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I. statement

1. On August 8, 2005, Dallas Creek Water Company, Inc. (Dallas Creek), filed an Application, pursuant to Rule 55 of the Rules of Practice and Procedure, 4 Code of Colorado Regulations (CCR) 723-1, in which they seek a Commission order issuing a Certificate of Public Convenience and Necessity and approving a request for authorization to use the Company Specific Customized Option of Simplified Regulatory Treatment (Application).  The Application commenced Docket No. 05A-333W.  

2. On August 9, 2005, the Commission gave public notice of the Application.  See Notice of Application Filed (Notice).  In that Notice, the Commission established a 30-day intervention period and a procedural schedule in this proceeding.  

3. On September 14, 2005, by minute entry at the Commission’s Weekly Meeting, the Commission determined that the Application would be automatically deemed complete by rule on September 23, 2005.  On September 20, 2005, the Commission referred this matter to an Administrative Law Judge (ALJ).

4. On September 15, 2005, Commission Staff (Staff) filed its intervention of right and request for hearing.  Staff and Dallas Creek are the only parties in Docket No. 05A-333W.  

5. On November 9, 2005, Dallas Creek filed Applicant’s Unopposed Motion to Consolidate Docket No. 05A-333W with Docket No. 05S-396W, Motion to Vacate and Request for Forthwith Determination in Docket No. 05A-333W.

6. On August 8, 2005, Dallas Creek also filed Advice Letter No. 94-Steam1.  By Decision No. C05-1138 (Mailed Date of September 21, 2005), the Commission suspended the advice letter and set the matter for hearing before an ALJ.  The Order established Docket No. 05S-396W.

7. By Decision No. C05-1138, the Commission scheduled a hearing before an ALJ and established an initial procedural schedule in anticipation of such hearing.  

8. By Decision No. R05-1460-I, Docket No. 05S-396W and Docket No. 05A-333W were consolidated.

9. After several modifications, the procedural and hearing schedule was ultimately vacated to allow the parties to pursue settlement efforts.

10. On May 24, 2006, Dallas Creek and Staff (collectively the Parties) filed their Motion to Approve Settlement Agreement and Request for Public Hearing.

11. The Parties represent that they have reached a comprehensive settlement of all issues that were raised, or could have been raised, in this consolidated docket and ask that the settlement be approved without modification following the public hearing scheduled herein.

12. The Commission has made the entire Settlement Agreement (temporarily) available to the public on its website.  The Settlement Agreement may be viewed at www.dora.state.co.us/puc/docket_activity/HighprofileDockets/05A-333W_05S-396W.htm 

13. The Parties agree that the proposed allocation of revenue requirements differs substantially from Dallas Creek’s advice letter filing.  Staff believes the Commission should provide Dallas Creek customers notice of the rate structure proposed under the Settlement Agreement and allow an opportunity for comment.  Dallas Creek does not oppose Staff’s request, but remains concerned regarding delay in these proceedings.  The Parties propose that a hearing be scheduled to allow public comment on the terms of the Settlement Agreement.  Dallas Creek agreed to assist in making arrangements for the hearing and to provide notice to customers of the filing of the Settlement Agreement, of the general terms of the Settlement Agreement, and of the public hearing on the Settlement Agreement by direct mail at least ten days prior to the date of the public hearing.

14. It is appropriate that a public hearing be set to receive comments from members of the public regarding the proposed settlement.  The ALJ finds that a public hearing should be held.    The Parties proposed that the public hearing be conducted in Ridgeway, Colorado; however, the ALJ informally conferred with the parties and concluded that the public hearing will be held in Montrose, Colorado, as ordered below.

15. Because of the close relationship of this successor docket to Docket No. 04F-627W, the ALJ takes administrative notice of the record in Docket No. 04F-627W.

16. The undersigned ALJ will also hold an evidentiary hearing on the Motion to Approve Settlement Agreement, as ordered below.  Each signatory party should come to the hearing prepared:  (a) to provide testimony as to why approval of the Settlement Agreement is in the public interest; (b) to provide testimony with respect to the issue(s) of concern to that party and the way(s) in which the Settlement Agreement it signed address its concern(s); and (c) to provide testimony with respect to whether (and, if so, how) the Settlement Agreement it signed addresses the issues raised in the public comments filed with the Commission and presented at the public comment hearing.  

