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Corporate Purpose

ublic Service Company of Colorado i

the business of providing reliable elec-

tric, natural gas and steam services to
approximately 75% of the state’s three million-
plus people, including 1.9 million people in the
Denver metropolitan area.

We are an investor-owned utility, subject
to government regulation. Using sound manage-
ment principles, we seek the maximum value
from all available assets. In this way, we can fulfill
our three most fundamental objectives: a solid,
competitive financial condition that results in
market appreciation for our shareholders; quality
utility services at a cost customers can afford in
the prevailing economic environment; a stable
working environment for our employees and op-
portunities for their personal career development.

We are a leader in the utility industry
because of the success in meeting responsibilities
to shareholders, customers, employees and the
community. We face the future with 2 commit-
ment to continue to develop as a dynamic organ-
ization adaptable to change and confident of
even greater success in the years ahead.




Financial and Operations
Highlights

Financial % Change

Earnings Per Share
Dividends Paid Per Share

Return on Average Common Shareholder Equity 5.09 11.2¢

Common Shareholder Equity % of Capitalization (year-end) ) 41.5°

Operating Revenues (000) : $1,628,
Operating Expenses (000) $1,449,
Net Income (000) 2 $§ 106

Capital Expenditures (000) $§ 195
Gross Plant Investment (000) $3,118.2

Number of Employees
Common Stock Shareholders
Common Stock Shares Qutstanding (000)

Operations

Electric Revenues (000) 999 628
Kilowatt-Hour Sales (Millions) 17.005
Electric Customers 919,267

Gas Revenues (000) 790.068
Mcf Deliveries (000) 198,474
Gas Customers 771,53

Earnings & Year End Stock P.'e Customer Growth- Sales Growth-
Dividends Per Share & Dividend Yield Electric and Gas Electric and Gas
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Year in Retrospect

Earnings Reach Record High

8 Earnings per share in 1984 climbed to $2.55,a 37%
increase over 1983. This is the highest level in
Company history. Several developments contributed to
this performance: the better-than-average increase in
the number of electric and natural gas customers; the
implementation of higher rates; the recovery in the
rate of growth of energy sales exceeded expectations
The earnings improvement brought the return on

¢ ity to 15%

Energy Sales Rebound From Depressed 1983

® Electricity sales jumped 8.6% and naturai gas
deliveries increased 11.8% after a weak performance
in 1982 These increases surpassed our projections
because of the near-record cold winter weather in
1983-1984 and the improved economic situation in our
service territory. The 17.1% increase in electricity
sales to the industrial sector alone is one of the
strongest indications that our major industrial
customers are recovering from the effects of the
recession on their operations

New Rates To Raise Annual Revenues $60.6Million
B We were permitted by the Colorado Public Utilities
Commission (CPUC) to increase rates 4.2%, which
should raise our annual revenues by $60.6 million. We
requested in late 1983 a rate increase of §123.2

million. The CPUC allowed us in December 1983 to
put $43 million of that request into effect on an
interim basis. In May, the CPUC authorized an increase
of an additional $17.6 million

Nuclear Plant Outage Raises Refund Issue

B We charged $7.2 million against 1984 pre-tax
income in anticipation of possible requirements to
make refunds to customers because the Fort St. Vrain
Nuclear Generating Station did not meet CPUC oper
ating stancards in 1983 and 1984. A refund cf
$591,000 was made to customers in May. No addi
tional refunds will be made pending the outcome of
legal and regulatory proceedings

Annual Dividend Rate Increased to $1.92

B In March 1984 the Board of Directors approved
a 4.3% increase in the quarterly dividend rate to

{8 cents per share, or $1.92 per share annually. We
believe a consistent pattern of annual increases
declared at the same time each year, is important
to strengthen our competitive position in

capital markets

Changes Made In Dividend Reinvestment
® Several modifications in the Automatic Dividend
Reinvestment Plan became effective January 1, 1985
The reinvestment of dividends on common shares will
be limited to an annual total of $1,500 per shareholder
account. This is the maximum amount permitied by
the dividend exclusion provision of the Economic
Recovery Tax Act of 1981, Once the

dividends will be paid in cash. The 5% discount on
reinvested dividends, preferred dividend reinvestment
and the optional cash payment feature have been
eliminated from the plan. These changes were made to
ensure the continuing availability of qualifying new
issue shares

Non-Regulated Businesses In Growth Plans

B Limited investments into non-regulated businesses
continue to be a component of our long-range corpor-
ate strategy. Through our subsidiary, Fuel Resources
Development Co. (Fuelco), we are investing in natural
gas and oil exploration properties in a six-state area in
the Rocky Mountain region. Fuelco's gross revenues in
1984 amounted to $10.3 million, compared to $10.2
million in 1983. Net income was $1.2 million,
compared with a $1.2 million loss in 1983. The natural
gas sales volume was 2,478,593 Mcf and crude oil sales
volume totaled 86,465 barrels. Fuelco had a working
interest in 341 wells at year end; 270 of these wells are
producing

Real Estate Subsidiary Unveils Long-Term Plan
B Bannock Center Corp. announced a comprehensive
long-term potential land-use plan for the future
development of prime property near downtown
Denver. We have extensive holdings in utility-related
properties and these operations already involve us
deeply in the life of the communities we serve. The
investment in commercial real estate is a natural
extension of the real estate aspects of our business
Bannock Center offers an opportunity to provide
exciting urban design as part of Denver’s long-range
efforts to enhance the quality of its downtown area

Colorado Establishes A Consumer Counsel

B The Colorado Office of Consumer Counsecl was
established by the State Legislature effective July 1,
1984. Supervised by the Attorney General, the new
agency will represent consumers in proceedings con-
ducted by the CPUC. The agency is funded through an
assessment on the regulated utility companies

Lehr Named To CPUC Seat

® Ronald L. Lehr was confirmed by the Colorado
Senate in March 1984 to serve on the CPUC the
remaining 10 months of the term of Daniel Muse who
resigned on Janvary 31, 1984, The term expired
January 21, 1985, and Lehr has been re-confirmed by
the Colorado Senate to serve a six-vear term. Lehr is a
penver lawyver who has worked for the state’s energy
conservation office. The other commissioners are
Edythe S. Miller, chairwoman, and Andra [. Schmidt

Shareholder Meetings Attract 1,200 Guests

B More than 1,200 shareholders and members of the
financial community met personally with management
during the 1984 series of regional meetings held in
five cities. Meetings for 1985 are listed on the survey
card attached to the last page of this Annual Report




Management Commentary

—
r " he principles by which we have managed the Company to a
much-improved financial condition and to a strong
performance in 1984 form the cornerstone of our business
plan for the next five years.

We faced a critical challenge in 1979 to turn ourseives away
from the disruptions caused by an energy malaise and a stinging
inflation rate. At that time, we set ambitious goals that enabled us to
pinpoint problem areas, determine the level of financial strength
desired and formulate precise programs for improvement. These goals
provided the framework for the decisions and actions that put us on
the road to financial recovery. They have led us to a point where now
we can plan the future with programs for increased profitability.

Because the business of running a utility has become more
complex, the quality of management as a gauge for measuring the
merits of our Company as an investment is more important than ever
before. A well-defined and clearly communicated set of basic
objectives enables investors to evaluate our performance by standards
other than historical results and track our progress and potential from
year to year.

Two equally important fundamental principles underlie our
entire management philosophy and strategy. The first is to provide
customers with adequate and reliable service at the lowest cost
possible. The second is to reach a highly competitive level of financial
strength and profitability.

Because customers generally use less energy as prices in-
crease, it is difficult to satisfy both of these principles. However, we
believe a workable balance can be reached in serving company and
customer alike by minimizing the cost of services and maximizing the
use of our production facilities.

Effective cost-control innovations are part and parcel of our
efforts to reduce the price of electric and gas service. Comprehensive
measures at every level of the Company have held the line on all
costs, especially non-fuel and non-capital expenses. We are putting the
latest managerial and technological concepts to work for us and we are
confident that we will be successful in this effort.

Economic activity in our service territory and the state’s
population during the next five years are projected to increase at a
healthy rate. This growth will provide some cushion against future
economic changes that could have an adverse affect on our business.
It is difficult to formulate a precise energy supply strategy because
customers’ energy usage habits are changing. This is particularly true
in the non-residential sector as the essence of our economy shifts from
mining, manufacturing and agriculture to high technology and service
industries. Our stature as a regulated monopoly does not shield us
from the competition of an increasing array of developing energy
options in this changing business environment




Our goals and programs for 1985 continue to reflect the
principles of constant attention to customer needs and maintaining
financial integrity and profitability. Listed are some major programs
B Natural gas will be marketed with a new emphasis. We will seek the
opportunities offered by a changing gas industry now characterized by
surplus supply, market competition and declining gas prices
@ Electricity will be marketed in 2 manner that emphasizes managing
and limiting growth of the maximum demand on our system. We will
continue to combine our generating capabilities with available
purchased power to achieve ihe best balance of supply and cost
B Engineering and design work will continue on the second unit at
Pawnee based on an in-service target date of 1991. This will assure us
of adequate generating capability in the 1990s. However, construction
will not begin until we are confident it can be completed without
detriment to the best interests of shareholders and customers.

