Cost of !.ono-T!nn Deb-; and ?M:ferrecl Stocx 

~ p~r:y cha11 enged the :os:.s tss i pried by Pub1 i : Se:-vi ee to 

1 ong-ter:: . debt and prefe~~ . sto:1: in ':he a:iouir..s of !.36 percerrt and 

7.43 per-:;ent, resi,e~ve1y. Ac:or-ding1_y, 'dlcse res;>eetive c:orts aT"e 

adopud l>.Y 'ttle Camriuion 'in this dod:et. 

C. Rate of Reti.-rn on £cn1'i ty 

As in _-::tie part~ the parties we~ n~ in a~rrt with respect 

to tDe Pl"Qper cost to be assigned to cmrion equity. 0n the basis of the 

,..r,:or-d made in "this ;,roeeedi119, we find that 1 ~ate of ~ on PubHe 

Sr.viee·"s -rr..e be.se of 10.21 per;errt and a rate of 'l'-etU1"n of 14.40 

pe_rcent on equi~y is ftir and T"ellonable • .sufficient to maintain 

ftnanei•l inte9"'1ty, :o attl'ac:t ~ity capital fn 'today's lllUl:et: ane 

=oamensunu wi"th rates of tttu"MI ori i~ of other enuri,rises 

havinp c:o~nding l"ist.s. 

As in 'the P!-rt, the tammis.sion f-indS and eone1.udes 1:hat tht 

~1sc:ounted ·USb flow (Der) •~logy is ac:eJ>t&.b1e 1'or def'ivtng a fair 

rate of~ on =moil ~quity. ATI. of 'ttle iMe'l"'lenCT"S aftd the Staff· 

used lrinor varlmons of "the tnd'ftiona1 Der mett,odo1ogy cz,nsimng of 

the dividend yie1d J1111s v,-owth 'tC d!'teMline a recomendation fm- -ntuMI 

on equity·. The rec:cmmendatioc.s made by "'the Staff and inurvenors are u 

~11ows: 

lntervenors and Staff 

Cost of £a.sit)' ~...omendaticms 

Oividfflel Yield: o!'Wth i 
~ndeci • 

Re'tln"n on Ecui~ ~ 

Cities 10.5 4.0 14.5 

l'tl-. Sisneros 10.5 4.0 ,,.s 
P:-;.A ,o..s ,.o 14.sS 

Staff 10.3 :.S-4.5 13.8-14.8 

8rt,. wi-:nes1 S-;Q1n~t:z initia1iy :-eamnended 14.9 perer.i~; the 14.5 
per::en't fi 9U1"'! is oeri ved f~ P:-:J. ' s s--...a~r:t of posi :ion. 



PI.Ll:llic Service also used a DC.'=" methodo1ogy for the pul""i)ose of 

deriving a fair- nte of return on c:ommcn equit"J. However. eublic Servic:a 

did not use •hat came to. oe desC?"ioed during the pr-oceeding as the 

traditional OCF methodology, out rather used what ft denominatad as a 

"refined OCF methodology. • Purtua.nt to i U refined OCF methodology, 

Pub1fc: Service c:onc11.1de<1 that the proper rate of return on common equity 

wu at 1eart 15'.7 pereut whid'I rate fnc:orporated a growth rate_of 4.33 

With regard. to: the dividend yield term, thera was genera1 

a~ on the qse of i tnditfonal OCF fol"IIIUla by Staff w'itneu 

Jorgensen,. C.fties' witness Mal"CUS, and F'EA witness Stolnit:. Staff 

witness- Jor-gensen uti1fzed average yields of Public: Service duri_ng the 

thirteen week, twenty•s:I x week and. fi tty-two week periods ending January 

ZT. 1984. Averagft1f these· three time periods, Mr-. Jorgensen c:om:ludeci 

that the dividend yield was 10.3 peri:ettt. Dr. Mal"QlS used the average 

twelve--montn yie.ld. of Pubtfc:- Service fer the. ea.iendar year:- ending 

Oeceaber ll. 1983' and c:onc:luded that. the average yield wu 10.s percent. 

(Dr. Marcus also calculated a. four months avEtrage dividend yield of 10.25 

percent for Pua1fc Service-., but r-ec.ommended. that. the 10.S peri:ent 

dividenci yield ftgure be· used.) Dr-. Stolnit:, appearing for the F'EA, 

also re:ommended a· 10..S per-:ent dividend yield based upon his fnitfal 

review ot Public Service's position within the capital niarket as a 

whole. l>r'. Stolnit: po1ttted out that average Publfc: Service yields have 

been fa11fng since 1980, amving at 10.4- pereent u of February 1984, 

that long-term- fnter-a-St ratas are expected to !"Slain M!latively .stable 

feF the next 12 ta 24 and that.. A-t-a.ted bonds are· expected to remain 

stab1e or fa.Tl fn the nut. U to Z4-- months. 

!n calculating the dividend yield, Staff witness Jorgensen used 

the avenge of the annualfzed declared dividend ·at the beginning of each 

of his measuring periods at1d the annualfzed declared dividend at the end 
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of each of his me~suri ns periods. In e!.1 cu1 ati ns Pub1ie Service's stoct 

pl"'ice, Mr. Jerger.sen used the average .of the high ant! 1ow 2rtet pl"'ices 

fer ~ach of each of his 111ee.suremen't per"i oc!.s 11.nd then n,unded off the 

,Yie1c! figures to the nearest -ten l:>uis points. l>t.:b1ie Service a'ttem:Pted 

-:o sbow thl"'Wgh CM>ss-examination ·of Mr. Jol"l,lensen that his I:$! of an 

unweighted average of the_ amwa1i::eil ciec1a:,d dividend rather' than a 

weighted average cruted .a ~rd biu in :be dividend =m;:cnent. The 

use of an unweighted avenge versus 1. weighted average makes n..o 

difference in the dir.idend camponent for :he thirteen -wee!: and 1:Wen't)l-six . 
week ,Yie1ds. !=or t!XIJlll)1e, if .a .utflity had -c!ec1ared a .dividend of 44 

cents for~ ftm quarter• .and 46 tents for the second, third and 

foul"th quuters. the aruwe.liud dividend for w thi1"'teen-WeU yie1d 

(fourth que.l"'ter) i.s .$'1.84 on both 1-weigtr...ed and an unwei.9hted average. 

FOl" the same utiHty. the ttnnu.tH:ed dividend fOT' "the "tWe?l't.Y•S'iX week 

yield (third and fOW'th ~rters) i.s :$'1.84 :on a ..weighted and an 

·unweighted avenge. For a .ut'fH'ty tba't had -1 dee1.ared -divi4end :sf -44 

.:enu· fot> 'the fil"'rt, se=nd .and th.ird -qua,:ten, and 46 .:tnts for 1:he 

'fourth quarter,. 'the armualiZ!!d -dividend for 'the thirteen weet yit1d i.s 

$'1.84 on both a wei~...ed and an ~nW@igln:ed average.. Toe armuali.ied 

dividend m the :twen't)l•ri.x weet yie1d ·of thrt utili'ty i.s_ :$1.80 on both a . 

wei~ and an unwei!Jhtecl avel"lge. 

In measuring the dividend component m fift,Y•two week .)"'le1ds. 

average wiTI be g1•eeUl" than the lfflWl!igln:ed .average. tonvenely. if :be 

divioend is rai-sed cwl""'ing tM fow~ q-.mrter, 'the weighted _-avenge win 

be 1ess than the unweigtrted avenge f01" "the fifty•two week yield 

c:a1c:ulations. lt is true "that if the dividend com;:,onent is 1owel"'9.:d, and 

the pl""'i~ is heid :ons-..ant, 'then the .)"'le1d win be 1owe~. However. the 

timing of the dividend l"'tise shoi:1:1 l>e rd1e::'"'..ed in the man-et Jrric:e of 

·!he st.o:I::. Therefcr-e.. we l:>e1ieve ~ S-...a'!'f's u.se of -:ne average of one 

hun~d anc! four 1111u·l::e't prices in the fifty-two week .)"ielc!, tx>gether with 



tl'le ~nweight.ed average of the annualited dee1ana dividends at the 

beginning and ending periods has r-,:asonab1y c:aptur-ed invest.gr 

expectations as r-,:f1eet.ed in the fifty-two week yield c:a1c:ulation. 

Ac:c:ordingly. for pul"!)oses of, this docket. the Commission sutes and finds 

that a yield of 10.4 per-cent should be used for that element in 

dev•l=otng the oven11 rata• of return on c:omon equity. 
. 

Wtth ns;,ec:t to the growtn c:Ollll)onent. P'Jbltc: Serytc:a witness 
. . 

sumous recommend.eel 4.33 per-cant. Staff witness Jorgensen l'lad a 

MtCQllllleffded range- of 3.5 pel"Cent to 4~S percant. Cities witness Dr. 

Marcus l'lad a range. of 3.S pel"Cent to 4.3 percent and F£A witness. 01". 

. Stolnttz. made a 4.4 percent rec011111endation. 

Staff witness Jorgensen analyted gl"OWth 'in earnings and tn 

illl!)crted book. !ia1u• H wen as gnNth ht dividends. H0"1evel"'. Ml". 

Jor,iensen r-ec011111endeo that gMW"ttt tn dividends on a nistorlc: basts \liOuld 

oe the best Pl"'OXY for c:umnt investor ex;,ectations of gl"OWth to- be 

pr"Oduc:td.. by fcrtur-e- conditions:. The low end of Mr. Jorgensen's nnge 

(3.5%) rei:,resents. a fivt- year patum of dividend gr-owth for' Pu.1:11 ic 

Semc•;. wt'lel"HS the high end, of his range (4.5%) r-epr-esents a Un year 

avenge dividend gl"OWttr for Pul:llic: Service. Dr. Sto1nttt found that 

M!C!ftt dividend growth' paturns would support a 4.4 pel"Cent dividend 

gMMtb pr"Ojecttott, but upon cross-examination. it became clear that this 

was more than a c:anservat1Ye i-ec.omendation and. tn fact. would have 

served as the high end of a. i-ange- had Dr. Sto.lnttz r-ec011111ended a range. 

Dr. Marcus cansidel"ed growth in book value. earnings. dividends. payout 

i-att os and returns on eQut ty for 1'11 s dert vati on of the g?"OW'th comi,onent. 

Although his overall ncommendat10n of 3.S per-cent to 4.3 pel"'C:ent 1s well 

witntn the racoaaendations of Dr. Stolntu and Ml". Jorgensen. it muit be 

noUd that if Dr. Marcus l'lad linrited his analysts to dividend growth, his 

reeoanenda't1on would have probably have been in a moi-. nal"t"'0w range of 

3.59 per-cent to 4.28 percent·. 
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In deriving his prcje::t!!d dividend g~...h rtte cf 4.lS ?er::ent. 

?utiH: Service witness Bum;>us uti1ized p~jeeted dividend grt>W""..h ntes 

from three financ:ia.1 insti"tUtions: Ya1ue Line. Ar-9us and Solomon 

Bl"'cthers. we l:le1ieve that f)Ut dividend gro.,th rate patul"'ns are a mon 

re1iable indicator cf the grOW'th e1ement than fU":Urt growth nus as 

;,rojec-ted t>y three financ:ia1 innitutions. A:r:ord.ing1y, fol" ;:,ur;,oses of 

this dod:.et. the Coami ssi on S"°..aus and f"I nds that a fOI.H" percent S\"l)wth 

rate should be used for 'that e1ement in developing the over-al) ·nte of 

'l"'ei:u!"fl on :m'llOn equdty. 

T>IZI>1i i: Sel"'vi ce 's p!"tlposecl refinee! DCr methocio1e>;y c:lesenes 

c:0111111ent. !>ublie Sel"vic:e adju~ tile tndi't'lona.1 l'ltr 111!':hodolo;y for -:the 

fact that dividends ere ;,aid fol.ll" times a year l"ltilf!l" than on;:e 1 . .)'Hl", 

ani:l usumes tillt investol"S r-equi'l"e an .othenrise highel" nt&-of-~rn 1::> 

compensate 'them for the time va1ue of1110ney. ln 0"l:heT' W'M!s, "PUt>Hc 

Service's refined D...'"f" me'thoc! .usumes "that if a s:ated annua1 rate of 

i-etur-n of ten J)el"Ctftt is i-equincl .t,y .an i nvesun-, ~ "the investor· knows 

•ne wi'11 be paid dividends fo&zl" "times 1 ~Hl" ~,. ~n only 11.t "the end 

of tile yeal", tilen "the rea1 nu of l"e'l:UMI demanded by -:be investor is 

111C)M! then ten i,erc:ent becauSe he wi'11 l"!Ctive dividends ~arter'iy nther 

than annua11y. Aa:ordin.9 1::> MHc Service, "the 'traditiona.1 ntr method 

usurae.s one annual cttvidend paymen1: 11t tile end of the .)'HI" rtthel" :nan 

four C!UU'"tel"1.Y ciivioend peyments til!"OUghout "the year. ·sinr:e, in fact. 

dividends aM: paid quar:tel"i.Y -rttilel" "than annuai1y, ?ub1ii: Sel"'Yic:e 

minuins that traditione, I>CF underr'..e.~ illVes:tcl" ?'eCll,l'f l"ed T"eturn, 

because an inveS"°..01". ,-e~res ·no"t onl..r a S'tl~ IMll!.1 nte of return "Dut 

a1so tile ack!i1:iona1 l"etur-n derived from the 'time va1ue of money whi.d'I c:an 

tie '!"ff1tzed th?"Ough nirrves-=ient. ihis is 'the fir.st time 'that 'this 

re'fi ned J)CF methodo1o;y hes been presented 1::> this C0mtri ssi on, and "h1l1ic 

Sel"'Vi c:e did no:t dei:ioTtStrate thl't ac-..ua1 i nvU""..Ol"S • or i nvest:ment advisory 

se:-vi::e.s, l"t1.Y ~on a so-::e.iied nfinecl ocr metnodc1o;y in meuu:-ing 

inves-..o:- ex?e::Utions.. The traditiona1 DC:!' methoco1ogy ;,M>vides I! fai1"1.Y 

sim;,1e 'f0'1"'1D!J1ation that 112y be applied etsi'1Y .by inv.es-..ol"S or inven=nt 
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houses. The?"!! is no evidence that' an investor or investment house 

!X!)eC't.S a regulatory l:l<ldy. such a.s this Commission. to utflf:z:e the more 

c:cmi:,lic:ated fol"fflUlation p~posed l:ly Public: Service. In any event, we 

belfeve that the r-efined DCF. methodology has a conceptual fiaw. ine 

M!fine-d. ca builds into the dividend c:alc:ulation. as indic:at..""d above. -e.~e 

time va1ue of 1110ney for the par-t. of the year the i nvest=r has usa of the 

divfdend. The inves't:lr has use of the ffl"St quarter- dividend far nine 

months·fr-om the day the dividend is l"K&ived, of the second quarter 

dividend for six mcnths., and of t.ie third qua~..er dividepd- for three 

mcnths-. The !"&fined ca method. compensates the investor- for the amount 

equal to tne. dividend paid. plt.lS the amcun1: which could be earned th~ugn 

r-einvestment of dividends. 

