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Rebuttal Testimony of
Ted Robertson
Case No, EF-2003-0465

\I

Upon review of Aquila’s request to encumber Minnesota regulated property, the
Department recommends that the Commission deny the Company request for
approval, absent a showing in Aquila’s Reply Comments of:

® A showing that the encumbrance is in the public interest; and

® a compelling reason(s) to violate the principle of keeping a clear

accounting separation between a utility’s regulated and nonregulated
activities.

Subsequent to further talks with Aquila, the Minnesota Department of Commerce provided a
letter, dated August 19, 2003, to the Minnesota Public Utilities Commission wherein it again

‘recommended, on page 3, that Aquila’s request would not be in the public interest:

The Department concludes that it would not be in the public interest if the

Commission approved the Company’s request. Therefore, the Department
recommends that the Commission deny Aquila’s request to encumber the

Minnesota regulated assets.

WHAT IS THE CURRENT STATUS OF AQUILA’S APPLICATION IN THE STATE OF
KANSAS?
The parties in the State of Kansas have yet to offer theit positions on Aquila’s Application due to

the fact that the investigation is ongoing.

IS AQUILA’S REQUEST TO USE ITS MISSOURJ REGULATED ASSETS AS COLLATERAL
IN THE “PUBLIC INTEREST?”

No, it is not.
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Rebuttal Testimony of
Ted Robertson
Case No. EF-2003-0465

WHY IS AQUILA’S REQUEST NOT IN THE PUBLIC INTEREST?

A Aquila’s request is not in the public interest for several reasons, 1) Aquila already has enough
regulated utility assets encumnbered to support the alleged $250 million working capital requirement
for the entire U. S. Networks, 2) ratepayers in the Missouri jurisdiction already provide an excess of
cash working capital to support the utilities owned by Aquila in this state, 3) Company’s alleged
peak day cash working capital calculation specific to the State of Missouri ratepayers has not been
adequately supported or verified, and 4) the Term Loan language shows that Aquila intends to
encumber its Missouri regulated utility assets in order to support the working capital needs of the

other U. S. Networks states, and/or the working capital needs of its non-regulated operations.

Q. DOES THIS CONCLUDE YOUR REBUTTAL TESTEMONY?

‘A. Yes, it does.
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CASE PARTICIPATION
OF
TED ROBERTSON

Company Name Case No.
Missouri Public Service Company GR-90-198
United Telephone Company of Missouri TR-90-273
Choctaw Telephone Company TR-91-86
Missouri Cities Water Company WR-91-172
United Cities Gas Company GR-91-249
St. Louis County Water Company WR-91-361
Missouri Cities Water Company WR-92-207
Imperial Utility Corporation S§R-92-290
Expanded Calling Scopes TO-92-306
United Cities Gas Company GR-93-47
Missouri Public Service Company GR-93-172
Southwestern Bell Telephone Company TO-93-192
Missouri-American Water Company WR-93-212
Southwestern Bell Telephone Company TC-93-224
Imperial Utility Corporation SR-94-16
St. Joseph Light & Power Company ER-94-163
Raytown Water Company WR-94-211

- Capital City Water Company WR-94-297
Raytown Water Company WR-94-300
St. Louis County Water Company WR-95-145
United Cities Gas Company GR-95-160
Missouri-American Water Company WR-95-205
Laclede Gas Company GR-96-193
Imperial Utility Corporation SC-96-427
Missouri Gas Energy GR-96-285
Union Electric Company E0-96-14
Union Electric Company EM-56-149
Missouri-American Water Company WR-97-237
St. Louis County Water Company WR-97-382
Union Electric Company GR-97-393
Missouri Gas Energy GR-98-140
Laclede Gas Company GR-98-374
United Water Missouri Inc. WR-95-326
Laclede Gas Company GR-95-315
Missouri Gas Energy GO-99-258
Missouri-American Water Company WM-2000-222
Atmos Energy Corporation WM-2000-312
UtiliCorp/St. Joseph Merger EM-2000-292
LitiliCorp/Empire Merger EM-2000-369
Union Electric Company GR-2000-512
St. Louis County Water Company WR-2000-844 -
Missouri Gas Energy GR-2001-2%2
UtiliCorp United, Inc. ER-2001-672
Union Electric Company EC-2002-1
Empire District Electric Company ER-2002-424

