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QUESTIONS REGARDING THE AQUILA SETTLEMENT AGREEMENT  

DOCKET NO. 03P-232G  


Each signatory to the Settlement Agreement filed in Docket No. 03P-232G shall present a witness, or witnesses, to address or to respond to the following questions.  The cited references are to the page of the Settlement Agreement on which the quoted language appears.  

· Page 1:
"The Parties entered into this Settlement Agreement to settle all disputed issues that have arisen or could have arisen in this docket regarding establishment of a prudence review proceeding for Aquila."  With respect to this statement, identify the disputed issues which had arisen or which could have arisen in this proceeding and explain how the Stipulation addresses each of the identified concerns.  

· Page 2:
"As a result of the settlement negotiations, the Parties agree, as set forth [in the Settlement Agreement], that all disputed issues in this docket have been resolved to the satisfaction of the Parties, that this Settlement Agreement is just and reasonable, and that the settlement detailed should be approved by the Commission without a hearing."  With respect to this statement, provide the foundation for the statement the Settlement Agreement is just and reasonable.  In addition, provide support for this statement (either by cites to the Settlement Agreement or by testimony).  
· Pages 2-4:  Understanding the Settlement Agreement requires an understanding of (and definition of) many terms, a number of which appear not to be based in Aquila's tariff or in Commission rule.  Define the following terms as they are used in the Settlement Agreement:  
1. "Imbalance Cash-outs"  

2. "first monthly issue of Gas Daily"  

3. "Over-Deliveries of Shipper's Gas Supplies"  

4. "Under-Deliveries of Shipper’s Gas Supplies"  

5. "@ 100% load factor"  

6. "Monthly Imbalances"  

7. "Back-up Supply"  

· Page 2:
One of the cited price indices is "the table titled 'Prices of Spot Gas Delivered to Pipelines,' in the first monthly issue of Gas Daily."  What is Gas Daily?  Why was Gas Daily, and particularly the cited table, chosen as an index?  How can the Commission access this Gas Daily information?  How can Staff access this Gas Daily information?   
· Pages 2-3 (and draft tariff):
With respect to subparagraphs (a), (b), and (c) of paragraph 1:  
1. How will the provisions of subparagraph (a) be applied?  

2. When will the provisions of subparagraph (a) be applied (e.g., daily, weekly, monthly)?  

3. Will the provisions of subparagraph (a) be applied at all times, be applied only in certain specified circumstances, be applied at the discretion of the shipper, or be applied at the discretion of the utility?  Identify the provisions of the Settlement Agreement which reflect your response.  

4. How will the provisions of subparagraph (b) be applied?  

5. When will the provisions of subparagraph (b) be applied (e.g., daily, weekly, monthly)?  

6. Will the provisions of subparagraph (b) be applied at all times, be applied only in certain specified circumstances, be applied at the discretion of the shipper, or be applied at the discretion of the utility?  Identify the provisions of the Settlement Agreement which reflect your response.  

7. Do the provisions of subparagraphs (a) and (b) apply to situations that are different from the situation(s) to which subparagraph (c) applies?  That is, why is it necessary to have all three subparagraphs?  

8. What are the indices in subparagraphs (a) and (b), and why was each chosen?  

9. What are the indices in subparagraph (c) and why was each chosen?  

10. Why are the indices used in subparagraphs (a) and (b) different from the indices used in subparagraph (c)?  

11. What is the percentage of gas purchases (stated by volume and stated by absolute number) which Aquila makes from CIG Rocky Mountain and from Panhandle Eastern Pipeline Company, respectively?  

12. Why should the values for CIG Rocky Mountain and Panhandle Eastern Pipeline Company be used instead of basing the cash-outs on actual or historic percentages?  

13. Why do the draft tariff pages refer to Peoples Natural Gas Company?  

14. Why does the Monthly Imbalances Overage column refer to "People" (presumably, Peoples)?  

· Page 3:
With respect to subparagraph (c) of paragraph 1:  
1. Should “Rockies - IG” in the 5th to last line be “Rockies - CIG”?  

