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ITS TIFFANY COMPRESSOR STATION INLA ).
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STIPULATION AND AGREEMENT -
IN RESOLUTION OF PROCEEDING

This Stipulation and Agreement in Resolution of Proceeding (“Stipulation™) is entered
into by and among Public Seryice Company of Colorado (“Public Servipe” or “Company”),
Kinder Mofgan, Inc. (“Kinder Morgan”); Atmos Energy Corporation (“Atmos™), and the
Staff of the Public Utilities Commission (“Staff”) (collectively referred to herein as the
“Parties”). The Parties hereby state that they have resolved by éettlement all issues that were
or could have been raised by the Parties pertaining to the aﬁfchorizations and relief réquested
by Public Service in its Application in tﬁis 'prbceeding.. This Stipulation and Agreement
(“Stipulation™) sets forth all of the terms and conditions of such settlement. The Parties to
this Stipulation state that reéching agreement as set forth herein by means of a négotiat;ed
settlement rather than through a formal adversarial process is in the public interest and,

therefore, the compromises and settlements reflected in this Stipulation are in the public

interest.
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I. BACKGROUND

1. On May 27, 2004, Public Service filed an Application in this docket requesting
a Commission order granting Public Service relief from certain requirerﬁents imposezl by-
Decision No. R92-1526, issﬁed December 7, 1992, in Docket No. 92A_-352G,‘ and the
underlying Stipulation and Agreement approved by the Commission therein (the “1992
Stipulation”). In-paxﬁcular, Pub‘lic Service requested that it be relieved of the requirément
under the 1992 Stipulation to coriti_mie to contract for' and hold firm gés gathering capacity on
and ox;er the gas gathering system located upstream of Publié Service’s Tiffany. Compressor
Station in La Plata County, Colorado. In addition, Public Seﬁice feque_sted reliéf frém all
related requirements under the 1992 Stipulation, applicable to this gas gathering capacity and
the regula?ory treatment of the costs thereof, to the extent ne.ces'sary to allow Pul?lic Service
to recover these upstream gathering costs in its Gas Cost Adjustment mechgnism in the same
manner as the costs for all other ﬁpstream services incurred by Public Service. Public
Service served a copy of its Application on all sigﬁatory parties to the 1992 Stipulation, to the
extent each such party still exists, as well as any known successor to such party.

2. On June 2, 2004, the Commission issued its “N otice. of Application Filed”'i-n
Docket No. 04A-275G. Timeiy petitions to intervene were filed by Atréos aﬂd Kinder
Morgan. Staff of the Public Utilities Commission filed a timely Notice of Intervention and
Entry of Appearance. Public Service -ﬁlec} its direct testim_ony and exhibits on August 5,
2004. By minute entry at the Commission’s July 15, 2OO4A open méeting, the Application was

deemed com?lete as of July 19',2004.
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3. In Docket No. 92A-352G, Public Service and its former wholly-owned,
intrastate pipeline subsidiary, Western Gas Supply Company (“WestGas™), jointly requested
Commission authorization to transfer certain gathering assets — including what is now the
Red Cedar gathering éystem A-- to allow for their planned ultimate séle to third ﬁarties. Red
Cedar Gathering Company (“Red Cedar”), an unaffiliated third party, ultimately purchased
the gafhering facilities in 1994 and now owns and operates the facilities. Pursuant to the
authorizations granted by the Commission in Docket No. 92A-352G, WestGas was merged

into Public Service effective January 1, 1993.

4, In fﬁe 1992 Stipulation, -the par_tieé agreed to the transfer of the gathering
assets, but Public Serviée was required to notify the parties of any subsequent sale of the
facilities in order to allow for the filing of a complaint as to the propér disposition of the sales
pro'ceeds. With respect to the proposed transfer of the gathering facilities later purchased by
Red Cedar, the parties agreed to the transfer subject té a series of conditions “intended to
keep the cost allocation and rate design treatment of the facilities ... on a comparable basis
with the cost allocation and rate design treatment of the other gathering facilities owned by
Public Service or WestGas which are not being transferred.” One of the éonditions was that,
gffective upon the date of the transfer, Public Service would be required to contract With the
owner of the gatheriﬁg system for firm gathering capacity of up to 20,000 Mcf per day (at
| 14.65 psia) for de1iverie$ to the Tiffany Compressor Station and up to 450‘Mc'f pé,r. day (at
14.65 psia) for delivery to the transmiésion facilities serving the Town of 'Béyﬁeld. The 1992

Stipulation further provided that Public Service should continue to contract for firm gathering
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capacity on the transferred facilities for so long as Public Service continued to own the
downstream pipeline facilities.