B We are committed to returning the Fort St. Vrain Nuclear Gener-
ating Station to operatioanal status as soon as possible. We will oppose
the CPUC-initiated regulations imposed against the plant in 1984

B We will continue to be aggressive in protecting our rights to serve
our existing territory. We will carefully evaluate opportunities for
expanding the service territory

B We are taking the necessary steps to ensure the renewal of our
franchise to serve the city and county of Denver.

B We have implemented a new system that

changes the way we motivate, evaluate and

compensate our employees. Our commitment

is to place greater emphasis on employee

performance and rewards for contribution and

competence. The achievement of all corporate

goals depends on the skills and motivation of

our employees. We have reviewed our commit-

ment to enhance the effective development

and utilization of our human resources

The successes of the last five years
and the optimism with which we view the next
five years must be attributed in great measure
to our employees. We compliment them for
their contributions in making us the company
we are today and for all that we can be
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R. T. Person R. F. Walker

Chairman of the Board President and
Chief Executive Officer

February 8, 1985

resident and Chief

Executive Officer
R. F. Walker (left) and
Chairman of the Board
R. T. Person confer
before one of several
meetings with share
holders beld throughout
the year




We reached
record high
earnings in 1984
and we believe
the quality of our
earnings to be
among the best
in the utility
industry.

With lower con-
struction
spending and a
higher cash flow,
we have
strengthened our
balance sheet
and improved our
capital structure.
These improve-
ments give us the
flexibility to with-
stand future
economic and
financial market
upheavails.

Financial Performance

ur financial condition was stronger in 1984 than at any time

in many years. We are meeting many of the financial geals

essential to our continuing effort to meet broader corporate
objectives. We are now in a position to view the rest of this decade
with increased optimism. We believe this strong position holds the
potential fo. increased profitability.

It i, important in evaluating this success and our expectations
for the future that we consider not only management’s efforts and the
resulting financial statistics, but the intangible factors that influence our
business. Our performance in 1984 is a case in point.

Earnings per share in 1984 were $2.55, highest in the Com-
pany history. Several developments combined to produce this notable
result. Eiectricity and gas sales in the 1984 first quarter improved
dramatically from depressed levels of late 1983 and continued strong
through the rest of the year. Weather played a big hand in that first-
quarter surge as Denver's winter temperatures were the second coldest
in history. About 75% of our customers are in the Denver area.

Electricity sales for the year increased 8.6% and gas deliveries
were up 11.8%, reflecting weaiher conditions and the economic
recovery being experienced in our service territory. Industrial cus-
tomers emerged from the lethargy of the recession. Electric and gas
sales to that sector alone jumped 17.1% and 6.2%, respectively. Sales
also benefitted from the 3% rate of growth in our electric customer
base, and a 3.7% increase in gas customers

We were authorized by the Colorado Public Utilities Commis-
sion (CPUC) to put $43 million of a $123.2 million rate increase request
into effect on an interim basis in December 1983. In May, the CPUC al-
lowed us an additional $17.6 million, bringing the total amount of the
rate increase granted on an annual basis to $60.6 million

The 1984 earnings improvement resulted in an increased
return on average equity to 15%. This is the highest level we've been
able to achieve in recent decades and it is our objective to remain in
the 14% range in 1985

We charged $7.2 million against pre-tax income contingent 5n
possible refunds because the Fort St. Vrain Nuclear Generating Station
did not meet operating standards established by the Colorado Public
Utilities Commission. This amount includes $591,000 refunded to cus-
tomers in May because the plant did not operate in January and
February 1983. Additional refunds related to the plant’s operation from
March 1983 to October 1984 are being considered by the CPUC

In August, the CPUC issued an order requiring refunds based
on revised operating standards beginning in November and continuing
each month following that the plant does not meet these standards
The refund for November and December amounts to $960,000.




ommunications
that clearly define

our objectives ['/’1

losopby and programs

are essential in
competing for invest
ment dollars in today's
marketplace. Using all
appropriate media, we
provide our share
holders, the financial
community and cus
tomers with timely
concise and understand
able information. This
enables them to more
fully evaluate our
performance and
tvestment prospects




We serve a
growing service
territory and that
transiates into
increased
revenues and
income.

We do not expect
to seek financing
for construction
purposes during
the next couple
of years hecause
of our strong
cash position.

Our objective is to
maintain a con-
sistent pattern of
increasing the
dividend every
year.

Financial Performance

We requested and received in Denver District Court a stay of that
order while the court reviews the case, but we are required to escrow
the refund amounts

Earnings in 1985 may not reach the record high of $2.55 per
share recorded in 1984. Winter temperatures may not be as severe as
the record cold temperatures of a year ago. There will be further
charges made against net income in connection with the operating dif-
ficulties at Fort St. Vrain.

The quality of our earnings is important in maintaining sound
credit ratings. We are now rated a strong single A and our immediate
objective is to move up to a double A. The doubie A rating will put us
in a stronger position if we begin building a second unit at Pawnee.
This stronger credit rating will enable us to withstand the effects of
possible adverse economic conditions on our business and maintain
the access to capital markets needed to complete our construction
program without undue delay

Two important measures of earnings quality are the effective
income tax rate and pre-tax coverage of interest expense. Our effective
income tax rate was up to 49% in 1984. The pre-tax coverage ratio
was 4.35 times. Our objective over the long-term is to maintain a ratio
of 3.5 times or higher.

Our capitalization ratios have improved steadily during our fi
nancial resurgence. Our level of debt as a percentage of capitalization
is 44.4%. Our objective is to keep debt at 45% or less of
capitalization

Our common stock equity ratio was 44.1% at year end. Our
objective is to reach about 45%. We review our capital structure
objectives regularly in light of the most current economic and financial
conditions. The current objectives should enable us to finance our
construction without straining the financial integrity we have achieved.

The steady reduction since 1980 in spending for construction
projects is a major reason for our strong financial condition. Spending
in 1984 was $196.6 million. This amount represents 9.7% of capital-
ization. Our objective is to hold spending on average to 12% of
capitalization

We generated internally from our operations $168.1 million in
1984, or 90% of construction spending. We expect to stay well above
our long-term objective of 50% in 1985. We do not anticipate the
need to seek financing for construction purposes in 1985 or 1986

Consistency has been the kev element with respect to our
dividend policy. In March 1984 the Board of Directors increased the
annual dividend rate to $1.92 from $1.84. Our objective is a consistent
pattern of increasing the dividend every year and intend to make the
amount of the increase no less than that of the previous year
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be tight controls

on construction
expenditures during the
past five years bave
strengtbened our fi
nancial condition. Yet
we continue to meet the
growing energy needs of
our customers by maxi
mizing the efficiency of
our electric system gen
erating and transmis
ston facilities




Financial Charts

Return on Equity
This is the measure that
tells common share
holders how well our

14

Pretax Coverage of
Interest Expenses

A measure of protection
or safety of the interest

B Industry Average

81 82 8}

Company is doing with i expenses paid to bond
its sharcholders’ invest holders by our Company ‘
ment. It is the primary 2 for the money bor
indicator of profitability rowed. It is like a home :
for shareholders and owner who must have
measures the actual . monthly income so 33
average return earned many times his monthly
for each of the ycars ke niortgage payments on 4.0
indicated his home. Our objective

is to have annual income
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before taxes at ieast 3.5 80

Common Equity Ratio
The amount of share

holder investment as a 42
percent of the total $2
billion invested in our 39

times our annual interest
payments

Internal Funds
Generation
The amount of funds

Company. Our objective
is to have about 45% of 36
total investment or capi
talization in shareholder 33
equity
3%
i |

obtained from Compan
operations available for
spending on new oOr
existing utility plant
Qur objective is for at
least 50% of our annual 30
spending to come from
operations. The higher 15%
this percentage, the less
financing we must do
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Debt Ratio 2% AFDC*-% of Earnings

I'he proportion of

T'he proportion of
borrowed funds as com earnings derived from
pared with the total $2 certain non-cash addi
billion invested in our ticns to income based «
Company. Our objective on the composite cost
is to hold debt to about funds used to finance 30
159% of total investment construction work in
progress. The lower this 20
ratio the higher the qual
\ ity of reported earnings 10
per share
*A wi { ind i
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Effective Income
Tax Rate

A measure of income
taxes as a % of pretax
income. A full Federal
and State statutorv rate
(48.7%) more fully
recognizes current and
deferred taxes resulting
primarily from acceler
ated depreciation of
plant assets

Construction
Expenditures as a %
of Capitalization

T'he portion of total in
vestment (capitalization)
in our Company being
spent annually on new
or existing utility plant
Our objective is not to
spend more than 12% of
our current $2 billion
capitalization in one year

