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I. BY THE COMMISSION

A. Statement

1. In Decision No. C07-0452, we ordered that should an agreement be reached in this case, the parties to this matter were to file a comprehensive Settlement Agreement on or before the close of business on May 31, 2007.  We further ordered a scheduling conference to be held on June 4, 2007 if the Settlement Agreement is filed by this date; otherwise full hearings would commence on June 4, 2007 as established in the procedural schedule in Decision No. C07-0163.

2. On May 31, 2007, Public Service Company of Colorado (Public Service), the Staff of the Commission (Staff), the Colorado Office of Consumer Counsel (OCC), and Seminole Energy Services filed a Stipulation and Agreement in Resolution of Proceeding (Stipulation).  Consequently, a scheduling conference was held on June 4, 2007 to determine how best to proceed to consider the Stipulation.

3. Hearings on the Stipulation will commence at 9:00 a.m. on Thursday June 7, 2007.  If necessary, the hearings will continue on Friday, June 8, 2007.  A public comment hearing on the proposed Stipulation will be held from 4:00 to 6:00 p.m. on Thursday June 7, 2007.

4. At the scheduling conference Atmos Energy Corporation and Climax Molybdenum Company indicated they were not aware of the settlement negotiations that culminated in the Stipulation and requested the Commission to order Public Service to hold a settlement conference among the non-signatories, or for Public Service to declare it would conduct such a conference.  Public Service agreed to hold a settlement conference on Tuesday, June 5, 2007.

5. We find that the settlement hearings will be more productive and efficient if we issue written questions prior to the June 7, 2007 hearing for parties’ witnesses to answer at hearing.  We note that the questions we issue today concern only the minimum amount of testimony we wish to receive and that additional questions may be propounded through cross-examination or by Advisory Staff and Commissioner questions during the course of the hearing.  The questions we require to be answered are as follows:

1. General Questions:

Present an overview of the Stipulation, including a detailed discussion of the costs and benefits of each component of the Stipulation.

Identify in detail in the Stipulation the regulatory basis upon which the Commission can make the factual determination that proposed rates are cost based and non-discriminatory.

Provide information as to how the investment community will view the Stipulation in terms of Public Service’s credit quality.
Based on the terms of the Stipulation how long (in years) does Public Service anticipate it will operate under the proposed rates before it files another Phase I gas rate case? 

Did Staff audit and verify Public Service’s test year book numbers?  If so, provide that analysis.
2. Return on Equity Questions:

Provide the basis on which the Commission should adopt the 10.25 percent return on equity.
What return on equity does Public Service expect to have earned for calendar year 2007?

Does the 10.25 percent return on equity take into account the reduced risk Public Service will incur with the granting of a Partial Decoupling Mechanism?

3. Decoupling Questions:

Why should substantial policy issues such as decoupling be addressed through settlement rather than through a full Commission determination on the merits of the program?  Please provide verifiable justification that the decoupling proposal is in the public interest.

Why is it in the public interest and what is the basis for limiting the decoupling proposal to residential customers?

Under the Stipulation issue, Phase II Rate Case, will Public Service be proposing a similar decoupling rate element for the Commercial class?

Why is a three-month Commercial Paper interest rate applied to the deferred account, rather than a rate that better matches the term of the annual “Over/Under” account?

Why is customer usage normalized for three different geographic areas, while all are charged an average percentage increase?  Can a separate decoupling rate rider be applied to each of the three regions for billing?

For each of the past five calendar years, what would have been the impact on revenues, earnings, and ROE (or ROR) if this partial decoupling proposal had been in place for Public Service?  What would have been the decoupling adjustment applied to customer bills, and the percentage impact on the average bill?
What is the basis for the three-year effective period for the partial decoupling proposal?

What effect on the required ROE does each settling party ascribe to decoupling due to the reduced risk that Public Service faces with decoupling in place?

What is the relationship of the decoupling proposal to Public Service’s plans for gas Demand Side Management as required by HB 07-1037?

4. Line Extension Policy Questions:

The Stipulation does not directly address the line extension issue, so we assume the Public Service position on this issue stands.  Public Service witness Mr. Neimi, in his Rebuttal Testimony at pages 8 through 12, generally concludes that Public Service’s current line extension policy does not cause any undue subsidy between current and new customers, as Public Service invested only $18.2 million in a new distribution main that was not covered by refundable construction payments -- one quarter of the amount calculated by OCC witness Dr. Schechter.  Please estimate how much of the $18.2 million investment actually results in a subsidy between current and new customers.  Also provide discussion regarding Public Service’s current line extension policy and why this does not cause any undue subsidy.

5. Weather Normalization Questions:

The Stipulation generally adopts OCC’s recommendations for weather normalization.  Public Service’s arguments against such policy are generally based on the concern that the policy advocated by the OCC would be difficult to implement in future cases. See Public Service witness Mr. Willemsen’s Rebuttal Testimony at pages 2 through 6.  What weather normalization method do the settling parties advocate to be used in the future?

6. Compliance Matrix:

Provide a matrix listing all future requirements and filings required as a result of the proposed Stipulation.  Such a matrix may be attached as an appendix to a Commission Decision on the Stipulation.
II. ORDER

A. The Commission Orders That:

1. Parties that are signatories to the Stipulation shall be prepared to answer, at a minimum, the above propounded questions at the settlement hearing scheduled for June 7, 2007.

2. A hearing on the Stipulation is scheduled as follows:

DATES:
June 7 and 8, 2007

TIME:

9:00 a.m.

PLACE:
Commission Hearing Room
 

1560 Broadway, Suite 250
 

Denver, Colorado

3. A public comment hearing is scheduled for:
DATE:

June 7, 2007

TIME:

4:00 p.m. to 6:00 p.m.
PLACE:
Commission Hearing Room
 

1560 Broadway, Suite 250 
 

Denver, Colorado
4. The Parties who are signatories to the Stipulation shall file with the Commission a compliance matrix on or before the settlement hearing date of June 7, 2007.
5. This Order is effective upon its Mailed Date.

B. ADOPTED IN COMMISSIONERS’ SCHEDULING HEARING
June 4, 2007.
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