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Gentlemen:
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Financial
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40.2%
$1,862,273
$1,612,646
$ 136,623
$ 261,666
$ 265,385
$4.814.204

6,568"

56,274

58,477

Operations

$1,260,769
21,815
1,015,290
$ 568,886
244,956
895,338







At the same time we were working 1o refine our business focus wid mandge Costs, we
were active in growing owr market through the successful joint acquisition of the
Colorado-Ute Electric Association. Through a unique partnership with PacifiConp and
Tri-State Generation and Transmission, our company was able to add approximately
half of Colorado-Ute's wholesale electric load 1o our system and acquire additional
generanng capacity. As a vesult, we increased our market, decreased our percentage
of purchased power. and plaved a leadership role tn resolving a difficult economic
problem in the state of Colorado.

Another accomplisbment in 1992 was the successful completion of the defueling of our
Fort St Veain nuclear power plant abead of schedude and wunder budget.  Decommis-
sioning s undercay. and ¢ anticipate converting the plant to a natural gas-fired

Jacility

The merger of our natural gas pipeline subsidiary. WestGas, with the parent company
was i response o the changes which will vesult from FERC Ovder 636 Throwgh increased
symergies and the more efficient use of our resources, we will be better able 1o meet
competitive challenges. and focus on market growth in the increasingly complex
natural gas industry.

Regulation wil continue 1o play a key role in our ability to meet the challenges of our
competitive business environment. Much of 1992 was spent preparing for the January
20. 1993 filing of a vate case with the Colorado Public Utilities Commission. Our filing
requiests electric and natural gas rate increases based upon imnovative regulatory prin-
ciples, mcluding the use of a forecasted test period and performance-based incentives

in conpunction with owr 1991 rate settlement agreement, the company bas also been
an active participant in the development of various energy conservation programs.
These programs involve bow we provide assistance to low-income customers, bow we
plan to meet vwr resource needs, how earnings can be separated from sales. and bow
we can recover costs and earn a fair return on efforts that reduce demand for our
products. By working in partnership with our regulators and other interested parties,
we believe we can effectively address these issues while balancing the interests of our
stakebolders

Forming partnersbips with our customers remeains a key component of our success. and
1992 saw new alhances created and existing ones strengthened. With increasing
competition in the industrial and commercial segments of our business, we realize
that our customers bave energy options. We strive 1o understand their business needs
and provide products and services to meet those needs. Helping our customers stay
competitive tn their industries belps our company stay competitive in its marketplace

The energy services tndustry plays one of the most critical roles of any industry in
America. It fuels our ecomnomy and, in turn, our quality of life. Because our company
Plays a key role in the well-bemg of the communities we serve. we will continue 10 pursue
cur goal of providing the bighest quality products and services at competitive prices—
creating energy for prosperity and growth in the Rocky Mountain region.

D. D Hock

Chanenmany. Pressdeny ynd Chsed Executive Officat
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Public Service Co of Colorado is an investor-ouned
electric. natural gas and thermal energy utility. which
serves approximately 2.7 million people througboit

Colorado and the Cheyenne, Wyoming area

Headguartered in Denver. Colorado, the compan
operates eight steam-electric plants, six bydroelectric

Jaciines, a dountown Denver thermal energy service

and an extensive natural gas system that includes
more than 13,300 miles of natural gas distribution
priping

The company s comsolidated financial statements
include the resu s of its subsidiary operations

Western Gas Supply Company e of the larpest
natural gas pipene systems in the Rocky Mowntain
regiom (merged inte Public Service Co. January 1. 1993)

Fuel Resources Development Co. . an o1l cind
natural pas exploration, development and production
company with operations thraughout the Rocky
Muowrttainm region

x
-

Cheyenne Light, Fuel and Power Company
electric and natural gas company serving the
Cheyenne area

Natural Fuels Corporation i company thal is
building the infrastructure for natural gas vebicles
and sells compressed natural gas as a
transportation fuel

Bannock Center Corporation o roal estate
mpesiment ¢ un.rpu)“

Welton Properties . « company that ouns and

manages real estate for utility operations; and

P.5S. Colorado Credit Corporation (10 P.S.R.

Investment, Inc. (o finance subsidiarios




Financial Information |




OPERATING STATISTICS

Natural Gas Service Statistics

Bof Gas Deliveries
o Change
Customers {000)
% Change
Average Annual Residential
Mct Usage

% Uhange
Annual Heating Degree Days
% Change
Average Residential Revenue
Per Mcf
% Change
Average Annual Revenue Per
Residential Customer
% Uhange
Daily Availability-{MMcf)
Maximum Peak-Day Sendout (MNMicf)

% Change

oloradc angd Subsi

aianes

1982

245.0
5.3%

B95.3
1.9%

108.5

(8.4)%

$3.76
0.5%

$412
(5.7)%

1,506

1,282
(0.5)%

1992

21,815
6.7%

1,016.3
1.5%

10.5)%

7.20¢
1.8%

$470
1.3%

3,787
5.3%
24.0%

9B.7%
13%

$21.14
$ 207

$ 1.1
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FINANCIAL AND STATISTICAL DATA

>t { LOIorago ang Subs

Jiares

1982

$1,.260.8
5686.9
326

$1.,862.3

$ 1366

136.6
121

§ 1245

$2.16

$2.16

$2.00

57,558
58,477

$3,760
$1,101

140
1,197

$2,737

40.2%
6.8%
43.8%
8.2%
$261.7
9.6%
$146.3
57.5%

8.1%

11.7%
11.7%
2.43x
28%
026"
$18.83
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MANAGEMENT'S DISCUSSION AND ANALYSIS

Overview
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Electric Sales, Revenues and Energy Costs
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misms on prices of units sold as well as volume changes in
unit sales. The following tabie details the annual changes in
revenues when compared 10 revenues Tor ihe preceding
year for these components

{Mikons of Dollars)
1992 1993
Elecing revenyes
Base rate changes. net of
reguired customer refunas S0 § (137
Ewectnic cost adjusiment 37.8 2ra
New wholesaie CuSiomerns 43.0 .
Sales volume ana other changes 165 209
Nt inGreass !_m § 348

Base rates are only changed through rate proceedings,
either formal or informal with the Company's reguiatory
agencies Over the past several years, the Company has
been involved in numerous settiement agreements with the
CPUC and other parties which generally reduced electric
reveriues. There are currently two separate eleciric rev-
enue reductions in place, a 1.41% reduction designed to
adjust for an gamings imbalance between the glectnc and
gas depanments and a 3.38% reduction related 1o the set-
tliement of the rate case filed in early 1991, Both reductions
are 10 remain in effect until the completion of the rate case
filed on January 20. 1983 and are discussed in more detall
n Note 8 Commitments and Contingencies in the Notes 1o
Consolidated Financial Statements along with other rate
issues. During 1981 only the 1.41% reduction was in place
as compared 1o three separate rate reductions in place
during 1990, A 4.29% reduction was in effect from January
through April 1990, a 1 11% reduction was in effect from
May through November 1990, and the 1.41% reduction
was In eftect for Decemper 1990 The difference between
the 1990 reductions and the 1931 reduction resulted in
fugher revenues in 1991, when compared to 1990 This
increase. hpwever. wae offset by the effects of the $22 mil-
lion electric refund made in 1991, pursuant 1o the 1991 rate
case settiement agreement

increased revenues from electric Kwh sales 1o the four new
wholesale customers, resuling from the Colorado-Ule asset
acqguisition, amounted 10 $43 million in 1992, Such Kwh
saies contributed significantly 10 the 6.7% increase n total
electric Kwh saies in 1992, compared to a 1.5% increase in
1991 over 1990 In acdiion 1o these four large wholesale
customers, the Company has continued 10 experience
moderaie growth in customers of 1.5% in 1992 and 1.0% in
1391, when compared 10 the respective preceding year
The Company anticipates customer growth 10 be in the
1.2% range in the near-term

The Company and Cheyenne Light. Fue! and Power Com-
pany (Cheyenne) have in place ECA mechanisms which
recognize the majority of the eftects of increases in fuel
used in generation and purchased power and allow recov-
ery of such costs on a imely basis. As a result, the changes

in revenues associated with these mechanisms in 1992 and
1991 had iittie impact on net income

Total energy costs rose 10% in 1992 and 7% in 1891 when
compared 1o the respective preceding year The increase
in fuel used in generation expense In 1992 was due to a 14%
increase in generation at the Company's power plarts par-
tially offset by a iower per unit cost of fuel The increase in
1991, however. was due 10 increases in the per unit cost of
fuel along with & slight increase in generation Purchased
power costs increased in 1992 due 1o higher per unit costs
for the power purchased, ratner than increased purchases.
The increase in purchased pOwWer Costs was primarily asso-
ciated with new contracts entered Into in conunction with
the Coiorado-Ute asset acquistion. The cost of electric
energy purchased under these contracts is at a per unt
cost In excess of spot marke! purchases which have been
utifized 1c a greater degree in prior years. As a result of these
agreements, short-term frm purchases have gecreased.

Gas Sales, Revenues and Purchased Costs

Gas operating revenues decined $18 7 million n 1992, when
compared to 1991, reflecting the net effects of the Gas Cost
Adjustment (GCA) mechanisms on prices of units sold as
well as volume changes in unit sales. The Tollowing table
details the annual changes In revenues when compared 10
revenues for the preceding year for these components.

{ihiliong of Doliars}
1992 1981
Gas revenues:
Base rate changes s - 8§ 142
Gas cost adjustmen &i {137
Baies voiume and other changes 254
Net inprease [gecrease) Qm § 28

The declhine in gas operating revenues in 1992 was primarily
due to gecreased gas saies. Gas sales (which exclude
transportation services and gathenng and processing
activities) are sensitive 1o changes in the weather and de-
clined 5.2% as 1t was 10.3% warmer than normal in 1992
Gas sales for 1991 increased 4. 2%, when compared to
1990, a8 a result of colder than normal weather experi-
enced during that year. Although gas sales have fluciuated
in recert years, the Company continues 10 expernence
growth in transporation senvices and gathering and pro-
cessing activites. The per unit fee charged for ransporta-
tion services, while significaritly less than the per unit fee
charged for a sale 10 a similar customer, provides an oper-
ating margin equivalent 10 the margin earmed on gas soid.
In addition and similar 1o gas transportation services, the
per unit fee charged for gathering and processing activities
is also significantly less thar the per unit amount charged
for the sale of gas Therefore, increases in such activities
will not have as great an Impact on gas revenues &s in-
creases in deliveres from the sale of gas but will have a
positive mpact un operating margin. Revenues were posi-
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tively impacted in both 1992 and 1981 by the 2. 77% posi-
tive gas revenue adjustment mstituted in November of 1990,
which was designed to reclify the earnings imbalance be-
twaen the elacine and gas departiments.