Electric Generation
by Coal

I'he proportion of our
electric generation that
is produced by burning
coal. Coal is abundant
and the least expensive
fuel for our Company. It
is also low in sulfur
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Composite Fuel Costs*
Our average cost of fuels
used in the generation of
electricity has been rela
tively stable in recent
yvears and is well below
the average for the in
dustry. The primary
reason is our low cost of
coal and that it vq

ont ver 90° 'f

fuel we use

*Million Britist

Average Annuai
Residential Kilowatt-
Hour Usage

I'his measures the
amount of electricity
used by our residential
customers every vear
Colorado’s climate
reduces the need for air
conditioning. Natural gas
is the primary heating
fuel, further reducing
residential electric usc
AS a result, electric
consumption is below
the national average

Average Annual
Revenue Per
Residential Electric
Customer

Our average annual res
dential electric utility bill

is well below the na
ional average. With
lower fuels and ope
ating expenses, we
believe utility bills will
moderate from the rapid
increases experienced in

recent vears

$2.50

2.00
1.00
0.5%
$0.00
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9000 Kwh
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Long-term pur-
chased power
contracts supple-
ment our strong
glectric gener-
ation position and
give us the oppor-
tunity to further
strengthen owur
financial position
before under-
taking the con-
struction of a
new generating
unit.

Electric Operations

dequate. Econorical. Reliable. These words long have
described our standards for providing electric energy

v Demand and usage of that enerev is changing. A volatile

economy breeds uncertainty about how etectricity will be used in the
future. Nevertheless, our commitment to adequate, economical and
reliable electric energy not only remained steadfast in 1984 but is the
driving force behind corporate strategy for the future

Adequate. Our supply position was excellent again in 1984
During the summer peak load periods, our Company’s net generating
capacity was 3,035 megawatts. In addition, we had firm contracts to
purchase 755 inegawatts of capacity from other utilities. The maximum
demand on our system reached 2,968 megawatts on July 19, which is
exactly the same as the 1983 peak which came in December 1983. Our
capability, including purchases, at the time of the 1984 peak was 3,790
Megawaiis or e
on our installed generating capability, firm purchased power contracts
with other utilities an projected maximum demand, we expect a
reserve margin in 1985 of about 28%

Economical. We controlled costs to our customers in three
significant ways in 1984. First, we substituied economically priced
purchased power, when available, for power generated from our least
efficient generating units. The savings appeared in the Electric Cost
Adjustment on our customers’ bills which reflects the cost of power
we pass on to them on a dollar-for-dollar basis
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Second, we continued to reap the benefits of using coal as a
primary fuel in generating electricity. The supply of coal in our area is
abundant. It is the least expensive fuel that we can purchase for
generation. Coal costs in 1984 were $1.28 per million British Thermal
Units (Btu). The utility industry on average pays $1.72 per million Btu

Third, we continued to offer customers a broad range of
information programs about using electricity in the most efficient and
cost-ctfective ways

Reliable. We combine several major strategies in developing
energy sources that will strengthen our system reliability. As part of
our overall program to expand and maximize the output of existing
facilitics, we completed improvements to a unit at our Valmont Plant
and brought the second unit at our Zuni Station in downtown Denver
back into service in 1984, The newly activated capacity offset to some
degree the unavailability of the Fort St. Vrain Nuclear Generating
Station which was shut down for maintenance and repairs

The system average generating unit availability factor in 1984
was 85.6%. Our four largest generating units alone, located at the
Pawnee, Cherokee and Comanche plants, accounted for 52.9% of total
system electric energy requirements and had a composite availability
factor of 87 2%. Pawnee, the Company's largest generating unit, had a




ur strategy to keep

abead of the
growth in demand for
electric energy rests in
the engineering and

planning function. We

are continually con
stdering the need for
new distribution facil
itites and transmission
lines as well as plan
ning for the main
tenance and upgrading
of existing facilities. We
ulso bave completed a
large portion of the
design and engineering
work on a new gener
ating unit at the site of
our Paunee plant




Our installed
generating
capabiiity and
firm purchased
power coiitracts
give us a pro-
jected reserve
margin of about
28% in 1985.

W3 havo deferred
the compiletion of
a sacond 500
megawatt unit at
our Pawnee Plant
site until 1991, We
have already
completed & large
portion of the
enginearing and
desiyn work and
have ordered
major equipment.

Electric Operations

relatively trouble-free year in 1984. The plant was available at full
capacity nearly 96% of the time. This is an outstanding reliability
record for a facility of its size

We continue to consider additional transmission lines to tap
potential pools of surplus power from nearby utilities. New lines,
together with the upgrading of existing lines, will enable us to transmit
enough power through our system to meet all customer demands.

Our objectives and approach to adequate, economical and
reliable electric service thrcughout the rest of the decade have taken
on new dimensions. We have put more emphasis on assessing energy
trends that will determine consumption. We must identify the driving
forces behind customer usage, isolate their effects and determine
which factors are likely to be important. The more accurately we
project demand, the better we can balance system supply and the
needs of customers

Cur service territory is growing. Growth is important to our
success because it enabies us to utilize our facilities in a cost-effective
manner, resulting in increased sales.

Electric customer growth is forecasted at an annual average
rate of 3% through the 1980s. Electricity sales are anticipated to
increase at an annual rate of 3% to 4% during the same period. The
maximum demand on our system at any given time is the basis on
which we determine how much capabiiity is needed. We estimate that
maximum demand will increase on the average about 3% each year

Our strategy to keep ahead of this growth includes the pre-
liminary planning of an additional generating unit. We have long-term
agreements with neighboring utilities to purchase, at economical
prices, enough electric energy to supplement our strong generating
position. We are aware that the current power surplus is temporary
For the time being, this surplus situation gives us the option of
deferring another generating unit while our financial ability to support
such construction becomes stronger

We have deferred the date of commercial operation of a
second 500-megawatt unit at our Pawnee plant site until 1991. About
3% of the engineering and design work on the unit is completed and
major equipment has been orderec. This activity will continue at an
appropriate level so that we will have at least 50% of the engineering
and design completed prior to the start of construction

Emphasis throughout the 1980s will continue to be placed on
maximizing the efficiency of present generating units, maintaining a
high availability factor, load management, controlling costs through
effective fuel management and taking advantage of economical pur-
chased power. This will give us a competitive position that will
encourage our customers to continue to choose electricity as a primary
energy source




be reliability of our

electric system is
greatly enbanced by the
buge map board which
enables our operators to

monitor electric load

patterns and pinpoint

immediately areas
where emergency out
ages occur This sO
phisticated system
brings the entire electric
distribution system into

Jocus at a glance




The per unit price
of natural gas to
our customers
has decreased
during the past
two years be-
cause of the
industry’s surplus
supply situation

Naturzl gas is
effectively mar-
ketable as an
energy source
because it is high
in energy value,
reliable, clean-
burning and
efficient.

Natural Gas Operations

he era of phased deregulation, legislated in 1978 and

completed January 1, 1985, is changing the environment in

which we operate our natural gas business. Prior to 1978 the
per unit price of natural gas to consumers was artificially low. Phased
deregulation initially brought about sharp increases in the price of gas
and consumers responded by conserving more or switching to
alternate fuels. Phased deregulation also spurred a significant increase
in drilling and exploration activity. Consequently, the gas industry has
been moving from an economy of scarcity to an economy of sutpius.

This surplus has brought about new market disciplines and a
competitive situation that has enabled prices to decrease during the
past two years. Our major supplier, Colorado Interstate Gas Co. (CIG),
cut its rates 3.1% in 1984 and a total of 14% since October 1982. CIG
has capitalized on the surplus situation by renegotiating many of the
contracts through which it buys gas from producers.

We also have taken advantage of the buyers’ market by
making short-term purchases at competitive prices. We believe that
with the deregulation of gas prices now complete we will be able to
provide our customers with some further modest cost savings in 1985.

We will shift marketing emphasis in 1985 to pursue opportun-
ities offered by the industry’s new environment. Natural gas 1s effec-
tively marketable as an energy source because it is high in energy value,
reliable, efficient and clean-burning. With
lieve customers in our service territory will use more gas for heating
and other purposes during the next five years. Furthermore, we are in a
better position to compete for interruptible industrial customers who
have been considering using cheaper alternative fuels and purchasing
gas on the open market

The number of gas customers is expected to increase at an
annual average rate of about 3% through the remainder of the 1980s.
Gas sales during this period are forecasted to increase about 2%. Our
gas marketing effort will add impetus to this growth

Our gas distribution system is extensive and capable of
handling maximum customer demand. In 1984, we delivered 198.5
billion cubic feet of gas. That is 11.8% more than in 1983. We have
the capability to store 11.7 billion cubic feet of gas at any given time,
providing a more-than-adequate supply to meet a surge in demand
caused by cold weather. This was evident during the record-setting
winter of 1983-1984, when we were able to deliver all the gas needed
by customers during an extended period of sub-zero temperatures.