5. With respect to rate recovery, the 1992 Stipulation provided that in Public
Service’s next rate case (which was filed in 1993 in Docket No. 93S-001EG), Public Service
would deduct the book value of gathering facilities to be transferred from the cost of service,
make all corresponding adjustments to rate base and the income statement, and include the
contracted-for gathering costs related to the capacity Public Serv1ce was requlred to continue
to hold on those facﬂmes. The 1992 Stlpulatlon prov1ded that in Pubhc Serv1ce s
subsequent rate cases, Public Service could propose a different rate design treatment for its .7
contracted-for gathering capacity costs related to the transferred facilities, but until otherwise
authorized by the Commission, Public Service would apply the same rate desigh treatment

‘for these gathering costs. as for the gathering costs related to gathefing facilities which it
owns. |

6. From the time Red Cedar acquired the subject gathering facilities umtil
October 1, 2003, the effective date of the current Red Cedar agreement, Public Service
contracted for and held gathering capacﬁ:y on the Red Cedar gathering facilities upstream of the
Tiffany Compressor Station. Effective October 1, 2003, Public Service was no longer able to
coﬁtract for such gas géthering capacity, but was permitted. only to subscribe to gas
transportation capécity from the La Boca central delivery point on Red Cedar’s system, located‘
approximately seven miles upstream of Public Service’s system, to the Tiffany Compressor
Station. Asa result, Public Service, as well as gas transportat'on customers on Public Se;viée’s _

~ system that purchase their own gas supplies on Red Cedar, no loiiger could purchase their gas

-4-
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supplies from producers or marketers at wellhead locations, but instead had to start purchasing
their supplies on the Red Cedar system at the La Boca central delivery poinf. From the La Boca
point, the purchased gas supplies must be 'transported to Public Service’s Tiffany Compressor

Station over the Red Cedar capacity contracted for by Public Service.

7. In its Application and direct testimony, Public. Service stated that, due to

changed circumstances occurring during the course of the past 12 years over which Public
Service had little or no control, it is no longer possible to hold such gas gathering capacity as
contemplated by the terms of the 1992 Stipulation. Pubiié Serv1ce explamed that, in
November 2003; Public Service entered inté a new agreement with Red Cedar which differs

substantially from previous agreements for service over these facilities, inasmuch as it: (1) no

longer provides for Public Service to hold capacity back to welihead points on the Red Cedar

gathering system, but rather only back to a central delivery point on Red Cedar’s system, the
La Boca Point, located approximately seven miles upstream of the Tiffany Compressor

Station; (2) provides for a 50% increase in delivery capacity from Red Cedar at the Tiffany

Compressor Station interconnect from 20,657 MMBtu per day to 31,000 MMBtu per day;

and (3) requires Red Cedar to install compressio_n facilities to provide for the increased
elivezfy capacity and pressure. Pﬁblic Service contended that, because Red Cedar refused to
allow Public Service to hold gathering capécity over the former WestGas facilities as
required by the 1992 Stipulétion, the nature of the service over these facilities changed from

that contemplated by the parties to the 1992 Stipulation.
8. | In its Application, Public Service proposed to treat the upstreém costs incurred

under the Red Cedar Agreement for transportation from the La Boca central delivery point on

L5
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Red Cedgr’s system the same as other “Upstream Services” costs in accordance with the
Commission’s Gas Cost Adjustment (“GCA”) Rules, particularly Rule 723-8-3.29, ‘and
Public Service’s GCA tariff. Under the Commission’s GCA Rules, utilities are permitted to
recover their Upstreain Services costs through the GCA mephanism to the extent they are not
included in the Base Gas Cost. Public Service asserted that, based on the original rate
treatment agreed to under the 1992 Stipulation, it has included the costs incurred under
previous Red Cedar agreements as part of its base rates for gas service, but, for various
reasons, it did not include any Red Cedar costs in the development  of the revenue
requirements upon which its current base rates for natural gas service were deriﬁd in Docket-
No. 028-315EG, which became effective July 1, 2003. As such, Public Service contends that
Public Service’s Base Gas Cost and thus became eligible for
recovery as Upstream Costs in Public Service’s GCA effective July 1, 2003. Inasmuch as
base rate recovery of these costs ceased upon the effective date of the new rates approved in
Docket No. 028-315EG, Public Service requested such additional relief from the 1992
Stipulation, as the Cdmrnission may deem necessary, to allow Public Service to in_clﬁde such
Upstream Services costs in its GCA recovery mechanism effective July 1, 2003.

9. After substantial audit performed by Staff, and prior to the date for the filing of
answer testimony, the Parties met and dfscuésed their issﬁés and terms of a possible
settlement. After several subsequent discuésions, Public Service and Staff resolved all of the
issues between them by settlement, the terms of which are reflected in the Sﬁ_ﬁulation and
Agreement between Public Service and Staff filed in this proceeding on October 27, 2004

(“October 27 Stipulation”). Although involved in the settlement discussions and familiar

-6-
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with the principle terms of the settlement reached as between Public Service and Staff,

—

Atmos and KMI elected not to join in the October 27 Stipulation.

10.  On October 29, 2004, Kinder Morgan filed answering testimony pointing out
that the éhanges in the capacity held by Public Service under its agreement with Red Cedar
directly resulted in increased costs to Kinder Morgan in the form of higher gas prices, aileged
that Public Service had an unfair advantage in its procurement of gas supplies in the area and
récommended certain remedies for the Commission to address these concerns. Kinder
Morgan requested that the Commissién recognize, for prudence review purposes, that the
increased costs borne by Kinder Morgan were the result of the changes in the agreement
between Red Cedgr and Public Service, which was outside of Kinder Morgan’s confrol.
Kinder Morgan also took exception to paragraph 27 of the October 27 Stipulation, wherein
Public Service and Staff agreed that either of them coﬁld request that the Commission direct

Kinder Morgan and Atmos to hold their own Red Cedar capacity upstream of Tiffany.