The number of gas customers increased at arate of 1.9%
and 15% 1in 1992 and 1991, respectively, when compared
to the preceding year, and the Company anticipates cus-
tomer growth of approximately 1.6% dunng the nearten,

The Company and its reguiated subsidiaries have in place
GCA mechanisms for gas sales, which recognize the maj-
ority of the effects of changes in the cost of gas purchased
for resale and adjust revenues to refiect such changes in
cost on a imely basis As a result. the changes in revenues
associated with these mecharisms i 1982 and 1991 had
littie impact on net income. However, the fluctuations in gas
sales atfect the amount of gas the Comipany must purchase
and. thereiore. aftect gas purchased for resale experse
along with increases and decreases in the per unit cost of
gas The decine in 1992 purchased gas cosis was due 10
lower sales offset by an increase in the per unit cost of gas
when comparecd 10 1981 The ncrease in gas purchased
for resale expense in 1991, when compared to 1990, was
due 10 higher gas sales

The decline in 1992 other operating expenses 1S primarily
atributable 1o cost contanment efforts instituted through-
out the Company couplea with lower nuciear related costs
This decline was offset 10 a centan degree by costs incur-
red 10 operate assets acquired as pan of the Colorado-Ute
asset acguistion. The Company's nuciear power 1.'ant was
shut down in 1388 and defueling commenced it 19%0. Due
1o spent fuel shipping delays. the Company »scognized
$13 1 milion i aaditional expenses in 1991 Inaddition. ihe
Company recorded $7.9 million in present vaiue adjust-
ments in 1997 associated with the detueling and decom-
missoning liabtlity. There were no such nuciear expenses
recorded in 1992 The inclusion of the $13.1 million nex-
pensesin 1991 was the primary réason ior the increase in
other operating expenses in 1891 when compared 10 1990

Other non-tuel operating expenses in 1992 also include the
recognition of the charges to earmings associated with the
Synhytech and BCC transactions of approxmately $26 9
milion and $11.4 million, respectively.

Higher depreciation and amortization expenses in 1992
coripared 10 1991 reflect the effects of the Colorado-Uite
asset acouisihon

The decline in 1992 ang 1991 income tax expense. when
compared 10 the respective preceding year. is primarily
aftributable 1o lower pre<tax income It addition, the recog-
nition of Mgher 1ax deductions in the current period, for which
rio deferred taxes were provided. also contributed to the
deciine in 1992 income tax expense

18

To finance the acquisition of Colorado-Uite assets, the Com-
pany ssued $250 miliion in Frst Mortgage Bonds. The in-
creased outstanding long-term detit as well as increased
short-term debt resulted in a corresponding iNcrease in
interest expense in 1992 The increase in inerest expense
in 1991, when compared 10 1990, was the result of Increases
in long-term debt ssued throughout the year

Not Yet Adopted

in December 1990, the Financial Accounting Standards
Board (FASB) issued Statemerit of Financial Acoounting
Standaras No. 106-"Employers Accounting for Post-
retirement Benefits Other Than Pensions’ (SFAS 106) which
establishes the accounting and reporting standaras for
postretirement benetits other than pensions . The statement
requires the aceruai, during the years that an empioyee
renders service 10 the Company. of the expected cost of
providing postretirement benefits to the empioyee and the
employee's beneficianes and covered dependents. The
staterment mus! be adopted in January 1993 Two recent
rate seftiement agreements address the accounting and
regulatory treatment of such costs. The first agreement
requires the Company 1o continue 1o recover such costs on
an as paid basis until the effective gate of new rates. At that
time, the Company would be ailowed 10 recover such costs
according 1o a CPUC prescribed approach. which would
also result in the recognition of a regulatory asset. The
Emerging Issues Task Force (EITF) of the FASE. however,
has recently issued guidance conceming what evidence is
necessary 10 support the racognition of a regulatory asset
whien adopting SFAS 106. The Company's CPUC pre-
scribed approach is not currently within this guidance {see
Note 10. Employee Benefits in the Notes to Consolidated
Financial Statements) Should the currently approved
methodology not be madified to conform with the EITF con-
sensus, the Company would be requited fo record as an
expense the difference between the amounts aliowea in
rates and that reguired by SFAS 106, As a result, the Com-
pany has initiated discussions and negotiations focused on
resolving this Issue 10 the mutual acceptance of all parties
10 the settiement agreement without disrupting the overall
agreement.

In February 1992 the FASB ssued Statement of Financial
Accounting Standards No. 108-"Accounting for Income
Taxes' (SFAS 109) This statement must be adopted in Jan-
uary 1993 SFAS 109 establishes new financial accounting
and reporting standards to recognize tax liabilties and assets
that resuft from an enterprise's activities dunng the current
and precedng vears. The Company believes that applica-
tion of the new standard will not have a material impact on
the Company's results of operations or financial posiion.

In November 1992 the FASB ssued Statement of Financial
Accounting Standards No  112-"Employers’ Accounting for
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The construction programs of the Company and its subsi-
dianes are subject 10 continuing review and adjustment. In
parhicutar. actual construction expendiures for the elecine
systerm may vary from the estimates due 1o changes in pro-
ected ioad growth, the desired reserve margin and the
avaliability of purchased power. as well as altlemative pians
for meetng the Company's long-term energy needs In ad-
dtion. actual oecommissioning and oefueiing expenses may
exceed the estimates due 10 a vanety of faclors discussed
inNote 3 Fort St Vrain Nuciear Generating Station in the
Notes 1o Consolidated Financal Statements

At December 31. 1892, the Compary and its subsidiaries
estimated that their 1993-1995 capital requirements would
be met prncipally with approximately $643 million from
external sources and with tunds from operations. The Com-
pany and its subsiciaries may meet ther external capital
requirements through the issuance of first morngage bonds,
preferred and/or common stock, by increasing the level of
borrowing under PS Colorado Credit Corporation's (PSCOC)
mediumi-term note program of through shor-term borrow-
Ing under committed and uncommitied bank borowing
arrangements discussed below. The financing needs ar:
subject 10 continuing review and can change depending
on market and business conditions and changes. if any. in
the construction plans of the Company and iis subsidiaries

Tne Company s Automatic Dividend Renvestment and Com-
mion Stock Purchase Pian allows its sharehoiders 1o pur-
chase additional shiares of common stock of the Company
through the reinvestment of cash diviclenas at a 3% discount
for new issue shares and no price discount on open market
shares. Aaditonal shares of common stock may alse be pur-
chased with ophonal cash payments with no pnice discount.
The 1993-1985 proceeds frorm the dividend reinvestment plan,
estimated at approxcmiately $102 million, wili aiso provide
funds to meet the capial reguirements of the Company

At December 31, 1992 the Company and its subsidianes
had temporary cash investments of $41.5 million

As of December 31, 1882 PSCCC had borrowed $154 8
miifiion in shor-term debt, for use primarily in the purchase
of the Company's customer accounts receivabie and fossil
fuel inventories. PSCCC may periodically convert shon-erm
debt to medium-term notes. As of December 31, 1992,
PSCCC had no medurm-term notes outstanding. The level
of financing of PSCCC is tied directly to daily changes in
the level of the Company's outstanding customer accounts
racetvabie and morthly changes in fossil fuel invenonies
The Company expects that the amount of inancing associ-
ated with PSCCC will vary minimally from year-1o-year al-
though seasonal fluctuations in the level of assets will cause
coresponding fluctuations in the ievel of associated financing

In 1990, the Company filed a registration statemertt with the
Securities and Exchange Commission {SEC) for the ssu-

ance of $500 million principal amount of first mongage
ponds of which $200 million was designated for a secured
medium-term note program. As of December 31. 1922,
$141 .5 million principal amount of medium-term notes had
been ssued. in addition to the medium-term notes, $250 mil-
lion of first mongage bonds had been issued for the acqui-
sition of Colorado-Ute assets and 1o retund portions of the
Company's short-ferm outstanding oebt

The Company s Indenture permits the ssuance of add:-
nonal first mortgage honds 10 the extertt of 0% of the value
of net additions 1o the Company’s utility propery, provided
net earnings belore depreciation. laxes on ncome and
interest expense for a recent twelve month period are at
ieast 2 5 times annual imerest requirements on all bonds to
be outstanding. At December 31 1992 the amount of net
additions would permit {and the net eamings test would not
prohibit) the issuance of approxmately $121.1 million of
new bonds (in addition 10 the $200 million principal amourt
of secured megium-erm notes discusseo above) at an as-
sumed annual Interest rate of B 48%. The amount of nel ad-
ditions used tor this calculation inciude propeny acquired
prior to January 31, 1992, and consequently does not in-
clude the Colorago-Uite assets or other praperty additions
acguired after January 31. 1992 Coverage under the net
eamings test. al December 31, 1882 was 459

The Company s Restated Articies of Incorporation prohibit
the issuance of additional preferred stock without preferred
shareholder approval, unless the gross income available
for the payment of interest charges for a recent twelve
month period is at least 1.5 times the total of (1) the annual
interest reguirements on all indebledness 1o be outstand-
ing for more than one wear and (2) the annual dwidend re-
guiterngnts on all preferred stock to be outstanding, At
December 31, 1992 gross income available under this
requirement would parmit the Company , if aliowed under
the prowisions of the Company's Restated Articles of incor-
poration. 10 issue approximately $1.3 bilion of addtional
preferred stook at an assumed annual dividend rate of

7 63%. Coverage of gross income 1o interest charges was
2 94 at December 31. 1992,

The Company s Restated Articies of Incorporation prohibit,
without preferred shareholder approval, the issuance or as-
sumption of unsecured indebtedness, other than for refund-
NG purposes, greater than 15% of the aggregate of (1) the
total principal amount of all bonds or other securities repre-
senting secured ingebledness of the Company, then out-
standing. and (2} the total of the capital and surpius of the
Company, as then recoroed on its books At Decemiber 31,
1992, the Company hag outstanding unsecured indebted-
ness, Including subsidiary indebtedness with the credit
support of the Company. in the amount of $35.8 million.
The maximum amount permitied under this imitation was
approxmately $364 million at December 31, 1092,
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REPORTS OF THE AUDIT COMMITTEE
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AND INDEPENDENT PUBLIC ACCOUNTANTS

Pubiic Service Company of Colorado and Subsidharies

Report of the Audit Committee
of the Board of Directors

The Board of Directors of the Company adadresses s over-
sight responsibiity for the consolidated financal stalements
through its Audit Committee. The Audit Commitiee meets
reguiarly with the indepenaent cenified public accountants
and the intemai auditor 10 discuss results of their audit work
and their evaluation of the adegquac ; of the infernal conrols
and the quality of financial repoming

in tulfiling its responsibilibes in 1992 the Audit Committee
racommended 1o the Boare of Directors, subgect 1o share-
hoider approva), the selection of the Company's indepen-
dent certified public accountants. The Audit Commitiee
reviewed the overall scope and specific plans of the inde-
pengent cenified public accountants and nternal auditor's
respective audt pians, and discussed the ngependent
certified pubtlic accountants’ management letter recom-
mendations. approved their general audit fees. and re-
viewed her non-audit services 10 the Company.