H and-beld meter
reading computers
were implemented in
1984 to improve the
overall efficiency in
reading both electric
and gas meters and pro
viding long-range cost
savings 1o customers
We are continually
evaluating the latest

technological develop

ments and otbher initi
atives in reaching our
fundamental objectives
of running our business
as efficiently as possible
and providing utility
services to the customer

at affordable costs




Through our sub-
sidiary, WestGas,
we will con-
tinually search
the gas market
for the most
economical
prices.

We will shift our
marketing empha-
sis in 1985 and
the years ahead
to focus on the
advantages of
natural gas as an
efficient energy
source and the
fact that it is
available at a
competitive price.

Natural Gas Operations

The strategies we develop in response to the evolving era in
the natural gas industry encompasses our subsidiary company Western
Gas Supply Co. (WestGas), the new name for Western Slope Gas Com-
pany. The company name was changed to reflect WestGas' expanding
operations and to show that WestGas operates throughout Colorado
and not only on the state’s Western Slope

WestGas operates as a pipeline company that negotiates and
buys gas at favorable prices from producers and transports it to Public
Service Company and other large users. Nearly 70% of its sales are to
Public Service Company. WestGas a!so maintains the large storage units
that help to hold down costs and further increase the reliability of our
service. WestGas totai revenucs in 1984 amounted to $209 million,
31% of which were from customers other than Public Service Company

During the last half of the 1980s, WestGas wiil expand its role
in our gas supply operations. WestGas will search through the breadth
of the market for gas that can be purchased at the most econu.nical
prices. It is also studying the feasibility of bringing gas to new
residential markets, carefully following industrial development and
rema.ning alert to unusual opportunities for growth, such as wholesale
gas sales to other utilities or to small towns

With todav’s surplus condition, our emnhasis will be on pro-
viding gas to the customer at the lowest possible price. The surplus
supply situation is expected to continue for the foreseeable future The
successful realization of our basic objectives in the coming year will
prepare us adequately to bring the advantages of natural gas to our
customers and to further strengthen our position in this business




ur subsidiary

Western Gas Sup
ply Company, renamed
WestGas this past year
operates as an intra
state gas pipeline com
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from producers and
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Service Company and
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WestGas s a vital part
| our extensive gas
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which puts us in a
strong position to shif
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Shareholder Information

The Company’s common stock (85 par value) is listed
for trading on the New York, Midwest and Pacific
Stock Exchanges under the ticker symbol PSR
Quotes may be obtained in daily newspapers where
the common stock is listed as "'PSvCol” in the New
York Stock Exchange listing table

Year Total Volume
1984 33 670,400 133 ORS
1983 32 911.900 130 086G
1982 21.198 000 83 787

Average Daily Volume

Common Shares
Year Outstanding

Shareholders

Common Preferred

1984 51.632 451 73 702 5 R7S
1983 19,182,153 73,556 6,009
1982 17.019, 528 70.710 6,128
Three series of cumulative preferred stock are actively
traded (see chart below). All other series are not
actively traded and market prices are not published
Series Where Listed
4 %4 % ($100 par valuc) American Stock Exchange

7.15% (8100 par value) New York Stock Exchange
B.40% (825 par value) New York S:ock Exchange

Where to Buy Stock
@ The Company's common and preferred stock may
be purchased through a brokerage firm. A shareholder
of record holding the Company's common stock in
his/her name may purchase common stock with no
service charge or commission through the Company's
Automatic Dividend Reinvestment and Common Stock
Purchase Plan (the "DRP’’) (see section entitled
Dividend Reinvestment Plan™ for details)

Where to Sell Stock

® The Company’'s common or preferred stock held in
certificate form may be sold through a brokerage firm
Shares held in the DRP by the Company for a
participant must be ordered out in certificate form by
the participant and sold through a brokerage firm

Dividend Reinvestment Plan
@ The Company's DRP provides common share
holders with an economical and convenient method
for purchasing additional shares of the Company's
common stock without the payment of brokerage
commissions or service charges

Dividends reinvested through the DRP are used to
purchase common stock at the average of the high and
low sale prices of the common stock as reported on
the consolidated tape on each investment date. Com
mon shareholders whose shares are registered in
names other than their own may participate in the DRP
for the reinvestment of dividends, provided the broker
or fiduciary who holds such stock in nominee name is
willing to participate in the DRP

A DRP statement, reflecting the transaction occurring
on each investment date, is mailed to the participants
as soon as practicable after such investment date

Effective January 1, 1985 the DRF was modified,
eliminating the following. the 5% discount on
reinvested dividends; participation with preferred
dividends; and optional cash payments. In addition
the reinvestment of dividends on common stock has
been limited to $1,500 per year. Complete details are
contained in the DRP prospectus

A prospectus describing the DRP and enrollment
information can be obtained froni the Shareholder
Services Department by writing or by calling
(303) 571-7514

Dividend Reinvestment Plan Statistics

Sharcholder % of
Year Participants Total

Shares
Participating
1984 35 092 AR | R HOK 244
1983 32.410 14 )3 6

1982 B 480

Funds
Collected

Shares Average
Issued Price

$41,044,000 2,450,298 $1675
$32 869 000 1.990.151 $1651

$22.9%3 (NN i 6 $14.23

Open Market Plan
W@ At current participation levels the Company's DRP
does not have sufficient shares authorized but nunissued
to complete 1985. Therefore, the Company wiu con
sider an open market dividend reinvestment plan to
replace the current DRP when the authorized shares
are exhausted

I'he specifics of an open market type dividend re
investment plan have not yet been determined. How
ever, continuing with the Company's policy of keeping
our shareholders informed, the operational procediires
will be sent to all shareholders as quickly as the
information becomes available

Transfer Agents
8@ The Company is the principal transfer agent for its
common and preferred stock. Central Bank of Denver
is the principal registrar

For additional convenience in transferring stock
Morgan Guaranty Trust Company of New York is
retained as co-transfer agent and co-registrar. Effective
March 1, 1985 the services of Bank of America NTSA
as co-transfer agent and co-registrar were discontinued
While Bank of America has served as co-transfer agent
and co-registrar for many years, steadily declining
volumes of certificates transferred on the West Coast
make the continuation of services there uneconomical

How to Transfer Stock

® A transfer of stock is required whenever the
registration of a stock certificate is changed. A change
in registration generally occurs when stock heid in other

than ""'nominee or sueet name ' is sold. Changes of




name, CoO-owners, tenancy, etc. 4lso require a transfer

A transfer can be accomplished by properly filling in
the stock assignment form on the reverse side of the
stock certificate and endorsing the assignment form
exactly as the registration is shown on the face of the
certificate. The signature(s) of the transferor must be
guaranteed either by a commercial bank or a brokerage
firm that is a member of one of the major stock
exchanges. The certificate with the properly completed
assignment can then be sent to the Company or to the
co-agent for transfer. It is recommended that
certificates be sent regisiered or certified mail

Stock Registration
8 The purchaser has the choice of having the stock
delivered or leaving it with the broker. Stock left with
the broker is generally held in the brokerage firm's
name and referred to as "'street name’ stock. The pur
chaser is generally referred to as the beneficial owner
A purchaser who elects to take physical possession
of the stock receives a certificate(s) representing the
number of shares purchased. The stock is registered on
the Company's books in the name of the purchaser
who becomes a shareholder of record

Safekeeping of Certificates

B When stock certificates are received, it is
recommended that the certificates be safeguarded by
placing them in a secure place such as a bank safety
deposit box. A separate certificate record should be
maintained including each certificate number, purchase
date, date of issue, amount paid and the exact regis
tration. The Company does not safe keep certificates
for sharebolders

Lost or Stolen Certificates
B If a stock certificate is lost or stolen, notification
shoul¢ be sent immediately to the Company so a

stop’’ can be placed on the missing certificate. The
letter should contain as much information as possible
describing the certificate; in particular, certificate
number, date issued, and registration. Once a "'stop
has been placed on the missing certificate, an affidavit
will be sent which must be completed, signed
notarized and returned before a replacement certificate
can Le issued. An irrevocable indemnitv rond for the
lost stock certificate if also required. The cost is about
2% of the market value of the missing certificate
calculated at time the indemnity bond is issued

Information regarding lost or stolen certificates
should be sent to Shareholder Service )epartment
(Room 160B), P.O. Box 840, Denver, €O 80201

Dividends

® Dividends on common stock, as declared by the
Board of Directors, are generally payable on the first
dav of February, May, August and November of cach
vear The Company pavs regular quarterly dividends

on its preferred stock on the first of March, June
September, and December of each year

Dividends paid on stock held in “'street name’ are
paid to the holder of record, generally a brokerage
firm or bank nominee. The dividends are then redistri
buted to beneficial owners by the brokerage firm or
bank in accordance wirh the beneficial owners
instructions