-11.  On November 18, 2004, Atmos and Staff filed cross answer testimony and -

Public Service filed rebuttal testimony. Atmos’s testimony was mostly directed at the
October 27 Stipulation. Atmos observed that the market for natural gas supplies on the Red
Cedar system changed as a result of the changes effected under th‘é agreement between Public
Ser'vice and Red Cedar and that, as a result, Atmos could be required to payA more for its
natural gas supplies. Like Kinder Morgan, Atmos also raiséd concerns with péragra.ph 27 of
the October 27 Stipﬁlation. Staff’s cross answer testimony was directed at the answering
téstirridny ﬁ_led by Kind_er Morgan, essentially opposing Kinder Morgan's request that the

Commission address the prudence of Kinder Morgan incurring increased costs as a result of

-~

-7-



Attachment A

Docket No. 04A-275G
Decision No. R03-0199
Page 8 Of 26
the changes under the agreement between Public Service and Red Cedar. In its rebuttal
testimony, Public Service addressed Kinder Morgan’s allegations with respect to the
negotiations leading up to its new agreement with Red Cedar and recommended. that the
Comrnission rule that Public Service bé completely relieved of any obligation to éontinue to
hold Red Cedar capacity to transport gas supplies on behalf of downstream gas transportation
customers. |
-12. On December 9, 2004, Adminisﬁ*ative Law Judge Willam J. Fritzel issued an
interim order (Decision No. R04-1467-1) denying Public Service’s motion to strike certain
aﬁswering testimony of Kinder Morgan’s witnesses, denying Kinder Morgan’s motion to
strike certain rebuttal testimony of Public Service’'s witness, and denied Kinder Morgan’s
motion to set aside and modify a previous interim
compel Public Service to produce certain discovery. Afterwards, the.Parties commenced
discussions to pursue the possibility of settling the remaining issues in this proceeding. This

Stipulation and Agreement in Resolution of Proceeding is the result of those discussions.

II. ISSUES RESOLVED BY SETTLEMENT
13.  This Stipulation represents the results of settlement discussions between and
i
among the Parties and resolves all of the _issueé which were or could have been contested
among the Parties in this docket. As a result, this is a comprehensive resolution of the issues
in this proceeding.l This Stipulation supersedes .thc Stipulation and Agreement entered into

between Public Service and Staff which was filed in this docket on October 27, 2004.

' Accordingly, the Parﬁes agree that the October 27 Stipulation and Agreement should be



Attachment A

Docket No. 04A-275G
Decision No. R05-0199
Page 9 Of 26

withdrawn and further, the Parties urgé the Commission fo approve this Stipulation and
A greement in Resolution of Proceeding in its entirety.

A. Recovery of Red Cedaf Costs Through Public Service’s GCA.

14. The Parties agree that effective November 1, 2004 and proépectively
thereafter, Public Service shall be authorized to include in its GCA rates the Red Cedar costs
incurred by Public Service on and after November 1, 2004. Consistent with the method
prescnbed in Docket No. 92A 352G of recovery of Red Cedar costs in Pubhc Service’s base
rates and the fact that Red Cedar capacity continues to be crucial to Pubhc Service’s overall
gas system operations,ﬂ Public Servicé shall make allocation/assignment of the Red Cedar
costs in the GCA to all customers, including the transportation class, with the exceptioﬁ that
Red Cedar costs will not contin'ue‘ to be allocated to off-system Federal Energy Regulatory
Commission (“FERC”) transportation customers. Attached hereto as Appendix A is a
'su@ny of the changes in capacity subscription as well as the estimated changes in
embedded Red Cedar cosfs in rates.

15, The Parties further agreé. that the Red Cedar costs incurred by Public Service
from July 1, 2003 through October 31, 2004, may be recovered by Public Service in the
GCA. These éccrued Red Cedar costs have been booked in Account 803 as gas costs since
July 1, 2003, and so are inch_ided in the Account 191 balances upon which the Deferred Gas
- Cost component of the GCA is based. The inciusion of these costs in the Account No. 191

- results in the netting of these accrued Red Cedar costs against current GCA revenues. At the



Attachment A
Denkson o, 050159
Page 10 Of26
time this Stipulation was entered into, the Deferred Gas Cost component of Public Service’s
GCA rates were based on an Account No. 191 balance that included only two months of Red
Cedar costs. The Deferred Gas Cost rate component primarily impacts GCA sales customers,
and not 'transportation customers. In regard to the Red Cedar costs that Weré accrued, Staff
believes that the more appropriate treatment of these accrued costs is to allocate or assign a
representative portion to the transportation class on a pro forma basis, as if a separate
deferred gas cost sub-account for the Red Cedar costs were established on July 1, 2003.
Accordingly, the pro forma accrued amount will be deducted from Account 191 for the
purpose of determining the Deferred Gas Cost réte compﬁnent and added to the forecasted
amount of the Red Cedar costs as a direct assignment before allocation of Red Cedar costs
for the purpose of determining the Current Gas Cost rate component is made to customers in
the Public Service’s October GCA ﬁliﬁg to be effective November 1, 2004.

16.  The Parties recognize tﬁat the Red Cedar costs should not continue to accrue
without any means for Tecovery, while other issues ‘in this proceeding raised by other
_ intervening parties proceed to hearing. In the event Public Service elects to include the Red
Cedar costs as gas costs in its Gas Cost Adjustment ﬁiiﬁgs prior to the issuance of a final
Commission order 11;1 this proceeding, Staff agrees not to lodge an opposition to the inclusion

of such costs in the GCA, provided Public Service makes the following statement in its GCA

Application:

As explained by Public Service, the Red Cedar costs were booked in Account 807 prior to July i, 2003, in
order to assure that they were excluded from the costs included in the GCA.