When the. invenor- has l"K&fved a dividend from Pub11c Semee he 

is f-r-ee to spend the dividend in any manner he chooses, or he is free to 

reinvest the dividend fl"Ollt ?uolii:. Semc:e fn s0111e other manner suc:h as 

de,:x,siting it fn a bank or r-einvest1ng in Public SeJ"Vice stock. If an 

investor- J"einvests 111 s dividend i rt Public Service st4dc, then the 

ratepayel""S are obl1gated to pay a l"&tunt on that reinvested dividend. 

However•. if an investor· reinvests nis dividend irr a bank,. then it is the 

bank and not the Pul:IH.e SeJ"Vic:e ratepayer- that. fs M!qUi'l"ed to pay a 

rtturn on that. r-einvesta<t dividend.. We agree with Staff witness 

Jorgensen and C1 ties wi tnes.s Mareus that the n!fi ne<.t 0Cr wou1 d r-esult in 

double compensation for investo'l"S,, once through the allowed ra-te of 

retur-n to the utility, and a second time by including the r-etul"'1'1 for 

~investment on dividends. 

Finally. we al""e of the opinion that if investo'l"S, in fact, 

M!qlli" a greater r-eturn that that which would be supplied by uti1i%111g 

the traditional OCF methodology, that. wiil be acc:omplishe<.t by the 

downward adjustment of the market pnc:e- of the stock "sulting fn an 

incnase fn the rate of "turn. The downward adjustment of the price of 

the stoc:x wi11 increasa the expeete<i dividend yiel~ and the?'1!~Y c:ol"'T'1:!Ct 

any understatement resu1ting f"l"om t.-ie application of the traditional Der' 

methodology. 



0. Th! C:,lffl)osite CDst of ea1,-1~1 

~..el'Tllination of :ne C:Clll?OSiU c:ost of c:api~21 (when :ne nir 

:-ete of ~tuMI on equi ty hu ~n set) is eui1y derived from Pw>Hc: 

SeT"Vi c:e 's c:api ~ i s~etll!"e and the eost of 1 ont)-tel"lli debt, p,-efeJ'!'T'ed 

s-..oek and =mon stcct. We -find ine composite C:Ost C>f ~pi'tl1 for Pub1i C: 

Se!"ViCt is 10.21 pe~ent derived u foi1ows: 

!me_: C~:i: ·COMPosm ~ 

Lon; Term Del>t $808 .564 ,97B 44.36 8 . ..36 3.71 

Prefen-ed Stock 29,400,000 12.5.9 7,.43 .94 

CoalDoi, £qu1~ 703,358,747 ·38.59 14.,40 S.55 

Defe:-red iaxes 
and Reserves 81 .284,438 ~ () ~ 

icta1 s, .822,608,163 100.00 - . lUl 
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REVENUE REOUIRE:Ms:NT 

In order to deter.nine the r-evenue r-equirement. it fs necessary to 

deter:nine the required net operating earnings based upon Public Servfce's 

net rate- base. We have found that the pl"'Oper rate of return on tha"t rate 

base is l 0. 21 percent, and the proper return on equi"ty is 14. 4 percent. 

Thfs means. that the required total authorf:ed net operatfng earnings of 

Publfe:. Sel"Vfca- are: $ 196,232,537 (.$ 1,.92'1 ,.965,100 times 10.2'1 percent • 

$' 196,232:,637). 

It h necl!5sar,- to subtract. the pl"'O forma net operating earnings 

of Public: Service· in the test year, as adopted herefn, fMm the required 

. net operating earnings in order to detel"'llline the indicated net ~perating 

earnings deficiency. Certain adjustments- to detel"'llline the pl"O fonna. net 

operating ea.rnings of ?ub1ii: Service for the test year have bffn pl"'Oposed. 

which proposed adjustments a.re dfsc:usse<t below. 

A. Advertfsinq 

Tbe Ccllllission allows, a.s a proper ratemakfng ex;,ense, 

advertising that is. related ta. five ategorfes: c:onservation si,ecific:, 

insulation, safety, ~•rgy consarvation audit', and c:cnsumel"' services. 

Only intervenol"' Sfsne~s al"gtled that the ~ssion should disa11ow 

$448,800 fn safety ac:ts·and $202,..2SS in dJJpTi<:ata ad costs for ads 

il!)pearfng 11110re than onc:e and whidr are not included in the safety 

c:atago1":f. Alternatively, intervenor Sisneros tn""ged that the Conmrission 

dis.allow an <:osts- of Publie Servi~ advertising on the basis that neither­

Pubii<: Servi c:.e witness Mi dwintel"' nor PubH <: Servic:e witness Pi erea cou1 d 

testify that the ads met the Comrission's- standards for inc:lu.sicn of ads 

as appl"'Oprfate ratema.lc.ing ex;,enses. 



The Commission has ~ill!lined all ef the advertising sul:mrit"'"..ed by 

?ub1ie Service in this docket, and, except ·u hereinafter noted, we·find 

that MHc Semee's advertising u:;:>enses uaeeu the c:T'iteria for 

inclusion in the a-:egories of ai1owed advertising eXJ)enses as above 

en1.11erated. i>ublie Sem·ee ctid not submit a ccpy of the ac! in the 

et1nsumer services ateiOT')'·on Page 95 of £xhi!>it 23 which ad =rt 

$'11 ,039. L'il:.t!Wise, i>ublie ·Service die! not Sllblrit a ct'IP.Y cf the acl in the 

safety ate901':)' on Page 40 cf !xhibit 23 whic:h ·ad cost $1S6•. We a1so fine! 

that w ad c:on--..aintd en f>ape 80 of ·Ixnioit 23 in the ine!"!ZY tonser-vation 

Audit Category. -which -ad =sts $4.373. ~; d not f)l"'Uerrt iml"IRtion "tO the 

et>nsamer which fa cf any t>eneficia1 :va1ue. Accol"'ding1y, we agree that an 

adjustment in the advertising upe~e of S1S,798 shou1d be made u a 

deduction f1"0ll'J l>ubli:- Service's. actYe1-tising ct'lst iif service. 

B. :'.dison E'leetrie l1'1Stitrte CE!) Media Advertisino 1>1-ogrn 

Staff .witness :Stee1 e ade .a negative 1C!j1;1S'tllent ·of .:$47.,.%39 'l:C 

Pub1ie Servi c:e' s :eiectri c de;:ial"'tmerrt •clmi11i:stnti ve .and 9tnera 1 ·ex;,enses 

net operating earnings "l:C disanow certs ·fer "'the m 'llledia advert'ising 

J)T'Ognm.. .we .1gree 'that the 1i111 of "'the .to -.dia .advertising -;,rogr.a is a 

n11ti omri Oe marketing 'P1"09'1"UI .whose goe1 is 1:0 .tiocrt the .corp01"1te 

J)M)fita.biH't.Y of uti1ities by =,nvineing CUStcmle!'J "l:C .a1'te1" 1:beir -;ower 

habin:. ~ as,-ee that such ==munication l)T'Ogr.1111 1111 J>t cf .benefit 1:0 the 

inve~..or •. but we do not .believe 'that 'this is 'tbe "type cf advertising that 

snou1 d bt funded by r.atepayer eon an. A::wdingi.Y. we. flnci that the 

S:aff 's nega-:ive acljus=en<t in the amoimt of $47 ,239 shou1 d be ~aopteel. 

c:. tt! Dues 

lntr.venor Sisne:-os reecmends that the tom:rlssion 11isa.How 111 

of the dues J)a:ia·t,y Put>H1: Sel"'Yi'Ct 1:0 ~l on w l)uis -:hat the 11110unt of 
-

any of tf!e money s;,e.nt 01'1 pamc:v1ar ac:-:ivities and 1:he C:01"'l"es;,onding 

benefit to r!tepeye~ usocriated with partiailar m act'fvit:iu was not 

quan'tified by ?ll:)He Semee- witness Bauer. S'"'..aff ·,rH:ness Suele made a 

neg11tive act,us-::i:ien-:. of sso.~7 to 'the ele1,.t.r i:; de;>ar-::ment adminiS't'l"'atiYe 



and gerieral_e.xpenses to ac:ount For 25 pereant of ?ublic Ser1ice's r-equest 

for Ei! dues. Ml-. Stael e bas~ this adjus,:ment: on a Staff suoco111111i t"'...ae on 

accounts :"!port of the ~a't'fona1 Association of Regulatory Utility 

ConlrissioneM (~UC) which reeomended t."lat 25 to 33 percent be 

disallowe<i for W dues because En did not quantify the dollar amount.of 

rate,>ayer- benefit: associated ·itith lobbying and legislative expenses. !t 

was explafned that various sute CQlll!ris.sions have dlosen various 
-: . 

disall0\1111.ftCe. amounts. S<lme sutes have disallowe<t 100 per-atnt of ~I 

dues; othef'1 have disallowed within the 2S to 33 perc:ant di_salTowance 

range M!Coaaended 1:ly the MAR.UC staff suoc:ommf ttee on- ac:C:lunts. 

Ac:cordingty, fl't this dcu=et:, the Staff i-eecmmended a conservative 25 

peM:ert disa11owance. Unti1 such time as the expenditure of m. dues h 

mo" definitively quantified between lobbying of Congress and other 

F~nl agenci~ on the one hand,. and other pl""Ograms which are of mol"'! 

direct benefit to the ratepayer-, the Commission believes that it is 

appropriate,. in tnis docket:,. to disal1ow 33 peM:errt of the EiI dues 

payment requested by Public Sel"Vice.. Ac:=l'"dingly. we shall make a 

n~tive ad.;fustiaen-e fn- the amount of- $67 ,05% which fs 33 pe?"Qnt of the 

test year" ntemaking: dUes requested by Public Service fo'r paymen-ts made to 

m. 
D. Comanche TU'l"!:>ine Generator Overhaul . 

Staff witness Sullmers pl""Oposed the disallowance of SlOIS,675 of 

• openting ex;ienses a.ssociated with the tul"'tl;ne-generator overhaul at 

Public: Sel""lice.'s Comanche generating unit. In November- of 1981, Public 

Service issued a r-eques't for bids l"'l!gar"ding the tul'tline overhau1 at • 

Coma.nc:ne whidl was sche<il.lled to be perlormed fn early 1982. Sh: c0111panies 

submitted b'fds fn response to thfs l"eql.lest. Public Sel"Vice awal'"ded the 

cont1'act ~ Stearns-Rogel'" Engineering- Corporation (Stearns-Roger) of 

Denver on February a. 1982. The Publfc Service contract with 

Steans-Roger was.a cost plus o:intl'act whidT had no upper dollar limit and 

no. penalty for failure to com;,lete the projeet in a timely fashion. With 

a cost-plus contract, the contractor could be temptad· to increase the 

p~ject cost since his p~fit•is a flat percentage of all costs. Public 
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Service's 1"!.jec:-:ion of the other bids which we~ an 'fiMll ;,riet prt,posa1s, 

some of which had bonus/pena1ty c1a~ses, and its ai::e;,-:a.nce of the 

Stea!"ns-Ro~r eos-::-p1 i:s bid wu :ontrary to i u own bid recrues't whi eh 

s-:ated, •a f~xed price is pM!fer-red.~ 

P-t:t>1ic Service en1iat..-d cn1y the two 1owest bidders, 

Fcster-whe.ier and .Stearns~ger. rostel"-wheeier wu reje=ted because of 

its per-cti Yed 1ow man.hour es'timate • 1aek cf experience on Werti ngnouse 

machines and the fa~ that it had nt"Yer pem1"Rd 1 IRjor 1abol" contraC"t 

• for Public Semee. •TheN wu TIO indiation that the ether fil"III$ cou1d 

no-:: ·have done the job.· 

In Exhibit 77, Mr. Smmiers caicu1ated the .llllrgiu usoc:iated with 

eaeh bid. The 111u•gins shou1d ecver the eo~..s which an incurred by the 

=arpany such u office and fie1d overhead. -:.oois••rigging and expenclab1e 

supplies, cut-of-pocket e;pent.ti'tUT'eS, other expenses. and 1)!'1:lfit.. ln Mr. 

Summrr-s I s crpi"ni on, the S"tHM'lS-Roger margin #f 14 -percent strted 1 n its 

bid -wu unreaHst1c::a1l.r iow~ when compared -:.o the other tidciers' 111rgins 

cf 30 ;>ereent to 60 percent. ln fa:t·, Stel!"ftS•°Roger wu pai Cl .a •1"9i n cf. 
. 

53 penent.. J.1so, in Mr-. Summe!'-s ·opinion, the S-..e&ffls~ger emmated 

1&:1cr man--hoUT =~..s of $?4.821 per hor. •l!IU unreaHstfaHy 1cwer ""l:han 

:he other bidclers' man-hour cons -which n.nged f-1"0111 SZS.901 per ·hour :to 

S42. 72.7 per hoU'I". It wou1 ci !;:>petl" that both 'the St&a!"ftS•Ro9el" 1111.r-gi n .and 

'the es'tiaud 1abor 11111'1-hour cons tended -:.o show 'that su1n·ns-Roger my 

-have atumpted to underbid the 1)1"0jec:t.. 

lt, a1so !ppetrs t:l'll't Pw>lie SeMie.t wu 1ess th.In di1ipent in its 

adlltinir.;r&tion -of the suerns-Ro9!1" contract. ihe Ccmanc:he unit was taken 

wt of Se!"Vi:e on li'areh iz. 1982 for the 't:ln"bint ovmau1 and mai::-'...enanee 

wo!"k on the bon,r. The wc!"k was s:hedll1ed for ecm;,1etion on AJ,rl'-1 24. 

198?. However~ the uni-: wu m.rt aeiuan,y re'tUl"Md to seMice im"t'i1 May 

u. 198,. 



lbe steam turbine generate!" inspec:fon repor: (Exhibit 74} 

indicates that Stearns-Roger did not pericrm the job in a satisfac::-.al"y 

manner. Ac:erding to. the ~pol"'t, the contractor had difficulty in the 

disassembly of the turbine genel"atcr, mistakenly began tc disassemble 

pol"'ti ons of the tul"l:ti ne genel"ator, dropped parts and taols into the 

tur!)ine. and had difficult'/ in the use of the tools. Even ?u.blic 

Semce's manage?' of r-evtonaT pl"OdUct1on sta~ that the Joi) was •pocriy 

planned and poorTy exeaited. • {Eidtibit 73) 

An audit by the Staff of the Commission disclosed.that 

Steal"ffs-Roger' s home office pe?'SoMe1 b111 ed. in excess of 700 man hours to 

the Comandle· tur!)i ne overhau 1 <:empared tc the %0 man-hcu?'S es'timated f n 

the bid prt)posal. • Publfc Service allowed the final pl"Oject. cost tc 

oven-un the original estimate- by $377,ZlS. Sued upon these consid-

el"a'ti ons. Staff witness Sumlle?'$ r-e1:ommended di sa11 owance of S1 OS, 575 as a 

!"lltel)ayer expense whiciT fs the difference between the highest rim price 

bid and the tfna1 east of the overhaul. 