Shareholders of record receive dividends directly
from the Company unless such shareholder has elected
to reinvest dividends through the Company’s DRP

Dividends Not Received

@ Dividend checks are mailed so as to reach
shareholders on the dividend payment datc
Shareholders who do not receive their dividend check
on the appropriate dividend payment date should
contact the Sharcholder Services Department

However, it is suggested that such contact be delayed
about 7 days after the dividend payment date to allow
for any delay in mail delivery

I'he accompanying tables show the ranges of closing
common and preferred stock prices as shown on the
consolidated tape and divideads paid on common stock by
quarter for 1984 and 1983

Common Stock 4th

1984
High

w

) e

i

Pa

Cumulative
Preferred Stock

4% Series
NG f‘_‘.“v




Financial & Statistical Data

Tocal Assets (millions)

Common Equity (millions)
Preferred Stock (millions):
Subject to mandatory redemption at par
Not subject to mandatory redemption
Long-Term Debt (millions)
Short-Term Borrowings (millions)*

Total Capitalization (millions)

Capitalization Ratios — Year-End:
Common equity
Preferred stock (Incl due within 1 vy
Long-term debt (Incl. due within 1 yr))
Notes payable and commercial paper

Gross Construction
Expenditures (millions) $196.6
% of Total Capitalization 9.79

Funds Generated Internally (millions) $108.1
% of Net Construction Expenditures 90 .0

Rates of Return Earned:
Total capitalization (Oper. income) 10.4%

1

Avg. common =quity (Net to common) 15.0%
Pretax Coverage of Interest Expenses +.35x

Effective Income Tax Rate
Payout Ratio on Dividends Paid

Dividend Yield — Year-End

Mz .» Price Per Share:
i ’
Low $ 16Y
Year-End Close $ 19%

Book Value Per Share $17.31

Common Stock Volume:
Daily Average (000) 133 1
Annual (000) 313 670

Number of Employees — Year-End 6,894

Financial & Statistical Data
he information ntal
frequently sought b
Hnmunity. A n
nnancial a
publication ¢
Financial
reques
Rep




Operating Revenues,
income and Earnings Data

1984
Operating Revenues:
Electric $ 9996
Change |
Gas
Change
Other

l'otal Revenues

% Change

Operating Expenses:
Fuel used in generation
Purchased power
Gas purchased for resale

lotal Energy Costs
Change
ol Revenues
Payroll charged to operating expenses
Change
of Revenues
Other operating expenses (ex. payroll)
Maintenance
Depreciation
laxes (other than income taxes)
Income taxes

F'otal Operating Expenses
y Change
of Revenues
Operating Income
% Change
of Revenues

Other Income and Deductions
Interest Charges

Net Income
Change
of Revenu-s
Preferred Divitend Recuirements

Earnings Available for Common Stock
% Change
of Revenues

Earnings Per Average Share

Dividends Per Sh .re:
Paid

Deciared

Common Stock Shares Ouistanding (000):
Average 50,440
Year-end 51,632

Operating Revenues, Income and Farnlngs Data
OpPerating revenu s lerived from four basic sources
tomer growt!

nsummpt aMe In CaANeS

| State regulat

Year Ended December 31,
1983 1982 1981 1980 1979 { 1974

(Millions of Dollars
8534 7 843 4 742 507 $224

$2.728 30,412

14 .BYO 49 QW)




Electric Service Statistics

1984 1983 1982 1981 1980 1979 1974
Kilowatt-Hour Sales (millions) 17,005 15,654 15,433 15,473 15.194 14.659 10.602
% Change 8.6% 1.4 ( 12.0 9
Customers (000) 919.3 892.6 ‘ 794.5 640 .8
% Change 3.0% ' 5.1
Avg. Annual Residential Kwh Usage
% Change
Avg. Residential Revenue Per Kwh
% Change

)

Average Annual Revenue Per
Residential Customer
% Change { 18.2
Net Effective Capability at
Time of Peak—Megawatts ‘ 3512 (w) 3,401 (s) 3,116(s)
Net Firm System Peak Load (Mw) 2,908 2,892 2,820
» Change % 2.6

Reserve Margin at Time of Peak % 18.3
Generation Ly Class of Fuel:

Coal

Natural Gas

Oil

Nuclear

Avg. Cost Per Unit of Fuel:
Coal Ton
Natural Gas Mct
Oil Barrel

Avg. Fuel Cost Per MMBTU

(s ummer peak lcad

Natural Gas Service Statistics

1984 1982 1981 1980 1979
Bef Gas Deliveries 198.5 189 8 17 2033 )14
% Change -
Customers (000) B
Change ?
Average Annual Residential
Mcf Usage
% Change
Annual Heating Degree Days
% Change
Average Residential Revenue Per Mcf
Change

Average Annual Revenue Per
Residential Customer
Change

Dally Availability — (MMcf)

Maximum Peak-Day Sendout (MMcf)
v Change
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Report of Management

I'he accompanying financial statements of Public
Service Company of Colorado and subsidiaries have
been prepared by Company personnel in conformity
with generally accepted accounting principles
consistent with the Uniform System of Accounts of the
Federal Energy Regulatory Commission. The integrity
and objectivity of the data in these financial statements
are the responsibility of management. Financial
information contained elsewher~ in this Annual Report
is consistent with that in the financial statements

'he Company maintains and enforces a system of
internal accounting controls, which is designed to
provide reasonable assurance, on a cost effective basis,
as to the integrity, objectivity and reliability of the
financial records. This system includges a program of
internal audits to assure management that proper
procedures and methods of operation are used to
implement the plans, policies and directives of
management

The accounting and internal control procedures of
the Company are reviewed by the Audit Committee of
the Board of Directors. The Committee, which is
composed of directors who are not emplovees of the
Company, meets regularly with the Company's
management, the internal audit staff and the
independent accountants

l'he accompanying financial statements have been
examined by Arthur Young & Company, independent

accountants, whose report is on page 40

D.D
Vice President and

hief Accounting Officer

A
- r ! / ” il
Ry Walhe

R. F. Walker

President and

\

hief Executive Offi




Management’s Discussion
and Analysis of Financial
Condition and Results

of Operations

The following
operations

Results of Operations
Significantly hig!
1984

Impact of Inflation and Changing Prices
At vsis of the effects of inflation at




Liquidity and Capital Resources he construction estimates shown above are subject to
At December 31 )84 the Company and its subsidiaries continuing review and adjustment. Actual expenditures may
estimated the cost of their ¢« ICtion program, ir C vary from such estimates due to factors such as changes in
AFDC and other capital req ) in 1985 an business conditions, environmental requirements, availability
1987 to be as follows and cost of labor and materials and other costs. In addition
1986 1987 unless it appears that the ( pany’s objectives for the f

nancing of its constn 1 penditures in future years can

i
: y
AT S e— be attained without significant common equity dilution fr
substantial sales of common stock below book value, such
estimated construction expenditures will be reduced. Under
circumstances, construction will be limited
lution
acilities
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r variances and to the maintenance of existing facilitie
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Concolidated Balance Sheet

December 31, 1984 and 1983
Public Service Company of Colorado and Subsidiaries

Assets 1984 1983

(Thousands of Dollars)
Property, Plant and Equipment, at cost:
Electric §7 357 44 $2
(ras

259,281
544,537
Steam and other 2 50,307
Common to all departments 863
Construction in progress (Note 11) 109
097
Less accumulated provision for depreciation

949

148

Nuclear fuel \ 152

SiN)
Investments, at cost

Current Assets:

Cash

Temporary cash investments

Accounts receivable, less provision for uncollectible
accounts (1984—84,566; 1983 —83 287

Recoverable purchased gas and electric
energy costs—net (Note 1)

Notes receivable

Fuel inventory, at average cost

Materials and supplies, at average cost

Gas in underground storage, at cost (LIFO

Prepaid expenses

248

116
15.901
2.880

Total Current Assets . i11.600

Deferred Charges:

Debt expense (being amortizec

Other

Total Assets




Capital and Liabilities 1984 1983

(Thousands of Dollars)
Common Equity:
Common stock (Note 2)
Retained earnings

Preferred Stock (Note 2):
Not subject to mandatory redemption 4 008
Subject to mandatory redemption at par 24 38,200

Long-Term Debt (Note 3) 3 810

Current Liabilities:
Notes payable and commercial paper (Note 4
Long-term debt due within one year
Preferred stock subject to mandatory redemption within one vear (Note
Accounts payable
Dividends pavable
Customers deposits
Accrued taxes
Accrued interest
Amount subject to refund (Note 12
Other

Total Current Liabilities
Deferred Credits:

customers advances for construction

nvestment credit (being amortized over the productive

lives of the related property
Accumulated deferred income taxes |
Funds from Settlement Agreement
Othet