Schedule TIR-1.1



CASE PARTICIPATION
OF
TED ROBERTSON
Company Name Case No.
Missouri Gas Energy GM-2003-0238

Aguila Inc, EF-2003-0465
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. AQUILA, INC.
CASE NO. EF-2003-0465
DATA REQUEST NO. OPC-1006

b

e
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DATE OF REQUEST: - May 14, 2003

DATE RECEIVED: ~ May 14, 2003
DATE DUE: June 3, 2003
REQUESTOR: Ted Robertson
QUESTION:

Please explairn in detaif what Aquila plans to do with the monies form the 3-year loan not
allocated as’ workmg capital. :

RESPONSE:

All funds from the 3-year ioan (net of fees) which are not being used as working capital
have been used to repay existing indebtedness. Upon the closing of the 3-year loan,
approximately $17.5 million went to pay fees while $180.3 million of the net proceeds were

used {o repay the matunng 364 day revolving credit facility and $165.5 miliion were used to
cash collateralize outstanding lefters of credit.

ATTACHMENT: NA

ANSWERED BY: Randy Miller

v //ﬂ

-~SIGNATu&’E OF RESPONDENT

Jim o 2083

W

Schedule TIR-2

o,

LTy

.4&.-‘

3




SCHEDULE TJR-3

HAS BEEN DEEMED

“HIGHLY CONFIDENTIAL”
INITS

ENTIRETY




554

10

11

1z

13

14

15

16

17

18

19

20

21

22

23

24

25

credit downgrades and reduction in its stock
value?

MR. DOBSON: Yes.

MR, ROBERTSON; Okay. The next guestion
has to do with the new 364-day br;dge loan,
and basically this series of gquestions is
just to try to get this part of the locan or
this loan agreement out of the p;cture
altogether and by that, let me say this: 'The
loan is not-a. player in the guestion of
commission approval of collateral except that
certain cecllateral for this loan is also
collateral for the 430 million-dellar term
ican and letter of credit facility?

MR.‘DOBSON: Ceorrect.

MR. ROBERTSON: And that the bridge
loan, it was borrowed by the Australian
affiliate and it was secured by certain
capital stock of the UtiliCorp Asia, UtiliCo
Canada, MPS Company, and a couple IPPs?

MR. DOBSON: Ccrrect. |

MR. ROBERTSON: Okay. And can you

-explain to me as far as the IPPs are

concerned, they seem to be collateral for

both the bridée Jocan and the

Schedule TIR-4.1
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MR. DOBSON: We had an interest rate
swap -- are you talking about the breakage?

MR. ROBERTSON: All you calied it, you
called it an interest rate swap in your
response to the DR, and it didn't identify
what that was. You said you used the money,
the proceeds to retire ncen-regulated
cbligations for two synthetit leases and an
interest rate swap, in éddition to a
non-regulated powerltolling agreement.

MR. DOBSON: I—do'recail now. What we
did is we had also hedged the interest rate
related to these peaker debt with an interest
rate swap. That swap was out of the money by
the tune of about 17.8 million, I think, and
we also had to pay that off too.

MR. ROBERTSCN: Okay. That's great. I

.just want it clarified that that 364-day

bridge loan has nothing tc do with the
request or applicaticn that you're seeking
from the commission in this state.

MR. DOBSON: That's correct.

MR. ROBERTSON: Other than the IPPs have
some collateral implications.

MR. DOBSCN: That's correct.