On acs.s-examinat1on-, Mr. Sume!"1 indicated that Public Sel"'Vic:e 

had not prov1ded hill with any dor:wentat1 on whicit wou-t d make him quest'! on 

whether the othel"" ffrm pria bidders, otne:r-- than Foster-wheeler, were 

qualf ff ed to perlcl"'lll the overhaul . Ac:crd1 ngly, f ntel"'Venor Si snel"'Os has 

suggested. that. Mr-. Sl.llllme?'S' recommendat:fon, which bases the adjustnent on 
. 

the highest fi?"llr price bid of the qualified bidders rather than on the 

lowest firm price bid among- qualified b1dde?"S, shifts the l"isk of 

imprudent choice of biddel"'S'. from the Company tc the ratepayel"s. 

tnteMenor Sfsneras contends that the ~ord. fn this docket indicates that 

Public: Semce had a fir.n price from aaocock•Wilson of $380,129 and that 

thel"t is no evidence in the record to support a rejection of that bid by 

the .Company. Accordingly, fntel"'Venor Sisneros submits that the propel"' 

adju.stnent fn this <:ase- should be $289,7?5, which is the difference 

between the priea paid of· $SS9,8SS and the 8a.bc:oa-Wi1son bid of $380,129. 



On ~ss-..xamination of M:-. Summers, it wu brought out that 

S61 _.000 was Sl)!!lrt on non-dest:-ui:tive testi1lg which wu outside of the 

sc:ope of the bid re~est.. We ag,-H with intel"Venor Sisne!'1)S that the 

u1timate adjustment whieh should be mael! is between tbe u1timatt cost and 

the 1owest firm pri ee bid, ra!her than the u1timate cost and the highest 

fil"'III i:,l"ice bid. However, we beHeve tr.at ~ m ,000 whic:h wu SJ>tnt on 

non-dest-u~ve testing, wnieh wu tbe or..siel! 'the s=i:,e of 'the bid 

i-eQUest, raurt be dedui:ted from the ultimate price J)&id. Acc:cMfingiy. the 

Commi.ssi on adepts an• acfjustmerrt in the amount of ms.72£ !.$659 ,m -
S51.ooo • .ssos,m - .sJSO,12S equals ms,726l. 

t. COllrDU--..ztion of Ar-UOC Rate of bturn 

The Cities p~sed that AFlme, for pn, fol"'lll! ratemaldng 

Jm!"'POses. be cmn;,uted at the authorized -rate of retln"n in this dcd::et. 

Ci't'les wi-::ness l>i'T'llltier- testffi~ "that fti1ure 'tc adjust MUDC incme, 

• where the nte of n'tm"n is lower "than 'the rate of nturn autnor!:ed in 

w J>Ut proceeding. wi11 ?"tSUlt in PubHc.Sel"Vice .und!!!"l!l:'Mling on i<ts 

CW'IP bt.1 anees ,.,....er the test year. 

In deter-minirtS how 'to treat tlrl!P, the tommission must ba1ance -tne 

interes--..s of the ratepayers with thon of the .invertol":S who have Sl,lfJfJ1ied 

the funds tor sud\ constMic:tion. The investors al"f! requii,d tc su;:ir,i1y the 

11:!nd.S fo.,. c:cns-..ruc-:ion and to pay the usoeiated .c0S""..s necessar::r to 

finance ·tnat cons-::-uc:-tion during the construc:-tion J)triod. The invtsto'l"'S 

ai-e tntitlecl to HM'I a T"tturn on the funds =mmitud 'for tho.se PU'!"'POSIS, 

The ratepayers, however, t:i0 not i,ceive the dire=t benefits of new 
conr.:rvction lfflti1 the J:11"'0J)e1"ty is placed in service. iht1"1!fore, the 

ll"pumtnt is made ::nit w :-atepeyers Should not be required 'tc pro:vide the 

investor.a re'tln"n on the c:cns<:ruc:-tion t:io11ars advanc:ed b.r the investors to 

finance the const-uction unti1 the =nstructi on is !:)1aced in stl"Vi ct. 



!n order to allow the Ccllll)any an opportunity t~ earn a M!turn on 

Funds invested f'or c:onstruct1on worit and ar the same time llehr payment by 

the rataf)ayers of t.'tat r-etum until such time as the plant is in sarvic:e. 

an accounting ent:-y is made on the boots and r-ecords of the Company. 

The accounting entry takes into account the associated costs of 

financing the construction incur'M!d during t.,e construction period by 

including AFUOC in C:WIP. This incl"'laSes the size of the jnvestnent upon 

wh1 ch the Company can Nm a ret1u•T1 and: recover depreciation costs in the 

future as the- construction worit 1s placed into sel"'Vic&. 

To prevent: the • 1 nvestor from earn1 ng a curM!nt M!turn on the 

construction costs. supplied by them,. another accounting entry 1s made to 

credit AFUOC to the- 1nc0111e statement. The net effect of the two 

reciprocal accounting entrfes is, to a s!Jl:lstantial degree, to defer­

recovery ~f a retum on the. construction dollars pl'"'Ovided by the investor 

until the plant 1s· placed into sel"'Vice. It should be noted, however, that 

to- th• e:rtent the- rate of r-etum authol"i?ed for- the utility is in excess 

of the rate at wltic:h: AFUOC ~s: charged. to construction;. to the .ex.tent t."lat 

ap1ta1ization of AFUOC 1s de~ayed on a booting basis; to the e:c-....ant 'i:hat 

AR.JDC is. not capitalized on small construction '-Orie; and to the extent 

that. AR.JDC is not ap.1ta11?ed on previously accrued AFUOC, there. is an 

imbalance- or: slippage wlt1clt in fact requir:es current ratepayers to pay 

some return on the investor-9rovided construction do11a:-s for future 

plant. The- fact that a r-etum on a portian af- the needed canstruction 

expenditures advanced by the 1nves.tor is being pa1¢ for by C:1.trM!nt 

c:ustomen enhances the- cash flaw pos1tian and resulting. financial stl'""ength 

of the utility, and may nsult in lower financing costs to all ratepayers. 

atl"l"'1!nt and futur-e. It also results in a lO'Wel'" value for the total 

investment moved into rate base upon wnic:h ratepayer-1 wi 11 'pay a rate af 

l"'!tum at the time that the plant is placed into sel"'Vic:e. 

The balance of the Mttum on c:onstruction dolla!"S advanced by the 

investor ari~ing from the indicated accounting entries is borne by Future 

ratepayers who wi11 benefit from the plant being c:onstl"'tlcted. 
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In ac:cercianee ~1th Colmission policy, ~ub1ic Sel"'Vice ~s applied 

t.'"le hst authorized rate of M!tu':"n U> the Ar-UOC "acid bacit • rather than 

ap;,lying tile newly ur::hori:z:ed rate of return, whether it is higher or 

1ower 'than the 1ast authori:z:ed rate of reuini. When a new rate of return 

on rate base is a~..hor1zed, u i't wi11 be by this deeis1on and order, 

Public Sel"'Vic:e wi11 use -:he new rate of l"'e'l:Urn on rate base u -:he =oJ'T'Kt 

nte to be app1ied u the Ar-UOt add bac:t from the effe=tive date of this 

deeision forward. Mr. Dirmeier testified in Pub1ic Se?"Vice't. lan rate 

case on behalf of AMAA. lnc:.• in which he also advo:::attd that the Ar-utlt 

rate of return be 'tied 'U! -:he new nu of l"l!turn. rather than the 1u-: 

·rate of nturn. a position which he ht.s reitei-ated in tnis pN>~cling on 

behaH of the tities. The Comission is no't penuaded that 'f:'t shou1 a_ . 

c:!e~ate from its tr.aditiona1 J)01iey which ~ been .articulated above, and 

whi~"i ~ bet:n a;,p1ied 'tC Cllil'-'. although. 1n 'this ,:irocaer:fi~. unlike 

-previous J)M>c:eedin9s 1 utiH:ing the new11 uthorized rate of 1"!'brl"rl wuld 

l'tSU1't in a somewhat higher ~venue nqu'IM!lllen't. 

F. Interert Enense Svnc:tn-t,ni:ition 

Tne sync:hn,ni.zation of in-..erest expense wu apain an issue of 

c:or:i:roveny in this Clod::et. A.)though Public :semca J)1"'0J)OSed a year end 

rate t>ue for revenue r.-equir-ement J:)UJ";)oses, 'the Company t:01111)uted its 

i r..erest ui,-..nse on the l>ui s of an avenge ,-ate we. 'This 1111thoc:!oi OS)' 

.9eneni1y bu ":he effect of c:!e:ret.sini i:he irrt:ei-est tled.uction for 'in~ 

tax p111"l)Oses. which in 'tUM'I, dec:re.ses ·net operating eaT"llings and ieed.s ~ 

a ie.1"'9!!" ~venue i-equil"'eSllent•.'The .Cities wggested that the il'l'te-'rest 

«xpel'lSe l>e syndll"Cni:-ed -W'i'tl'l .wl'latev~ rite we (.year end or average) -wu 

acioi:,~ by the Commission in thi.s p,-oc:eeding. ti-ties Wi'tness »irmeier 

contended tl'lit ntepa,yen shcu1 d not l:>e recµri red ui =ontr!bu-..e ~v.enues u, 

!he Company on ':he be.sis of a yea1" end ~enue requirement -when the 

C0m;lany does not ;:n-ovicie _the ntepaye~ with the fuli benefit of the 

i r.'tel"'en cieout::i on by ca1::u1 atin; the same on tne 1>1si s of an aven£1f: rate 

bue. ln sho~. -;tie Ci"ties ~n:enc:!s thtt this inherent ::risma:t:h is one 

siaec in f.avor of the Compaey. 



aotn Publle Service witness Mi¢winter and Staff wit.•uiss St.-ela- -

used average rate base mu1tiplied by the cQ111Posite cost of deot. ae ag?'1M 

lrrith Pub1ic Servic~ and the. Staff fn t."lis regard since the use of ,,ear end 

l"llte basa cleal""ly fs an attrition alleviating allowance and is not used 'on 

any ?reUXt t."lat in so doing one appropriately matches reve."lues-, expensas 

and investnent. tn detel"l'll"ining the inte?"est annualintion, one is 

intel"Utad in the match between the average investment and the tax 

de<mct:fbfiit'J of the fnta?"est tx;ens• tncurred in connectfon with that 

average investment. nius. it is clearly ap;ropriata to use: average rate 

base fol"" intarest,annualUat'fon pUJ"'POses even though· year-@nd rate base fs 

u~ for revenue requirements PUJ"'POSes. The- canmrtssion would reiterata 

that our treatment. of the interest expense synd'lronization fs the same as 

we adopted in t&S' 1525. 

G.. Ncnnaliut'fcn of EJeetric: Sales-

Cities witness. Dirmeier proposed to increase test period l"9venues 

by the incremental revenue attributable to an additional 2Sl ,000,000 

_kilowatt hours. (kllllft) which _14r-. Cirmeier claimed would bring c011111ereial and 

industrial sales to a normal level. Public Service witness Midwinter 

testified on rebuttal that the incremental revenue should be measul"ed by 

deducting from the inCl"l!mentaT rate the base fuel cost of 1.821 cents per 

kwtr, which reflects the minimum cost incurred by Public: Se?"Yice fn ma.Icing 

additional sa1~. Sud'! an adjust:nent would be in the neighborhood of 

$500.000 rather than the .S.S..7 mfllfon reeomended by Mr. Di?"llleier. In any 

event. the Coaission is net c:onvfnc!d. at this time, that any sfgnific:ant 

or tzseful puJ"'POSe would.. be sarted by the eeonollric: (as opposed to weather) 

normalization of e1eetric sales~ unless there. are wide s;,ings fn electric 

sales caused by unusua.1 circumstances that a1"!/! not likely to be l""!peated. 

H. Tax TM!!tment of Contnbutions in Aid of Construction. 

Cfties witness Oirmeier l""!e011111ended that contributions in aid of 

const:ruction be excluded from Pu.1:>lic Service's pro for:na fncome tax 



C::mt:)U':a~ion. ln add~":ion, Ml-. Oi?"IDSier r-eecm:iended tile inciusion in rate 

b~~ of aefel"'l"'l:'d taxes th!t resu1t f!"'tl!ll this adjust::aent as an irn:'l"'etse in 

the balance on which Public Service is granted the oppo~..;inity 'tO earn a 

rate of re<;urn. Mr. Dir111eier's objemon to ?u!:>lie Service's approach is 

that the Ccllq;any, by inc1i:sion of the n.7 ll'li11ion of ::ontributions in 

taxable· inc:ome, produced a Si.2 llli11ion incr2tse in i-evenue requirements. 

A:a>rdin9 to Mr. tnrmeier, Pub1ic: Service's pl"O;,osa1 -wou'ld a'llow it to 

col1ee't a SS.7 llli'l1ion cont.-ibution in aid of :ons-..rue'tion m:.c rate;,a_yers 

and then arn addition11 .ss..z mi1Hon in l"'evenue r-ec;uiremerr"..s because of -tax 

t--eat:llerit of the coliemon. 

During the test J)eriod, ?ul:>1ic: Service received a.pprcxiraate1y 

S!.i mi'liion of contributions in aid of constr.u~ion. Put,1ic Service nu 
in i'ae't ;>aid income taxes on SS.4 llli'l'lion of that. l3.7 mi1Hon .amount. As 

to -t."ae nmaining .$4.3 mi11ion, ?ut>Hc Service i.s 'taking 1:he ,.-.,ance with 

the lr..e:-na'l ievem.ie Service C!RS) wt that UIOUflt is nat taxl.b1e 

{a1':hough the IRS is makin.9 an issue of this nationa1l_y). • Public Servit:e 

is ac:nzing 'tl.Xes on its .bool:.s for the .$4.3 llli11ion and is "tl"tlting 'the 

amount u taJ:Able for rttemt.king purJ)oses in -the event 'thi't. if it is not 

sui:cessfu1 with its case wi':h the lnterna1. Revenue Sf:l"Viee tin this iuut, 

. it wi11 have the -::u d011ars naila.b1e to pay the IRS. We agree that it 

is eertain1y .appropria'te fol" l>ub1 ic Servii::e to include for ntemali:ing 

puT"J)oses 'the taxes actu111y paid on the SS.4 llii11ion. We a1so b:e1ieve 

':hat in .ol"'Oer to PMl~ i~e1f in 'the event it is unsuecesifu'l es to the 

.s.t..3 llli11ion, ttie ineli:sion of tues on 1:hat amount is also p!"Oper. 