-10 -
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Public Service has included upstream services costs projected to
be incurred during the GCA Effective Period under its gas
gathering agreement with Red Cedar. Public Service further
represents that certain past costs incurred under the Red Cedar
agreement are also reflected in the Account No. 191 (deferred
gas cost) balance. To properly reflect the apportionment of Red
Cedar deferred costs between transportation and sales
customers, the Company has removed these costs from the
Deferred Gas Costs for purposes of calculating the Deferred Gas
Cost rate and treated them as Current Gas Costs herein. The
recovery by Public Service of these costs through the GCA is
the subject of an application filed by Public Service on May 27,
2004 in Docket No. 04A-275G. That proceeding is ongoing.
Accordingly, Public Service acknowledges that any proposed
recovery by Public Service of the subject Red Cedar costs in this
GCA is subject to any and all future orders by the Commission
in Docket No. 04A-275G regarding the appropriateness and
amount of such recovery, and that future refunds and/or GCA
adjustments to reflect the Commission’s subsequent
determination of the appfoprlateness of GCA recovery of these

.—1
costs may be required

Any and all Red Cedar costs included in Public Service’s GCAs shall continue to be subject
to the terms of this Stipulation and the Commission’s prudence standard.

B. Continuation of Customer Protection Safeguards Inherent in Base Rate
Treatment.

17, 1tis Sfaffs undefstending that the 1992 Stipulation in Docleet No. 92A-352G
to allow recovery of Red Cedar costs in base rates was to protect ratepayers from rate
stacking and from additional costs that could result from an inflated asset prlce in the sale of
the Tiffany Gathering System t_o a third party. Customers were protected under that
Stipulation because they would continue to pay for the use of the Tiffany 1ering Systezﬁ
‘as 1f it was still owned and operated by the Company The effect of rate stac kmg resulting

from higher charges from the new owner/operator of the-Tiffany Gathering System (i.e., Red



Attachment A

Docket No. 04A-275G
Decision No. R05-0199
Page 12 Of 26

Cedar) would be minimized until the next rate case since revenue recovery of the Red Cedar
' costs was capped in the rate case in Docket No. 93S-001EG.

18.  The subsequent sale of the Ignacio Gathering System (including the Tiffany
Gathering System) to Red Cedar resulted in a gain. Such gain was shared with Public
Service’s customers by way of a refund pursuant to Decision No. C95-905 in Docket No.
95A-409G, wherein the Commission app.roved a settlement between the Colorado Office of
Consumer Counsel and the Company. . As a result, Publip Service’s customers already
reCciyed partial benefits from the sale of the.Tiffany Gathering System to Red Cedar. Staffis
satiéﬁed that Public Service has upheld its commitments and abided by the 1992 Stipulation
for over a decade. Public Service assures Staff that tﬁe proposed shift has not resulted in
een the case and that it will continue to procure
capacity, through Red Cedar or any other entity, ﬁpstream of its Southern/Mountain system at
least cost. For purboses of settlement, Staff has agreed, although reluctantly, to a shift of the
recovery of the Red Cedar costs from base rates to the GCA, since Public Service’s cai)ti-ve
customers were not only afforded thé rate protection for over a decade, but were also
provided by \%ray of a refund partial benefits from the sale of the Tiffany Gathering System.

| 19.  Although the agreed-to shift from base ra;ce recovery té GCA recovery
effective July 1, 2003 would mean dollar-for-dollar pass-through of the Red Cedar costs upon
less than statutory notice filings, customer protection safegﬁafds will'femaiﬂ in place, but
iséues regarding the propriety of revenue recovery will fail under prudence review of the
GCA instead'of base rates in a rate case. -In consideration of the agfeement to change

recovery of revenue for Red Cedar costs through an automatic adjustment mechanism, Public

-12-
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Service agrees that it shall address all variances or changes to the level of service or rates for
service under the current Red Cedar contract in its Gas Purchase Plan (“GPP”) and Gas
Purchase Report (“GPR”). In the case of the GPP, Public Service must discuss any such
changes from the prior Gas Purchase Year. In the case of the GPR, Public -'Servi.ce must
discuss any variances in the contracted capacity or rates in comparison to the projections
reflected in the corresponding GPP.

20.  Public Service agrees that the failure by the Company to address the variances
or changes to the level of service or rates for serv1ce under the current Red Cedar contract in
the GPP and GPR would preclude the Cornpany from raising defenses based on any
information not previously disclosed in any GPP or GPR to_e chellenge by Staff in a
wance of the variences in question in the recovery

of Red Cedar costs. Other than the variance, Staff may challenge and Public Service can
defend the entirety of the Red Cedar costs. Such agreerhent shall not apply to the GCA
prudence proceeding covering Public Service’s GPR for the Gas Purchase Year uly 1, 2003
through June 30, 2004, anticipated to be filed on or before October 1, 2004.
C. Assurance of No Double Recovery of Red Cedar Costs by Public Service.
21. In each of Poblic Service’s four Phase I gas rate cases (Docket Nos.
93S-001EG, 963—290G, 98S-518G, and 00S-422G) filed after the merger docket in Docket
-No. 92A-352G, the Company included the Red Cedar gachenng costs in its revenue
requirements used'to derive its effective base rates.. It is the Company’s representation that

the Red Cedar gathering costs were not included as part of its gas department revenue

-13-
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rlequirements in Docket No. 02S-315EG, and that the issue of the Red Cedar gather'mg costs
was not raised by the Company.as an issue in the rate case.