Commitments and Contingencies (Notes 6and 11)
Total Capital and Liabilities




Consolidated Statement
of Income

Years ended December 31, 1984, 1983 and 1982

Public Service Company of Colorado and Subsidiaries

Operating Revenues:
Electric
Gas
Other

Operating Expenses:
Fuel used in generation
Purchased power
Gas purchased for resale
Other operating expenses
Maintenance
Depreciation
l'axes (other than income taxes
Income taxes (Note 8)

Operating Income

Other Income and Deductions:

Allowance for equity funds used
construction (Note 1

Miscellaneous income and deduc

Interest Charges:
Interest on long-term debt
Amortization of debt discount and expense
less premium
Other interest
Allowance for borrowed funds used during
construction (Note

Net Income
Dividend Requirements on Preferred Stock
Earnings Available for Common Stock

Shares of Common Stock Outstanding (thousands):
Year-end

Average

Earnings Per Average Share of Common Stock Outstanding

Dividends Per Share of Common Stock:
Paid

Declared

1984 1983

1982

(Thousands of Dollars Except Per Share Data)

853%.743%
629

2069

28,0641

802
978
283
773

23

s

B443% 436
732 334
269

039

48O
OO2
187
919

418




Consolidated Statement
of Retained Earnings

Years ended |

Public Service

Retained Earnings at Beginning of Year
Net Income

Dividends:
On cumulative preferred stock
$100 par value
$.20
+-1/4

i

+
+.04
1

N Ct | |
s| 921
and §1

Other Deductions (Additions) — Net

Retained Earnings at End of Year

1983 1982
Thousands of Dollars

$150,166
116,496

2606.662




Consolidated Statement
of Source of Funds For Plant
Construction Expenditures

Years ended December 1984, 1983 and 1982

Public Service ¢ ) f lorado and Subsidiaries

198 1% 1983 1982

Source of Funds: (Thousands of Dollars

Funds from Operations:
Net Income $145 ' $106,379
Non-cash Charges (Credits) Against Income
Not Involving Working Capital in the Current Period:
Depreciation charged to operating expenses
Depreciation charged to clearing and other accounts
Allowance for funds used during construction

116.496

Investment credit — net of amortization
Deferred income taxes
Funds from Operations
Dividends:
On preferred stock
On common Stock
Funds Retained in the Business
Funds from Financing — Net Proceeds:
Proceeds from sale of common stock
>roceeds from sale of pollution control bonds

roceeds from issue of long-term notes

Funds from Financiog
Funds from Settlement Agreement (Note 11)
Reduction in Long-Term Debt
Other Sources and Applications — Net

Total Funds Available
Increase in Working Capital

Net Plant Construction Expenditures
Allowance for Funds Used During Construction

Gross Plant Construction Expenditures

Increase (Decrease) in Components of Working Capital:
Current Assects:
Cash
Temporary cash investments

Accounts and notes receivable

L
Recoverable purchased gas and ¢

Fuel inventory
Materials and supplies
Othet

Current Liabilities:
Notes payvable and commet
Long-term debt duc
Accounts pavable
Accrued liabilities

Other

Increase in Working Capital




1. Summary of Significant Accounting Policies

Consolidation:
The Company follows the practice of consolidating the
accounts of its significant subsidiaries.

Depreciation '
The Company and its subsidiaries, except Fuel
Resources Development Co. (Fuelco), use straight-line
depreciation for accounting purposes. Composite rates
are used for the various classes of depreciable assets.

Depreciation rates include provisions for disposal
and removal costs of property, plant and equipment,
including the nuclear plant. Total depreciation expense
in 1984 approximates an annual rate of 3.55% on the
average cost of depreciable properties. Fuelco uses the
unit-of-production depreciation method for accounting
purposes. For income tax purposes, the Company and
its subsidiaries use accelerated depreciation and other
elections provided by the tax laws.

Pursuant to an order of the Public Utilities Commis-
sion of the State of Colorado (CPUC), the composite
depreciation rates include a provision for the estimated
cost of decommissioning the nuclear plant after its
service life. Funds equai to the provision for decom-
missioning costs are transferred to an independent
trustee and can be used only for the decommissioning
of the nuclear plant.

Replacements and betterments representing units of
property are capitalized. Items that represent less than
units of property are charged to operations as main-
tenance. The cost of units of property retired, together
with cost of removal, less salvage, is charged in full
against the accumulated provision for depreciation.

Income taxes:
The Company and its subsidiaries file consolidated
state and federal income tax returns. Income taxes are
allocated to the subsidiaries based on separate
company computations of taxable income or loss.
The Company and its regulated subsidiaries provide
for deferred income taxes to the extent allowed by
regulatory agencies, including deferred taxes arising
from the use of accelerated depreciation, accelerated
cost recovery, qualifying accelerated amortization and
timing differences due 10 deferred gas and electric
costs. In addition, the Company provides for deferred
taxes on book-tax timing differences arising from the
Fort St. Vrain Nuclear Generating Station contract
settlement, from customer refunds not meeting the
economic performance test recently required by the
Tax Reform Act of 1984 and for all book-tax timing
differences included in Federal Energy Regulatory
Commission (FERC) jurisdictional rates. In accordance
with the requirements of the Financial Accounting
Standards Board (FASB), 1480 Welton, Inc., Fuelco and
Bannock Center Corporation provide for deferred
taxes arising from all book-tax timing differences.

Investment tax credits are deferred and amortized to
income over the productive lives of the related
property. The Economic Recovery Tax Act of 1981
enables the Company to claim an additional tax credit
for contributions to the Employee Stock Ownership
Plan. Contributions, which are based on the annual
compensation of eligible employees, are made in cash
or the Company's common stock and, f cash, are
invested in the Company's common stock. These addi-
tional tax credits for 1984 and 1983 are based on one-
half percent of the annual compensation of employees
covered by the plan.

Amortization of deb. premium, discount and
expense:

Debt premium, discot:nt and expense is being amor-
tized by charges to i..ome over the respective original
lives of the applicable issues.

Allowance for funds » sed during construction
(AFDC): N

AFDC, which does not 1 *present current cash earnings,
is defined in the system of accounts prescribed by the
FERC and the CPUC as the net cost during the period
of construction of borrowed funds used for construc-
tion purposes, and a reasonable rate on funds derived
from other sources. In accordance with such system of
accounts, the Company capitalizes AFDC as a part of
the cost of utility plant, with a credit to nonoperating
income for the portion of AFDC attributable to equity
funds and a reduction of interest charges for the
portion of AFDC attributable to borrowed funds. The
capitalization of AFDC results in the inclusion of AFDC
in rate base and the recovery thereof through future
billings to customers. In an order dated November,
1977, the CPUC directed that the Company is to
capitalize AFDC at its authorized rate of return, but not
to exceed the amount allowed by the formula pre-
scribed by the FERC. Accordingly, the rate used by the
Company in 1982 and 1983 was 10.75%. For the first
five months of 1984, the rate used was 10.75% and for
the last seven months the rate used was 10.21%.
These rates represented the Company's authorized
rates of return at that time and did not exceed the
amount allowed by the formula prescribed by the
FERC.

Recoverable purchased gas and electric energy
Costs — net:

The Company, Cheyenne Light, Fuel and Power Com-
pany (Cheyenne), and Western Gas Supply Company
(West(Gas) recover certain purchased gas and electric
energy costs, in excess of amounts recovered through
base rates, from their retail customers through various
gas and electric cost adjustment tariffs. These cost
adjustment tariffs, which include a provision for the
collection of deferred purchased gas and electric
energy costs, are revised periodically as prescribed by



Notes to Consolidated
Financial Statements
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Capital Stock

1984 193*
Amount Shares Amount

Thousands housands

f Dollars of Dollars
Cumulative preferred stock, $100 par value:
Authorized

1 4
ISSUCU

Cumulative preferred stock ($25), $25 par value:
Authorized




Changes in common stock and mium on com n Premium
stock for the three nded December 31, 1984 ar Price range Common on common
as follows per share stock stock

Thousands of Dollars)

Balance, January 1, 1982 ! ) 361,344
1.611.582 shares sold under ider t t P ‘ { ) : 78
504, 264 shares sold un

7.743 shares soid to ¢ nployees

Balance, December 31, 1982

1,990,151 shares sold under Dividend Reinvestn
;

{ '4 shares soid under Emplovee Stock Owner

Balance, December 31, 1983

2,450,298 shares sold under |

Balance, December 31, 1984

$100 par value
Not subject to mandatory redemption
() es: $101; 4-1 eries: $

Subject to mandatory redemption
y & T _ $25 par value
, " Not subject to mandatory redemption
1 N 4 ¢ $ r ! " |

b

"




Notes to Consolidated
Financial Statements

Long-Term Debt

1983
Thousands of Dollars
Public Service Company
First mortgag oonds
15% series, due March
4-3/8% series, due May
5/8 ser
SCHT