If ?ub1ie Sr.vice Clges preve:i1 in its 'tU dis;iute with 'tht lltS 

and 'the tum is deemed con-'t&X&b1e, ?ub1ic Service Iles apreed to 1111.k:e ~ 

adjustment to its a=rua1 for income -taxes which wiH bene'f11. -:he 'then .. 
c:un-ent :•tepeyeri. r=st of wh0111 wi11 :.e the same u tocily '1 nte;>a.Yt!"S. 

ln 11.ny event. ':he Commission recognins that it is imp0ssit1fi -;c have a 

perie:t me:-:..-+. between gener-e.tions of rate;>aye!"S where tu questions are 
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The Cities claim that ?ub1ic:- Service's tax tr!at:nent appreach on 

contributions in aid of construction r-equires r-atapaye!"S to contribute 

Si8.9 nri11ion as opposed to the S2.S- nri1lion first year revenue 

r-equil"'elllent for an asset that the Company might have bui1t itself. ine 

S18.9 r.ril1ion pr-es1J111ably is al"'l"ived at by adding t."le 59.7 :ni11ion 

contl"ibution to the $9.2 m'i11 ion in~me tax revenue requirement. 'inosa 

ratepayei-s involved in- the former are, of ~ul"Se, significantly_ different 

f'l"Olll these. involved in the 1~..ar, i.e., the ratapayer-:making the 

~ntributi on is not necessari 1 y the same ratepayer paying the taxes. In 

any event, Cities: witness Dirmeier acknowledged :hat the revenue 

r-equi M!llll!nts over the 1 i fe of an asset bui1 t by the Ccmpany wi 1:.i, a 

corrt?:ibution wou1d be less than the revenue requirements· of a s~Dri1ar 

asset bui1t without a ~ntributfon-. 

A1so, what. Mr-. Dirmeier has done-, of COUl"Se, is to advocate 

certain se1ec-tfve normalization- of the book•tax timing differences i!'l 

those< instances that r-esult· in reduced revenue r-equil"$1ents. However, as 

most of the parties. are aware, the Comission· has- not adopted 

caaprehensive normal_izatfon of boolc•tax timing ctifferences.. Sfnce Mr. 

Oirmeier's proposal-with r-egard to the tu effect of pei-sonnel benefits 

fsp fn effect-, sele-c:tive nannalintion which only runs in one direction, 

ft lri1T not be adopted by the Cenmission. 
-r. Treatment of Tax Exoense for Fort St.. Vrain Oecorrmissioning Costs 

Cfties' witness Dirmeier also proposed adjustnents related to the 

appropriate treatment of tax expense for F"ol"'t St. Yrain decommissioning 

costs. :.tith regard to this expense, ?ublic Sel"'Vi~ current1y is c1ainring 

a tax tieduction on its income tax M!turns for dee011m1ssioning costs. 

Cfties' ·-itness Dirmeier contends that in- computing its pro forma taxable 

income, ?ublic Service does not pass on that benefit to the ratepayers 

thl"'Ough a tax deduc:tion for its decommissioning expensa. Mr-. Dirmeier 
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claims ~at the effer:t of !>ub1ic Service's ratemal:ing tre!tment is tc 

.:narge ::ust.omers twice for der:::,mni s:si oning ex1>ense. In other woi-es. 

ac::0l"din9 to Mr. Oinneier, r!tepayer-s u·e eha.l"ped 'the c:!irtr:t incree.se in 

e.x:i>ense fol" decommissioning of $759,000 for the test year in addi'tion tc 

~es be--..ause the exl)ense i s not dedu:4"..ecl for ;,ro forma tax ;,ur-;,oses , 

1e.ading tc an incnue in revenue requil"Slents of S'l ,499,000. Mr. 

Dil"'llleier- further- recommended an adjUS'tlllent to dea1 with Publie Semce's 

simi1ar treatment of this tax expense in the pa.rt. He recOlllllll!nded that 

excess amoUlT"'-S eo11ei.-..ed in ·tne pa.rt, due 'tc fai'1ure J:!1"'0l)er1y tc M!flect 

UIWDO~Ud e,:~ be included as a nte l>ue deduction in this docket. 

This rtr:cmenclition. wo~1.d inc::l"H.Se o'f)l!n't'ing income by ms,ooo and reduce. 

rite base by .SZZ7,000. 

Tne CO!llllission fincls wt the issue nised with rts~ to the 

Fol"'t St.. Yr!i n test per'i 0d deeommissioning expense is ana109ou 'to 'the • 

.s:4.3 mi11,ion ;,ol"'tion of con~bUticns ill .aid of :onstr"Ucticn discussed 

above. FVl""thenm:n-e, -wi'th respec't '.tc 'the -pr'i~r period ~elation, Mr-. 

Di!"'llltier actnow1edped that· 0Yer 'time the ntepayen win not be charged 

through Pub1ie Semce 's rates 1m)N :than the &J)J)l"OJ)r'iate nount of tu.es 

related to 'the decommissioning ex;,ense. ln the me:1uttime, of course•. 

J>ub1ie Service II!.)' ac:tua11y have tc pay 'the "taxes in 'the event that it 

fans tc s-us--~in its -position with 'the IRS. A.r:c:ordingly. we wi11 not 

adopt the Ci-ties' proposal in ti'lis re,af'd. 

J. A.(!ju!'tmefft fol" ~trsonne1 Benefits 

Cities' wi-=-.ess !olr. l);nueier rer:01111ileneiecl &nc't:her .boot--=u 'timing 
. . 

ac;iust:ment .simi1ar tc that l"'eC0lllllended for for"t $6'... Vnin decemlrissionin9 

ex;,ense fol" 1>er-sonnei benefits. In this dor:ket, $43'1 ,ODO of Publie 

Sel"'Vice•~ ;,1"'0posed iru:T"ease in pel"'Sonne1 benefits c=sts of :2,407,000 an 

:a.pit!i1%ed fol" book purposes and dedur:ted CU1Tent1y t>y ~ub1ic Service for 

u.x purposes. Because of -:his eurrerrt ded.ucti on. !olr. Dinneier rer:0l'll'Jlended 

~!': -:his deduction t;:tpl"Opritte1y be r-efieeted ,n t ded.uc-:ion of $431,000 
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for pro forma tax pur,:iosas. effae-tive·ly decreasing tax expense 'Oy 

$210.000. Once again as previous.ly discussed in the contribu'tions in aid 

of construction section earlier, Mr. D1rmeier•s Pl"OPOSed adjustment is a 

one-sided no12lintion issue and should no-e be allowed. 

IC Tax Effect on tne Gain of Sal~ of Pl"'Ocerty 

?ub11c Service included in opeMlt1ng income a benefit du~ to 

Pl"OO&!°t'J_ that was sold at a capital gain. Althou,n Publtc Sel"'Vice gave 

caoita1 gains tnatment to this gain For- ac1:ua1 tax i;iurposes. for pr-o 

forma. tax COfflPUUt'fqmr.. the Company tnated the gain as ord1nary income. 

Because ord-inary income tax n:tas excffd cai,ita1 gains tax n:tes, t.ie 

impact of this tnatment is to oversta1:e proforma tax e.x;,ense and revenue 

i-equil"'elllents·. Ci'ties ..rt'tl'less D1nneier recomended. an adjustment to r-educe 

the tax expense and Mtvenue r-equirements by t.ie excess taxes ~ncluded by 

the C.oazpany. The. eff~ of this adjustment would be to increase e1ectr1c 

ne1: operating earnings by $26,000 and gas net operating earnings by 

m.000. Public Sel"'Vice agreed that this agjustment was propel". TIie 

adjustment ..rt 11 be adoptl<i ~ 
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L.. Sum:ro2rv of ~He:-: of Chances in ;x1>ense Adiustnen'!:~ on ..,. 

D~e'."'!;i ne £2rninas. 

In sU!lllllr-y, -:ne Comission 111tkes ~e fo11owing oper-a'tin9 exi,ense 

adj~stments to the ~im1ic Service ~uests in w fo11owing PIOU!lts: 

flertrie R£oa1"'!:llent 

~:::t>ense AdjUS't:lllen'tS 

C011111&nehe iu~ine oenentor 
Overhaul S( -%28,726) 

~dvel"tising txi>enses , 11 .Z2S) 

( ~7.'239) 

ta Dues { 67,052) 

Additional Fedenl Incom i&X 
tx:,ense on Inte~rt A4ji:stment9 198,454 

federal lnemie 'Tu other than 
lnu~st Adjustment 154.~ 

~iu1 Seins· Adjus'tllllnt ( 26,1>00) 

AdditioMl Stata Inc:cce iu txi,ens• 
on Inur-ert Adj us'tllllrrt9 22,706 

S-:ltt Income iu oiber ~n 
Inurut Adjustmnt Jl."112 

iota1 of txi,ense AdjuS1:Zllents s 13,4:M 

Ct;&nge in Net c»enting Revenue 13,4:M) 

Pl~s: 

cnan9e in AFUDC Offset .usoci1tec1 
witt -bte ~se Changes 3,167,956 

Less: 

Additionil ChaD\ttS to mt 
Jurisdi:-:iom1 Net O;)e!'ltin; aarnings 
due -.c tne Above Cnanges 

12.941,!'76 

9changes. in profon12 t:Qenses and won:ing ~Pi':21 p~vio~si y appl"'Ovtd by 
':he ~issi on 1.acs ~ :orresoondfog changes in the ion9-'te?'lt inter-est 
o~uc-:ions for incOID! u.,: pur-poses. ihe tues have ~en com;,i.-tec; l>iud 
upon a ~5',12S ~uc~ion in intel"ts: exl)ense. 



Gas Oeoan:ment 

E.xcense Ad.ius~nts 

•Advertising Expenses s (4,573 )

Ad~:!~:!1 
0:~~~~c~u~ntlO 148,05; 

Federal Inceme Tu other t.'tan 
Interest A<l.justment 1,998 

capital Gafns Adjus1=1ent ( U,OQ0 ) 

Add.1t1onal State Income Tax 
Ex;ense on Interest Ad.:f.llStllentl 0 16,940 

State Inaime Tax othe,.. than 
Interert A<lJUS'Cllent w 

. Total of Exp~s- Adjust:nents $ 140,549 

Change in Het Openting Revenue SC 1401649 ) 

Total Change to Net Opera.ting Earnings. $ {140 164~) 

Stfflll Deoartment 
Ex,ensa Adjustnitnts 
.aaa,~onal Federal tn=me Tu 11 

Expense on Interest Adjustment $ (1 ,682) 

Additional State Inccme Tax H 
etl)ens. .on Inttrest Adjustment ( 192) 

Total of upe11$e AdjustmenU $ (1,874) 

Change in Hee Ql)erat'fng Revenue T·.874 

Total Change to Net Operating Earnings f 1 .874 

lOSff footncte9 on ElKtric Department for explan,ation: 
. Lcng-ttm fntarest expense chai:ge, $(338,798 ) 

fo,-. gas department 

11See footnote 9 on Electric Department for expla.nation 
Leng-term inter-est exi,ense change for steam depar-t=ent $3,850 



In view of the foregoing discussion ..-ith res?ec:t to cer-..zin 

p:-oposed ope:-atin~ td~stments, we suu tnd find that the &aM'lings • 

deficiencies. bued ~on the ~st year , a.re es fo11ows.: 

E1e=tr.\c: ks StUII iota1 

s s s s 
Author1?eel ltrt 
O;arninq tarnin;s 168,916,863 ·26,353,2$-4 961,.510 U6,Z32,637 

Ac'"".n1 Met O;,er-ating 
£Arnings for tnt 
iest Period i47 I ~O'? I ~£4 ,,1£80.7'3 400,~ 16511!§.'740 

Net O;aratin; 
timings 
Deficiencies ~1.609 15H 8 1§221~l, 56l. 'TT7 3i .043j!97 

lnc:=e ux ffqlliraaents· malte 1t necessal".Y 'tO inc:rttse eCJl ~onar • 

-net cpera't1ng earnings a tCIIIPOs,u factor cf 11.9514035212. Accori,1a,g1y, 

a "total inc:rase cf $42,159,071 'In ntai1 ~1ertric revenues am! a 'tatal 

1nc:~se of S1i,313,872 1n i,-tai1 ;as revenues and 1 -tota1 i~c:~se of 

S1,096,Z2'7 in s'tUID revenues -a" req11'\m -:c recover tM eJ>ove 

deficiencies. The 'ta".21 revenue reo111reaient inc:r-use for e1~rit, ps and 

s":UIII depal"'tMnts is $60,579,170. 

12!1e~ric: Factor u &l"OSS llevenue 1.951~6 
Gu Fe.cur -:c &l"Oss~llevenue 1.9514039 
suam Facter to &.""Oss ll~en11e 1.9513561 

ihe sttnd!M!'tac:ttir to ~ss ~venue tor each dewrme~ of 1.94~318 ~s 
been mo~ified to c:01111>enstte tor 'the si111Ul-:aneo~s effe~ of the rennue 
aefic:ien:y ':!.%es or, 2sh woric1ng ano interest exoense syn:h!'.'Onintion. 



Toe rates and_c:.~arges proposed by Putllic Serriee in its tariffs 

ae:ompanying Advice Letter ~0. 900-E:leetrie, Advice Let:-..e~ Mc. 375-Gas, and 

Advi ee Lst:"..er No. 33-Steam, as 1ater adjusted on the M!<:Ord, under 

investigation herein wcu1d, under test year conditions, produce a4ditiona1 

e1eetrie revenues of $95,427,7S5 annual1y, additional gas rt1venues of 

$26,432,688 annually, and additional steam revenues of $1,358~135 

ar.mually. To tj'Je extent the M!venue prodUeed by such rates ancf c:.~arges 

would.exceed the revenue requfremenu as found above, such rates and 

cnarses an found to be not ju.st and 1•ea,sona.qle. 
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A. • At':rltion 

Pub1ic Servi~ hts requested -:htt its authorized nte of return on 

rate l>tse l>e inenued by OM pereent ~ J)a'l"tia11y compensate for the 

effects of a.~tion. Attn'tion is usuany defined u the cHfferenee 

be'twet!n the rate of return t&:tMl"i:ed t:,y a rt91,11atory body vid the rate of 

re'!U1"1'1 a~t11y eaY"Md by 'the ut11ity. fiub1ie Service wi-tness hnni9ei­

cknowledged that some causes of &ttrition art within 'the contro1 of the 

llti1ity's 111l1119!DJ1!1Tt whi1e soae of the .ca.uses of -a't'tl"ition art outside the 

con~l- of anagement. The ~ ut1Hzed by PubHc Semee witness Bul:;lus 

in preJ)ai-'lng hi-s direct testimony o.n the issue of attrition ind'l.cates th1t 

irrflt'tion, ~nt con -of fac:i11ties at 1'11gher 1evel.s than mbedded CC'St 

cf faciHti-es. and Cll1"T"ent costs of e&J)ita1 1t higt,ei- 1evels than mbedded 

eorts of eap1":a1, art some of ":he fa~..on which ay .cause a't'tMtion ,which 

are ~yond ttle c~1 of management. 

ln this p1"0Ceedin9, Mlfe Service hu requested an a=rition 

acjt:S'tlllen': whieh woui d incNtse its overan con rtf ca;,ita1 by one pereerrt. 

