Before the Public Utilities Commission of the State of Colorado

Decision No. C07-1008
Docket No. 07A-388G

C07-1008Decision No. C07-1008
BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF COLORADO

07A-388GDOCKET NO. 07A-388G
IN THE MATTER OF THE JOINT APPLICATION OF ATMOS ENERGY CORPORATION, THE STAFF OF THE PUBLIC UTILITIES COMMISSION OF THE STATE OF COLORADO, AND THE OFFICE OF CONSUMER COUNSEL FOR AN ORDER APPROVING EARNINGS SETTLEMENT.
Order DEEMING APPLICATION COMPLETE AND APPROVING EARNINGS AGREEMENT
Mailed Date:  November 29, 2007
Adopted Date:  November 20, 2007

I. BY THE COMMISSION

A. Statement

1. On October 10, 2007, Atmos Energy Corporation (Atmos), the Staff of the Public Utilities Commission and the Office of Consumer Counsel (collectively, the Parties), filed a joint application requesting approval for the earnings agreement filed with the application (Earnings Agreement).  

2. Each year Atmos reports earnings for its Colorado utility operations.  In calendar year 2006 Atmos exceeded its authorized rate of return of 11.25 percent which was established by the Commission in Docket No. 00S-668G (Decision No. R01-0358-I).  The purpose of the Earnings Agreement is to address the excess earnings of Atmos in 2006 and to establish a sharing mechanism for any excess earnings that may occur in 2007.  The agreement does not address potential excess earnings after 2007.

3. The Commission may not order a rate regulated utility to retroactively reduce rates to customers for a prior period.  Atmos voluntarily agreed to participate in this negotiated settlement.  While a complaint case can adjust rates prospectively, we find that the Earnings Agreement achieves a reasonable resolution to the issue without the expense of a litigated complaint case.  

4. To address excess earnings in 2006, the Parties agreed that Atmos will credit $968,000, plus accrued interest, to the customers with the January 2008 bill.  The original amount of the credit was $1,100,000 but has been reduced by 12 percent or $132,000, which will be contributed to Energy Outreach Colorado (EOC) no later than January 31, 2008.  

5. The Parties used a 12 percent EOC contribution level to be consistent with Decision No. C04-1107 (Docket No. 04A-387G).  That decision states at page 2, ¶ 5, “…we agree that 12 percent is a reasonable representation of the amounts that would likely flow to EOC through unclaimed refunds, if refunds were made instead of bill credits.”  The use of bill credits will eliminate the administration costs associated with refunds, and we find that bill credits provide an appropriate and efficient method of returning the excess revenues to customers in this situation.  

6. In the event there are any excess earnings in calendar year 2007 they will be shared as follows:


Measured ROE

Customers

Atmos


>10.25% <11.25%

     25%
  
75%

>11.25% <12.25%

     50%
  
50%

>12.25% <13.25%

     65%
  
35%

>13.25% 


     75%
  
25%

7. In agreeing to use a 10.25 percent return on equity (ROE) rather than the currently authorized 11.25 percent, the Parties acknowledge that in recent rate cases the approved ROE has generally been lower than it was in 2001 when Atmos’ current ROE was established.  Consistent with the methodology used for 2006, the customers’ share of any excess earnings for 2007 will be returned via a bill credit and shall be reduced by 12 percent for a contribution to EOC.  Based on these findings, we find good cause to grant the joint application for approval of the earnings agreement submitted by the Parties.

8. With regard to the completeness of the application, we look to the Commission’s Rules of Practice and Procedure.  The rules do not have specific criteria for the contents of an earnings settlement.  In reviewing the application we believe there is sufficient information for the Commission to consider the application complete.
II. ORDER

A. The Commission Orders That:

1. The joint application filed on October 10, 2007, by Atmos Energy Corporation, the Staff of the Public Utilities Commission, and the Office of Consumer Counsel requesting approval of the proposed Earnings Agreement is deemed complete.

2. The joint application is granted.  

3. The Earnings Agreement, including provisions for issuing bill credits for the 2006 and 2007 calendar years, is approved, consistent with the above discussion.  It is attached as Appendix A.

4. This Order is effective on its Mailed Date.

B. ADOPTED IN COMMISSIONERS’ WEEKLY MEETING 
November 20, 2007.
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