Se

November
UCtober
ue Decem

Ol Series A




1983

1984

T housands of Dollars

Western Gas Supply Company

Unsecured promissory tes
10 due September 25, 198 2
7-3/4 lue Decembe Q7 20 000
10.35 due Dex nbe | 'Y 10 000

1480 Welton, In

+-3/4% secured notes, payable in equal quarterly installments of
$168,388 to June | )9 vering principal and interest : $,229

7-1/2 12% mortgage notes, due in installments througl! I~ 270
' S0 ecured promissory t fue } 190K ‘ 13.310
) insecured promissory not fue i 1a stallments
throug! )t r 3 1988

Fuel Resources Developn {

Unsecured note, due January IR0, interest ra

fluctuates with the New Y K Federal Funds ra 10 000
Home Light and Power ( \pa

First mor gage bond

4 SCT ) Februar ol 45
2 SECT fue S tember N o4

{ SCT1es ue ANt )« R4
/8 erie ¢ 02 ) OR8
58 eries 2 U P 5 3 460

Bannock Center Corporation
{ { red note pavable ] ¢ s it
': ICtuate L, nit New 1 rk | L il i1

™ 14 | IRANC i 1 nstall <t 1°4 \ |19 i .'
5 EMNNS N1
Subpstar '} 1 e ! n i i 1 it | 1 ~ M )R L §° - |OR™ IST (N
diaries, othe na Xp XCt ( | 48) and $.25 BiX 1989) he mpany; and
Are s | ! ¢ ¢ o { i Firs | ) 2 y fale $14,445,00¢ dal $3.04 LB
Mortgage Bonds or the mortgage bonds 1 not wl 87), $3,684.000 (1988) and $2,525,000 (1989) for its
I subsidia S | bsidiaries. The Compat ma i I8ty its sinking fund
[he aggregate ar { it | R ‘ Rat rough ti 1P} 1101 erty add
[ ! CIne { ' . ol | il { : i il L £ 4 | | ) " R INg
Dece C1 54 a s 174 { ) ‘0 ! fa A P hrough the apj ' f
| perty add

. Noles Pavable and Commercial Paper

Infor { garding iV ¢ i i { i { 1 I £ M4 A o) |

| w

1984 1983
housands of Dollars
pava ink veighted a i " it
) e e R4 4 { ! v s %
s i g8 A ¥ i 3 i i ™ 4
.

Max . . : 3 g 2 ) . : . - -
Xeigl 14 Ige 4 { | ANAINg ! ! v
{ ¢ I 1 (welin i IR ) e !

" D ne d M .




Notes to Consolidated
Financial Statements

S. Bank Lines of Credit and ‘ cetirement Beneli
Compensating Bank Balances

Arrangements for bank lines of credit totaled

$65,000,000 at December 31, 1984, and were

maintained entirely by fee payments in lieu of

compensating balance hese lines of credit were

reduced at th

*quest effective Ju

1984, from $111 ).000 at December 31

consistung «

N . ) 3
balances ang ! ntained

com

plan

in lieu of balances. The compensating
arrangements pro d t h mpa
AVETaRe «

$877.450 f

1984, $877 450

December 31

eriod ending June
| C £ Ju

1983

Thousands of Dollars




Income x Expensc

1983 1982

f Dollars




Notes to Consolidated
Financial Statements

continued

9. Taxes (Other Than Income Taxes)

1983 1982

(Thousands of Dollars)

Real estate and personal property taxes ) $36,332 $35,057
Franchise taxes

Social security taxes

City and state use taxes

Miscellaneous taxes

Charged
Directly to income
Operating expenses
Other

To property, plant and equipment and various clearing accounts

10. Segments of Business

Segment information for the year
1984 is as follows

Electric Other Total

Thousands of Dollars)

Operating revenues 999,628 06! $12,328 §].802
Operating expenses, excluding
Depreciatior

Total «
Qperating
Plant
Identifiable asse

plant®

undergroun

(;\‘ Iate ASsSceLs




Segment information for the year ended December 31

Electric Gas Other Total .

Thousands of Dollars

Operating revenues $§ 853,743 $761.629 $§ 13,269 §1.6280641 s
Operating expenses, excluding depreciation 544 488 T11.75¢ T §6. 1 263 806
Depreciation 72 45§ 17 485 1 737 )1 §77
Total operating expenses 616,843 729 24 20 355 383
Operating income* £ 23690 $ 32 ARRN N 3070 $ 27325RK ¥
Plant construction expenditures®® . 42,53 $§ 43427 $ 22 § 195,485
Identifiable asse December 3 B4
Utility plant** $1 822 204 $394 04 $ 2 19 $2 286 300
.
Materials and supplies $ 134 475 $ T GOR s 33 51 116
Fuel 1 entor $ 2 O8I . $ (R S4 8 \
Gd INACIRI } 1 St i 5 $ N ~ 15 O

Othet rpOrate assets 08,044

$2.71 19

yegment na i ved 1 Deceml
M i f W

Electric Gas Other Total
Mhousands of Dollars
| i ' ! $ 843 4 $73 54 £ 14 I M) O35
IPETALINRG X X ing d i 52 ) "4 S8 | 5 212 .20
Depri tion { } S ( 80 431
| | | i K CX]X SO6G S8 - 44 | 3 YOR A

Plant ! X $ ' ! $ $ H4 $§ 230,039
/
1 fia " \ ‘ R
‘ plam**® $ $3 ® 5. |
Materia it ! i 4 ’ $ } 15, B
Fue $ { 5 N { 4
l ICTRI . $ $ ' + s ' ]
" hie { e A58 8.4




Notes to Consolidated
Financial Statements

11. Fort St. Vrain Nuclear Generating Station Incentive plan:

Settlement agreement:

) 1 {

Replacement power penalty

&S 4 L




ount Subject to Refund




Notes to Consolidated
Financial Statements

using current «

As prescribed in FASB Stateme
the reported

taxes were not adjusted to reflect
T'his requirement

changing prices
current income tax poucy

in measuring taxable 1ng
depreciation expense experience
accounting is it tax deductible
effective Income tax rate

Statement of Income from Continuing
Operations Adjusted for Changing Prices
December 31 dal ]
Current
Cost/
Average
1984 Dollars

For the vear ended

As Reported/
Historical
Cost

Thousands of Dollars

Depreciation expense

otner operating ¢ Xpet

Effects of Changing Prices on

Common Stockholders’ Equity
led December 31, 19
Current

Cost/Avg.
1984 Dollars

YCar ¢

Nousands of Dollars




Note A. Adjustment to Net Recoverable Amoun

Under the CPUC and FERC rate-making provisions t

which the Company is subject, only

pe
of plant is recover ible in revenues :

iation expense. Theret
L

Note B. Offsetting Effect of Debt Financing (Gain
From Decline in Purchasing Power of Net
Amounts Owed)

I't iemorandum

f inflation, holders of monetary assets sustain a
ss of general purchasing power while holders of
monetary liabilities experience a gain. The Company's
Offsetting Effect of Debt Financing'' is primarily at
the substantial amount of debt and pre
ock which has been used to finance property
nd equipment. (In calculating this gain
I Stock has been classified as a monetary item
onsistent witn its treatment [or rate Mmaxing

N }

uch amount does not represent funds

r distribution to shareholders

't ¥ '

he economics of rate regulation
» Net Recoverable Amount” and the
Debt Financing'’ should both be

m continuing

Five-Year Comparison of Selected Financial Data
Adjusted for Effects of Changing Price

1

In Average 1984 Dollars (except ""As reported

Operating Revenues:
As reported
Adjusted 1o average "4 d ar
Income (loss) from continuing operations:
As reported
Adjusted to current Cos
Income (loss) per common share (after dividend
requirements on preferred stock):
As reported

a

w ASSCLS At Al 1 4l cl1 vera C dl I
Cash dividends declared per common share:
As reported
Adjusted IVETagt 84 dollar
Market price per common share at year-end
As reported

|

Year Ended December 31,
1983 1982 1981 1980

Mousands of Dollars Except Per Share Data)




Notes to Consolidated
Financial Statements

14. Quarterly Financial Data (Unaudited)

Summarized quarterly data (doll: in thousands except

15

March 31
Operating revenu §587 G
Operating i ! 3
Net ing
Earnings availal
Average
Earnings p«

1984

I'hree months ended

June 30 September 30 December 31
& $348 -

$

145,405

W
"

o W
LB ]

March 31
g

Report of Certified
ublic Accountants

e Boa

1983
Three months ended
June 30 September 30 December 31

$ 40 T $4




Board of Directors

and Officers

Board of
Directors

Robert T. Person
Denver, CO (1957
Chairman of the Boar
Age 70

Richard F. Walker
Denver, CO (1976
President anc
Executive

\)L’ Ot)

Denver. CO (1965

Resident Partner
\Va gl ey \
Blackburn {

Oil Pr

Age OB

Keith L. Brown

Denver, CO (1984

President

Doris M. Drury, |

et

George
Denver

B. McKinley

William T. Blackburn

C. Keith Millen
Denver, CO (1969)
Senior

li‘u

Age 02

Will F. Nicholson, Jr.
Denver, CO (1981
President

Colorado National
Bankshares, In¢

Age 55

Bryant O'Donnell
Denver, CO (1972

Executive

and Gen

ARC

Nicholas R. Petry

1 et .57 1N

J. Michael Powers

Lheve { WY e

Jack W. Rouse
| ¢ CO )R

AR

Executive
Committee

Robert T. Person
Richard F. Walker
Geourge B. McKinley

Will F. Nicholson, Jr.