!n other words. rattier than the 1C. 71 per:ent rate of return on nte baSe 

derived by. Pub1ic Service ·...-itness aumpus through his cost of ~ita1 

ana1ysis, Puil1ic Service sHks &11 11.71 -percent nte of rewrn on the T"ate 

bue.13 • 

13-rh;s i s the third time that Pub1ie Service hu souatit an a':':Titi·on 
a11cwan:e t1"0ID this toamissiol'l. ln l&S Doctrt N_O. 1,25, PubHe Sem~ 
requested t sii::il&T" l -perci!nt across-the-boar-cl inc:reue. ln ?®Ht 
Sr.vie! 's 1ut rau use, l&S t)Q:r.·tt No. ,~zs. P'lli,Ht Sri-vice reQUestecl e 

• 1. 1 pel"'ee~ e.t., :t1on a1lowanee. aoth Nquerts were rt,;eeu~ l>..Y the 
Commission. ~ l)ecision Ne. ~2346. Deemer iz. 1980 in- l&S Oo.:ket ·110. 
i 425 anc -t>e:ision No. CS1•199S, date~ Oeemei- 1, 1981, i n I&S Doeket No• 

• i 525. 
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The one pereent at'trition a'llowanca requested oy Public Sel"Vic:e amounts to 

approximataly .s:37.5 mi11ion dol1al"S or the additional annual revenue sought 

by the Co1111)any in this docket. Thus, ·30. 4 pereent of the S123. 2. mi 11 ion 

i-eques-..ad by the company is a~butab1 e to t."'le ~any' s i,roposed 

attn tion a11 owance. 

Publfc: Se?"lice hu ac:tnowledged that this Commission 1n the past 

has taken a mrmber of positive steps to he1p address at:tMtion: In 

Oeci'ston No. CSl•l999, in I&S Doctet No •. 1525, the Colllnission discussed the. 

effects of year-end rate bua, intarim rate relief in I&S Sodc:et Nci. 1330, 

emel"genc:y rate l"tl'fef in !&S Dodcet No. 1420, the elect:rie c:ost adjustment 

(ECAl and gas i:ost adjustment (GCA) c:1 auses, a partially proje-:-..ad test 

year in I&S 1425 anct' a· eu1"'1"'ellt test year in I&S 1525. Despite these 

adjustments, however, Public: Sel"'Viee eontends that ft suffered rate base 

attrition amounting to 2.29 i,ereent on a pro forma basis for the twe1ve 

months' period ended Mareh 31, 1983. Furthermore, Pub1i<: Service contends 

that a. eampai-ison of the rates of retllMt on rate base, authori:..od versus the 

rate of returri experieneed for the firrt four full calendar· qua.rters after 

rates went into eff~ for each of.fts rate cases .sfnc:e 1976 reveals that 

the average attritfon thl"'OUghout the entfi-e. tfme period has been 1.59 

pel"'ant. Pu.blie Service aeknow1e<lges that the recent impae... of attrition 

has been SlJDleWhat alleviated by lower infiation. re<luc:ad eon.struc:tion 

expenditures and minimal external financing. However, ft contends ·that 

even ff the 1.1 pen::ent at:tM ti on a11 ow.,.nc:e sought by ft in I&S Docket l 52S 

had been all owed when a aiM'ent test year was adopted. the Company wcul d 

notbave earned the 15.T pereent a11 owed return on equity dul"i ng the 

following twelve months. In addition, l'ublic:. Servi~ refel"S to the faet 

that the test period in this dac:ket is more antiquated than the test period 

in I&S 1525 and further,. that the requested attrition allowance is lower 

than the actual attrition which the Company ha'S experienced fn the past. 

Toe Staff of the Collllrission and all intervenol"S opposed the 

request for a lump .sum attrition adjustment. Both FE.A witness Marsha11 and 
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Cities. witness Kadan contended that an ac!"Oss-the-boan: anr~tion aiiowanee 

is no't justified. that the 1110:-e appropriate procedure to oea1 with 

attrition is to address specific Pl"Oblems n:ther than assuming, .on an 

across-the-board basis. and that what bes occuM"tld in the ~st wi11 not 

necessarily oceur in the fU"'..u!"e. Staff wi"tness J01"9ensen recognized "t.het 

an ir:t:-i.;ion anowan::e primari1y CCIIIIPfmSlt.ts "the irti1ity for exi,enses whicti 

arise af'ter the test year. wtlieh post-test year e:cpenses "theoret1ca11y 

could be justified by specific oirt-of-nnod adjustDents. tiow.ver, as Mr. 

Jorgensen recognized, for the tomm'ission to ecmpensate the Ccmpa,ny for 

out-of-nriod expenses wi'tholrt defining in bard numbers what the -e:iq,enses 

.are precludes the tomission from e~iuatin; whether .such expenses ll"e 

pl"Oper. 

During the 'time f~s following I&.S i42S ancl l&S 1525. fal:'tOrs 

eontrib~ing to at:rition .were 111Uth =re se.ere 'that "they -ar-e now. 'For 

example. in ":be year l'o11wing "the order in US 1425, "there l4S ~ 10.1 

per<:erl't inenue in nte base :a.used primeri1y l)y 'the .adcti%ion '"t0 rate base 

of the hwnee l Generating ,,a.nt. The innaticm -nte was 10.4 percent.. 

There were sul:l~..a.n'ti.a1 new bond 1:nd preferred s-..oel: issuances. ln the time 

frame l'o1iowing the ori:ter in US Docket No. 1525. the illnation nte wu 

6.1 per<:ent .and 'tht-re was additiimai attrition ~ue to -::tie failure of !>ub1ic 

Service~ inei~de on~h.a1f year .depreciation and a fu11 year's operation 

and mintenani:e expenses re'1a'ting to the Pawnee I &enent'lng Plant in its 

revenue requirements. 

UnHke -:he years fo1iowing the orders ill I&S i425 and US 1525, 

-:ne year fo110'oling 'the order in I&S Docket 1640 is not arrtieipat.ed to nave 

inf"lation rates anywhere near the 1eveis 'that they .were fo11cw1n; U.S ·1425 

and US 1525. furthermore, no 112.jor cie.bt or prel'erred noc:l: issuances ar·e 

arr::ici%)1Ud by ~iw1ie Service and there is no arrticii:iited exc:111Sion of 

e:penses reia-:ing to a IR.jor 9ene!"l.tin9 fatiiity in -:tie -test year Nvenue 

requi:-t!ftl!l!'/':S such u there wu by vir""..ue of '::he fi!iiun to fui1y eonsioer 

expenses !"1lia.;in; to PawnH l in l&S 1525. 
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Ful"""...hermol"'e, as indieatad above. the CQ:mnission fn 'the past has 

not b~n indifferent to the pl"'Oblem of attrition and has utilized a number 

of regtilatory meehanisr.:s to pal"tia11y offset this attrition. Such 

mechanisms have included year:-end rate base, fnter:im i-ate M!lief in both 

!&S 1330 and in the instant docket fn the· amount of 543,000,000., ECA and 

SCA clauses and parti any projected or current test year-s. 

Considering all these inecnanisms fn use, ft would be anomalous for 

this Cammi ssion to ace!pt a proposed 1ump s1.1111 attrf tion a11 awance dUri ng a 

period of time fn wnic:lt the ·attrition factors are less se'{ere than they 

weMt f n· the pa.st.. The Commi ssi on has add"ssed attntfon on an 

issue-specific basis fn the past. We belfeve that this fs the best means 

of doing so in- the- ftrture as well. Accordingly, Puolie Service~ s proposal 

for a one perctnt attrftion allowance fn this. docket will not be adopted, 

nor fs an attrition allowance likely tp be adopted in future eases unless 

~al"'l"anted by greatly dlanged eaincmic conditions. 

s. Fort St. Ynin rncentive 

In addition to the ratemaking issues addnssed fn this docket, 

there also was the continuing question about the perlor.riance of the Fort 

St. Vra.in genenting faeilit:,. 

In I.&S 1425', i ntervenOl"S Concerned Citizens and the Co1 orado 

Office of Consumer Services contended that Fort St. Vnin should be 

excluded from rate base and that the !"1K:Overy of associated operating 

expenses ,be disallO'lted. Public- Service and the Staff of the Comission 

took the contrary position that Fort St. Vra.1 n shou1 d be continued as a 

part of Public Service's· !"ate base. Fol"t St. Vraizr began to be earned on 

comencing with I&S 14?0 (May 27, 1980). The Conmissfon fn !&S 1425 fn 

Decision No. C80-234o, dated Ceeember 12. 1980 at pages 25-33 discussed the 

Fol"t St. Yrain situation. In the course of its discussfon concerning Fol"t 

St. Vrain, the COamission stated its intention, i'rcm January t, 1983 

fol"'llard, to C0111Pare the ~ost of producing power at F"ol"t St. V!"ain to the 



cost 0f fossi1 generated powel'" in the Pub1'ic Ser-vice system and/oi- the cost 

of pun::htsed power. The Ccmmissien then stztell thtt if the cost of 

J)T'Odueing J)0WfU"' at Fo!"'t St. Vrai1'1 we" 'tO exceed the fossi 1 eenented J)OWI!" 

differentiai might l>e disa1iowed as a ra:tepayer exi>ense in ft1tt.tre 

proceedings. 

On August 15, 1983, 'the SUff of 'the tomarission fi1ed a motion in 

A;,;,ii:ation No. 32603 for an order wMdl -would amend Decision No. 
' 

CS0-15S2. Toe p1n•pon of "'the •Staff motion was 'tO pr-opose a i)roeedure 'tO be 

fo11owed in 'the 111:1n'th1y e1eci:rie cost adjustment (!CA) proeeedinvs in 

App1ieation No. 32603 whieh would -anew an incentive for "'the efficient 

open.tion of F.ort St. Vnin. At the present tiaie, 'the Staff's Motion in 

A;l;,Hc:ation Ho. 32603 is unoer advisement by a heari.ng -examiner of "'ttle 

Comission and no t,rder bas _yet been issued. ieeause 'the 'Issues invo1ved 

r-eia1:e 'tO bue n:tes, "'the Staff repeated i'U pn:,pcsa1 tn "tl'li.s doek-et. 

b"tl'ler than r-eH'tigate :this .1s-we in l&S 1640, however. "the .f)&rt1es bavt 

agl"ffd 'tO incorporate the ncoM1 of At>PHcation No. 32603 u -it nlaus "to 

"the ro!"t St. Vnin ma-=ur in'tO 'this docket. 

The Staff's pr-oposa1 obstensit1y is i:c J)!"'Ovide ,a meebanism for 

imp1ementing --:he Colmlission's stzted intention 'to disa11ow s01111 or a11 of 

"'the dH'ft1•1utc:e bet..ieen 'the cost of proOuei11g power at ror.t St. 'ln1n and 

'the cost cf a1temative soun:es lri' power. Although 'thes-e are not 'the 'tYJ)es 

of costs 11.ntici1>1ted for £.CA adjustmenu. ap;iarent1y the Staff hopes "to 

provioe t :ontinuous1y adjusted inceni-ive and "thus it bad 1)1"'0PO'Sed the.£CA 

~c:hanism as 'the fo'l'III for cu•·1•ying out i'U J)M.'lposa1. lrief1y, the Staff 

peoposa1 wou1d opente 1n "the fo11owing manner: FiM't. 'the l"'t'ftnue 

reqi:ir-ement assoc:i2ted witti F.ort St. Ynin wou1d be determined based upan 

in~o'l"l!lltion PM!serrt-ed in the lllOSt -recent genera 1 nte procedin;. Se--..:>nd, 

-::ne attia1 01r:;urt for Fort St. vrain would be detel"lllined on a !"'011ins 

,:;.,e1Ye-1110nth b~sis and wou1d be valued u if it nae be!!n ,roouced by an 

inoependent power procucer. !f the estabiished l"'t'venue ~trire111ent exceeds 
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in the mcntifly ECA. If t."le lat-..ar evaluation fs mor-e t."lan ttie former 

revenue M!~Ui'l"emen't amount, t."len no adju.s~n't woul i:t be made; 'ine r-evenue 

~il"elltent amount associat...O(f ,,.;th Fort St. Vn.in \V0Uld be updatad in eacti 

general rate pl""Oc~di ng • and tl'le i ndepende.-tt power ill"'Oducer n.ta wou1 d be 

updated to coincide llrit."1 tl'le rata Public Ser,ice cu'l"ren't!y was paying 

independent pawer pl""Oducers. 

Ml". Ronald Bina, testified on behalf of intel"'Venor Bei-c:her fn 

Application No. 32603, and pl"'Oposed, as an_~ltel"'llative-, that d1salicwances 

be based oa the diffennce between the total pl"Oduction ~st of Fort St. 

Vraf n and. the ave_rage tota.1 pl"Oducti on cos-: of Pu.bljc Sel""'ti ce' s 

fossfl•fueled base 1oad units. Thus, the principal diffeMtnce between the 

Staff proposal 111d Mr-. Sina's proposal is that Ml". Binz would COlll!)are Fort 

St. Vn.in's cost to the cost of othel" base1oad generation rather than to 

the cost of power pr0duce<I by independent power pl""Oducel"S. At t:hi s time. 

as indicated above, t."le Staff's Motion for a Fort St. Vnfn incentive plan 

to be implemented through the ECA and the altal"'llative proposal by 14:1-. Binz, 

are uncle?" advisemetr-t fn Appl icatio.n No. 32503 before a hearing examiner. 

Accol"'dfngly, it would be inappl"Opriat.e fol"' the Commission, in this 

decision, to make any comments with l"!!gatd to the mer1ts of .the Staff's 

Motion or Ml"'. Binz's pr0posat in: Application No. 32503. However, t."le 

commission wi11 establish,. in this docket. a revenue Mtquirement associated 

with Fort St. Vrafn which, in essence. is doing nothing mere than _ 

J>arti cul ari:ing the revenue requi Nment assoc:-f ated. with a speeifi El:1 part of 

Public Service's overall genentfon faci1ities. 3ased upon the evidence of 

reccrd in this docket.. we find that the revenue requi'l"ement associated with 

the Fort St. Yrain generating facility is $4-6.071,976. 

It should be understood that in establfshfng the fcregofng 

revenue ~frement associated with Fort St..Vnin, the Ca:mission is not 

:iraking any statement regarding the merits of the Staff's Motion for a Fort 

st; Vrain Incentive P1an or Mr. Binz•s proposal in A!:)plication No. 32603. 

inat issue, of course, wi11 be reviewed by the Commission in due course. 
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CONCL.L!SION 

Although filed u a "make whoie• c::ue. the ins-..arrt p1"0c::~C!in9 

never..he1eu hu l>een a C011:P1ex one in which a wide variety of issues. some 

o1 d and some new. have been raised by various r>arties. To the extent 'that 

issues have l>een raised by parties whi:h are not addressed specifica11J" in 

this t>ecision. the Colmrission r..ai:es and finds that the ;>aT"t1=.t1ar 

t,·ea'l:l!lent advam:ed ~ th ?"es;,eet there'CO by one er aore of the parti·es does 

not meri-t adoption by the Cclmrission in this dotket. Having found that 

!>l.!blie Service is entit1ed to an overai1 nvemJe i~ase in the 11110unt of 

SSO.S79r170. we conc1ucie that the tariffs f'flect by Pu.b1ie Service Oft 

tk>vember lS, 1983. pursuant t> it.s Actvi:e .Letter Ho. 900-~ec:trie. Advice 

letter No. 3~. and Advice Lettel" Jio. '33-Steam. Which .would ~ce 

'l"evenues in an exceu of the n,venue in..."'TftSe filed henin. found netessa1", 

should be sus;,endecl ;,enunent1_y. We furthel" cont1ude thl.t '%tie nveffllft 

inc:r-eue found hel"t!in shcu1d be imp1emented by tariff$ Wllid! increue 

;rr-eserrt rates by u:rcss•th~l>C>ard pe'l'Cen'ta9f ine-:-eases subject 1:0 possible 

l".9fund in the event rteonsideration is granted in wboie or in r>art. we 

fur-..hel" eone1ude thrt the rates portion of the cie-cision herein shou1d t>e a 

ftna1 oec:ision and su.bjeet to the provisions of CRS 40-6-114 and 40-o.n;. 