The commitiee meetings are designed to facitate open
communicatons between internal auditing, independent
cenificd public accounants. and the Audit Commitiee To
ensure auditor independence. both the independent ceni-
fied public accountants and nternal auditor have tull and
free access 10 the Audit Commitiee

J Mohae Powers. Uhairmnan
Ayt Cormemittese

Feoruary 16. 1983

Report of independent Public Accountants

The Board of Directors and Shareholders
of Public Service Company of Colorado

We have audied the accompanying consolidated balance
sheets of Public Service Company of Colorado (a Colorado
corporation) and subsidianes as of Degemiber 31, 1982 ang
1981, and the related consolidated statements of ncome
rétained earnings and cash fiows for each of the three years
in the period ended December 31, 1982 These financial
statements are the responsitility of the Comipany 's manage-
ment. Qur responsibility is 1o express an opinion on these
financial statements Dased on our audits

We conducied our audits n accordance with generally
accepted auditing standards. Those slandards reguire that
we plan and perform the audit 1o obtan reasonable assur-
ance about whether the financial statements are free of
material misstatement. An audi! mtludes examining, on a

22
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1est basis, evidence supponing the amounts and discio-
sures in the inancial statements. An audit alse ncluges
assessing the acoounting principles used and significant
estimates made by management as well as evaiuating the
overall financial statement presentation. We believe that our
audits provide a reasonable basis for our opirion,

in our opirvon, the financiat statements relenred to above
present farrly, in all material respects. the financial position
of Public Service Company of Colorado and subsidianes as
of Decermnber 31, 1992 and 1991, and the results of their oper-
atons anda their cash flows for each ¢f the three years inthe
penod ended December 31, 1992, in conformity with gener-
ally accepted accounting principles

As more fully d'scussed in Note 310 the consolidated finan-
cial statements, realization of the Company s investment in
its Fort St Vrain Nuclear Generaling Station (approximately
$62 5 million at December 31, 1992), as well as the tax el-
fects of previously recognized tax deductions associated
with such investment for which no deferred taxes were
required to be provided (approximately $7 5 milion at Dec-
ember 31, 1992), s pnmarily dependent on the Company's
ability 1o repower the facility as a natural gas fired plant. the
eventual outcome of which cannot be determined at this time.
In addition. as more fully discussed in Note 3 to the consoll-
dated financial statements, the adequacy of the Comipany’'s
recorded liability for defueling ang decommissioning its Fort
St Vrain Nuclear Generating Station (approximately $141 0
milllion at December 31, 1982) s pnmarily gependent on
assurances that the dismantiement and deco. nmissioning
of the Fort St Vrain Nuclear Generating Station can be
accomplished at currently estimated costs and that the
spent fuel storage and shipment [ssues are successtully
resolved. The outcome of the above issues cannot be deter-
mined at this time. The accompanying financial statements
do not include any adustrments that might result from the
outcome of these unceriainties

Arthur Anclersen 8 Co
Denver Colorado

‘GDI'JB-"\' 16, 1903




CONSOLIDATED STATEMENTS OF INCOME
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1992

$1,260,769
568,886
32,618

1,862,273

182,832
366,949
343,188
346,368
72,540
26,893
11,370
127,317
82,040
53,148
1,612,646

249,627

7,378
734

257,739

92,581
1,790
30,669
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Dividend Requirements on Preferred Stock 12,077 12439
Earnings Available for Common Stock $ 124548 § 137459 § 133705
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CONSOLIDATED BALANCE SHEETS

Steam ang other
ommon 1o all departments

.

onstruchon In progress

Fort St. Vrain related propery (Note 3

)
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LESS ACCumuiated gepreg ator

Total Property, Plant and Equipment
investments, at Cost
Current Assets:

Lash and temporary cash investiments
Accounts recelvable, iess reserve for uncollectibie accounts

($3.36a at December 31, 1992, $4.741 at December 31, 1981)

Accrued unbilled revenues (Note 1)

Recoverable purchased ¢

energy costs-net (Note 1)
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Total Current Assets
Deferred Charges:
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Pension benefits (Note 10)
Other

1992

$3,231,876
898,952
87,458
280,416
236,179
4,734,881
1,719,913
3,014,968
79,323
16,782
62,541
3,077,509
19,225

51,155

151,643
72,795

45,640
81,002
33,573
14,393
20,984

6,151
2,191

479,527

20,361
118,283
15,629
28,039

183,322

$3,759,583

1992 &

= )
& B o

ry

1967

&



Common Equity:
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ferred Stock (Note 4):
Ol SubDjeCt 10 mangaiory regerny

St s Ao 4 sdemption at 1

Term Debt (Note 5)

Noncurrent Defueiing and Decommissioning Liability (Note 3}

Commitments and Contingencies (Notes 3 and 8)
Total Capital and Liabiiities

1992

$ 853,322
247,725

1,101,047

140,008
43,078
1,196,959
2,481,002
88,124

250,626
2,576
182,690
16,807
80,312
31,032
52,896

706,519

59,867
129,248
275,247

19,486

$3,759,583
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CONSOLIDATED STATEMENTS OF RETAINED EARNINGS

Public Service Company of Colorado and Subsidiaries

Retained Earmnings at Beginning of Year
Net Income

Dividends:
On cumulative preterred stock

$100 par value
4 20%, senes
4% senes
4% sernes
4 64% senes
4 0% senes
4 90% 2nd sernes
7 15% seres
7 50% senes
8 40% series

§$25 par value
8 40% seres

On common stock
$2 00 per share in 1982, 1991 and 1990

Retained Eamings at End of Year

Years ended December 31

1992

$238,715
136,623

375,338

420
744
283
742
735
735
1,787
1,620
2,051

2,940
12,067

115,546
127,613
$247,725

$212514
143 693
362,207

420
744
293
742
735
735
1,787
1,665
2139

2940
12,200

111,292
123492
$238.715

1882 19871 & 1980

caniae of ',fmay!!'.

1991

1990
$186,284
146,144
332,428

420
744
293
742
735
735
1,787
1,755
2.254

2.940
12,405

107 508
119914
$212514

he aocompanying notes 1o consolidated inancal siatements are anntegral pan of these financial stalements
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Net Cash Provided by Operating Activities

Redemption of preferred stock

LVIgenae on commor
,:v‘-\q:_.r.':-: on preferred stock

Net Cash Provided by (Used in) Financing Activities
Net Increase (Decrease) in Cash and Temporary
Cash Investments
Cash and Temporary Cash Investments
at Beginning of Year
Cash and Temporary Cash Investments
at End of Year

1992

$ 136,623

134,335
26,893
11,370

(5,138)
23,766
(7,378)
10,380
6,024
(24,670)
10,373
32,965

(49,066)

23,011

(57,207)
521

272,802

(261,666)
(265,385)
7,378
(3,187)
(6,348)
97,357

(431,851)

48,914
296,476
(94,197)
831,200
(781,304)
(714)
(114,454)
(12,081)
173,930

14,881

36,274

$ 51,155
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1. Summary of Significant Accounting Policie

Consolidation

Revenue recocnition

Allowance for funds used during construction (AFDC)

Statements of cash flows

Income taxes




come tax or allernative minimum tax (AMT). Any excess of
AMT over regular income tax becomes a oredit which may
be applied agang! tuture regular tax liabilities

Investment tax Credits are no longer avanable to the Com-
pany and its subsidianes as a result of the Tax Relorm Act
of 1986 Previously recorded mvestment tax credits have
been geferred and are being amonized 10 iIncome over the
productive lives of the reiated property

Amortization ot debt premium,

discount and expense

Debt prerium, discount and expense is being amortized
o ncome over the respective onginal ives of the applica-
bie ssues or as directed by the CPUC.

Recoverable purchased gas and electric

energy costs-net

The Company. Cheyenne and WestGas recover cenain
purchased gas and electno energy costs, in excess of
amounits recovered through base rates, from their retail
customers through various gas and elecirnic cost adjust-
ment tarifis. These cost adjustment tariffs, which ncluce a
provision for the collection of deferred purchased gas and
electnc energy Costs. are revised periodically as prescribed
by the appropriate reguiatory agencies. The deferred costs
are the difference between actual costs incurred and the
amounts currently recovered from customers. A substantial
portion of this deferred amount represents the costs incur-
red 1o provide gas and electnc energy which customers
have used but for which they have nat yet been billed

Reclassification

Centain terms in the 1991 and 1290 consolidated financial
statements have been reclassified 1o conform 1o the 1992
manner of presentation

2. Divestiture of Nonutility Assets

As part of the Company's strategy to focus its efiors on the
core electnc and gas businesses. the fallowing two events
occurred in 1992 related 10 the Comipany's nonutility invest-
rments

Bannock Center Corporation (BCC)

in December 1992 BCC soid its real estate properties io-
cated near downtown Derwver tor $6 milion, resuting n a
ioss of approximately $11 4 million ($8 4 million atter4ax or
15 cents per share). The sale, which included substantially
all of BCC's investrnent in real estate, was compieted be-
cause the Company does not expect significant near-term
improvement in the Denver commercial real estate rmarket

in December 1292 as part of the Company's strategy 1o
divest Fugico, the Company elected 1 terminate its in-
volverment in Fueito's Synhytech project. The Synhytech
plant has been in the stan-up phase 1o process biogas

e e e L e i

consssting of methane and carbon dioxide 1o produce
clean-burning diesel fuel, high grade wax and naphtha
Commercial operation of the Synhytech plant has not been
achieved Fueloco recognized an expense of approximatety
$26 .9 miiiion (§16.8 multion after-tax ar 29 cents per share)
associated with writing-off its entire investment in the Syn-
hytech plarit ang recognizing ceain agaitional costs ex-
pected 1o be incurted in the first hatf of 1993

On February 3. 1993, the Company entered inlo a letier
agreement with Rentech. Inc , resolving all claims between
the Company and Rentech, Inc. that have been or could
be assened with respect 10 the Synhytech plant and related
technology. Remech. Inc. had been involved with various
aspects of the Synhytech project since the project’s incep-
tion. In exchange 1or the resolution of all such issues, the
Company has agreed, among other things, 10 transter all of
the Synhytech assets 1o Rentech, inc

The Comaany is exploring the feasibiity of 1he divestituture
in one or more transactions of some or all of Fuelco's re-
mamning oil and gas expioration and production properties
which had a folal net book value of approximately

$67 9 miliion at December 31, 1992, Depending upon miar-
ket condttions and other faciors. it s possible that the Com-
pany would not recover all of its investment upon such
divestiture While the Company cannot predict market con
ditions of the timing of any such transactions. the Company
does not currently believe that any losses incurred would
have a materal effect on the Company s results of opera-
tions or financial position

3. Fort St. Vrain Nuclear Generating Station

Investment in Fort St. Vrain

In 1988, the Company announced its decigion 1 end nuciear
operations at Fort St. Vrain The decision was based on the
financial impact of an anticipated lengthy outage neces-
sary 10 repair the plant's steam generator system coupled
with the plant’s history of reduced leveis of generation. The
Company has completed defueling from the reactor 1o the
independerit spent fue! storage mstallation (ISFSI) as dis-
cussed beiow i the section entitied "Defueling” and com-
menced the decommissioning process as described in the
section entitied “Decommissioning”

During 1986, the Company entered into a Stipulation and
Settiement Agreement with the CPUIC. the Colarado Office
of Consumer Counsel {(OCC) and the other parties involved
in itigation and administrative proceedings related to For
St Vrain's history of imted operations. As a result, the
Company s investment in Fort St Vrain was removed from
rate base and certain charges were recognized ncluding
the write-down of a subsiatial portion of such investment
and the recognition of the then estimated future urrecover-
able defueling and decommissIONIng expenses.