Schedule TIR-4.2




DATE OF REQUEST:

DATE RECEIVED:
DATE DUE:
REQUESTOR:

QUESTION:

AQUILA, INC.
CASE NO. EF-2003-0465
DATA REQUEST NO. OPC-1013

May 14, 2003
May 14, 2003
June 3, 2003

Ted Robertson

g R
S N B
o Ry

Please explain in detail what Aqguila plans to do with the monies remalnmg from the
Australian sale after the bridge Ioan is paid.

RESPONSE: -

Upon the closing of the Australian sales process the Company will receive approximately

.$445 million of net proceeds. The bridge loan is currently drawn to its full avaitability of $200

million. Foliowing the completion of the Australian sale the Company will repay the $200

ATTACHMENT: NA

_ million and add approximately $245 million to its general liquidity balance.

ANSWERED BY: Randy Miller

Yy

SIGNATORE OF RESPONDENT

JuL 25 7083
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DATE OF REQUEST: June 4, 2003 / N : - o
DATE RECEIVED: June 4, 2003 R
DATEDUE: June 24, 2003

REQUESTOR: Joan Wandel

“AQUILA; INC.
. CASE NO. EF-2003-0465
.DATA REQUEST NO. MPSC-40

QUESTION:

Please describe in detail how the Company proposes to piedge the assets for the 3-year
Term Loan once the Canadian properties are sold under the following scenarios, including but
not limited to the method of allocation, the exact dollar amount of regulated assets pledged by
state and the doliar amount of any non-regulated assets being pledged and the percent of
regulated assets pledge by jurisdiction and the percent of non-regulated assets piedged:

All five states give a blanket approval of the use of regulated assets to secure the 3-
year Term Loan in its entirety. -

" Only Missouri, Kansas.and Colorado approve the use of regulated assets to secure

the 3-year Term Loan in its entirety. -

Only Colorado, Minnesota and lowa approve the use of regulated assets to secure
the 3-year Term Loan in its entirety.

All five states approve the use of regulated assets {0 secure the 3-year Term Loan
but the assets may enly be used to secure the portion of the loan that has been
desrgnated as neaded for domestic regulatory operations, i.e. the $250 million portion.
Only Missouri, Kansas and Colorado approve the use of regulated assets to secure
the 3-year Term Loan but the assets may only be used to secure the portion of the
loan that has been designated as nseded for domestrc regulatory operatrons i.e. the
$250 million portion.

Only Colorado, Minnesota and lowa approve the use of the regulated assels to
secure the 3-year Term Loan but the assets may only be used to secure the portion
of the Ioan that has been dessgnated as needed for domestic regulatory operations,
i.e. the $ 250 million portion.

Kansas and Colorado give blanket approval o pledge their regulated assets as

coliateral for the 3-year Term Loan and all the other three states approve the use of
the regulated assets to be used only to secure the regulated portion of the Term
Loan, i.e. the $250 million portion.

Colorade, Minnesota and lowa give - bianket approval to pledge the regulated assets
and Missouri and Kansas give approval to pledge the reguiated assets only for the
regulated portion of the 3-year Term Loan, i.e, the $250 million portion.

Only Missouri gives approval for the regulated assets to be pledged for the purpose of
securing the regulated portion of the 3-year Term Loan, i.e. the $250 million portion,
and all the other states rule against the respéctive applications.

Only Missouri approves the use of the regulated assets to secure the 3-year Term
Loan in its entirety.

RESPONSE:

S 2 20
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The Company is reguired by the Term Loan documentation to use'its commercially
reasonable efforis to obtain the approvals necessary to pledge its regulated asseats as
coliateral, and then upon receiving the necessary approvals, promptly cause the additional
property to-become subject to the lien of the First Mortgage Bond Indenture. The Company
must pledge (via a lien under the First Mortgage Bond Indenture) whatever regulated assets
are available as security, i sorne states restrict the amount while others allow all of the
assets into the security package, then Aguila can only pledge those assets for which it has
approval, - ' . -

If the Company receives the necessary approvals, it cannot voluntarily choose to scale back
the assets pledged from a particular state in order to “secure a portion” of the loan.,  If
there are states that deny the Company's request, Aquila will continue to provide working
capital to those state operations, but can only do so based on the support rendered by
-those states that allowed assets to be pledged. . If all states prohibit asset pledges, then itis
possible that the ultimate size of the facility available to support Aquila’s regulated
pperations could be adversely impacted.