We fur..her c:om:lude. wt the lioc::ket herein shou1d be con-:inued fcrr the 

pur;,ose. of entering intc hearings on Phase ll, or Sl)r'Yd-of~the-rates 

issues. 

An !~pr.ipr'h:te Ol"'dt!"' "'1,, be entel'"ed. 

Ol!D!R 

T:-i:: i:OMK!SSlON ORD£RS iHAT: 

1. The _tariff sheets fi1ed by Pub1 ie Semce Company of Co1ol"'acie, 

pursuant -:o Advi:e i.e't'..el"' No. 900-n~~- ie. Gated November 1S, 1923, and 

filed on Nov~r 18, 19£3 !l"f permanen~1y sus;,enoed. 



2. The tarfff sheets fi1 ed 'oy Public: Ser1ice Campany of Colorado 

pul"Suant to Actvics Let"'..ar- Mo. 375~s, datad llovemcer 18, 1983, and Filed 

on November 18, 1983 are permanently suspended~ 

3. ine tariff sheets filed by Public Serlice Company of COlorad.o, 

pursuant: to Ad.vies Let"'...ar No. JJ•Steam, dated November i8, 1983, and filed 

on November 18, 1983 are per.'IW1ent1y suspended. 

4~ Pub1fc- Serri ce- Company of C4T orado is authorf zed tq fi1 e 

appro,:,rf ate tariff shee'tS to reflect a general rate sc:fiedu1e adjustllent fn 

the t0tal amount of S~51 percent and applicable to all electric: base rats 

schedules-. 'Thfs ~1 rate schedule adjust:1Jent shall not ·api,ly to 

~arges determined by the electric cost adjustment provision of Colorado 

PUC Ho. 5-Electric: tariff sheet No. 140C. The general rate sc:heduia 

adjustment shall indicate that the same fs subject to refund with interest, 

in whcle Or" in part, as a. result of any order or orders issued by this 

COnmission subsequent to the effective date of said general electric: rate 

schedule: adjustment. Public: Service Comi:,any. of Colorad.o,· simultan~usly 

with the filfng of the tal"'iff shee'tS- heretn au.t.'2ori.zed by this ordering 

paragraph. shall file a- anc:eltatiott of the tariff sheet heretofort filed 

with AdVfc:e. Letter No. 899-E'Jec:tric: by Pl.l.blfc: Service Campany of Colorado 

on November 1s. 1983. and which became effective on Cecamber 18, 1983. The. 

cancellation tariff shall refer- to this decision number. 

S. Public: Service Company cf Colorado fs authorized to file 

ap;,ropri ate tariff sh~ts to reflect a general rate schedule adjustment in 

the total amount. of 3.12 pe?U.nt and ar,plfcable to i!.11 !Ja.S base rats 

sc:he®l es. The general rate- sehedul e adjustllent shall not apply to charges 

determined by the gas cost adjustmen.t provision of Colorado PUC No. S-Gas 

tariff sheet Ne. 130C. ihe general rate :schedule adjustment shal 1 indicate 

therein that the same is subject to ?"&fund with fnterest, fn whole or fn 

part. as a result of any order or orders fssued by this Commission 

subsequent to the effective date of said general !Ja.S rate schedule 

adjustment. Public: Service Campany of Colorado simultane1Jusly 

-13-



~~th the fi1ing of the tariff sheet herein a~-..norized by :his ordering 

~aragraph sha1i fi1e a c::anc::ei1ation of the tariff sheet heretofore filed 

with Advice l.et'°.J!r Ho. 374-Sas by Pub1i-c Service Company of i;olorado on 

November 1s. 1983, and whi :h bec:ame effective on December 18, 1983. The 

.canc::e11at.ion te.riff sha1i refer to this decision ~r. 

6. Public Service Company of Colorado is authorized to ft1e 

ai:,p1"t,prl1t.e tariff sheets to ref"lec:t a general n.te scbedu1e adjustment in 

the t:ot:11 mount of 17.90 pei-eent and app1icab1e to an s-...eam but rate 

schedu1 es. ·The genera1 rate schec!ul e adjustment she.11 not a;>J:11.Y to ch&l"peS' • 

cietemned by 'the fuel. c1aw.e associated with Colorado PUC No. 1-Suam 

tariff Sheet Nos. 4 and 6. The genr.al rate schedule adjus't:lllent shall 

indicate_ that the same is sutjec:t -to. refund with intel"tSt, in whole or in­

part. as a l"'eSl,llt of any order or oNiers i.ssued by -:his ·tommiss•f'on 

sutisequent -to the effeC't'in date of ..aid ,senen1 .sum rau .schedule 

adjur.men"'... PubHc SeNice t.cm;>any of Colorado simu1-:a.neOtlS1y wi'th the 

ft1i1'g of "the tariff sheets herein iWthorl:ed .by this ol"derins. ;,uagrapn 

.shan file a c:ance1iation of the tariff sheet heretofore fi1ed with Advi=t 

L•t""..er No. 32-Steam t,y J>utli c Service tcaq:,arry of to1ondo on November ,a, 

1983, and which t.)e:ame effective on December is. 1983. The c:ance11a'tion 

tar'iff sha11 rtfer to this decision rwm!>e1". 

7. Tne tariffs filed by J>ut1ic Sel"Vice Company of Colorado 

,:iul"suant t::> Ol"'dering ?aragra;ihs 4, 5 and 6 above sha11 fft forth an 

effe~ive date nc eu1iei- than one day sm,se-quent 't0 the effective date of 

t:his deeisicr., and sha11 mal::e rtf-el"fmCt tc this eieeisicn nmt.er. 

a. Tne Motion to St:-ik.e, 1''\"1ed on A!)ri1 13. 1.984. by the City and 

County of Denver and the Cities of Li"a.1eton, Comei-ee Cit.)', Bou1der. 

Au'l"t)ra and Brighton is granted in part 1nd denied in part. Tne ~ssion 

tri11 rtril::! .any ieference in tai>1es 1, 2 and 3 at:tai:h~d t::> -:he. Rep1y Brief 

of J>Ltblie SeM'ice t=iipany of ~ioraeio whir::n c:i:nr•..zins Camrission Ciecisian.s 

not :-eflee--..ed in txhibit No. 18. Anc, in aceo!"Cance with the C~ties' 



Ccmmission wi11 ~ke officiai notice of the dKision of the ~ew Jersey· 

Soard of ?I.lb1i c Uti1ities irr 'ttle ?ub1i c: Service E1 ec't:"ic: and Gas Company 

ease CDoc:ket No. 837..SZ0,04930-S3 {3-15-S4)J which was at"'..ac:hed t.::i the 

Reply Statsment of ?osition of the Cities. In all other T'l!spec-..s t:1e 

Cftfes' Motion to Strike is denied. 

9. Any motion wnieh is pending is denied. 

10. Motions, if any, relating ta attorneys fees and exl)ert 

witness fee shal1 be·filed with eomplete time and eharges doeumentation on 

or befol"'e June 22~ 1984. SUeh motions wi 11 be subject_ to sueh disposition 

as: the- CCllllrission, subse<111ent1y may order. 

n. Public: SeMic:e Companf' of Colorado sha1l file with the 

Commission. on or- bef~ra August 27. _1984, tan c:opies of a11 its.:rrepal"9<! 

written dir!C't tes.timcny and supporting exhibits with respect to ?hase II 

(si:irea.d of the rates} f n thi s Docket. 

12. All parties in this p1"'0<::aeding, e.xc:ept Public: Service CCmpany 

of Colo~~o •. shali C:Ctlll)lete an l"&qtlests for disc:ovel")'. with M!SPe<:t to 

Phu.! II. on 0r befcn Septamber-17, 1984, and dtscovery with M!SPect to 

Phaie 1I is to be c:0tlll)1eted. on 0r before- October 17• 1984 ♦-

13. The Sta:ff of the Commission and ea.ch intervenor who wishes to 

pn:.ent direc:t 1:!!stimony in Phase I! (spread of the rates} of the Ooc:ket 

. hA.rein sha11 file wfth the Collllllfssion, on or- befol""! November 16, 1984, ten 

c:opfes of fts p~pared written direct tasti~ny and s.uppol"ting exhibits 

~th respeet to Phase n. . 
_,,,, 14. A11 partfes in this p1"10c~1ng shall complete all requests 

for dfsc:cvery related to rebuttal or sul"'r'ebut:al. with respect to Phase !!, 

on or before-November Z6, 1984, and all responses to all said discovery 

"e<;uests sha.11 be c:0tlll)1 eted on or before Oeeaml)er 17. 1984. 

15. Any.Motion seeking pel""llrfs.sio~ to file ercss-rebuttal 

t!!sti1110ny and exhioits, fi1ed by the Staff of the Commission ·or any 

fntervenol':. shall be ffied on or before December 11; 1984. All responses 

to arir Motion sao...king permission to fiie aoss•r-ebut'"..al testimony shall be 

responded to on or ~efor-e December 27, 1984. 
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16..Put,He Se'!"Vit:e CO!lll)any of Cciorado sha11 fi1e 1.'ith !he 

Corm:issicn, en· or before January 15, 1984, ~en c:opies cf a11 i-::s Prtl)ared 

wrinen :-ei>ttt'""..!1 ustimony and suppol"ting exhib_its with res'l)ect to Phue II 

(spread cf the nus), if .any, in 'this doeket. 

17. The Staff of the t.Ollllllissicn and each intel"Venor wno wishes ui 
i .. t.- ' • 

present sumbuttt1 ~esti1110ny iniPl'lase II {~i,rud .of the rates) cf the 

d~cket herein shai1 fi1t ~th 'the Coanissicn en or before ~anv&:')' 29, i9&4 
' . 

ten copies ·of its pre~ared written surntiutttl testimcny and SIJl)l)Ol"ting 

Uhibi-:S 1,,'i'th l"eSi>eCt 'tC Pbase Il. 

18. A1l parties wttc desire "tC fiie wr"ltten "testimony and 

StlPl)Ol"tin; exnUiits in response tc eross-rebut'tl l tes-:imony .and exhil:>1ts 

shai1 oo so by fi1i~g 'the same in ten copies ..nth 'the t.omission en or 

19. Any 'Pel"SOn or i,al"'t)', i'neludin; 'tilt Staff of -:tie .Comiss"ion, 

r-es'l)onsib1e fer f11ing ..nth 'the Cclllarission written or dire::t _'tertimony encl 

ex:ni~ its sbl11 man or deiivel" eci:,ies of 'the ~ -:o an pal"ties cf reccl"'d 

i_n 'tt.is J)l"Ot:eedir,; and to the Chief cf Fixed UtiHties Se::tion of "'the 

Put>iit !.'ti._1ities Comission. The Suff cf 'the Colllllrission is not nQuiT"ed 

-'ti. mai1 er de1iver copies cf 'tne same t.o the Chief of 'the Fixed Uti1ities 

Sel:'ticr.. 

2t. Any l)l"'Ocedun1 IIIO'tions sbli1 be haal"'d by .a Hearings txminer 

at 9:0Q A..fl.. on the fc11owing daus: De'toMl" 26, 19&4, ~eember '28, 19&4, 

Jan12ry %2, 19!5 and Febnsa'I")' 8, 1985. 

21. tach l)ui:y in Phase Il of. thi, oo:ket sh&11 fne with 'this 

tcmiss'icn on or Mfcn Febnia'I")' 18, ises, a r..at.ement cf 111 issues u be 

oetel"lll'ined by 'the tomissicn, a 1ist cf an . ...,tnesses u be :aned llY 'tht 

i,ar-::y ..;:n i pl"'Opcsed cl"'der cf pr-esenution, t SWll'llll"Y cf 1:ilti r ustimony 

and a 1~st of a11 exl'libit:s to be fiied by the pal"'ty. tach pal""t)' in 1>1",cse 

I! of -:his oc:ket shai1 111ti1 or oeliver copies cf -:tre sanae -:o 111 J)ar.:1es 

';he Put>1ie Ut11ities ~issicn. The Staff-of 'the tcmission 1s not 

1"'eQuin~ to 1211 o:- de1ive~ co~ies of "the same t.c the Chief of the Fixed 



22. The parties are stn:>ng1y encouraged to settle issues. To·t.,e 

eX"'..ant that any one or mcre issues with respect to Phase II have been 

se"tt1ed by the i:iarttes, parties sha11 file a written· stipulation setting 

forth such settiement with the Comission on or before Februal"'J 15, 1985, 

setting forth the tenll:S of such settlement. 

23. Phase II of thts docket is set for a p~earing confer-ence 

for the purpose of delt1111t1ng the tssues, and c:1ar1fy1ng any pending 

pl"Ocadural matttrs·, as follows: 

OAT£: Febr.uary 22, 1985 

TD!£: • 10:00 A.14. 

P!.ACi: Hearing Room 
Office Level 2 
Legan Tower 
1580 Logan Street 
Denver, Colorado 80203 

The. i:iarttes should be prtp~ at tnts conference to identify and 

discuss their- issues. witnesses' test1mcny, and .,..he amount of C:l"0SS­

examination they c:ontuip1au of advel"Se witnesses. 

24. Phas• It of tnts matter fs set 'for hearing For the 1:1ur,,ose 

of sumar-1:ing all p~f11ad 1o11'1tten testimcny and the CJ"QSS~xamination of 

all witnesses who have filed. the same, unless otherwise ordered by the 

Comisston. c:011111et1cing with 1o1itnesses of Public. Service C~ny of Colorado 

and conttnu1ng w:ith witnesses for the Staff of the CQmmission and 

tntervenors, as follO\iS~ 

OAT£: Mar;b 6. 1985 

TI.ME: 10:00 A.It. 

PI.ACi: llear1ng Room 
Offic&. Level 2 
Logan Tower 
1580 Legan Street 
Denver, Colorado 80203 

The dates of Marth 7, a. 13, 14, 15, 21, 22 and 23~ 1985 sha11 be 

reserved on the Comisston calendar For hearing if' necessary. 

25. Statements of Position-with r-espect to.the substantive issues 

tn Phase II (toge~her •.rtth pr0posed ftndings of fact and conclusions of 

1aw) shal1 be Ft1ed by t.'te parties •.rith the Connission on or before April 
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12, 1925. Reply s-:at~nu of posit i on on an optiontl oasis, sht1i be 

filed on or: befo~ A.pril 22 .. 19!5 . 