2. What imbalance cash-out terms do other utilities currently use?  

3. What is the basis for the imbalance level percentage categories (i.e., 0-5%, >5-10%, >10-15%, and >15%) used to establish the payments?  

4. What percentage of Aquila's transportation customers in Colorado maintain a monthly imbalance within 5%?  Is it reasonable to expect such a customer to maintain monthly imbalances within 5%?  

5. What is the basis for each percentage (i.e., 100, 90, 80, 60 for overage and 100, 110, 120, 140 for underage) applied to the Average Daily Index Price to determine payments?  

6. The Average Daily Index Price is "the average of the daily mid-point index prices for Oklahoma - NGPL, Mid-Continent and the Rockies - IG [sic], Rocky Mountains as published in Platt's Gas Daily for each day of the production month divided by the number of days in the Month."  Is it the position of the signatories to the Settlement Agreement that this represents the proper level for monthly cash-outs?  Why does this represent the proper level for monthly cash-outs?  

7. What is the percentage of gas purchases (stated by volume and stated by absolute number) which Aquila makes from Oklahoma - NGPL, Mid-Continent and the Rockies - IG [sic], Rocky Mountains, respectively?  Why should the values for Oklahoma - NGPL, Mid-Continent and the Rockies - IG [sic], Rocky Mountains as published in Platt's Gas Daily be used instead of basing the cash-outs on actual or historic percentages?  

· Page 3 (and draft tariff):

With respect to subparagraph (d) of paragraph 1:  
1. In the proposed tariffs (Appendix A to the Settlement Agreement), identify the provisions which implement subparagraphs (a) and (b) of paragraph 1.  If the provisions are not contained in tariffs, how will the requirements of subparagraphs (a) and (b) of paragraph 1 be implemented/imposed?  

2. Subparagraph (d) provides that the proposed tariff will be submitted to the Commission as a compliance filing on one day's notice.  Such a process does not appear to allow time for notice to transportation customers which will be (or may be) affected by the proposed tariffs.  What is the rationale, and what is the legal support, for the compliance filing's being made on one day's notice?  Does Rule 4 Code of Colorado Regulations (CCR) 723-8-6.1 factor into this discussion and, if so, how?  Does Decision No. C05-0075 at ¶ 4 factor into this discussion and, if so, how?  As a matter of policy, should the Commission allow tariffs containing the new imbalance provisions to be filed on one day’s notice under the circumstances of this case, which appear to be:  (a) the issue of new imbalance provisions is not mentioned explicitly in the GPP/GPR rules, in any filing made by Aquila, or in any Commission order entered in this proceeding; (b) the issue is not raised in any testimony (there was no testimony filed in this proceeding); and (c) no one has identified an instance in which transportation customers have abused the system or harmed sales customers under current tariff policies?  

3. By what process did the potentially affected transportation customers receive notice of, and an opportunity to address, the new imbalance provisions proposed in the Settlement Agreement and accompanying proposed tariffs?  

4. What is the harm, and to whom is the harm done, if the proposed tariffs are filed on 30 days’ notice?  

· Page 4:
"The Parties agree that, through the information and documents filed with the Commission in its Gas Purchase Plan and its Gas Purchase Report for subject Gas Purchase Year, Aquila … establish[ed] the reasonableness of actual gas commodity and Upstream Service costs incurred during the review period.  The Parties agree that Aquila’s actual gas commodity and upstream service costs incurred during the subject Gas Purchase Year were reasonable and prudent."  With respect to these statements:  
1. What information and documents did Staff review?  (This can be stated at a general level by identifying, e.g., the types of records reviewed.)  

2. How did Staff use the information for its review of the company documents and information to determine that Aquila’s actual gas commodity and upstream service cost were just and reasonable?  