Nicholas R. Petry

Audit Committee

Doris M. Drury
Thomas T. Farley
J. Michael Powers

Executive Officers

Robert T. Person
hairman of the Board

a4 A +

Richard F. Walker
President and Chief

A\ 4 \

Bryant O'Donnell

Executive Vice Presiden

AN«

\"1

C. Keith Mi

\ \ | S

llen

AR 2 )

Jack W. Rouse

¢
N

AR X

James N. Bumpus

\
\ |
\ ! |

ind Treas

\

4

Ronald E. Donovan
el e )i

\
\

Clark B, Ewald

2 )
! ! < i

A\

ol

J. Kenneth Fuller
Vice President, Electric
Engineering and
Planning

Age Ol (50

John M. Hassolaut
Vice ricsident, Gas
Operations

\ge 55 34

Delwin D. Hock

. ¢
siaent

Oscar R, Lee, Jr.
! President, El

4

Robert T. Person, Jr.

)
President, Public

James H. Ranniger
Vice President, Rates

ind Regulations

ARC 48 ol




Board of Directors

and Officers

(continued

Other Officers

Dan McNellis
Assistant Vice President
Governmental Affairs
Age 56 32

Richard R. Midwinter
Controller and Assistant
Secretary

\H( 59 35

Dale V. Fetchenhier

Assistant Secretary

» §1 )

Richard C. Kelly
Assistant Secretary
Age 38 7

Steven R. Loeshelle
Assistant Secretary and
Assistant Treasurer

AQc A5 (3

John E. Martin
Assistant Secretary

Age 01 36

Glenn M. Steepleton
Assistant Secretary

Age O1

Richard L. Hunt
Assistant Treasurer

ARC 42 %)

Susan G. Pollack
Assistant Treasurer

Age 40 3

Douglas S. Robertson
Assistant Treasuretr

Age 42 (6

Homer R. Sessions
Assistant Treasut

ARt

Managers,
Geographic
Divisions

N. Keith Coombe
High Plains

Age S¢ 32
Robert ). Fairchild
Front Range

\H" 63 45

Ronald L. French
Puebl¢

Manager, Southern
Region

Age 57 39

Rcas C. King, Jr.
Denver Metr polital
Age 43 Y

Douglas C. Lockhart
Mountair

M. Gordon Parker
Southeast Metropolitar

Age 02

Lawrence F. Petrini

st Metr yoitan

}

Harold L. Rust

Vid v 411€Y

ARe 49

George A. Senkus
, Val

'

Louis W, Supancic
ithw t Metr !

A\l

itar

N. James Temple, Jr.
Western

Manager, Western
Region

Age 64 (A8

Robert J. Vidick
Northwest Metropolitan
ge 57 (29
Managers,
Subsidiary
Companies

James N. Bumpus
President

Bannock Center Coip
Age 50 (20

Clark B. Ewald
President

1480 Weltor

AR J 25

Michael J. Geile
Vice President and
General Manager
Home Light & Power
\ 'f‘i'.l‘}‘\

John M. Hassoldt
President

Western Gas Supply

Reg

AR¢

Robert F. Jonas
President

f 10 |<; S

ey

AR

Legal Counsel

Kelly, Stansfield &
O'Donnell

Denver, Colorado

Auditors

Arthur Young &
Company
707 17th St ., Suite 3800

Denver, Colorado

Iransfer Agents
and Registrars for
All Issues of
Capital Stock

Principal Transfer Agent
Dividend Paving Agent
Dividend Reinvestment
Plan Agent

Public Service
Company of Colorado
Denver, Colorado

Registrar
Central Bank
of Denver

Denver, Colorad

Co-Transfer Agents and
( Registrars

Morgan Guaranty
Trust Company of
New York

New York, New York
*Bank of America
National Trust and
Savings Association
San Francis Californmia

M




Please take a few minutes to compluie and return the
postage-paid, self-addressed cards below. The top card is
a brief survey which will help us make our communica-
tions with you as effective as possible. The bottom card

— — — — — — — — — — —— — — — — — — — —— — —— — — — — w—

concerns our upcoming regional shareholder meetings
and how to get additional information about the Com-
pany or vour investment

Shareholder Communications Survey
A gt D T 50 S S 5 WSS I B A A5l S TR RIS,

1984 Annual Report
1. How much of PSCo's 1984 Annual Report did you read?

s

O all U W to ¥

O % or more O less than %

O %% O none

2. Is the 1984 Annual Report easy to read and understand?
0] very readable J somewhat difficult

] somewhat readable C very difficult

3. Please circle the number which represents your teelings
about the quality of information, presentation, and reada-
bility of the following

Outstanding Poor
Corporate Purpose 1 2 3 456 7 89 10
1984 In Retrospect 1 23 456768910
Management Commentary | 2 % 4 5 6 7 85 9 10
Financial Performance 1 23 4567 89 10
Financial Charts 1 2 34567 89 10
Electric Operations 1 23456789 10
Natural Gas Operations 1 23 456789 10
Shareholder Information 1 23 456789 10
Operating & Financial Data 1 2 4 4 5 6 7 8 9 10

4. Please rate the overall PSCu 1984 Annual Report by
circling the number below which best describes vour over
all impression

Outstanding Poor
Overall, I feel the 1984

Annual Report is — 1 23 456789 10

Quarterly Reports

$. How much of PSCo's Quarterly Reports do you read?
O all  less than %

Cl more than % ] none

6. How would you describe the Quarterly Reports reada-
bility?

] very readabie

] somewhat readable
7. Please rate the PSCo 1984 Quarterly Reports by circling
the number below which best describes vour overall im-
pression

somewhat difficult
L very difficult

Outstanding Poor

Overall, 1 felt the 1984
Quarterly Reports were — | 2 3 4 5 ©

Communications Programs

8. How would you describe PSCo’s shareholder and
investor relations programs?
L very good
O good
9. Do vou feel you are being adequately informed about
PSCo activities?

I yes J mostly

10. What is your Zip Code?

_ adequate
inadequate

not entirely . no

Regional Shareholder Meetings

Public Service Company of Colorado will continue to
hold regional shareholder meetings and participate in
Investors Fairs through the National Association of
Investment Clubs in 1985, Invitations to attend these
meetings will be sent to shareholders who own Public
Service Company stock in their name and who live
within a 50-mile radius of the cities listed below
Sharcholders are welcome to bring guests to the
meetings If you wish to attend a meeting and do not
receive an invitation, please complete and return this
card indicating the meeting(s) you wish to attend. We
will send you the materials necessary for admittance

Regional shareholder meetings will be held in the
following areas on the indicated dates

Morristown, NJ. — June 18

New York City — June 19

Hartford — September

Boston — September

San Francisco — November

Phoenix — November

National Association of Investment Clubs Investors Fairs
will be held as indicated below

Milwaukee — March 30

Kansas Clty — May 11

Omaha — June |

Additional Information and Duplicate Mailings

Shareholders interested in receiving the publications or
additional information listed below, or those who re
cetve duplicate mailings of the Annual Report, are asked
to check the appropriate box. Fill in account number,
name and address and mail this postage paid card

Statistical Review 1974-1984

Form 10-K

Dividend Reinvestment Plan Information

Currently receive more than one copy of Annual
Report. Please eliminate report mailings for (fll in account
number(s) from Annual Report mailing label)

Please Print
Name -
Street and Number : ei— E———

ity

State Zip
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%
Public Service Company

e

16805 WCR 19 1/2, Platteville, Colorado 80651

March 18, 1985
Fort St. Vrain
Unit #1
P-85090

Director of Nuclear Reactour Regulation
ivision of Project Management

U.S. Nuclear Regulatory Commission

Washington, D.C. 20555

ATTN: Mr. Roger S. Boyd, Director

Docket No. 50-267

SUBJECT: Public Service Company of
Colorado 1984 Annual Report

Dear Mr. Boyd:

Enclosed are eight copies of the 1984 Public Service Company of
Colorado Annual Report which are being submitted for your information
and use per Regulatory Guide 10.1 and Title 10, Code of Federal
Regulations, Part 50.

Sincerely,

/xéﬂ%/’

~J. W, Gahm
Manager, Nuclear Production
Fort St. Vrain Nuclear
Generating Station

JWG:dr

Enclosures / 4_
1o
(A()O‘
T