Defueling
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April 1, 1980. among the Company. the DOE and General
Dynamics. the DOE designated the Idaho National Engy-
neenng Laboratory {INEL ) for receipt and temporary stor-
age and reprocessing of the Fort St. Virain first eight spent
fuel segments. On June 24, 1983, the Company and the
DOE entered nto a contract for the disposal of spent nuciear
fuel anc/or righ leve! radioactive waste from Fort St. Vrain
baginning with fuel segment 9, in the event the DOE does
not accept segment 3 under the provisions of the 1965
agreement, as amenged and modified. The Company in-
tends 10 pursue with the DOE the storage/reprocessing of
tre equivalent spent fuel elements of segment 9 at the INEL
in conjunction with the sioragefreprocessing of the first
gight segments

in addifion 10 ts contractual obligations 10 provide for tem-
porary storage and reprocessing of Fort St. Vran spent fuel
sagments, the DOE s required by Federal statute to pro-
vide a repository for the permanent storage and disposal of
spent nuciear fuel beginning in 1998 However, the DOE
currently estimates that such a repasitory will not be avail-
able until 2010. Absent other arrangements with the DOE
as giscussed above, the equivalent spent fue! elements of
segment 9 will be stored at the ISFSI

While the plant was operating and as part of routine refuel-
ing procedures, three spent fusl segments were trans-
ported to the INEL . After cessation of operations at Fort St
Vrain, defueing activities were intiated and authorization
from the DOE 10 commence the shipment of the spent
nuclear fuel 1o the INEL was received in February 1991,

Despite the Company's arrangements with the DOE, sev-
eral parties contested the shipment of Fort St. Vrain spent
nuciear fuel 1o the State of idano. As a result, several law-
suits were filed dunng 1991 by and among the Company.,
the DOE, the State of Idaho and the Shoshone-Bannock
indian Tribes, whose reservation s iocated near thie INEL
While the Company was able to ship some fuel elements to
the INEL foliowing the init@ation of litigation. no shipments
have been made since October 1991 initially, this was be-
cause of an injunction, whicl: was subseguently set asioe,
that preciuded the DOE from receiving spent fuel at the
INEL Most recently. the DOE determined it necessary 10
prepare an Environmental Impact Statement (E1S) relative
10, among other things. the receipt and storage of spent
fuel atthe INEL Accordingly. the Company believes that
the DOE will not accept any more shiprments of sperit fue!
urtil the EIS 1s completed, which the DOE anficipates 1o
accurin 1995

Trie Company constructed the ISFSI for the intenm storage
of spert fuel segments 4 - 9 in order 1o safeguard agamst
any potential future delays in the defueling process Accor-
dingly. on Decemiber 26. 1991 the Company began de-
fueling the reactor 1o the ISFSI and completed such activities
on June 10, 1982 Recognition of the additional $13 1 mil-
hor in defueling and decommissioning expenses during
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ity for an intenm penod of tme without the recognition of
aaditional expense. The Company believes the defueling
and decommissioning labiity currently recorded on the
books is adequate assuming that shipment of the spent fuel
o the INEL is completed in 1997

While the Company intends 1o pursue all available legal
actions to enable it to ship the spent fuel 1o Idal, the even-
tual outcome of this issue. and its timing, are uncerntain i,
because the lingation discussed above s not resoived or
because of other uncertainties, it becomes probable that
storage of the spent fuel in the ISFSI will be required until
2020 (which the Company assumes is the garliest that a
Federal repository could take such fuel), the Comipany
would be required 1o recognize an adaditional incremental
expense of approximately $20 miliion, determined on a
present value basis. These expanditures have been esca-
lated at an average annual rate of 5.3% and discounted to
present value at a rate of 9%, The Company has assumed
that costs associated with the shipment of the fuel from the
ISFSl 10 the Federa! repository in 2020 are 10 be the re-
sponsibility of the DOE and such costs are, therefore,
exciuded from this estimate. At this time, the Company
cannot predict the likelihood, timing of recognition, o the
amount of such additional costs to be recognized, if any

Funding

Under NRC regulations, the Company is reguired 1o make
filings with, and obtain the approval of. the NRC regarding
cenain aspects of the Company's decommissioning pro-
posals. On January 27, 1992, the NRC accepted the Com-
pany s funding aspects of the decoramissioning piar. The
Company hias also obtained an unsecured irrevocable let-
ter of credit totaling $125 million that meets the NRC's stip-
ulated funding guidelines mcluding those proposed on
August 21, 1991 that address decommissioning funding
reguirements for nuclear power reactors that have been
prematurely shut down.

The Company had previously set aside approximately
$30 million in trust accounts for decommissioning the
reactor. During the fourth quarter of 1992 since decommis-
sioning activities have commenced, the Company began
withdrawing funds from the trust acoounts and pians 10
exhaus! the funds in such accounts during the first quarter
of 1993 In addition, the Company has established a sepa-
rate decommissioning trust for the ISFSI which had funds
of approximately $1 5 million at December 31, 1992 i 15
anticipated that this amourt, together with the expected
earnings on the funds, will be sufficient to decommission
the ISFSH in 1997

Costs for maintainng the ISFSI and defueling from the ISFSI,
whach the Company 18 not required to prefund. will be paid

from a combination of operating funds of the Company and
s subsidianes andjor the issuance of securifies.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS Comves

Public Service Cornpany of Colorade and Subsidianes

Nuclear insurance

The Price Anoerson Act. as amended, imits the publc lia-
bifity of a licensee for a single nuclear incident at its nuciear
power plant 1o the amount of financial protection available
through liabiity insurance ana deferred premium assess-
ment charges, currentiy approxmately $7 8 billion, which
includes a 5% surcharge Financial pratection for this ex-
posure 1S provided by private insurance and an indemnity
agreement with the NRC. Effective July 1, 1989, ihe Com-
pany maintains approximately $200 million of private insur-
ance, the amount reguired by the NRC. In the evert of a
nuciear incigent mvoiving a iicensed commercial powe'
plant in ine Unitea States that results in damages in excess
of the private liability msurance, ach reactor licensee, in-
ciuding the Company , is responsibie to share in the liability
up 10 the masamum ampunt through a deferred premium
assessment. The maximum amourt the Company would
pé required o pay in respect of each ncidert at a Unitad

States nuciear plant would be approximately $66 milion
(which includes a 5% surcharge). indexed every five years
tor infiation, provided that not more than $10 milkon would
be payable per incident in any One year.

in adadition to the Company's liability insurance. Federal reg-
Jlations require the Company to maintain $7 .06 billion in
nuciear propeny insurance. Effective February 1, 1891, how-
ever, the NRC granted the Company s exemption request
10 reduce the nuciear property insurance coverage from
$1.06 billion 1o @ minimum ot $163 milkion. This tower limit
would cover stabilization and docontamination expenses
resulting from a worst case defueling accident. The Com-
pany currently maintains $281 million in property msurance
coverage The additional insurance coverage above the
$169 million 1s necessary 10 provide coverage for the est-
rnated depreciated replacement value of the plant assets
that will be used in the repowering of Fort St Viain.

4. Capital Stock
Common Stock
1982 191
Shares Amount Stiaras Amicun
{Thousands (Thousanos
of Dollars) ot Doilars)

Common stock, $5 par vaiue:

Authorized 140,000,000 140000000

lssued and cusEanding ‘ 58,476,805 $292,384 56 283528 £281, 46k

Premmium on Sommon siack 560,838 514,250

$853,322 §795.718

Changes in commion Stock and premium on common stock
forthie three years ended December 31, 1992 are as follows

Balance, January 1 18320

197 862 shares wsued uager e Empioyaes’ Savings Plan

1.315 163 ghares issuet under the Divgleng Remvesiment Plan
Baignve, Decemtgr 31, 188D

247 874 shares issusd under the Empioyees Savings Plan

1,730 603 shares ssued unoe: the Divioend Reinvestraem Plan
Balance. Degemper 31, 1981

333,418 sharet saued under the Empior 35 Savings Pian

1 548 862 shates issued wder the Divig 18 Rginvestment Plarn

Batance Deoember 37. 1992

{Thousanas of Doliars)

~Average Premium
Price Per Common on Common
Share Stock Stock
£263,036 Sasa 260

92513 a8G 3983
22120 A8 21,305
271601 479 548

2182 1.4 4050
§2271 B8.653 306562
281 468 514.250

$2606 1667 7oz
326 a4 9239 39 666
$092 384 - S56D 38

On December 7, 1992, the Company filed a registration
statement with the Securities and Exchange Commission
(SEC) relating to the registration of 1,000,000 common stock
shares, $5 par value. and 1.000.000 common share pur-
chase rights. These shares and nghts are associated with the
Company's Omnibus incentive Pian discussed in Note 10

During 1991, the Company's Board of Direclors declared a
dwidend of one common share purchase right {right) on

a

each outstanding share of the Company’s common stock,
All future comimion shares issued will contain this right. Each
nght stipulates an initial purchase price of $55 per share
and also prescribes a means whereby the resulting effect
18 such that, under the circumstanoes described below,
sharehoiders would be entitied 10 purchase aaditional
shiares of common stock at 50% of the prevailing market
price at the time of exercise. The rights are not currernitly
exercisable. but would become exercisabie if certain events
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occurred refated 1o a Person or group acquinng or attempt-
ing to acquire 20% or more of the outstanding shares of
common stock of the Comipany

In the event a takeover results in the Company being merged
Mo an acquiror, the unexercised nghts could be used to
purchase shares in the acquiror at 50% of market price
Subject to certan conditions. ff & person or group acquires
20% but no more than 50% of the Company's common
stock. the Company's Board of Directors may exchange
each right hedd by sharehoiders ather than the acquirng

person or group for one share of common stock (or its
equivalent)

if a person or group successtully acquires 80% of the
Company’s common stock for cash. after tendering for all
of the common stock. ang satisties certain other condi-
tions, the rights would not operate. The rights expire on
March 22, 2001, however, each right may be redeemed
by the Board of Directors for one cent at any time prior 1o
the acquisition of 20% of the commor stock Dy a potential
ECQUINDY

Preferred Stock
1982 1941
Shares Amount Sharas Amiount
{Thoesands (Tripusands
of Dotlars) ol Daiars)
Cumulative preferred stock, $100 par value:
Ahonized 3,000,000 3,000,000
IsSuRd @na ouIstanding
Not subect to mandatory ressmption
4 20% senes 100,000 $ 10,000 100000 $ 10000
44% senes (inciucies $7 500 premsurm) 175,000 17,508 175,000 17 508
4 % senes 65,000 8,500 £5.000 6500
4 64% senas 160,000 16,000 160.000 16,000
4.90% seres 150,000 15,000 150,000 15,000
4 90% 2ng senes 150,000 15,000 152000 15,000
T 5% senes 250,000 25,000 250000 25000
Toal 1,050,000 $105,008 1,050,000 $105008
Subject 1o mandatory redamptior
7. 50% series 216,000 $ 21,600 26000 § 21800
B A0 sanes 240,545 24,054 247 680 24,768
456,545 45,654 463 680 46 368
Lass Praterred stook subksct 10
MANGAY TeaEMpnon wilhin N year {25,760) 2,576) (25.760) 2576
Tona! 430,785 S 43,078 437 920 § 43787
Cumulative preferred stock, $25 par value:
Authorzed 4,000,000 4 000,000
issued ang oulstanging
Nt subjert 1o mandaiory redemption
£ 40% series 1,400,000 $ 35,000 £ 85000