22.  Staff’s position is that, as a matter of general practice, the Company uses per- |
book numbers in developing its proposed revenue requirements in rate ceses. Beceuse the
Company in Docket No. 028-315EG failed to propose an adjustment to remove the Red
Cedar gatheﬁng costs from its revenue requirements, Staff questions whether such revenue
requirements, in fact, excluded the Red Cedar costs. Staff believes that the instant
application by Public Service to recover revenue outside of a rate case, given the 1992
Stipulation requirement to base rate the Red Cedar costs, is tantamount to piece-meal

ratemaking. In addition, if the Company’s base rates were developed from approved revenue

[P N T o Y, AU L U 5 )

requirements in Docket No. 0258-315EG that included the Red Cedar costs, then the
Company’s proposal to recover Red Cedar gathering costs in its GCA would result in double
recovery of costs. |

23. Byr way of explanation, the Company states that it inadvertently did not include
such costs in the revenue requirements-in the rate cbase Dock'etANo. 025-315EG. As aresult,
Public Serviee failed to raise the proposal to move Red Cedar costs from base rates into the
- GCA as an iesue in the rate case. Although Staff agrees with the Company that its rate case
models indicate that no Red Cedar costs have been included as a separate line item in base
rates, Staff has not performed a comprehensive audit of the per bock numbers to trace and
determine whether these costs could have come into the approved re'venue requirementé

through some alternative accounting and Staff would not be able to do so absent a re-opening

of the rate case and performing a comprehensive audit. Given Public Service’s desire to

-14 -
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" include the Red Cedar costs in the upcoming GCA filing to be effective November 1, 2004,
time will not permit Staff fo perform the neceésary comprehensive audit. The Parties agree it
is not in the public interest to re-open the rate case for this purpose alone.

24.  Since it is difficult, if not impossible, for Staff to affirmatively determine that
there is no double recovery, the Company agrees that Staff is not precluded from raising the
issue of double recovery of Red Cedar gathering costs at a later déte. In addition, Public
Service agrées to a refund obligatioﬁ in the event it is ever determined that Public Sefv.ice, in |
fact, hés includéd Red Cedar costs in its base rates pursuant to its last rate cas-e, Docket No.
028-315EG. The refund obligation lw.ﬂl be based én the level of Red Cedar cbsts determined

to have been included in the revenue requirements upon which the Commission-approved

rate rider was derived, applied to actual sales and transportation volumes to the which the
rate rider was applied during the period of over collection, plus interest at the Commission-
approved customer deposit rate.

D. Public Service’s Future Obligation to Subscribe to and Hold Capacity on
the Red Cedar Gathering System.

25.  Public Servicé will continue to subscribe to capécity on the Red Cedar systém
to meet its operational needs and the ﬁeeds of its customers and to include Red Cedar costs as
part of its relevant system wide costs in developing its rates for the applicable rate schedules.
This agreement will not limit the ability of apy transportation customer to séparately.contract
for Red Cedar capacity on the LaBoca-to-Tiffany pipélihe segment to the éxtent these
cﬁstomers prefer to sign up for capacity 61‘1 their own, either thrbugh contract ‘directly with

Red Cedar or through assignment from the Company. However, such customers shall not

g

-15-
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receive any discount or other credit from the Company for not using part of Pgblic Service’s
subscribed cépacity on Red Cedar. The Company will proportionally reduce its capacity
under the Red Cedar contract to reflect any such third party subscription of capacity on Red
Cedar.

26.  The Parties recognize that the other two parties in this proceeding, Atmos and
Kinder Morgan, are the two largest firm gas transportation customers of Public Service
receivihg deliveries from Public Service’s Southern/Mountain system. Atmos and Kinder
Morgan are both natural géé public utilities regulated by the Commission and subscribe to
gas transportation'sérvice over Public Service’s Southern/Mountain system in order to meet
the gas supply requifemenfs of their réspectiVe downstream gas distribution systems. Atmos
and Kinder Morgan purchas uantities of gas supplies at the LaBoca central |
delivery point which must be transported over the capacity held by Public Service under its
agreement with Red Cedar. As such, Atmos and Kinder Morgan continue‘to receive
economic and other benefits from Public Service holding Red Cedar capacity on their behalf
and the rate treatment provided for in this Stipulation.

27.  Public Service has a continuing oblig_étion to hold capacity on the Red Cedar
system to meet its operational neéds and tﬁe needs of its custoiners until such time that it has
‘construcfed its own facilities or s_ubscfibed to capacity on another upstream pipeline system
to meet its systém requirements. However, Public Service believes that it should not be
required to hold capacity on Red Cedar that is solely necessary fo transport gas supplies for
its gas transportatién customers to which Public Serviée does not have fitle. This is in

contrast to gas which Public Service buys on Red Cedar and ships across the La Boca to

- 16-
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Tiffany pipeline segment to serve its sales customers, for pressure maintenance, to balance its
system, anci to serve the backup supply needs of its gas fransportation customers. Because it
must purchase this gas, Public Seﬁliée owns (i.e., has title to) the gas that is transported over
the Red Cédar capacity between La Boca and Tiffany.