While our response to this. request has not specifically addressed each scenario listed
above, it does explain the relevant factors that will influence or dictate an outcome for each
scenario. Without knowing how each state will react to the Company's application, it is
difficult at this point to address the above scenarics in any more detail. However, as
described in Mr. Dobson's testimony, it is Aquila's position that reguiated collateral will be
used to support regulated working capital requirements (i.e. $250 million) and nonregulated
“collateral will support nonregulated working capital requirements,

i

ATTACHMENT: NA

ANSWERED BY: Mike Cole

Schedule TTR-6.2
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"MR. FEATHERSTONE: This is Cary. Would

© this be an item that could be thought of as,

to use your term, ring fencing? And by that
I mean if you need to have $250 million of
working capital, it seems like you could
pledge $250 million of assets to accomplish
that, but because of your current financial
stress that you have to pledge in excess of
that amount by 1.67. So it would seem that
this is an item that relates to the
non-regulated coperations impacting the
regulated operaticns. If I'm missing
something

MR. EMPSON: I don't know if I can agree
with that, Cary. To me, I liken it more to
going out for a mortgage on my house.
Typically, if I have a 300,C000-dollar house,
they won't loan me $300,000 to pay off - or
to borfow on my home.- They 50 something less
than that.

In this case what they did was set up a
collateral ratio to give themself some
cushion, and they have a lower collateral
ratio when you're dealing with utility

property bescause they believe the value is

Schedule TIR-7.1
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closer than they did on the non-utility
property. . So to me, it is more
representative of what the lenders would
typically require for a cushion on the
collateral value in case they would have to
liquidate.

MR. DOBSCN: That's exactly right, Jon.
That's exactly what the market is right néw
for utility type collateral.

| MR. WILLIAMS: This is Nathan Williams.
I want to go back to Rick and the 170 million
and the 250 million-decllar figures. The
difference of 80 millioﬁ, and you attributed
part of that to the difference in the credit
rating and alsc to natural -- tc gas prices.
Can yeou do any quantification as to those
aspects and in particular the credit change?

I1'm not going to tle you down Lo some

tight figure. I'm just wanting to get some

ballpark idea.

MR. EMPSON: Beth 1s looking it up on
her computer right ncw to see if she can find
ig.

MR, DOBSON: I would say.this without

actually saying a number. The gas price

Schedule TJR-7.2
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MS. WANDEL: OQkay. The next guestion,
then.. Could you address any'further the
effects of bankruptcy, that bankrﬁptcy has on
secured debt and assets?

MR. EMPSON: I'm not sure the effect

- bankruptcy has on secured debt and assets.

Rick?

MR. DOBSON: Based on my knowledge,
which is fairly limited, all it doces is
change the order of the creditors when they
get in line fo gét what liguidation proceeds
are available. So instead of everybody
sharing eqﬁally, the people that are
collateralized will take the first bite and
get basically, if there's enédgh cash, all
their money back} and then the remzining
unsecured creditors comé in and share what's
remaining equally.

S0 it does change how much you get. 5o
somebody may get their full piece of pie if
they're collateralized and may reduce the
pieces of the ple everybody else gets versus
everybody will share the pie equally
otherwise. But nothing else changes.

MS. WANDEL: Okay. The next guestion'is

Schedule TIR-8
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DATE OF REQUEST:

DATE RECEIVED:
DATE DUE:
REQUESTOR:

QUESTION:

AQUILA, INC. -
CASE NO. EF-2003-0465
DATA REQUEST NO. OPC-1004

May 14, 2003
May 14, 2003
June-3, 2003

Ted Rt_ibertson

Please provide copies of all data request/interrogatory questions received from the state of

Colorado regulatory staff{s), and all other intervencrs in Colorado, regarding Aquila’s

reorganization activities, and the encumbrance of Colorado assets. This is a continuing data
request; please update your response on a weekly basis.