1 300,000

Tre preferred stock may be redeemed at the option of the
Company upon at ieast 30 but not mare than 60, days notice
ifn accordarice with the foliowing scheduie of prices. plus
an amount egual 1o e accrued dividends 1o the date fixed
for redemption:

$100 par vaiue

Not subject to mandatory redemption
All series $101

Subject to mandatory redemption

7.50% series: $102.75 on or prior 1o August 31, 1993 re-
ducing each year thereafter by $0 25 per share until
August 31, 2003, after which the redemption price is
$100: 8.40% senes: $1030n or pnor to July 31, 1993, and

reducing each year thereatier by 30 25 per share until
July 31, 2004, after which the redemption price is $100

In 1993 and in each year thereatter, the Company must
offer {o repurchase 12,000 shares of the 7. 50% series
subject to mandatary redemption at $100 per shate,
plus accrued dividends 1o the date set for repurchase,
angd 13,760 shares of the 8 40% series subject 1o man-
datory regemption at $100 per share, plus accrued dwi-
dends o the date set for repurchase  Conseguently, this
preferred stock 1o be redeemed is classified as prefer-
red stock subject 1o manuatory redemption within one
year in the December 31, 1992 consolidated balance
sheets In 1992 the Company repurchased 7,135 shares
of the 8.40% cumulative preferred senies subject to man-
datory redemption. During both 1981 and 1980, the

33
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS Conruec

Public Service Compary of Colorado and Subsidiaries

Company repurchiased 13,760 shares of the 8 40% cum- $25 par vaiue
ulative preterred senes and 12 000 shares of the 7 50%

cumnulative preferred series subject 10 mandatory re- blot Subect 1o menciiony tedenton: 40K seres.

demption. No other changes in preferred stock occur- $2525
red in the three years ended December 31, 1892
5. Long-Term Debt
{Tnousands of Dollars)
1992 1991
Putlic Service Company of Cokrado
First mortgage bonds
45% seres paic March 1. 1992 3 - $ 8800
8 95% sernes. pad May 1, 1992 - 75.000
4% series, due June 1, 1994 35,000 35.000
5¥% series, due May 1, 1996 35,000 35,000
5k% series, due July 1, 1997 35,000 35,000
6% saries. due July 1, 1008 25,000 25,000
8% series. due September 1. 2000 35,000 35.000
74% sernes. due February 1, 2001 40,000 40 000
74% senes, due August 1, 2002 50,000 50,000
T%% senes, due June 1. 2003 50,000 50,000
84% senes, due March 1. 2004 100,000 -
%% series, due October 1, 2005 49.500 49 500
Bi% senes, due November 1, 2007 50,000 50.000
9% series. due October 1, 2008 50,000 $0.000
84% senes, due July 1, 2020 75,000 75.000
B¥% sernes, due March 1, 2022 150,000 -
Paliution Control Sernies A
5%%., due March 1. 2004 24,000 24 000
Poliution Control Series B
7#%%. due December 1, 1995 2,500 2500
8%. due December 1. 2004 35,000 35.000
Poliution Control Senes C
74%. due October 1, 2004 15,000 15.000
T%%, due October 1, 2005 1,960 1.960
74%, due Oclober 1, 2006 2,105 2,105
74%, due October 1. 2007 2,260 2,260
7%%, due October 1. 2008 2,425 2425
7%%, due October 1, 2009 26,250 26,250
Pollution Control Series £
%%, due May 1, 2013 42,000 42,000
Poilution Control Senes F
7%, due Novernber 1, 2009 27,250 27.250
Secured Medium-Term Notes. Series 4
8 .38%, due January 12, 1394 10,000 10.000
B.375%, due January 17, 1994 10,000 10,000
8.55%. due January 11, 1995 20,000 20,000
8 82%, due January 15, 1996 15,000 15000
890%. due August 1, 1997 5,000 5,000
8 90%. due August 15. 1907 5,000 5,000
6 66%. due October 30, 1997 20,000 -
€ 66%, due October 30, 1997 5,000 -
9%, due April 1, 1998 5,000 5.000
9.08%, due March 15, 1999 10,000 10,000
£90%. due August 10, 1999 5,000 5,000
7.23%, due November 1, 7998 10,000 -



(Thousangs of Dollars)

1992 1991
Pubiic Service Company of Colorado: (continued)
First morigage bonds' (continued)
Secured Medium-Term Notes, Series A: (continued)
9.25%, cue March 27 2001 $ 6500 $ 6500
7. 28%. due October 22, 2002 5,000 -
7.28%, due October 22, 2002 5,000 -
7 85%. due October 30, 2002 5,000 -
Unsaecured promissory notes:
7%% . due December 1, 1997 20,000 -
10.35%. due in instaliments through December . 1999 2,667 -
1160%, due May 1, 2015 5,000 -
12 875%, due May 1. 2025 10,000 -
Unamonized premium 485 545
Unamortized discount (2,136) (1.039)
Capnal lease obligations, B 40%-14 65%, due in
instaliments through April 1, 1985 1,649 2,230
1,139,415 887,286
Cheyenne Light, Fuel and Power Company:
First mortigage bonds
T4% seres. due April 1 2003 4,000 4,000
Indusinal Development Revenue Bonds, 7.25%, due September 1, 2021 7,000 7.000
10 70 % unsecured notes, due September 1, 1995 8,000 8,000
Western Gas Supply Company
Unsecured promissory notes
7%%, due December 1, 1997 - 20,000
10.35%. due in instaliments through December 1. 1999 - 4.000
11.60%. due May 1, 2015 - 5.000
12/875%, aue May 1, 2025 - 10.000
Unamortized discount - {292)
1480 Wetton, Inc
12 50% secured promissory note, due in
instaliments through March 1. 1998 7,903 8,906
13.25% secured promissory note, due in
instaliments through October 1, 2016 32,527 32,708
Fuel Resources Development Co
Unsecured note, paid June 30, 1992 interest
rate fluctuates with the New York Federal Funds
rate (4. 49% at December 31, 1991) - 7.000
Capital lease obligations, 7 09% due in
instaliments through May 1, 1998 781 -
Bannock Center Corporation:
8% mongage note, paid in instalimenits
through January 1, 1992 - 200
Natural Fuels Corporation:
12 .25% secured note, due in instaliments
through May 23 1994 6 9
Capital lease obligations, 84% due in
instaliments through August 31, 1996 147 148
1,199,779 993 965
Less: Maturtties due within one year 2,820 93474
$1,196,959 $900 491
35




NOTES TO CONSOLIDATED FINANCIAL STATEMENTS Contoueo

Putic Service Company of Coloradp and Subsic:anes

in October 1930, the Company filed a registration state-
ment with the SEC relating to a $500 miltion principal
amount of First Mortgage Bonas of which $200 million was
subseguently designated for offering pursuant 1o a secured
meagium-term note program. Duning 1992, $250 million of
First Mortgage Bonds (other than medium-term notes) were
issued in connection with the acquisition of Colorado-Ute
assets As of December 31, 1992 the Company has is-
sued $141.5 million under the secured medium-term note
program. The Company will continue from time 1o time 1o
ofter such secured mecwm-term notes and bonds based
on miarket condihions and other factors

OnOctober 7, 1302, the CPUC approved the refinancing
of certain outstanding bonds with new issue lower cost
“Jebt securites a1 the Company's discretion prior to Dec-
ember 31, 1995 The Company will continue to evaluaia
and consider refinancing long-term debl, oepending on
current market rates and other related factors

At Decemper 31, 1992, PS Colorago Credit Corporation
(PSCCC)had in place a pragram to sell its private medium-
termnotes. with maturities from nine months 10 ten years,
up to an amount of $100 million outstanding at any one
time. There were no amounts autstanding under this pro-
gram at December 31, 1992 or 1991

6. Notes Payable and Commercial Paper

7.

information regarding notes payable and commercial
peper for the years ended December 31, 1992 ana 1991 15
as foliows

On December 31. 1992 WestGas assigned its unsecured
promissory notes totaing $37.7 million 1o the Company i
anticipation of the merger of WestGas into the Company.
eftective January 1, 1993

Substantally all properties of the Company and s subsi-
diaries, other than expressly excepted property, are sub-
ject to the iens securing the Company's First Morigage

Bonds or the morigage bonas and notes of subsidiaries.

The aggregate annual maturities and sinking tund require-
ments during the: five years subsequent 1o December 31,

1992 are (n thousands of dollars).

Year Maturities  Sinking Fund Pequirements  Total
1893 $ 2820 $4.605 $ T42b
1994 58,306 4 755 63,061
1995 33472 4,755 37,927
1996 51,602 5505 57,107
1947 08N 5.155 05 976

The Company expects 1o satisty its sinking fund obiiga-
tions through the application of property additions, and

Cheyenne expec:s to satisty $60,000 of its sinking fund

cbligations annually through the apphcation of property

additions.

(Thousands of Dollars)

1882 1991
Noles payable to banks (weighteg average interest rates of 4 05%
at December 31, 1992 and 5 58% at December 31 1991) $ 95800 $ 12100
Commercial paper (weighted average interest rates of 4 09%
at December 31. 1992 and £ 55% at December 31, 1991) 154,826 188.540
$ 250,626 $200 640
Mapamum amount outstanding at any month-end
during the period $259,811 $200.640
Weighted average amount (based on the Gaily outstanding balance)
outstanding tor the period (weighted average interest rates of 4 24%
for the year endged Decemiber 31, 1992 and 6 47% for the year
ended December 31, 1991) $231,770 $179.494

Bank Lines of Credit

and Compensating Bank Balances

Arrangements by the Company angd its subsidianes for
committed lines of credit are maintained entirely by fee pay-
merits i lieu of compensating balances. Arrangements for
uncommitted lines of credit have no fee or compensating
balanoe requirements

OnJanuary 15, 1992, the Company and PSCCC extended
a credit facility with several banks proviging $300 million in

3%

bank lines of credit. This faciiity, which is used primarily 10
support the commercial paper issuance of the Company
and PSCCC. alternatively provides for direct borrowings
thereunder_In addition, BCC, Cheyenne, 1480 Welton, inc .,
Fuelco and WestGas have access to $100 million under
the iacility which has been guaranteed by the Company.
Thus facilty replaced the $300 million individually arrangea
banik lines of credit neffect at the time it was entered into
Ori December 14, 1992, the faciity’s maturity date was
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extended 1o November 22, 1993 Effective January 1. 1893
with this exiension. the amount Quaranteed by the Com-
pany was ncreasad to $125 mition and PSR Investments,
Inc. was added as an additional obligor

At December 31, 1992 and 1991, there were $300 million in
available commitments of which $49 4 milionand $111.5
million remained unused, respectively. Generally, the
banks as partcipants in the facility would have no obliga-
tion ¢ continue their commitments if there hag beena
material adverse change in e consolicated financial cor-
dition, operations, business or otherwise. that would pre-
vant the Compuny ana its subsidiaries from performing
their obligations under the facility

Natural Fueis Corporation (Natural Fuels) had arange-
ments for 2 committed ine of credi in the amount of $4 mil-
fian of which $3 9'million was unused at December 31,
1992 and 1991,

At December 31. 1991, WestGas and Cheyenne had ndi-
vidual arrangements for committed bank lines of credit of
§25 million and $2 miliion, respectively. The unused
arnounts of these committed lines of credit at December
31, 1991 were §12.9 milfion and $2 million, respectively.