28, When the gathering system now owned by Red Cedar was part of Public
Service’s system, transportatién customers were able to use that capacity. Said a;raﬁgement
Was preserved in the 1992 Stipulation and the costs incurred by Public Service for Red Cedar
gathering were included in Public Service’s base rates as if the facilities were still~ owed and
operated by Public Service. Sinéé the costs incurred by Public Service for Red Cedér
gafhering have been removed from base rates and put into the GCA, the Parties recognize
hat, except for the requirer ents under the 1992 Stipulation, the capacity on Red Cedar is

similar to other upétream service capacity held by Public Service. Public Service does not
hold any upstream capacity anywhere else on its system which downstream gas transportation
customers are permitted to use to have their gas supplies transported.

29. There is some disagreement among the Parties whether Public. Service
requested in its Application to be completely relieved of the obligation to hold upstream Red
Cedar capacity for the purpose of transporting. gas supplies on behalf of downstream gas
transportation customers. Nevertheless, Kinder Morgan and Atmos hereby acknowledge
receipt of notice of such request and agree fhat, subj §Ct to the terms of this Stipulation, Public

' Seﬁice shall no longer have the obligation to hold capacity on Red Cedar on théif behalf on

and after October 1, 2010.

-17-
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30.  Prior to the expiration of the Red Cedar Gathering Agreement on October 1,
2010, Public Service’s obligation to subscribe to and hold capacity on Red Cedar (from La
Boca to Tiffany) shall include capacity on Red Cedar necéssary to transport gas supplies
purchased at or upstream of La Boca by Public Service’s gas transportation customers and to
which Public Scwice does not have title. Public Service agrees not to seek Commission-
authorization to be relieved of this obligation before October 1., 2010. On and after
October 1, 2010, Public Service shall not be obligated to subscribe to and hold capacity on
the Red Cedar upstream of the Tiffany compressor in order to transport gas to its system to
which it does not have title. After that date, Public Service will not schedule gas quantities

- nominated by gas transportation customers for reéeipt by Public Service at Tiffany unless that

gas is to be transported to Tiffany by Red Ceda

ail aliQil Qo

1

H

(o
D
]

Service is not the shipper.

31.  Atmos and Kinder Morgan agree with the method and the cﬁd result of the
allocation/assignment of Red Cedar costs described in {14 of this Stipulation. Public Service
has incorporated forecasted Red Cedar costs' in its monthly GCAsAeffective November 1,
2004, which amount is cxpccted to staj the same for eleven months. With respect to the
continuing Rcd. Cedar costs incurred by Public Service prior to October 1, 2010, fhc method
of allocating or incorporating these costs on an annual basis in Public Service’s GCA shall
not be changed. .If the method were to change, it shall not be changed in a2 manner that would
assigﬁ a disproportionate level of the Red Cedar costs tb Kinder Morgan or Atmos, but rather
will result in GCA rates that affect Kinder Morgan or Atmos in the same manner as all other

gas transportation customers on Public Service’s system.

-18-
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32. On or before October 1, 2008, Public Service shall convene a planning -
meeting to be held in Public Service’s Denver, Colorado offices, to review and discuss‘ gas
supply andfcapac_:ity options upstrem of the Tiffany Compressor Station and the related
op_erational requirements of Public Service’s system in anticipation of the expiration of the
Red Cedar agreemeﬁt oﬁ October 1, 2010. Public Service shall provide 30 days advance
written notice of such meeting to the signatories of this Stipulation, or their successors. Said
written notice shall alsd be provided to all other firm gas trgnspdrtation customers that have
nominated quantities of gas for receipt at the Tiffany _Station within the prior twelve months.
Public Service, Kinder Morgan and Atmos each agrees that, during the period priO.r to
October 1, 2008, before it approaches Red Cedar to open negotiatibns that may result in an
system for the period after October 1,
.2010, such Party will notify the 6ther two Parties in writing of its infention'to do so at least
thirty (30) days in adyance of any such negotiations.

33. The Pérties agree that Public Service should be granted relief from the 1992

Stipulation in the WestGas merger proceeding in Docket No. 92A-352G, as requested by

Pubﬁc Service in its Application, to the extent necessary to effect the terms of this

Stipulation.

III. IMPLEMENTATION AND PROCEDURAL SCHEDULE
34. This Stipulation shall not become effective until the issuance of a final
Commission Order Which accepts and approves this Stipulation as to all of its terms and

conditions. In the event that the Commission imposes modified terms or conditions which

-19-
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are unacceptable to any party hereto, that pax’ry shall so notify the other Parties to this
Stipulation in a timely manner. If this Stipulation is not approved in its entirety or is
approved by the Commission with modified terms or conditions which are unacceptable to
any party hereto, then this Stipulation shall be considered null and void and of no force and
effect iﬁ this or any other pfoceeding. In the event that this Stipulation is not approved, this
Stipulation, the terms and conditions, as well as thé negotiations or discussions undertakén in
conjunction with the Stipulation, shall not bé admissible into evidence in this or any other
proceeding.