2c . tacl'I ;>a.r-ty wno fi1es any testimony and exMl:its shal l 

concul"'T'er.tly f ile t copy of a11 work !)&pen used 1n ;,reparation of 'the 

sa111e. If n1d wort: ~r:>tn art too vollllllinous. then "they sttall be made 

availat,ie for 1nspe~1on by any otller J)lrty during nor:111 wort'ln; 1'1011rs . . . 

27. ihe pn>c~ura1 d1ree-t1ves henin !BY .be JEod1fied, as 

appropriate. by subseouert· Oroer or Ol"ders of tn. Ccmiss1on. 

28. furttier ~l"Ocadun1 dil'Kt1Yes or DOCl1ficuions thel"lto win 

be i ssutd, t.s lPPl"OPr"lat& ; by smiseqitent Oniel" or ~er-s of nt COlll'lli ss 1 on. 

29. ihe I>ecis1on and Onler hel"'ein. wittl the e:xcep't1ons of 

Orde:-ing Paragraphs 11 thniugh 28 and Onlenn; hragra;i-h 30 herein slla11 be 

cons1del"ed a f1na1 de:ision· sw,j~ to the proc~IU'll 11•rovisions of CRS 

40-0-114 and 4G-6-,is. • 

30. The ~ (20) day time period .provided -for llUT"SU&M 'to ru 

4G-6-114(1) W,•tfli1'1 Wl'litb -U fne it1· ~Htn10fl ~!' !"th.aMftQ, Nl!"Olllfltt'l't, 

0r recons1Clent~n s:ian c:ocnen:e -io nm on 'the first Clay fol1ow1ng the 

ma1Hn; or serving by 'the COllllinion of -itle acisi.on ht·rtin. 

31: This Dnler slla11 .be effect1ve fortnvith. 

tlOHE IN OPEli MtI'ilN& the 22ml Clay of Mey, 1984. 

Tl£ PUBUC UTIL.m!:S COfotlllS-!ON 
OF Tli! SiAi! Of COL.OAAOO 

ANDRA SOffllrT 

.Qimiius,oners 

j::010,J/JtA 
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Api,endix A 
Decision No. C34-:98 
I&S Docket No. 1540 
PHASE I 

E X H I B I i S 

No. Title and Oescription 

1. Public Service CQarpany of Colorado (PSC.:>) 
Rate Base, 1 Z Months Ended Mareh 31 , 1983 

- El ec;trie. {RRM) 

2. PSCo He't Operating Earn1 ngs, 12 Months Ended 
Mardt 31, T983 - Electr1c. CR.RM) 

3. PSCo Oetermination of Make- Whole Revenue • 
• Requirements. 12 Months Ended Mareh 31, 1983. 

(RRM) 

4. PSCo Return on Equity, Earnings Per Share, 
Dfv1dend Yield, Payout Ratio, Capital Structure, 
Ff.xed Charge Coverage.• Marltet/Book Ratio, and 
Dfv1dends Per ShaJ"e/Book Value, 1972, 
Sei>tember 1983. {JNS} 

S. PSC.O Criteria for Selecting Companies with 
Financial Risk Sfmi1al"' to that of Pui:11 ic Service 
Company of Cc1orado. (JMS} 

6. PSC.O O:lmpanies Usad for Compantive Pu111oses to P.SCo 
Return on Equity, Ccnso1idated Earnings ?er Share, 
Dfv1dend Yield, Payout Ratio, Capital Struetun, 
Ffxed Charge Coverage, Marltet/Boolc Ratio, and 
Dfvidends Per ShaJ"e/Sook Value, 1973-1982. {JN~) 

7. PSC.O Ccst of Long-fer:n Debt & Ra.tic of Earnings 
to. Fixed Charges. {SEC Method), Oeeember 31, 1973 -
September 30, 1983. (JHBl 

S. PSCc Debt Capital. March 3T. 1983 

9. PSCc Ccst of Preferred Stock & Ratio of Earnings to 
Ffxed Charges and Prefe?"l"ed• Stock {SEC Method) , 
Oeeembel"' 31, 197~ • Sept.ember· 30, 1983. (JNB) 

10. PSCc PJ"e-ferred Stock Capital. Mar::n 31, 1983. (JNB) 

11. PSCc Ccst of Eq-.:fty Capital, Gordon Growth Model. (JHB) 

12. Derivation of Refined OCF Model. (JNB) 

13. Comparison of Models fn Exhibit 11 and Exhibft 12. 
(JNS) • 

14. Bividend Growth Rates. •(JMS) 

15. PSCo 15-Weu Cost of Equi-ey Capital 
Through January 27. 1984. (JMB l 
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~hibits A!li:iendix J.:.. 
Decision No. CB4-59S 
US Docket Mo. 1640 
l>hase ! 

He. Tit1e and Descrintion 

16. Rsfi ~d PCr Method Average Cost of :'.qui ty Ca.pi ta.1 
for 15 Weeks £nded J~uary 27. 1~84. (JNB) 

1i. • Ex.;,ec--..ecl Equ1 ty M1u•tet Re't.U'l"ns and Rist l>reium 
(JNB) 

18. i>SCo utfHty Decis'lons, Jamiary -
Septeml:lel" 1983. (JNB) 

19. i>~ Calculation of Attrition, 1977-1982. (.JNB) 

20. .i>Sto c:imt>i nee! De~rtmerrts Net 01)e1"ati ng EaM!i ngs -
Make Who'le, 12 Months Indecl Mal"dl 31. 1983. 
(.JNB) 

Z1. PSCo Eamngs Avai11.b1e for ComDOn and. Year £ncl 
Re'tUMI on Equity on an k'tua1 and. A!ijusted 
(13.~ Return on Equity} ksis, 1975-1983. 
(JNB) 

22.. l'SCo Cost of Capi't11 • ff.al"'d'I 31 , 1983. {JNB) 

23. i>.SCO AdveT"tising Exhibit. (RRM) 

24. i>1"o rDT'llll Consumption.. 12 Months .Ended 
Mal"'Ch 31 • l 983. 

25.. J'l'SCo Consmp-T:i on 

26. AFUtlC Blacl::l>oan! Diagram 

Z7. PSCo Estiatecl Capita.1 Ex.;,enc!iUtres. 

za. Fsto Leacl-1 a-g Stud.Y fol" 1z Months 
Ended Mal"'Ch 31, 1983 

29. i>sto Other Addi'tions and I>eductions 
Revised Make lJho1e, 12 Months 
£ndecl Mal"dl 31, 1983. 

30. r'ort St. Vr~in l>e::camrissioning Costs 

31, i>sto Cost of Ca;,ita1 Mal"'d'I 31, 1983 Make Whole 

PSCo Adjus<:ment to Annualize' 
Pension Plan txr,>ense 1t 1983 Leve1. 

:. 12 Months £Med March 31, 1983. 

IOiH Sa'I es by 'Revenue C'l us• 12. Months 
Ended fl'.ar:h 31 • 1983. 

34. 

35. ihird Response to Cities. 



Exhii,its Aooendix A 
Decision No. C84-:;s 
I&S Docket No. 1540 
Phase I 

!!.:_ Tftle and Deserintion 

35. PSCo 1983 Salaries of Officers and Managers. 

3i. PSCo Financial & Openting Report, Oe-.:ember 1981. 

38. PSCo Financial &Operating Report, March 1983 

39. Ffnanc::iat & Operating Report. Novemcer 1983 -

40. PSCo Advemsing Wo1"1csheet, Category 7-
Conse1"Yat1on 

41 • PSCo Coml)arl son of t1 ect-i c: Empl oyees 
• Per- l 000 EI eetrie Customer-s. 

42. Addi t1 ens to Pl ant In-Servi c:e. 

43. Update, •winter Heating Assistance fs 
Avu I a.b·l e Tl'lrougn PSCo,.. December, 1982 

44. James N. Bumpus' Sp~ to Boston Sec:urity 
Analysts, Soston/Hal"'tfol"'ti, June 14-lS, 1983 

45. EI ectr1 e Util 1t:r Rankings, November 1983 

46. PSC'o Statistical Info?"lllation-, Cctober 10, 1983. 

47. ca.lculat1on of Dividend Yie1~ August 19, 1983 
to December- 2, 1983, 16 Wfflrc Avenge 

4a. Response to Cfties Motion of 
Oeceml:ler 30, 1983, Item 7f 

49. •FEA Intel"'l"Ogatoey No. t. 
Attadmlent FEA-22.. 

so. PSCo Rate of Return Report Per 8001<:s 
Unadjus~. 12 Months Ended 
De<:eml:ler 31, 1981 

51. PSCo Rate of Return Report Per Books Unadjusted, 
1Z. Months Ended De<:enber 31 , 1982 

52. PSCo capital Structure & Rate of Return, 
Mal"Ch 31, 1983. (aJ) 

53. PSCo, Eiectrfe Department, Net Operating 
Earnings, Using Year-End Rate eases, 
12 Months Ended March 31, 1983. {WAS) 

54. Correction to Exhibit 53. 

55. Let"'..er- from Edi son El ectrie Institute 
to NARUC Officials dated November 21, 1983. 

Oisa11owance of Association Oues 56 



txhibits A!:>?endix /..
Decision No. C84-59S 
l&S Docket No. 1640 
Phase ! 

Tit1e and Description 

s,. ?Sto Lead 1.19 Study. , saz. CP.!.!) 

SS. A Revenue Do11ar: Whose Do11ar is 1~? (RU) 

SS Staff tuh Wori:ing Ca;,ita1 Req11il"ellleirt. (RU'.) 

PSto r1ee'tric Department R!te Base, 12 
months ended Mardi 31 • 1983. ( DUl) 

6'1. Pste Dete!"lllination of Revenue RequiM!lllents, 
12 Months Ended March 31, 1983. (l)l.ll) 

PSto l.e~.er of t>.D. !tock -to 'Thomas C. King. 

PS::O l.etter of Franklyn w. 
(No date). (JMS) 

itoitsi:b, JI.£. 

64. .f>roposa1 of siearn.s-Roger for PSto Comanche 
Unit #Z iul"l>ine-Generator Sdlecluled lnsi,ection. 
d!ted December .23, 1981. (JMS) 

r'irm J>Toice Quotation of Westiitt:lhou.se Fleetnc 
Cor;,ora"tion dated December~. 1981. (JMS) 

55. J.et--.er ti) Psto from James ii. Ma1one of 
Jal)coek & IH1c:ox, dated Decemt>er 22, 1981. • (JMS) 

67. U:te1" "tO PSto i'M:ml Frederid: N. !s'l)eftShip of C•!. 
Power Syr-..ems, datet1 Decembel" 22, 1981. (JMS) 

58. Utter to Pstc from R. C. Cuny :if Foster il'h~1er £ner£Y 
Ccr;,ora':ion, dated December zz. 1.981. (JMS) 

Letter :to PSto from £ar1 Si.try of Wester'TI Power 
Service and Construe-ti on Company, Inc. , 
112ted ~ember 8, 1981. CJMS) 

• 70. Letter to PSCC frcm f. l.. Weigand cf Stearns-Roger, 
dated January 20, 1982. (JMS} 

7i. Pstc lnde?ar'l:lllenta1 
re: :omanc:he No. 
reb'l'Uar;y B. 1982. 

Mei= -from Patriek W. M:Carter 
Z 'f~ihe CNe1"hau1. Ciated 

(JMS} 

72. 

_i'3. 

Psto Memo f?-om 0. R.. I.H of PSto to Sturm-Reger, 
da"ted Fe.bnar;y 8, 1982. [JMS) 

:. 
Pstc Memo of ht!'1:k li!. McCt,_..e,. to Ste1rns-Rooer, 

lined Hovem:.,tr 23, .1982. {JMS) • 

74. Stealll iurbine Generator !ns~ion Rt;,or't. {Jf!'.S) 

75. l..e~e!" -:o Psetl from J. J. !bnovar. of S'U!!.'!"'ns-P-.cger,
C?';ed .>ecember ZD, 1982. (JMS) 



Exhibits Append'ix A 
Oec:i sion }lo. C34-598 
!&S Docket No. 1640 
Phaser 

No. Title and Oesc:riotion 

76. Hotll"ly Payroll Cost_; Contract Comparison. (JMSl 

77. Comanche Turtine Overhaul; Contract ~arison. (JMSJ 

78. PSCo El eetri c: Department El i lllination of F. S. V 
/Pro Forma Rate Basa, 12 Months E.-,ded 
Mal"'dl 31 • 1983. {lilJl) 

79. PSCo Revenue Deficiency • Per USU 

80. PSCo CUl:'I Wol"!cing Capital Requi_rement -·EJ~trfc. 

81. • Response ta Ci ties' 01 sc:0very Request 

82. PSCo Net Original Cost Rate Base. 

83. Total ElectMc - Impact of 
adjust::aents on revenue r-equirement {hand 
penciled· table) 

84. Stolnit:. Answer o-f ?SCo Interrogatory 
Ho. 8 ta. FEA 

as. 1984 Comparison of Cost of Capital Analysis 

86. PSCo 16-Week Cost of. Equity Capital Through 
• Januar:, 27. 1984. 

87. George J. Stolnit:. - Summar:, of Qualifications; 
Schedules. 

Collea-ion of Articles. 

Weekly Bond Yfetd.s from S&P Outlook. 

90. Mfchael O. Oirmeier's Exhibit• Schedules 1-16S. 

91. PSCo Operating Income Impact & Treatment 
of Unb111ed Revenues. 

92. PSCo Working Capital Impact of Unbilled Revenues 

93. Part of Testimony of Jamshed K. Madan in 
I&S Oocx.et Ho. 1525. 

94. PSCo Working Capital, Schedules 5 - s. 
95. PSCo Lead t.ag Study • 1982. (Rel<) 

96. PSCo El eetrfc Department Rate Basa - Net Ol"'iginal 
Cost - Make Whole, 12 Months ~ded Dec!!llber 31", 
1983. 
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Exhibits Appendix ,A 
Decision No. 
IaS Docket No. 
?hue 1 

Ne. Ti t1 e .and Deseri 1>ti on 

97. Letter to PSto from Nue1ear Re9u1at.0ey 
CCmmission w/a't't!dmlents, da'ted Ju1112, 1979. 

sa. Present Value of SS to be Received at the £n.d of 
.December Eaeh Yea.I". (1~ l>iset:>unt Rate Per Yeal" 
/>.ssumed) (JNB) • 

9S. f>T'esent Vahte of $'1.25 to be Received at tM £n.e 
of Each Quarter of Each Year C,~ l>iscoi.rrrt Rate 
:Per Year Assumed) (JNB) 

100. f>T'esent Va1ue of S'l .25 -tc be Received at the £n.d 
of uch .Quarter of uc:h Yul" {10.lBS l)is=urrt
Rate ?er Yetr Assumed) (JNB) 

101. Re~d Staff Comparabie Gl"OUP! and 
Rec:mroencied for Ranges. (JRB). 

102. Sta.ff RecOlllllencied ROE. {.JN!) 

'Functions of ~• Edison .th::!t:"ic lnrti"tU'te 

104. Edison nectric: lnrti'tr..e, L.egis1aticm of Inter:est. 
1983 

105. Pl"'ic,rity 1983 L.egis1ative Issues Strp;,orted by 
the 18: of £EI Resour:es in il"Oad SUpport cf 
L.egislati•e Activ1tiu. 