Individual arrangements for uncommitied bank lines of
credit totaled $20 million at December 31, 1992 and $60
milhon at December 31, 1981, of which all remained
unused for each of the respective years. The Company
and its subsidiaries generally may borrow under uncomieriit-
ted preapproved lines of credit upon request: however , the
banks have no firm commitment to make such loans.

8. Commitments and Contingencies

Rate filings

On January 20, 1993, the Company filed a general rate
case with the CPUC. In its filing, the Company seeks in-
creases in electric. gas, and steam rates designed 1o pro-
duce an increase in total annual revenues of $81.6 million
on the basis of a rate of return on rate base of 10.5% . inciug-
ing & rate of return on common eguity of 13%. The Com-
pany s seeking the use of a fully forecasted 1est year ended
June 30, 1994 in estabhshing revenue reguirements, the
full normalization method of accounting for income taxes
and modifications 10 the caiculation of the Electric Cost
Adjustment (ECA). In accordance with an agreement with
the CPUC staff, the Company will file with the CPUC in early
March 1993 supplemental information demonstrating the
effect on the requested rate increase of the use of an histori-
cal test year ended Septernber 30, 1992 While this informa-
tion has not been finalizeq. the Company believes that the
use of such historical test year, without any other change in
ratemaking principles from those requested, would have
the effect of reducing the increase in annual revenues by
more than 50%. The submission of the supplemental infor-

N

mation does not affect the Company's request for the use
ol a forecasted test year. The Company anticipates receiv-
ing a decision from the CPLIC by September 1993 The Com-
pany cannot predict the amount of the rate increase, if any,
which the CPUC will uttimately authorize,

The Company advised in fts rate case hiing that it may seek
modifications 1o the Supplemental Settiement Agreement
to the 1986 Fort St Vrain Stipulation and Settiement Agree-
ment so as torecover costs of postretirement benefits con-
sistent with Statement of Financial Accounting Standards
No. 106-"Empioyers’ Accounting for Postretirement Bene-
fits Other Than Pensions” (SFAS 10€) (see Note 10).

On January 31. 1991, the Company fied arate case with
the CPUC reguesting an increase in revenue levels, among
other things. During June 1991 the Company. the OCC
and other parties signed two Settiement Agreements and
filed a joint miotion to dismiss the Company s rate case The
terms of the Settiement Agreements and the dismissal of
the rate case were approved by the CPUC on July 17, 1991
The first Settlement Agreement, addressing revenue re-
quirements, provided, among other things: (1) for a $22
miflion refund to electnc customers in August 1991: (2) that
the Company would not request an increase in base rates
prior to November 2, 1892 and it would not seek an in-
crease in base rates 1o be effective prior to July 1, 1993,
and (3) for a reduction in electric rates of 3 38%, or approx-
imately $3 million per month, for the period beginning
January 1, 1992 and ending June 30, 1293, or until the
effective date of new rates

A separate agreement, related to the first Settlement Agree-
ment. established a procedure by which the CPUC can
maonitor the Company's financial results until new rates
become effective. For monitoring purposes, the CPUC will
use the regulatory principles from the Cormpany's last rate
case which became effective in May 1984 and a rate of
return on regulated equity range of 12 5% 10 135% as a
benchmark against which the Company's future financial
performance would be measured.

The second Settiement Agreement resulted in the opening
of four new dockets with the CPUC. The first docket, inti-
ated on July 15, 1991, addressed the issues of decoupling
the revenues of the Company from its sales, and reviewed
and established regulatory incentives to encourage Demand
Side Management (DSM) programs. On January 14, 1993,
the CPUC issued a decision adopting cost recovery and
incentive mechanismes. The cost recovery and incentive
mecharisms apply only to the DSM programs developed
through the DSM Coilaborative Process discussed below.
The CPUC specified that the matters of decoupling revenues
from sales and of providing a long-term mechanism that
encourages DSM investments wouid be addressed in the
Company's 1993 general rate case filing discussed above.
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Environmental issues

Rate adjustments currently in effect




Under CERCLA, the EPA has igentified, and a Phase |
environmental assessment has reveaied, low level, wide-
spread contamination from hazardous substances at the
Barter Metals Company (Barter) properties located in cen-
tral Denver For an estimated 30 yaars, the Company soid
scrap metal and electnical equipment 10 Barter for repro-
cessing The Company is invoived in cleanup ot this site
which began in November 1992 and is expected to be com-
pleted in 1933, The 1otal project cost is currently estimated
10 be approximately $4 million of which $0 3 million has
peen incurred at December 31, 1992 Negotiations among
the parties a¢ 1o aliocation of such costs are continuing

The Company beleves that t is probable that costs ncurred
related to the cleanup of the Lowry Landfili and Barter sites
will be recovered through claims made against the Com-
pany's histone insurance companies and filed in the District
Court in and tor the City ana County of Denver in Decem-
ber 1992. in addition 10 these sites, the Company hias igen-
tiiied several sites where cleanup of hazardous substances
may be reguired While potential liability and settiement
costs are still under inveshigation and negatiation, the Com-
pany believes that the resolution of these matters will not
have a matera! effect on ife financial position or resuits of
operations. The Company fully intends to pursue the recov-
ery of all costs incurred for such projects through insurance
claims angjor the rate regulatory process. To the extent any
costs are not recovered through the options listed above,
the Company would be required 1o recognize an expense
for such unrecoverabie amounts

On November 15, 1990, Presicent George Bush signed
o law the Federal Clean Air Act Amenaments of 1930
aimed at lowering the acidity of ranfall in the United States,
The Amenaments require coal burning power plants 1o re-
duce Suttur Dioxide (SO.) and Nitrogen Oxide (NOx) emis-
sions 1o specified leveis The Company is currerttly meeting
the emission standards placed on SO: through the use of
low suliur coal. The Company will be required to modify cer-
tain boilers by the year 2000 1o reduce NOx emissions at
an estimated tolal future cost of approximately $18 6 million.

On October 7, 1988, the results of the Metro Denver Brown
Cloud Study. along with a ten point recommendation, were
released by the Governor of the State ¢! Colorado. The Com-
pany continues 0 voluntarily reduce SO: and NOx emis-
sions in the metro area through the Brown Cioud ten point
program ang the Ciean Coal Technology Il program

The Company believes that consistent with histonical regu-
latory Ireatment, any costs 10 comply with pollution control
regulations would be recovered from its customers. How-

ever, no assurance can be given that this practice will con-

tinue in the future.

Purchase requirements

Coal

At December 31, 1992, the Company had in place long-
term contracts for the purchase of coal for existing power
plants through 2017 The minimum remaining quantities 10
be purchased under these contracts total 107 million tons.
The coal purchase prices are subject 1o periodic adjust-
ment for inflation and market conditions. Total estimated
obligations, based on current prices, were approximately
$1.1 billion at December 31, 1992,

Coal transportation

The Company has entered into long-term contracts for the
transportation of coal by railroad in Company-owned o
leased raicars to existing power plants. These agreements,
expiring in 1997, provide for a minimum remaining trans-
port guantity of 26 miflion tons. Coal transport coniract
prices are negotiated based on market conditions and are
adjusted periodicaily for inflation and operating factors.
Total estimated obligations. based on current prices, were
approximately $135 million at December 31, 1992

Natural gas

The Company and its regulated subsidianes have entered
into long-term contracts expiring through 2002 for the pur-
chase of natural gas in anticipation of future requirements.
in general, purchase prices under these contracts are
based on market price formulas. Total estimated obligations,
based on current prices, were $273 milion at December
31. 1992 The Company has two primary pipeline supphers
of gas which will continue 10 supply gas under contracts
until no later than October 1, 1983, At this time. In compli-
ance with rules established by FERC Order 636, the annual
gas volumes purchased from these suppliers through sales
agreements will be converted 1o transportation rights, The
Company believes however, that it will continue 10 pur-
chase gas supplies from these interstate pipelines. This
continued purchase of gas will minimize the gas supply
realignment costs of the pipeline suppliers which may other-
wise be applicable under FERC Order 63€. Gas supply
realignment Costs, assuming gas purchases are not con-
tinued. are currently estimated by the pipeline suppliers to
be approximately $83 5 million. Contract negoftiations with
the pipelines are in process and are expected to be com-
pleted in 1993

Purchased power

for purchased power 1o meet system load and energy re-
quirements, 1o replace generation frarm Company-owned
units under maintenance and outages, and 10 provide the
Comipany's operating reserve obligation to the iniland
Power Pool. These agreements expire on various dates
through the year 2025. The price of the energy purchased
is determined by contracts. which have been accepted by

as
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Pubiic Service Company of Colorado and Subsidiaties

the FERC. providing generally for recovery by the seliers of
their costs, The suppliers under these contracts have ob-
tained financing for their faciihes based on such contracts
Total payments associated with such contracts were $159
milkon, $170 milion and $165 million for 1992, 1991 and
1990, respectively. The following table shows the fixed por-
tion {which includes demand and energy costs) of commit-
ments under these contracts (payable provided power s
avaiable) for each of the niext five years and in the aggre-

gate thereaher

{Thousands of Dollars)
Years encding Decamber 31
1942 $ 00740
1934 151,390
1905 187 334
1006 188.312
1987 184 597
1996 and theresahsr 1968 514
Total 2.780 950

in addition, the Company has other iong-term purchased
power contracts expiring through 2022 that include firm
purchase commitments. These contracts similarly provige
for recovery by seliers of ther costs. Estimated firm commit-
ments (payable provided power is available) under these
comracts 1otal $3 € billion. The estimated total firm commit-
ment amount Includes contracts executed as part of the
acauisttion of Colorado-Ute assets discussed in Note 9

Histoncally, all mrsmium Coal, coal transponation, natural
gas, and purchased power reguirements have been met

Miscellan=ous purchases

Commitments made for the purchase of matenals, plant
and equipment and other various items aggregated ap-
proximately $240 million at December 31, 1992

Fort St Vrain
See Note 3 for centain contingencies relating to Fort St Vriain

Leasing program

Tne Company has in place a leasing program which in-
clugdes a provision whereby the Company indemnifies the
lessor for all kabilties which might arise from the acguisi-
tion. use, or disposiion of the leased property. See Note 15
for additional discussion of leasing information

9. Jointly-Owned Electric Utility Plants

On April 15. 1992, the Company. Tri-State Generation and
Transmission Association, Inc. (Tr-State), PacifiCorp Elec-
tric Operations (PacfiCorp). and Intermountain Rural Elec-
nc Association compieted the acquisition of assets of
Colorado-Ute pursuant 1o the Joint Plan of Reorganization
{Jort Pian) as filed and approved in the Chapter 11 reorga-
nization of Colorado-Ute in the U.S. Bankruptcy Court

The Company, Tri-State and PacifiCorp agréed to divide
the electric load. assets and liabilities of Colorado-Ute.