35. Approval by the Commission of this Stipulation shall constitute a
determination that the Stipulation ;epresents a just, equitable and reasonable resolution of all
have been contested between the Parties hereto in this
proceeding. Notwithstanding the resolution of the issues set forth in this Stipulation, none of
the methodologies or ratemaking principles hereih' contain¢d shall be de;émed by the Parties
-to consﬁtute a settled practice or pfecédent in any fl;ture proceedihg, and nothing herein shall
constitute a waiver by ar;y party with respect to ’any matter not speciﬁcally- addressed herein.
" Further, by entering into this Stipulation, no pa@ shall be deemed to have agreed to any
_principle or method of ratemaking or raté design.

- 36.  The Parties to tﬁ_is Stipulation state that reaching agreement as set forth herein
by means of a negotiated settlement rather than through a formal adversarial proﬁess is inA the
public .interest and that the ;esults of the compromises and settlements reflected by and in this

Stipulation are just, reasonable and in the public interest.
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37. Tﬁis Stipulaﬁon may be executed in counterp'arts, each of which when taken
together shall constitute the entire Stipulation.

38.  The Parties agree to a waiver of compliance with any requirements of the
Commission’s inles and Regulations to the extent necessary to permit all provisions of this
Stipulation to be carried out and effectuated.

Dated this 21st day of December, 2004.

Respectfully submitted,
PUBLIC SERVICE COMPANY OF COLORADO

Approved As To Form:

By: Q'MM jzg j /S‘ W
Freddic C. Stoffel / ( jirr ses D. Albright, #1 8685’
Vice President, Policy Development Assistant General Counsel
Xcel Energy Services Inc. ~ Xcel Energy Services Inc.

: 1225 17th Street, Suite 900
Denver, CO 86202

Attorney for Public Service Company
of Colorado

STAFF OF THE COLORADO PUBLIC UTILITIES COMMISSION

By: @ CC\ ‘Q\/\Mw— /Zf

Bﬂly Kwan : - Michael J. Santisi, #29673

Energy Analyst - Assistant Attorney General -
Business and Licensing Section
1525 Sherman St., Sth Floor
Denver, CO 80203 :
Telephone: (303) 866-3764

Approved As

NN

Attorney for the Staff of the Colorado
Public Utilities Commission
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Vice President, Certificates and Rates

ATMOS ENERGY CORPORATION

e

NN

Joe T. Cl'ﬁ\s

Vice President, Rates ;md Re gulatory Affairs
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Approved As To Form:

Qemnkf fwm
U

Jose F. Furay, #18257
Asswtant General Counsel
Kinder Morgan, Inc.

370 Van Gordon Street
Lakewood, CO 80228
Telephone: (303) 763-3310

Attorney for Kinder Morgan, Inc.

Approved As To Form:

T

s
L Moreas 1<, L/‘\—/UW‘QA(J{

- Thomas R. O’Donnell, #15185

Holland & Hart LLP

555 17th Street, Suite 3200
Denver, CO 80202
Telephone: (303) 295-8291

Attorney for Atmos Energy Corporation

Docket No. 04A-275G
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TABLE 2
COMPARISON OF ESTIMATED RATE IMPACT:
GCA TREATMENT OF CURRENT RED CEDAR COSTS VS.
BASE RATE TREATMENT OF TEST YEAR RED CEDAR COSTS
" OCTOBER 15, 2004
DOCKET NO. GCA
BASE RATES 605-4226 RED CEDAR
 ONLY JUNE 30, 2003 GATHERING
DOCKET NO. IMPLIED RATES GCA
995-509G RED CEDAR WITHOUT DEFERRED MINUS
CUSTOMER CLASS SERVIC TARIFF TYPE PHASEN RATES R RED CEDAR COSTS BASERATES /4
COLUMN==> (A} (B} ) (D = C x.0076) (5) (FsE-D)
RG SERVICE AND FACILITY ($ per month) - BASE 9.00 0.07 0.07
COMMODITY ($ per Dth) : BOTH 0.9770 0.0074 0.0120 0.0046
c6 SERVICE AND FACILITY (§ per month) BASE 16.20 0.12 0.12
COMMODITY ($ per Dth) BOTH 0.8170 0.0070 0.0120 0.0050
1] SERVICE AND FACILITY {$ per month) BASE 90.00 058 -0.68
ON-PEAK DEMAND ($ per Dth} - BOTH - Voluntary 6.5800 0.0500 0.0500 0.0000
COMMODITY {€ per Dth) ) B80TH 0.4360 0.0033 0.0080 0.0047
TF SERVICE AND FACILITY (€ per month} ’ BASE 60.00 046 -0.46
FIRM CAPACITY RESERVATION {$ per Dth} BASE 4.0700 0.0308 . -0.0309
, FIRM SUPPLY RESERVATION (§ per Dth) . GCA - Voluntary ) 0.0500 0.0500
TRANSPORTATION ($ per Dth) BOTH 0.2500 0.0018 0.0080 0.0061
BACKUP SUPPLY COMMODITY ($ per Dth) BOTH - Voluntary 0.4350 0.0033 -0.0033
T SERVICE AND FACILITY ($ per month) BASE 195.00 148 -1.48
ON-PEAK DEMAND ($ per Dth) BOTH - Voluntary 8.5800 - 0.0500 0.0500 0.0000
TRANSPORTATION ($ per Dth) BOTH 0.4360 0.0033 0.0080 0.0047
BACKUP SUPPLY COMMODITY ($ per Dth}  BOTH - Voluntary 0.4350 0.0033 -0.0033
FERC OFF-SYSTEM TRANSPORTATION BASE 5 B
TABLE 3