105. Reso1ution Ado;,tecl by 'the N&tiona1 Association of 
l<egu1 at.0ry Utility CCmmi ssi oners (HA.IWC). 

107. Reso1U'C'ion·Sl.rpi)orting O?neressiona1 .l.egislr:ion.
sponsored by tleetl"'ieity Committee of NAJWC. 
adopted November 1s. 19B3. 

108. "QuaHty Assure.nee ?T-ogram Requi'l"elllll!fft.S for Nuc:1ear 
r'aci1ities", published by The. Jll:llerican Society of 
Mechani ca1 £n.gi neer. 

109. F'Sto Steam--E'lectrit_ iienera-:ing 'Plant Statisti=s 
( l,.ar-pe 1'1 ants ) • 

11 o. Memi1 lync;h 's "Ouantiutiv.e Ana.1ysis". 
November/t)eceml>er 1983. 

1n . :. Edi son !'1 ec:trie lns":i~te Al::tua1 1983 
Dollin Collected or S;,ent blatjonshi~ 
with Separrte1y Funded Orpanin":ions {late filed). 

CS4-SS8 
1640 



PHASE I 

~-

A. 

a. 
c. 
D. 

E. 

F. 

G. 

H. 

I. 

J. 

"· 
L♦ 

M. 

H. 

o. 
.P. 

Q. 

R. 

s. 
T. 

AP?ENCIX A 
OEC!SION no. C84-598 
!&S 1S40 

EXHIBITS 

iftle and Oeseriotion 

Oil""l!Ct rertimony of J. H. Ranniger 

Direct Testimony of R. R. Midwinur_ 

Ofi-ect Testimony of J. N. Bumpus 

Oirect Testimony of Eric. I.. Jorgensan 

Ofi-ect Testimony of 'ilil1iam A. Steele 

_Direct Testimony of Robert L. Ekl and: 

Oi?"el:'t Testimony of Oia.nne L. We11s 

Direct Testimony of James M.. Sumers 

D1N<:t" Testimony of Wal"T"en L. Wend1fng 

Direct Testimony of ~cert L. Marsnai 1 

01i-ect· Testimony of Mal"'C"JS Matityahu 

Direct Testi1110ey of George J. St.olnit::; 

Direct. Testimony of Jamhed K. Madan 

Dil"eC't Test11110ny of Michael O. Oirmeier 

Rebuttal Testimony of R. c. Kelly 

Rebuttal Testimony Richard R. Midwinter­

Rebuttal Testimony J. H. R.anniger 

Rebuttal Testimony of D. O. Hock 

Rebuttal Testimony of Jamu N. Bumpus 

Ret>utta.1 Testimony of ~ouglas C. Baue!"' 



Appendix B 
Decision No. C84-598 
!&S Docket No. 1640 
?h~se ! 

lttst.orv of l>ub1ic Service Ac!justment Clauses 

The C01lliilission in U77 investigated the Sas test Adjustment [GCA) and 

the Fuei Cort Adjustment {rCA) c1auses in cues· No. 5721 and Ho. $700, 

respectively. On Apri1 s. 1378, the Comission in Decision No. C78-414 

entered a decision which. in essence. continued the use of SCA and PaA clauses 

{with a p:-ocedura1 1110difiaticn for an annual he1rin9) .so as 't0 reflect ~e 

oe1ivered price of pipe1int and_we1lhead su. including du:rges for 91theT'in9, 

compress; on and trlnS1)0'1"'tlti on. 1he Comission a 1 so 'T"equi red annua 1 SCA .or 

PSA·repor-..s t.o be ft1ed by t:he utilities, fci1owed by an investigative hearing 

to ent:Olll!)US i,resent i!nd pr-cjeatd marl:et requil"Uleflts f:,r _gas service. and 

-pr-cje~..ec supplies cf gu avai1ab1e_'t0 111Ht 'those 1"eqviM!llllnts, and~ er 

J:ll"Ojeeted c:ur-,.li1ment cf service u a result of inadequate supplies, the .9u 

J)tlrthlse practices of the trtil'l~ies as 1:hey tffKt th_e suc:ess cf ~e 

uti1ities in obt.e.ining adequate supplies of _gu rt rea.sonable prices. :and any 
. . 

ether st:!)ject --=nat the Comllission may wish t.o investiga-U. Certain tecnnica1 

modifi~tions to Decision No. 08-41~ were mde pln"SUlflt 't0 an ~ata notice 

Gated Aprii 7, 1978, l)ecision No. t78-5S3, dated MI.Y 2, 1978, an emu notice 

dated May ~. U7S, and Decision No. C?S-741. dated May 30, 1.978. By Decision 
. 

No. C7S-S41. dated June u. 197S, in A;)p1ication No. 31896, 'the Comi-ssion 

Changed the annual review reqr.tir!lllerrt for Public Servic:e to a ·c;uiti-..eriy -review . . 
l"e'qUi remen""- ~ i:A. hearing fer the peri cd >,pr'\'1 S, 1978 • l)ei:e=er 31 , 1978 

anc aiendar year H!79 w1s hea'l'.'CI on Jt.al"dl -6, 1980 .and r-esu1ted in Decision Ho. 

RBO-1052 dated May 30, 1980. Said ciei:i Si en vu MS&nded by the tcmmi ssi Of! to 

=-~miner TMll!lbu11 by Decision No. cso.rss::.. Deci.sion No. RSD--1710 wu 

.subsequently ent..""i"ed September 2, 1980. 

J.. 1110re specific methodo1ogy hearing based 0n the thirc uad tour:h 

c;ua~e'l"S of 1i7!? wu he1 d en Fe=ruary 14, 1980 in Al)piica-:ion No. 31896 with 

De:~sicr, l-10. CSC·132i being entered therein en Juiy 1, 1980. An errata nctiee 

~s en-:el"'ed Juiy s. 1980. 
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Appendix 8 
Decision No. ca4-598 
!&S Ooclc:et No. 1540 
Phaser 

Appifc:ation for M!hearing was filed to said Decision No. 

ca0-1327 and subsequetrt1y denied by Decision No. ca0-1495 entered Ju1y 

29, 1980. i'her-eaftar, quarterly M!POrts weM! filed by Public Service and 

accept.'"<1 by Decision No. RS0-1542.entered on August a. 1980 and Decision 

No. R.80..ZOS7 entared on Novemoer S, 1980. 

As a l"esult of llearings fn 1981 and 1982, the Company was 
. 

or.iend irt C82,-1413 dat.'"<1 Septamber 7 ,. 1982 to make certain· adjus1::lel'lt to 
I • 

Account Ho. 164- (gas stoNd) and adopt the t.IFO ·accounting method. 

In Application No. 34815, as appl"'Oved by Decision No. R.82•1406, 

also datad Septemb~r 7, 1982.., a revised methodQlogy wu adopted which 

basfcally r-et:urns: to annual normalized volumes with an over/under 

~cover,y mechanism (Account 191) and allQWS for an fnterest offset. 

On September 13, 1971,. the Calmrission entered its Decision No. 

91290 fn Cue 5700 dealfng with the FCA tariff of Public Service. The 

Coumission authorized th& continued use of an FCA clause subject to 

certain modifications suets as the e,celusfon of transportation costs, and 

costs asscciat...'"<1 with unloading, handling of stockpiles. fuel treatnent. 

and ash disposal. The Colllnission also i-equired quarterly audits and 

hearings with r-.spect. to the implementatfon of the FCA clause. The 

Commission also ordered Public Service to credft against the FCA certain 

amounts as a result of moneys paid by Public: Service to Fuel Development 

Resou?"!:!es Co111?any during the period October 1 r 1973. to November 1 , 

1977. Cel"tain iiiOdifications to Oecisio..1 Ho. 91220 were made subsequently 

by Cecisfon No. 91519, datad October 20. 1977, Decision Ho. 91577. dated 

Oetober 31, 1977, Oecfsfon No. 91868, dated December 22, 1977. Oe<:ision 

No. 91904, dated January 4, 1978, Decision No. C78-1S8 dated Feor--.tary 7. 

1978, Oe<:ision Mo. C78-280, dated March 7, 1978, and De<:ision Ho. 

C79-432, dated Ma?"!:!h 27, 1979. Decision Ho. R78-746, dated June l, 1978 
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Phase I 

{which became the Decision of the CO!mrission on June ?'I, 197B} 1pr,oveo 

the firrt qua.l"ter1y n-port fi1ed by J>ublic Service with regard tc its rCA 

tariff. Subsequent Public Se!"Vice Quarterly Rt-por-"'..s have l>ffn apFOved 

b.Y the CQlllll!issicn l:>y Decisions Nos. R.78-1033 (Jwgust 2, 1978), Ri'S-1464 

(November 9, 1978), R.79•252 (February 26, 1979), lv9'!"7HI (Mey 14, 1979), 

a1s-nso CJu1y 26, 1979). R.79-1680 Ctk'"..ol:>er 26, 1979). RS0-158 CJanuary 

' 28. l SBO}, J>.80-850 (Mey l, 1980) , JZS0-1 S41 {Jwgurt 6, 1980) .and J>.80..2088 

(November 5, 1980). on Se;,--..eml>er 23, 1980, by ~ision No. cao-un. in 

App1iczticn Ho. 32603, the Caamissicn authorized J>ub1ic Service tt> 

cc,mi)ine its PPA and FtA into an e1e~ic cost adjustment CECA). By 

Decision Ne. C7S-734 ;·n •Appl icaticn Ho. 31012, entered en 14!.Y 30, 1978, 

PL!l>1ic Semce 'had l.'>ffn authorized tc file a J>ur-..msed !>ewer Adjustment 

(P?A) r:,rovis'icn. The £CA also is the mort recent mecbanism .used 11.Y 

PLll>1ic Semee 'tO recover, 1n addition. "transportation costs nla-ted to 

fuel. and non-firm pur:hued J:IOW'fr =r..s. Subsequent J>ublic Service 

quarterly r-epcrts, with rega~ 'tO 'the ECA, have been apr:,roved by ttie' 

eomissicn by Des:ision Nos. RS'l-446 (Ma.rd'! 13.. 1981} a.nd .RS1-1136 {JWte 

29, 1981 ). 

On Ocl:Ober S, 1SS1 l:>y Decision Ho. RS1•1704, exce;:ition wu 'taken 

t.o "the fc11011dng items in the tCA.: 1. Maintenance Rt1ated Item; 2. 

S-:ores (parts and equi;nent); 3. Adm'!ni~-:ive l.al:>cr; -4. T:aekage 

Ri¢,u; S. h-0;:,erty l'ti¢1U; 6. tleJ:tMtciation and, 7. 'Ra.i1n>a.d tar 

l.ease. On February 19, 1982 by !lecisicn No. l62•250 excer,-:ion was 1i;ain 

taker. to the fo11owin; items in the ECA: 1. M&ir..enan:e Related Items; 

z. Stores {par"".S- and equipment). 3: Aaministntin Laber; 4. irac:kage 
-

Ri¢7U; 5. PT-o-pe!"'tY l'tig~..s; 5. DeJ:tMtcia~cn and, 7. Rai1r-oacl tar 

i..e~se. :O=nission Decision No. RS2·250 a1sc ordel"9d •M1ic Service 

C0ffl;)any of Co1oraoo and S-:aff of· the Comiss1or. shai1 present a:: t."ll! 
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hearing in regal"d to the quar-1'..er1y '!"!ports for t."te fourt."I quar.ar1y 

l"'eporting period in 1981 !""!Commendations l"'egarding the coal fnventory 

adj us"t:lent made at th_e C.t.me'J p1ant of ?ub 1 i c: Serti c:a CQmpany of 

CQlorado.~ Decision ~o. R82-250 r-equi'M!d the following changes in 

repol"ti ng l"'e1:IUi rements: 

..A. Pawnee Un1 t One sha11 be added to the list of p1 ants for 
which i,lant produmvi-ey data fs. reporta<t. 

S. rroul:lle log data pruem:ly sublllitt--<i shall oe· replaced ·11it."I 
unit outage for:IIS for those units included fn the plant . 
produmvit'J report. Unit outage forms for all generating 
units shall be available for audit. 

C. Ffl"'!II Purdlased Power report and Non-Firm Ener-gy Ptirdlase 
Recol"d shall be rep1 aced by a Pul"dlased Ener-gy Summary. 
Details of fim and non-fir:n pul"dlases on a ~afly basis 
shalT be a~ailable far audit. 

O. The presently submitted stlll'l'llary of physical operations
central sysU!m, shall be available for audit, howeve~. only 
the summary fo-,. the 1ast day of ea.eh month sha11 be 
submitted. with the filed data. 

t. A report of scheduled mafntananc:a shalT be submit-..ed ea.ch 
quarte-,.. This report shall c:aver the twelve--month period 
subsequent to the qua.rte.,. which is being audited. a 

Cmmrissian Oe<:fsion No. CS2-388 dated Mar-eh· 15, 1982 denied 

l"'!eonsideration of Oeci.sion Ho. R82-2SO. 

Colllnission Oeeision No. CS2-575 consolidated Oecision Mos. 

R82-260, R82-2S8 and R82-2S9 for rehearing, rea.r-gument and 

r-eeonsideraticn. Ccmmfssion Decision No. RSZ-1170 ordered Public Service. 

to adjust fts tr-anspol"tation charges by those itams set forth fn Decision 

No. RSZ-ZSO and also to delete. its inventory adjustnent at the Cameo 

plant. Colllllission Decision No. RS:3-1337 (August 26, 1983) ordered Public_ 

Service to adjust its tr'anspol"tation charges oy·dele.ting $1,096,501 from 

the ECA calculation. Comission Oe<:ision·No. R83-13SS ordered Public: 

Service to de1eta Si • 739 .an fram the ECA. Co::mi ssi on Oecisi on No. 

RS4-44 CJanuary 13. 1984) changed pub1i c hearings on the ECA mm 

quarterly to semi-annual hearings. 
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Appendix S 
Oeeisfo~ No. C84-59S 
!&S Docket Ho. lo40 
?n.ue l 

?ub1i: Service was ordered 't.0 ce1ete its invent.ory acrjus:ment of 

the Cameo Pi ant ancl credit to the ECA S109 •OZS. lntenst wu ordered 't.0 

be ereoited at tljat !"?te the company was required 't.0 pay on cu.r..mer 

deposits at -:he time of the over-c011ec:tion. 

Public: Servic~ aho wa:s ordered t0 ce1ete ce!"""..ai:n purdlued 

power eorts and steam 1)1ant· fue1 costs in the amount of $525.325.13 for 

faihtre of Fort St. '\train to genente t0 a stan41rd amount. Such amount 

was c'l"der-ed -= be C'l"edited 'to the £tA with interut lt the Cl.lS'tO!ler' 

deposit rate at the time cf -:tie over:o11ection. 

https://525.325.13