17. In addition to the general issues in ¶ 16 supra, the ALJ informs the parties of the following areas of inquiry regarding the Settlement Agreement:  

Is the service area proposed in the Settlement Agreement identical to that described in Dallas Creek’s application?

Graphically, where does the existing water system lie within the existing and proposed service area boundaries?  Graphically identify the existing service area.

Describe all “commitments” or other indications of Dallas Creek’s willingness to serve beyond the boundaries of the existing service area boundary.

Explain how the proposed tap limitation is consistent with a public utilities’ obligation to serve the public convenience and necessity within the proposed service territory and Section 3 of the proposed Colorado PUC Tariff Number 1, Exhibit F to the Settlement Agreement.  

If the Settlement Agreement is approved, will the proposed tap limitation impact operation of Section 3.5 of the proposed Colorado PUC Tariff Number 1, Exhibit F to the Settlement Agreement?

What is the maximum number of potential taps in the 20 subdivisions in Dallas Creek’s existing service area?

What is the size of smallest and largest platted lots in the existing area?

Which of the subdivisions in the existing service area have been platted to include individual homes?

How many subdivisions in the proposed service area contain at least one lot with a purchased tap?

Is hand delivery, as the term is used in Section 3.15 of the proposed Colorado PUC Tariff Number 1, Exhibit F to the Settlement Agreement, defined in the tariff?  Does delivery require receipt?  For example, would hand delivery allow posting?  Does “leaving written notice” provide written notice of discontinuance of service?

Upon what basis do the Parties find that Dallas Creek has an ability to serve outside of its existing service area?

Identify all entities with which Dallas Creek shares facilities, equipment, or employee time, including entities in which James Wiley has an ownership interest.  With regard thereto, describe the manner in which material expenses were allocated between Dallas Creek and such other entities.

Identify any relationship between James Wiley and those landowners within the proposed service territory whose land is not within Dallas Creek’s existing service territory.

Describe all loans by Dallas Creek to the Pines Development Group, including the terms, how the terms were derived, collateral, timing, purpose, and reasonableness of funds advanced.

Dallas Creek was serving customers at the time water rights were conveyed to JKC Utilities and the proposed rates incorporate costs associated therewith.  Is the conveyance subject to Commission approval?  Why was it in the public interest to sell and lease back the subject water rights?

Describe the terms (and how they were derived), timing, purpose, and reasonableness of the Raw Water Lease and Transportation Agreement between JKC Utilities LLC and Dallas Creek (JKC Lease) (JAW-16) as well as the conveyance of the subject water rights described in Exhibit RLG-2.

The JKC Lease purports to require Dallas Creek to lease all of its requirements for raw water from JKC (see paragraph 2).  Does the agreement provide for the prices, terms, and conditions for the lease of additional water rights?  In the event that Dallas Creek’s requirement for raw water increases during the term of an Unused Water lease such that the requirements encroach upon such Unused Water leased by JKC, how will Dallas Creek meet its requirements?  Does Dallas Creek ever have the right to beneficially use all leased water rights after JKC enters into a lease for Unused Water?  Are these provisions consistent with the public interest?

Pursuant to Paragraph 4 of the JKC Lease, JKC reserves the right to accumulate, in a single annual increase, all C.P.I. index increases that are available but not taken any prior year.  What is the current accumulated level of C.P.I. index increase that are available, but not yet taken?

Describe all consideration and basis for the Amendment to Raw Water lease and Transportation Agreement, Exhibit RLG-3, page 7 of 7.  Was it in the public interest for Dallas Creek to enter into the amendment?

Describe Dallas Creek’s capital planning for repair, improvement, or replacement of facilities, as well as the expansion of facilities, into areas not currently served (i.e., Regional Facilities and oversizing related to remote customers).

Does Dallas Creek have an estimate (or budget) for the cost to complete the Water Supply Facilities Plan (Exhibit JAW-15)?

Describe whether the Parties believe approval of the Settlement Agreement will result in rate shock.  If so, describe why the Parties failed to propose any mitigation plan.

How was the $7,000 tap fee derived?  Is the fee amount just and reasonable?  Describe whether new service pursuant to the Subdivision Service and Line Extension Policies contributes to the cost recovery of the existing water supply.