40
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Linder the agreement. Tr-State serves ten cooperatives
that became members of Tri-State, representing about half
the load of Colorado-Ute. The remaining four cooperatives
(Holy Cross Electric Association, inc , Yampa Valiey Elec-
tric Agsoctation, Inc_, Grand Valley Rural Power Lines, Inc
and Intermountain Rural Electric Association), which serve
&, oximately 105,000 customers and represent the other
haif of the Colorado-Ute load (approximately 1.8 billion Kwh
in 1991), became wholesale customers of the Company.

The generating assets of Colorado-Ute, primarily the
Craig and Hayden coal-fired plants in northwestern Colo-
rado, were divided among the Company, Tr-State and
PacitiCorp The Company acquired approximately 331
Mw of net dependable generating capability Other prop-
erty acquired included transmission and distribution lines
and facilites.

The acquisition cost of the assets 1o the Company was
approximately $265 million. The Company financed this
asset acguisition primarlly with debt instruments. On April
14, 1982, the Company issued $250 miliion in First Mort-
gage Bonds consisting of $100 million 8 1/8% sernes due
2004 and $150 million 8 3/4% series due 2022,

As part of the CPUC approval of the asset acquisition, re-
covery of a $10 million acquisition adjustment over a five
year perod, effective April 15, 1982, was authorized, sub-
fect 1o final review once the fransaction was compileted. On
December 7, 1992, in connection with this final review, the
Company filed an application with the CPUC requesting
recovery of certain costs related to the Colorado-Ute acgui-
sition and the adjusted fuel cost as approved by the CPUC
previously This filing requests that the CPUC approve re-
covery of an §11 million acquisition adjustment over a five
year period. No CPUC action has been taken to date relat-
ing 1o this application.

in addition 1o the agreements discussed above, the Com-
pany entered INto vanous purchase power agreements with
Tri-State for the purchase of 200 Mw and PacifiCorp for the
purchase of 176 Mw These purchase agreements expire
from 2011 to 2022 and wili be in agdition 10 existing pur-
chase agreements. Short-term firm purchases will decrease
as a result of these new purchased power agreements.

The FERC approved the acguisition of the Colorade-Ute
assets and issued fts final order under Section 203 of the
Federal Power Act (FPA) on March 23, 1992 The FERC
ssued a final order pursuant 1o Section 205 of the FPA ap-
proving the rates specified in the purchased power agree-
ments for the Company's four new wholesaie customers on
June 12 1992 The Section 205 order alloweri the Com-
pany 10 coliect the approved rates as of April 15, 1982, the
Joint Pian's effective date.
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As a result of the acquisition of Colorado-Ute assets the
Company s responsibie for its proportionate share of oper-
ating expenses (reflected in the 1992 consolidatea state-

Hayoen nif 1

Hayoen Linil 2

rayoer Common Fagiites

Crag Units 18 2

Cralp Comeron Fatiities Lints 18 2

Crag Commen Faciliies Units 1. 28 3
Transrmssion Facilites. Including Substations

ment of income) and construction expenditures. Following
is the Company's investmerit in jointly-owned facilities and
its ownership perceritages as of December 31. 1892,

Plant Construction

in Accumulated Work in
Service Depreciation Progress Ownership “

{Thausangs of Doilars)

$ 35008 $27 345 $ 224 7580
36 564 16,485 122 3740
20,855 W0ans 1658 5390
56718 17.283 158 972
7.398 2285 214 are
8125 2430 154 6.47
68,574 777 426730

$233.247 $93.100 $2528

10. Employee Benefits

Pensions

Tne Company and its subsidianes (excluding Natural Fuels)
maintain a noncontributory defined benefit pension plan
covering substantially all empioyees. During 1991, the
Board of Drrectors of the Company approved an amend-
ment that removed the 35 years of credited service limita-
tion in the retrement benefit formula and redefined eligibie
compensation used in the formula 1o be based on an
employee's highest average compensation during any five
years of credited service. In addition, during 1991, the
Board of Directors of the Company approved an amend-
ment and restaterment of the Plan. The changes 10 the Plan
were generally 10 comply with the Tax Rueform Act of 1986
and gid not result in a change in pension benefits.

The Comparny and its subsidianes’ funding policy is 1o con-
iribute annually. at a minimum, the amount necessary 10
satisty the Internal Revenue Service (IRS) funding stan-
dards. The net pension expense in 1992 1991 and 1930
was comprised of

[Thousands of Dollars)
1982 1981 198
Service cost $ 14,788 $12796 §1188
Interast Cost on proeciad
benefit obligation 35,695 33.322 31436
Loss {return) on pian assets {34,317) (79.467) 1773
Amorizgtion of net ransiton
assat at agoption of
Statement of Fnancial
Accounting Standards
N 87 3.674) (3673) (3674)
Other ftems f8,317) 30807  (3872%)
$ 6,175 § 2185 § 225

Ne! pension expense

Significant assurmptions used in determining net periodic
pension cost were:

1982 1997 1980
Discount rate 8.2% 59% 8.7%
Expected long-term increase
in compensation level 5.5% 558% 55%
Expacted weighted average
long-term rate of retum
on assels 1% 1% "%

Vanances between actual experience and assumptions for
costs and returns on assets are amortized over the average
remaining service lives of empicyees in the pian.

A comparison of the actuarially computed benefit obliga-
tions ana plan assets at December 31, 1992 and 1991 &
presented in the foliowing table. Plan assets are stated at
fair value and are comprised primarily of corporate debt
and equity securities, a real estate fund and government
securities held either directly or in commingled funds




$ 336,632
29,800
366,432
110,776

477,208
(483,941

(36,737
$ 15629

Postretirement benefits other than pensions




Pursuant to the Fort St. Vrain Supplemental Settiement Agrea.
ment, the Company had anticipated that any difference in
expense resulting from the CPUC prescribed approach
and the approach required by SFAS 106 would be reflected
as a reguiatory asset in the consolidated balance sheet
ana would be recovered from customers over future penods

In January 1933 however. the Emerging Issues Task Force
(EITF) provided guidance as 1o what additional criteria o
evidence 1s needed for a rate regulated enterprise 10 rec-
ognize a regulaiory asuet equal to the amount of OPER
costs for which rate recovery has been deferred. Generally.
a utility must geterming that 1t is probable future rates will
aliow for the recovery of tus OPEB regulatory asset In
aadition. no later than approxmately five years from the
date of adoption, rates must clude fuil SFAS 106 costs
and the recovery of the reguiatory asset estabiished during
the oeferral penod must be accomplisned within aporoxi-
mately twenty years. The EITF's conclusions do nat include
the CPUC approach prescribed in the Fort St. Vrain
Supplemental Settlement Agreement

As aresult and under the provisions of the Fort St. Vrain
Supplemental Settlement Agreement, the parties 1o this
Agreement have Initiated diSCUSSIONS and negotiations
focusec on resolving this issue 1o the mutual acceptance of
all parties without disrupting the overall Agreemerit. While
these discussions are in the preliminary stages, the Com-
pany believes the matter will ultimately be resolved in a
manner that will comply with the conclusions reached by
the EITF relative 1o the recognition of OPER regulatory as-
sete for which rate recovery has been deferred. Should the
currently approved methodoiogy not be moditied 1o con-
form with the EITF consensus, the Company would be re-
guired to record as an expense the diference between the
amounts allowed in rates and that reguired by SFAS 106
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Postemployment benefits

In November 1992 the FASB issued Statement of Financial
Accounting Standards No. 112-"Employers’ Accounting for
Postemployment Benefits” (SFAS 112) which establishes
the accounting standards for employers who provide ben-
efits 1o former or mactive employees after employment but
betore retirement (postemployment benefits). This state-
meent is effective January 1. 1984 The Company is cur-
rently analyzing the provisions of SFAS 112 and believes
application of the new standard will not have a material
financial impact on the Company's financial position or
results of operations.

Incentive compensation

The Company's shareholders approved the Omnibus In-
centive Plan at the 1992 Annual Sharehoiders Meeting. The
Omnibus Incentive Plan provides for annual and long-term
incentive awards for officers and management employees.
One million shares of cormmon stock have been authorized
for awards under the Omnibus Incentive Pian. The Omni-
bus incentive Plan allows for the issuance of stock options
and/or restricted shares The stock options would be 1s-
sued at the then fair market value of the Company's com-
mon stock and vest over a three year penod. No awards
were made under the Omnibus incentive Pian in 1992,

Duning 1992, the Company established the Employee
Incentive Plan which recognizes the contribution of all
empioyees toward corporate financial goals. This plan is
effective beginning in 1993 and provides for a cash award
1o employees if corporate performance goals are met dur-
ing 1993
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11. Financial Instruments

Fair value of financial instruments

Carrying
Amount




used 1o reduce o increase the Company's rates over a
prescribed amortization perod. Accordingly, the settie-
ment would not result in @ matenal impact an the Com-
pany's financial position or results of operations

Other tems

In accordance with NRC decommissioning funding re-
quirements for nuciear power reactors, the Company has
obtained a $125 million irevocabie letier of credit which
bears 2 market mterest rate. The NRC is the beneficiary of
this letter of crean. A December 31, 1982, no amounts were
outstanding under this letier of credit. In general. such lefter
of credit may be exercised by the NRC in the evert the Com-
oany s n detault of its performance obligations under the
decommissioning plan. in addition, as discussed in Note 7,
the Company and its subsigianes have unused availahie
commitments of $49 4 million under a cradit faciity. This
facility is short-term: and bears a market interest rate

The carrying amount of accouriis payable approximates
fair value due to the iength of maturity and nature of the
mnstruments

12. Income Tax Expense

Income tax expense consists of the following

Apcounts recaivable
The carrying amount of accounts recevable i a reason-
able approximation of far value due 1o the recognition of
uncoliectible amounts, the nature of the mstruments and
the length of maturity

The Company is required to provide service and grant credit
1o a diverse customer tase within its service territury. The
Company may require security deposits prior 1o providing
service 10 customers depending upon an assessment of
credit worthiness. The Company reviews customer accounts
receivabie on a regular basis and has in effect an uncollec-
tible accounts policy

The Compary nas reviewed its customer base for con-
centrations of cred rsk and has determined that no indi-
vidual customer or group of customers engaged in similar
activities represent a material concentration of credit risk 1o
the Company.