3. Did Staff do an analysis to determine if Aquila’s actual gas commodity and upstream service costs incurred in the Gas Purchase Year at issue were within industry or Colorado (or both) parameters?  If an analysis was done, what method of analysis (e.g., stare and compare) did Staff use?  

4. Did Staff’s analysis include a review to determine whether Aquila is in compliance with Commission rules which apply to this proceeding?  

5. State the basis/es for the Staff determination that "Aquila’s actual gas commodity and upstream service costs incurred during the subject Gas Purchase Year were reasonable and prudent."  

· Page 4:
Asset Optimization Program (AOP).  "Aquila inadvertently caused commingling of gas supplies between gas purchased for AOP sales and gas purchased for use by general customers."  With respect to this statement, provide an explanation of the referenced situation and its significance in, or impact on, this proceeding.  
· Page 4:
Asset Optimization Program.  "Staff identified and expressed concern on the apparent negative effect of such commingling.  Upon Staff’s audit, Aquila discovered and represented to Staff that the apparent negative effect of the commingling on general system customers was stated erroneously in the Gas Purchase Report as the result of accounting errors."  With respect to these statements:  
1. What information and documents did Staff review?  (This can be stated at a general level by identifying, e.g., the types of records reviewed.)  

2. What was the "apparent negative effect of such commingling" which Staff identified initially?  

3. What were Staff’s concerns about this issue; and how were these concerns resolved to Staff's satisfaction?  

4. Did the commingling of gas supplies result in a negative impact on customers with respect to rates or to terms and conditions of service?  If there was negative impact, will compensation be made to the affected customers?  If yes, what will be the total dollar amount of compensation?  

5. Did Staff review the AOP transactions to verify that Aquila had adhered to the terms of the Stipulation approved by Decision No. R04-0024?  If it did, what were Staff's conclusions?  If it did not, why did Staff not undertake this review?  

· Page 4:
Asset Optimization Program.  "Within fourteen (14) days after the Commission’s approval of this Settlement Agreement, Aquila will file a revised report to correct the accounting errors contained in its confidential Gas Purchase Report as identified in its audit responses to Staff.  Said revised report will be review and signed by an officer of Aquila in the accounting area."  With respect to these statements:  
1. It appears that Aquila has done the research and other work necessary to support, to Staff's satisfaction, Aquila's assertion that the apparent negative effect was the result of accounting errors.  In light of this, what is the rationale for waiting until a Commission decision is issued before filing the revised Gas Purchase Report?  

2. Why should the revised Gas Purchase Report not be filed in this docket before a decision is issued so that the revised report can be reviewed as part of the docket and as part of the Settlement Agreement?  

3. If the revised Gas Purchase Report is filed after the Commission decision, will it be filed in this docket?  

4. Assume that the revised Gas Purchase Report is filed after the Commission decision in this matter.  Under the terms of the Settlement Agreement, what recourse will the Commission (or the Staff) have if it has issues with, or questions about, the revised Gas Purchase Report when it is filed?  If the Settlement Agreement does not address this question, what process(es) would be available to the Commission (or the Staff) to have questions answered or issues addressed?  

· By Decision No. C05-0075, the Commission opened this proceeding.  The purpose of this docket is to review the reasonableness of the actual gas commodity and upstream service costs incurred by Aquila during the review period.  In addition, the docket established a "prudence review of the gas costs incurred pursuant to the [Asset Optimization Plan] and the 2003-2004 [Gas Purchase Plan] and any modifications thereof may result in tariff or rate changes contemplated by the GCA Rules that could affect different classes of customers, including transportation customers."  Id. at ¶ 4.  Is it Staff’s position that the Settlement Agreement adequately addresses the issues identified by the Commission in Decision No. C05-0075?  If yes, explain in detail the basis for that position.  If no, what issues are not addressed; and why does Staff recommend acceptance of the Settlement Agreement?  
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