In order to obtain a Certificate of Public Convenience and Necessity, should Dallas Creek be required to demonstrate sufficient water rights to serve the entire proposed service territory, or just taps sold?

How will the reliability of Dallas Creek’s service be affected by sustained drought conditions?

What conservation measures would be necessary to serve 1,394 taps during sustained drought conditions?

Explain the rent expense adjustment calculation in Exhibit E to the Settlement Agreement.  Describe how it was determined that Dallas Creek uses 2,200 square feet of the office space.  Describe how (and by whom) the remainder of the total square feet is used.  Explain allocations incorporated in the calculation.

Describe if and how proposed rates are consistent with cost-causation principles. 

Describe the different classes of customers that Dallas Creek serves, including a comparison of customers within any class.

The last page of Colorado PUC Tariff Number 1, Exhibit F to the Settlement Agreement, references a map on file with the Commission.  Specifically, what map is referenced?

Exhibit RLG-3, at page 4, references Exhibit A that is not in fact attached.  Is Exhibit JAW-18 the document referenced as Exhibit A?

When was the first tap fee paid to Dallas Creek?

When was the first water tap transfer fee paid to Dallas Creek?

When did Dallas Creek first sell water to a residential customer?

When was the first customer connected to any portion of a water distribution system owned by Dallas Creek?

Explain why the profit and loss statement for the calendar year 2004 admitted as Exhibit 31 during the hearing held on January 24, 2005 in Docket No. 04F-627W is not identical to the profit and loss statement for the calendar year 2004 filed as Exhibit D to the application in Docket No. 05A-333W?

Describe changes in operational results between the first half of the calendar year 2005 and the second half of the same calendar year.

II. ORDER

A. It Is Ordered That:  

1. The request for hearing filed by Dallas Creek Water Company, Inc. (Dallas Creek) and Staff of the Colorado Public Utilities Commission (Staff) on May 24, 2006 is granted.

2. A public hearing on the Settlement Agreement shall be conducted as follows:

DATE:
July 11, 2006

TIME:
5:00 p.m. to 7:00 p.m.

PLACE:
Holiday Inn

Conference Room

1391 South Townsend Ave.

Montrose, Colorado

(970-240-9093)

An evidentiary hearing to consider the Settlement Agreement, and the Motion to Approve the Settlement Agreement, is scheduled as follows:  

DATE:
July 26, 2006

TIME:

9:00 a.m.  

PLACE:
Commission Hearing Room 
 

1580 Logan Street, OL2 
 

Denver, Colorado  

3. Administrative notice is taken of the record in Docket No. 04F-627W.

4. Dallas Creek and Staff shall file an agreed upon form of notice of the filing of the Settlement Agreement, of the general terms of the Settlement Agreement and of the public hearing on the Settlement Agreement (Notice).  The Notice shall include, at a minimum, specific reference to this decision, the uniform resource locator (“url”) where the Settlement Agreement may be viewed on the Commission’s website, a statement that interested persons may submit oral comments at the public hearing, and a statement that interested persons may file written comments in this docket (as provided in paragraph 6 below) before the evidentiary hearing scheduled.  

5. If a person does not wish to attend the public hearing, but wishes to file comments, the person may send comments electronically to pucconsumer.complaint@dora.state.co.us, through the Commission’s website at http://www.dora.state.co.us/puc/consumer/ConsumerComment.htm, or by mailing them addressed to the Public Utilities Commission, Office Level 2 (OL2), 1580 Logan Street, Denver, Colorado 80203.

6. As soon as practicable, and no later than July 3, 2006, Dallas Creek shall mail the Notice to all Dallas Creek customers.

7. As soon as practicable, and no later than July 7, 2006, Dallas Creek shall also publish additional notice (mutually agreed between Staff and Dallas Creek) of the filing of the Settlement Agreement and of the public hearing on the Settlement Agreement to interested persons by publishing a display ad in a local newspaper of general circulation. 

8. This Order is effective immediately.  
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Doug Dean, 
Director
	THE PUBLIC UTILITIES COMMISSION
OF THE STATE OF COLORADO


G. HARRIS ADAMS
________________________________

Administrative Law Judge
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