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I. statement
1. On February 10, 2011, Applicants Colorado Natural Gas, Inc. (CNG) and Eastern Colorado Utility Co. (Eastern) (collectively, the Applicants) filed and served a Motion to Restrictively Amend Application and for Waiver of Response Time (Motion).  

2. Also on February 10, 2011, Applicants, together with Intervenors Trial Staff of the Commission (Staff) and the Office of Consumer Counsel (OCC) (collectively, the Settling Parties), filed a Stipulation and Settlement Agreement (Stipulation).

3. The Motion and the Stipulation were supported by the supplemental direct testimony of Michelle A. Moorman filed on February 10, 11, and 14, 2011.

4. The Motion represents that Intervenor Public Service Company of Colorado (Public Service) was consulted on the proposed restrictive amendment and agrees that if the Motion is granted, the interests of Public Service in this Docket will be satisfied.
  On this basis, the Administrative Law Judge (ALJ) finds good cause to waive response time on the Motion.

5. The Motion and Stipulation present several issues that require clarification.  Accordingly, prior to considering whether to approve the proposed resolution, the undersigned ALJ will schedule a hearing on these matters.  The ALJ has consulted with counsel for the various parties and determined that February 24, 2011 is acceptable to all.  Accordingly, the ALJ will deem the notice provisions of § 40-6-108(4), C.R.S., waived and will convene a hearing on the Motion and Stipulation on February 24, 2011.

6. At the hearing, the ALJ will inquire into the following areas for clarification:

a)  Page 5 ¶ 2 of the Stipulation discusses the amended purchase price components.  Of the transaction amount of $3 million, does this amount contain any acquisition premium?  Please state the exact amount of the acquisition premium;

b) On page 7, ¶ 5 of the stipulation CNG states that for the capital expenditures it intends to spend only the amounts necessary to bring Eastern’s system into alignment with PUC standards.  Please provide a low and high range of potential costs associated with these capital expenditures, along with a thorough discussion of this variance;

c) Page 8, ¶ 6 of the Stipulation acknowledges that the Capital Expenditure Rider is “special regulatory treatment.”  On page 7 of his Direct Testimony CNG witness Timothy Johnson states “The purpose of this rate rider will be to allow CNG to recover the current return on rate base determined in the last ECU rate case, Docket 09AL-422G on the capital expenditures required to bring the system to a safe and fair condition, along with the additional depreciation and property taxes that will be assessed on these assets.”  Please provide a thorough discussion and explanation of why this rider is necessary, rather than recovering the costs through traditional rate case cost recovery;

i. Can the $3.85 million capital expenditure be treated as Construction Work In Progress and a return earned on the asset at the time it becomes used and useful?

ii. Has CNG explored potential financing for these capital projects?  If so, what factors led it to reject financing and pursue the rider?

iii. Given that a rate case will be filed in 2014, 12 months after the conclusion of the capital expenditure period, what factors exist that make it necessary to implement a rider now instead of waiting 3 years for rate recovery (i.e., how will the company be damaged)?

iv. What extraordinary circumstances, if any, warrant this special regulatory treatment?

v.  For the component projects proposed to be funded by the Rider, which of them, if any, are safety related, and which of them, if any, require immediate installation to address an imminent safety threat?

vi. If the Rider is approved, explain exactly how incurred expenses are proposed to be recovered from Eastern’s customers.  Where is that defined in the Stipulation?  How would the filing of a rate case in 2014 affect the recovery?

vii. Are the costs to be recovered through the Rider volatile or stable (i.e., would additional cost depend on conditions that may be discovered in the future)?  Provide the factual bases for your conclusions;

viii. Do the Settling Parties contend that such costs are large in magnitude?  Express the costs as a percentage of total rate base requirements;

ix. To what degree do the Settling Parties contend that such costs are within the company’s control (i.e., what external pressures affect the timing of the proposed capital expenditures)?  Provide the factual bases for your conclusions.

d) Page 9, ¶ 8 of the Stipulation states that CNG will use a rate of return (ROR) of 8.46 percent in its operations and accounting of the acquired Eastern division, and this ROR will be applied to the capital expenditures made by CNG through the rider.  On Confidential Settlement Exhibit 2, the calculation of the rider indicates a different ROR.  Is this an error, and if not why the difference;

e) On Page 10, ¶ 11-12 the Stipulation discusses the agreement between CNG and Public Service to withdraw the request to clarify Eastern’s service territory, and to file a separate future application.  If the Commission grants the request to withdraw clarification:

i. Will the passage of time when the territory is not clarified lead to further complication of this issue?

ii. What potential harm could result for Public Service and CNG?

iii. What potential harm could result for customers and potential customers?

iv. When does CNG anticipate filing this future application, and can CNG commit to a firm date?

v. If Public Service and Applicants have reached an agreement as represented, where is the evidence of that agreement?

f) When would Staff or the other parties challenge the prudence of the capital expenditures, in the future rate case or prior to that?  If parts of the capital expenditures are found to be imprudent, how and when will the rider recovery be adjusted to account for any partial disallowance?

g) The original application included a commitment to “maintain existing [Eastern] rates for a minimum of 10 years” backed up by a request for an order to freeze rates for that duration in the interest of a smooth transition for the benefit of customers.  How do the terms of the Stipulation, which contain no such commitment, ensure a smooth transition for the benefit of customers?  Do the Settling Parties contend that this is no longer a component of public interest?
II. order

A. It Is Ordered That:

1. A hearing on the Motion to Restrictively Amend Application and Stipulation and Settlement Agreement is scheduled as follows:

DATE:
February 24, 2011
TIME:
9:30 a.m.

PLACE:
Commission Hearing Room
 
1560 Broadway, 2nd Floor
 
Denver, Colorado

2. Response time on the Motion to Restrictively Amend Application is waived.

3. This Order is effective immediately. 
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ATTEST: A TRUE COPY
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Doug Dean, 
Director
	THE PUBLIC UTILITIES COMMISSION
OF THE STATE OF COLORADO


KEITH J. KIRCHUBEL
________________________________
                     Administrative Law Judge










�   A public version of the Stipulation was filed on February 11, 2011.


�  This is confirmed somewhat by email correspondence addressed to the ALJ on February 8, 2011, in which counsel for Public Service stated that the company “is involoved in the tentative settlement discussions and is confident that a process and agreement will be submitted to resolve its issues in this docket.”
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