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I. STATEMENT OF THE CASE

1. On September 23, 2005, Eastern Colorado Utility Company (Eastern) filed Advice Letter No. 135 and  accompanying tariff sheets.  The stated purpose of the filing was to implement revised base rates for Eastern’s gas sales services of it its residential and commercial customers, to be effective on October 25, 2005.

2. By Decision No. C05-1260, mailed on October 19, 2005, the Commission suspended the effective date of the tariffs for a period of 120 days, or February 22, 2006 and set the matter for hearing on February 13, 2006.

3. On November 3, 2005, the Colorado Office of Consumer Counsel (OCC) filed an intervention.

4. On November 7, 2005, the Staff of the Colorado Public Utilities Commission (Staff) filed an intervention.

5. On January 24, 2006, Eastern filed an Unopposed Motion to Modify Procedural Schedule and to vacate the hearing since the parties were working on a settlement and needed more time for settlement discussions.  The motion was granted in Decision No. R06-0099-I and the hearing scheduled for February 13, 2006 was vacated. 

6. By Decision No. C06-0125, mailed on February 14, 2006 the Commission further suspended the effective date of the tariffs for an addition 90 days or May 23, 2006.

7. After granting further modifications to the procedural schedule at the request of the parties, Eastern, Staff, and OCC filed a Stipulation and Agreement in Resolution of Proceeding on April 28, 2006. 

8. On May 4, 2006, a hearing was held on the Stipulation and Settlement Agreement.  Appearances were entered by counsel on behalf of Eastern, Staff, and OCC.  Testimony was received from Eastern’s witness Gary L. Woodward, CPA and Exhibit Nos. 1 and 2 were marked for identification and admitted into evidence.  

II. FINDINGS OF FACT AND CONCLUSIONS OF LAW

9. In Eastern’s last rate case before the Commission, filed on December 10, 1990, the Commission established a 12.91 percent authorized rate of return on equity and 11.75 percent on rate base.  Eastern states that its current rates produced approximately $3,132,898 in revenue in the 12-month test year ending December 31, 2004. This results in a return on equity of 3.22 percent and 2.64 percent on rate base during the test year.

10. In its Advice Letter No.135 filed on September 23, 2005, Eastern proposed to increase its base rate revenues by approximately $158,802 on an annual basis, or approximately 20.30 percent on jurisdictional base rate revenues of $782,254.  The proposed increase in rates would allow Eastern the opportunity to earn 12.29 percent return on equity and 9.77 percent return on rate base.

11. In addition to its proposed base rates, Eastern also proposed in its rate design to increase the Monthly Facility Charge for residential and commercial customers, and to increase its Distribution Delivery Charge.

12. Under the terms of the Settlement Agreement, the parties agree that Eastern’s revenue requirement is $903,736, resulting in an increase in jurisdictional base rate revenues of approximately $71,732, or 7.94 percent.

13. The parties agree that the authorized rate of return on equity shall be 10.5 percent.  The parties further agree that the hypothetical capital structure consists of 45 percent debt and 55 percent equity.  The hypothetical cost of debt is 6.50 percent.  The combination of return on equity and hypothetical capital structure and cost of debt results in an authorized rate of return on rate base of 8.70 percent.

14. For the purposes of settlement, The parties agree to resolve certain disputed issues such as determining rate base, cash working capital calculation, amortization of rate case expenses, gas cost adjustment recovery of certain costs currently recovered in base rates, weather normalization, cost allocation, and rate design relating to the Monthly Facility charges, and the Distribution Delivery Charge, maintenance of records of affiliate transactions, and modification of schedule of charges for rendering services, all detailed in the Settlement Agreement and Attachments. 

15. The parties agree that Eastern shall file another rate case no later than May 30, 2008, using a test period of the 12 months ending December 31, 2007.  Eastern also agrees to certain terms and conditions agreed to by the parties relating to gas transportation service, construction allowance, accounting of non-jurisdictional merchandise sales, and construction payments.

16. It is found and concluded that the Stipulation and Agreement in Resolution of Proceeding, attached to, and incorporated in this Recommended Decision, is just, reasonable, and in the public interest.  

17. Pursuant to § 40-6-109(2), C.R.S., it is recommended that the Commission enter the following order.

III. order

A. The Commission Orders That:

1. The Stipulation and Agreement in Resolution of Proceeding filed by Eastern Colorado Utility Company, the Staff of the Colorado Public Utilities Commission, and the Colorado Office of Consumer Counsel, attached to and incorporated in this Recommended Decision is accepted.

2. Eastern Colorado Utility Company shall, on not less than one day’s notice, file an Advice Letter with the Commission and the tariffs contained in Attachment B of the Stipulation and Agreement in Resolution of Proceeding.

3. The tariffs accompanying Advice Letter No. 135 are permanently suspended.

4. 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.  

5. 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.  

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.

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 procedure stated in § 40-6-113, C.R.S.  If no transcript or stipulation 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.

6. 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.
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Doug Dean, 
Director
	THE PUBLIC UTILITIES COMMISSION
OF THE STATE OF COLORADO


WILLIAM J. FRITZEL
________________________________

Administrative Law Judge
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