(Thousands of Daollars)

1992 1891 1890
Current income taxes
Federal $ 34,265 $40.156 $40.742
State 1,513 8.240 3931
35,778 48,39 44673
Deferred ncome taxes (benefits) ralated 1o
Contributions in aid of construction (8,006) (4.789) (3.300)
Accelerated depreciation 17,789 20721 23,893
Net unbilied revenues (914) (7.552) (2.780)
Fort St Vran defueling ang decommissioning 15,831 12531 21596
Termination of Synhytech project (10,063) - -
Loss on sale of real estate invesiments 7,986 - -
Alternative minimum tax 145 2231 {5114)
Other book-tax tming differences {259) 2980 (8)
22,508 26,122 34,287
Amortization of investment tax credits 5,138) | (523D (4,982)
Total ncome taxes $ 53,149 $69.288 $73978

Deferred tax provisions are not recorded on cerain book-tax
timing differences. As of December 31, 1992, the cumula-
tive net amount of such timing differences was $356 9 mil-
lion. The tax-effect of this amourit is not recorded currently
as reguiatory commussion procedures will result in such
costs being charged 10 customers when the timing differ-
ences reverse and the related taxes are paid.

As a result of the Tax Reform Act of 1986, the Company
determines its income 1ax liability 1o be the greater of regu-
lar income tax or AMT. For the year 1992, the Company has
an excess AMT liability over regular tax fiability which be-
comes a creait that will be applied against future regular
tax habilties The cumulative AMT credit as of December 31,
1992 15 approximately $3 7 million.




13. Suppliementary income Statement information

564,522

(3,827)
i5,128)

087
{7,115)
982
7,112
3,407
{4,620)
(5.191)
$53,149

28.0%

1992

$51,378
20,752
8,072
7,839

$88.041

$82,040
155
5,846
$88,041




Segments of Business

Electric Total

Electric




Electric Gas Total

15. Operating Leases




16. Quarterty Financial Data (Unaudited)

1992 Three Months Ended March 31 June 30 September 30 December 31

1991 Three Months Ended - June 30 September 30 December 31




SHAREHOLDER INFORMATION

Putilic Service Campany of Colorade and Subsidharies

Dividends

Dividends on common stogk, as declared by the Board of
Directors, are generally payable on the first day of Feb-
ruary. May, August and November of each year. The com-
pany pays regular quarterly dimdends on its preferred
siock on the first of March, June. September. and
December of each year

Dividends pard on stock held in “street name” are paid 1o
the holoer of record, generally a brokerage firm or bank
nominee. The dwidends are then redistributed 1o beneficial
owners by the brokerage firm of bank in accordance with
the beneficial owners nstructions

Shareholders of record receive dividends directly from the
company uniess such shargholger has glected 1o renvest
divigdends through the company's Dividend Reinvestment
Pian (DRP) or has authorized direc! deposit of dividenads 1o
& financial institution

Dividend Reinvestment Plan

The company s DRP provides an oppartunity for holders of
the comparty's common stock 10 acguire additional shares
of such stock in & convenient and economical manner
Participants in the Plan may reinvest cash dividends on all
or a portion Uf ther shares of common stock and/or make
optional cash payments. The company cumently offers a
3% distount on shares purchased with reinvested dividends

Stock Trading

The company s commion stock (85 par value) s isted for
fracing on thie New York, Migwest and Pacitic Stock
Exchanges under the ticker symibol “FSR". Quotes may
be obtained in daily newspapers where the common stock
s isted as "PSvCol” in the New York Stock Exchange
listing table

Three senes of cumulative preferred stock are actively
raded 4 1/4 % ($100 par value) on the American Stock Ex-
change, 7,15% ($100 par value) on the New York Stock Ex-
change and 8 40% (325 par value) on the New York Stock
Exchange and Boston Stock Exchange. All other series are
not actively raded and marke! prices are not published.

e e G e i e e g

Transfer Agent

The company is the soie transier agent angd registrar for its
common and prefarred stock

Annual Meeting

The annual meetng of shareholders will be held at 1000am
onMay 12, 1993 al the Auditorium Theatre, 14th and Curtis
Streets. Denver, Colorado.

Fees for Services

In an efiort 10 achieve greater efficiencies related 10 share-
hotder intormation services. the comparny 1S inftiaing a pro-
gram 10 assess fees for the duphication of services previously
provided. Beginning July 1. 1993 fees will be assessed
ranging from $5 10 $25 for repeated sharenolder requests
These tees will apply 10 such itemg as account histories,
research 1o verify a pnor transaction and copies of dividend
renvestiment statements. For turther details or fee schedule
miormation, sharehoiders can contact the Shareholder
Services Depanmerit

Shareholders' Inquiries and Assistance

Shareholders desinng assistance with iost or stolen stock
centficates or dividend checks, name changes, address
changes, stock trangiers, information on the DRP, or other
matters should call the Sharsholder Services Depanment
if you wouild like to eliminate dupiicate compariy mailings,
please send the annual report mailing labs! to Shareholider
Services The following telephone numbers are available
Aunns tusness nowrs 8:00 a.m. to 5:00 p.m. (MST)

Denver Metro Area {303) 294- 2566
Toll-Free Nurmiber (800) B35-0566

Written communication should be addressed 1o

Public Service Company ot Colorado
Sharsholder Services

P 0. Box 840, Suite 300

Denver, Colorado 802010840
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BOARD OF DIRECTORS AND EXECUTIVE OFFICERS

BOARD OF DIRFCTORS EXECUTIVE COMMITTEE James H. Ranniger

D. D. Hock D D Huck Vice President

Denver. CO (1385) Doris M Drary R T Dy
Chaieman of the Boag Guorge B Mok ey SoS0 i

Pasiderang Wil F Nichotson, Jt Philip D Shaffer

Chuet Expritive Ofhcer Roben G. Tomnon Viee Presidont

fge 57 Diavsion Customs Operatons

Colhs P. Chandier, Jr.

e 0 (1985

Prasgern

Chandler § Associates, Inc
£\ge 66

Doris M. Drury, PhD

Denver COT875)

Regs College

Expcutwe Diratton

MBA program

Pesdent Oerifer for Business
and Econgrtuc Forecasing. Inc
Age B6

Thomas T. Fariey

Puetvio, CO (1883)

Atorney at Law

Patersen & Fonda
Protessiong’ Coip

Age 58

Gayte L Greer
Denver, CO(11986)
Vice Pragident
Amengan Teevgon
ang CommuniCations
Comparaton

Age 51

A. Barry Hirschieid
Oenwer CO 11988)
Pregident A B Hirschieid
Press, Inc

George B. McKinley
Evanston. WY (18T8)
Pracigent

Fist Mokuriey Corp

Age €5

Will F_ Nicholson, Jr.
Denver. OO (19873
Chiwrmian of the Board
ang FPresigent

Coioradp Natona)
Bankzhares inc

Age €3

J. Michae! Powers
Cheyanng WY (1878)
Presigent. Powers Book ang Tie
ant Powers Podudts Cn
Age 50

Dot CO 00

Presigent Thomae £ Rodnguesr
8 Associales P C
Age 48

E. Siifer
vail, CO (1985;

Parner

Sittar Smith & Frampion
Age 58

W. Thomas

Danver CO [1388)
Chairman, President. and
Chwet Exeputive Ofhicer
Manulile Corporaton
#ge B0

Robert G. Tointon
Greeigy. CO | 1888)
Presigent
Pheips-Tointon. Inc

Age 50

i 1 Year gleciea o the
ot Drasiors
Ages as of December 31, 1892

AUDIT COMMITTEHE

4 Michae! Pawers
Thomag 7. Farley
Gavie | Greer
Tnomas £ Rognguez

PENSION INVISTMENT
COMMITTEE

W. T Staphens

& Barry Hirsohield
Roaney £ Shier

COMPENSATION COMMITTEL

Dors M Deury
Ceorge B MoKiniey
WILFE Nicholson. Jr
W T Stephens
Roberd G Toinjon

EXECUTIVE OFFICERS
D. D. Hock

Chasrman of the Board
Presioent and

Theef Executive Officer
Age 57 (30)

Clark B. Ewald

Senmior Vice President
Customes

Ape 58 (33)

Richard C. Keily
Senidr Vice Prasidant
Fmance and Agdminisiration
Criet Finangial Ottiger
Age 46 (24)

Patnck W. McCarter

Seritr Vice Presicant

tiectric Operations

Age 55 (33)

James R. McCoftter
o Vice Pregigent

Géenaral Coursel and

Corporate Serretary

Age 48 {17)

A E. Middents

Senicy Vice Presiden

Gas Operanons

Age 54 (32)

A, C. Crawtord

Vioe Presidert

Elecinic Production

Age 60 (3)

Cale V. Fetchentier

Vice Presigent

information Technalogy

ana Servces

Age 58 (38

Ross C. King. Jr.
Vice Prasigent

Metrapoiitan Customer Ciperations

Age 51 (28)

William J. Martin

Vice Presiner

Eiectric Engingering
and Plg ning

Age &1 (35)

Eart E. McLaughlin, Jr.
Vice Presigent
Markating, Customer Services
and Suppan Setvices
Age 52 {32)

Age 47 (19)
Wn E Taylor
vige Presigant

Agrministtative Services
Age 50 (8)

Raiph Sargent Ifi
Trgasurer

Age 43 114)

OTHER OFFICERS

W. Wayne Brown
Assstant Sepretary
and Controfier

Age 42 (20

Thomas W. Hess
Aggistant Secremary
Age 43 (20)

Age 42 (17}

Richard L. Hunt
Assisiant Treasurar
Ane 50 (26)
William E. Lewis
Assmian Treasurer
Age 43 (21)

Michael D. Pritchard
Asgigtant Treasurer
Age 46 (121}

MANAGERS.
GEOGRAPHIC DIVISIONS

8. G. Amold
Boulder Division
& Fouthills Region
Age 3807

Bill L. Croley
Denver Metropaoiitar
Age H2 (20)

David P. Davia
Northern Metiapolitan Region
Age 47 (24)

Anthony J. DeNoveliis
Southem Ragion

& Pueblo Diviston
Age 84 (22)

Michae! J. Geile
Home |

Age 50 (28)

W. Bruce Hansford
Northern Division
Age 51424}
Douglas C. Lockhan
Weatern

Age 50 (28)

PRESIDENTS

SUBSIDIARY COMPANIIS®
D. D Hock

Bannock Cemer Corporation
1480 Walton, Inc

Green anc Clear Lakes Company
P 5. Coloragd Cragin Compaoration

PSR Invegtmants. inc
Age 7 (30)

A. E. Middents

Fuel Resources Development Co

Age 54 (32)

S
L U
b by o
Age 47 (19)

Thomas E. Moore
Natural Fuels Corporation
Age 31 (2)

* Effectve January 1. 1983,
WestGas @ lormer subsichary
was merged mio Pubhc Service
Company

LEGAL COUNSEL

Keliv Stangheld & O'Donneil
Denver, Colorado

AUDITORS

Artrus Andersen & Co
717 - 171h Street, Suite 1900
Dervir, Colorago 80202

iwdh\llll d’%
Principal Transfer Ag
oy

Public Service Company
of Coloraco
Denver Coiorado

{ ) Danctes years of service of
assooiation with the Company
through December, 1992

Ages as of Decemnber 51 1992




Public Service Company

of Colorado

Shareholder Information




