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I. statement

A. This proceeding was instituted by the issuance of Deci-sion No. C97-390, September 11, 1997, to investigate the justness and reasonableness of the rates and charges of Peoples Natural Gas Company, a Division of UtiliCorp United, Inc. (“Peoples”).  The Commission stated the ultimate issue in this proceeding as “why the Commission should not enter an order to reduce or modify [Peoples] rates and charges, and why the Commission should not take other appropriate action in this proceeding.”  That decision further noted that a preliminary investigation by Staff indicated that for the year ending December 31, 1996, Peoples’ rate of return on rate base was 11.74 percent (compared to an authorized return of 10.67 percent).  See Decision No. C97-930, page 3.  The Commission also noted that Peoples’ rates have not been reviewed for over four years and it appeared that substantial changes have occurred in Peoples’ operations.  Therefore the Commission insti-tuted this proceeding to evaluate Peoples’ rates and charges.

B. A prehearing conference was held on October 17, 1997, and a procedural order was issued which set forth the issues in this proceeding.  See Decision No. R97-1096-I, October 23, 1997.  That decision determined that Peoples’ rate of return would not be subject to modification in this proceeding.  Rather, the issue would be whether or not Peoples was exceeding its authorized rate of return and, if so, how its rates and charges should be reduced to bring Peoples’ earnings in line with its authorized rate of return.  Subsequent to that order on December 12, 1997, Staff and Peoples filed a Stipulation and Settlement Agreement which was rejected by Decision No. R98-117-I.  

The parties obtained interlocutory review of Decision No. R98-117-I, and the Commission clarified the issues in this proceeding in Decision No. C98-226.  Decision No. C98-226 clar-ified that “The Commission intended that the investigation into Peoples’ current earnings situation would be similar to a Phase I rate case.  Likewise, we do not believe that we have precluded consideration of a performance based regulation mechanism in this case, should a party propose its implementation.”
  Subsequent to the Commission’s clarifying order, a modified procedural schedule 

C. was issued establishing a hearing to be held September 14 through 18, 1998.

D. On June 11, 1998, Peoples, Staff, and the Colorado Office of Consumer Counsel (“OCC”) (“Settling Parties”) filed their Stipulation and Settlement Agreement.  Pursuant to this settlement agreement, the settling parties have agreed that the rates and charges now in effect for Peoples were set by the Com-mission in Decision No. R93-310, March 31, 1993 based upon a test year ending December 31, 1991.  Under that decision Peoples’ authorized rate of return on equity was established at 12.0 per-cent and its authorized rate of return on rate base was 10.67 percent.  Based on Peoples’ annual report filed for the year ending December 31, 1996, the Settling Parties agree that Peoples earned a return on rate base of 11.74 percent for 1996, which was above the authorized return on rate base of 10.67 per-cent.

E. In order to remedy this the Settling Parties agree that Peoples will file new tariff sheets to effectuate a one time 12-month negative rate rider which will have the effect of reducing rates for the duration of the rider by 3.4699 percent.  This is intended to reduce rates prospectively for all of Peoples’ cus-tomers in the amount of approximately $398,000 during the 12-month duration of the negative rider.  The $398,000 represents the sum by which Peoples overearned for the calendar year December 31, 1996.

F. It is important to note that the parties have proposed a one time 12-month rate reduction to effectuate the approximate $398,000 revenue reduction.  To the Administrative Law Judge this appears to be at odds with the Commission’s charge that the investigation would be similar to a Phase I rate case, since a Phase I rate case would determine an appropriate level of return, establish revenue requirements based on that level of return, and set rates on a going forward basis.  The parties have elected not to proceed in this fashion but rather have attempted to limit the result of this proceeding to remedy overearnings for the calendar year ending December 31, 1996.  While not explicitly detailed in the Stipulation and Settlement Agreement filed June 11, 1998, the parties have taken the position in previous testimony in this proceeding that if such funds are not obtained by agreement from Peoples the opportunity for this reduction would be lost.

G. It is equally important to note that the Stipulation and Settlement Agreement which was proposed dealt only with the calendar year ending December 31, 1996.  Should Staff or the OCC determine that Peoples was overearning for any period subsequent to the period covered by the stipulation, it would be free to file a new proceeding.

H. Based upon the above considerations, namely, that a rate reduction is being obtained to remedy overearnings for cal-endar year 1996, and that overearnings for subsequent years may be subject to future actions, the undersigned finds and deter-mines that the Stipulation and Settlement Agreement is just, reasonable, and in the public interest and it is accepted.

I. In accordance with § 40-6-109, C.R.S., it is recom-mended that the Commission enter the following order.

II. order

A. The Commission Orders That:

1. The Joint Motion for Approval of Stipulation and Settlement Agreement filed June 11, 1998 is granted.  The Stipu-lation and Settlement Agreement, which is attached to this Order as Appendix A, is incorporated into this Order as if fully set forth.

2. Peoples Natural Gas Company, a Division of UtiliCorp United, Inc., shall file tariff sheets to effectuate a negative rider of 3.4699 percent within ten days of the effective date of this Order.  The tariff shall be effective on one day’s notice, citing this Decision as authority.  The tariff sheets must be filed under a new advice letter sequentially numbered.  

3. This Recommended Decision shall be effective on the day it becomes the Decision of the Commission, if that is the case, and is entered as of the date above.  

4. As provided by § 40-6-109, C.R.S., copies of this Recommended Decision shall be served upon the parties, who may file exceptions to it.  

a. If no exceptions are filed within 20 days after service or within any extended period of time authorized, or unless the decision is stayed by the Commission upon its own motion, the recommended decision shall become the decision of the Commission and subject to the provisions of § 40-6-114, C.R.S.

b. If a party seeks to amend, modify, annul, or reverse basic findings of fact in its exceptions, that party must request and pay for a transcript to be filed, or the parties may stipulate to portions of the transcript according to the pro-cedure stated in § 40-6-113, C.R.S.  If no transcript or stip-ulation is filed, the Commission is bound by the facts set out by the administrative law judge and the parties cannot challenge these facts.  This will limit what the Commission can review if exceptions are filed.

 
 
5.
If exceptions to this Decision are filed, they shall not exceed 30 pages in length, unless the Commission for good cause shown permits this limit to be exceeded.

THE PUBLIC UTILITIES COMMISSION
OF THE STATE OF COLORADO



KEN F. KIRKPATRICK
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____________________

Bruce N. Smith

Director
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� Decision No. C98-226, page 3.


� Any determination of overearnings for any period of time when the negative rider was in effect would require that the reduced earnings be added back to Peoples’ earnings for the period being examined.  This is because the negative rider is a remedy for overearnings of the year ended December 31, 1996 and not the period under examination.
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