BETWEEN THE PREVIOUS RED CEDAR CONTRACT
AND THE NEW RED CEDAR CONTRACT

TTANALYSIS OF THE™ COSTS, CAPACITY; AND ESTIMATED RATE IMPACT 7~ 7 77 ™
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TABLE 1
COMPARISON OF CONTRACT CAPACITY AND ANNUAL COST

PREVIOUS RED CEDAR CONTRACT NEW RED CEDAR CONTRACT

TOTAL CONTRACT COST $2,027,883 1 $2,252,408 12
CONTRACT CAPACITY PER DAY IN DTH 20,657 ) 31,000

_/1 Test Year 1889 Phase | Rate Case Docket No. 00S-422G Pro Forma Red Cedar Base Rate Revenue Requirement.

/2 Cost forecast for June 2004 Gas Purchase Plan, Public Service's Direct Testimony In this docket, and Public Service's October 15, 2004 GCA Application.

PERCENT CHANGE
11%

50%

CALCULATION OF IMPLIED RED CEDAR REVENUE RIDER EFFECTIVE JUNE 30, 2603
{These calculations are necessary to estimata the "implied” Docket No. 00S-422G Red Cedar Rates above.)

TY1999 Rate Case
Docket No, 00S-422G
Pro Forma Base  June 30, 2003 June 30, 2003 .
Rate Revenue GRSA Rider % Rider $ otal
Rate Case With Red Cedar $266,879,534 4.360% $11,627,228 $278,306,762
Red Cedar Pro Forma Gathering Fee $2,027,883 0.760% $2,027,883 $2,027,883

_I3 Due to the effect of the inclusion of Red Cedar costs on the derivation of the CPUC jurisdictional base rate rider, and ihe application of the nt)er toall of the CPUC jurisdiction base rates,
the Company's Service and Facliity charges include revenue recovery for the Red Cadar costs.

_I4 The eiimination of the Red Cedar costs from base rates will not result in an additicral reducticn is ths Service and Facility Charge; the base rate decrease is offset by an increase in the GCA.

_/5 In Public Service's Docket No. 995-609G Phase Il rate case, 0.2% of the Red Ccdar costs were allocated to the Company’s FERC cff-system transportation business.

However, there is no base rafe
_/6 There are no FERC off-system fr

developed for FERC off-system fransportation.
fransportation costs included in the Company’s the GCA,
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CERTIFICATE OF SERVICE

I hereby certify that on this 22" day of December 2004, an original and three (3) copies

of the foregoing ‘“STIPULATION
PROCEEDING” were hand-delivered to:

AND AGREEMENT IN RESOLUTION OF

Bruce Smith, Director
Colorado Public Utilities Commission
1580 Logan Street OL2

. Denver, CO 80203

and a copy was either hand-delivered or placed in the United States mail, first-class postage

* prepaid, to the following:

Douglas C. Walther, Esq.
Senior Attorney

Atmos Energy Corporation
P.O. Box 650205

Dallas, TX 75265-0205

Thomas R. O’Donnell, Esq.
Hoiland & Hart LLP

555 17th Street, Suite 3200
Denver, CO 80202

James K. Tarpey, Esq.
Holland & Hart LLP

555 17th Street, Suite 3200
Denver, CO 80202

Joe T. Christian

Vice President

Rates & Regulatory Affairs
Atmos Energy Company -

1301 Pennsylvania Street, Ste 800
Denver, CO 80203

T. J. Carroll, IIi, Esq.

Vice President and General Counsel
Kinder Morgan, Inc.

370 Van Gordon Street

P.O. Box 281304

Lakewood, CO 80228-8304

Joseph F. Furay, Esq.
Assistant General Counsel
Kinder Morgan, Inc.

370 Van Gordon Street

P.O. Box 281304
Lakewood, CO 80228-8304

~Dan Watson

President, Retail

Kinder Morgan, Inc.

370 Van Gordon Street

P.O. Box 281304
Lakewood, CO 80228-8304

Alvin J. Meiklejohn, Jr., Esq.
Jones & Keller, P.C.

1625 Broadway, Suite 1600
Denver, CO 80202

Michael J. Santisi, Esq.
Assistant Attorney General

.Business & Licensing Section

Attorney General’s Office
1525 Sherman Street, 5® Floor
Denver, CO 80203

Anthony Marquez, Esq.
Assistant Attorney General
State Services Section
1525 Sherman Street, 5th Floor
Denver, CO 80203
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Sandra Johnson Jones
Public Utilities Commission

1580 Logan Street, Office Level 2

Denver, CO 80203

Billy Kwan
Public Utilities Commission

1580 Logan Street, Office Level 2 -

Denver, CO 80203

Bridget McGee-Stiles
Public Utilities Commission
1580 Logan St., OL2
Denver, CO 80203
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Robert Bergman

Public Utilities Commission

1580 Logan St., OL2

Denver, CO 80203

Frank Shafer

Public Utilities Commission
1580 Logan St., OL2
Denver, CO 80203

Karlton Kunzie

Public Utilities Commission
1580 Logan St., OL2
Denver, CO 80203
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