RESPONSE: Please find attached questions from the state of Colorado

ATTACHMENT: GColorado Data Request

ANSWERED BY: Mark Reed

Schedule TIR-10.1
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Re:gafd;ng section 11, page 6 of the application:

1. Please descnbe how securing a Workmg capital facility will contnbute to the provision of reliable service in
Colorado.

2. Please describe how not approving this application would be detmnental to the provision of rehable service in
Colorado.

IApplication - Section-11 -- Page 6 — Last Paragraph and Page 7 — Beginning. of First Paragraph
“While it has been several years since Aquila pledged its assets to obtain additional debt capital, Mr. Dobson’s
estimony and the supporting exhibits (Exhibit A) demonstrate that the use of secured loans is common among utilities,
and the amount of the Company’s secured loan is consistent with the amount of secured loans of other utilities. As
explained by Mr. Dobson’s testimony and exhibits, pledging utility assets does not increase the risk to ratepayers, as a
'S;tility’s assets are always available to-debtors. The act of securing debt with utility assets is primarily a tool to improve

e position of lenders over general creditors. Thus, it is important to the issuers of debt, but does not increase the risk
for the ratepayers.

l As the attached testimony by Jon Empson (Exhibit B) explains, to assure that ratepayers are not harmed as a
esult of Aqguila’s current conditions, the plan contains the following provisions: ...”

.3 Based upon the above excerpt please explain why Mr. Dobson, in his Exhibit B, offers a-plan to assure that
ratepayers are not harmed.

lqpphcatwn-Sectlon 14 ~ Page 9 - Third line

“Third, 1t is only fair that, since the working capital is needed to support the day-to-day operations of all Aquila’s utility
perations, then all of Aqulla s assets should be part of the pool.”

l4.: Please define the “ciay-to-day operations of all of Aquila’s utility operations” as it is used above.”
. Please explain how the “working capital is needed to support the “day-to-day operations of all of Aquila’s utility -
perations
General:

l6. Please describe the relationship between successful refinancing and Aquila’s ability to maintain or improve its
lervice or facilities. :

. Please describe the relationship between approval of this application by the Commission and Aquila’s ability to
l’naintain or improve its service or facilities,

Schedule TIR-10.2
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o ' FILE GOPY
“AQUILA, INC. - R
CASE NO. EF-2003-0465

DATA REQUEST NO. OPC-5006

- DATE OF REQUEST:  June 4, 2003

' DATE RECEIVED: '_ June 4,.2003
DATE bu_E: | June 24, 2003
REQUESTOR: Douglas E. Micheel

QUESTION:

Re: OPC DR 1004, please provide the responses to Colorado data requests 1 and 2.

‘RESPONSE: There were no formal responses prepared for these guestions. The

Company met with the staff and discussed the questions orally.

ATTACHMENT: NA

ANSWERED BY: Mark Reed

Schedute TIR-1]
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Decision No. RO3-0694 .
BEPORE THE PUBLIC UTILITIES COMMISSION OF, THE STATE OF COLORADO

DOCKET NO. 034-1775EG

IN THE MATTER OF THE VERIFIED APPLICATION OF AQUILA, INC. FOR AN ORDER

' AUTHORIZING A PLEDGE OF, AND THE CREATION OF LIENS ON, ITS ASSETS
I OCATED IN THE STATE OF COLORADO IN ORDER TO SECURE LONG-TERM DEBT.

RECOMMENDED DECISION OF
ADMINISTRATIVE LAW JUDGE
- DALE E.ISLEY R
APPROVING STIPULATION AND =
SETTLEMENT AGREEMENT

~ Mailed Date: June 20, 2003
L STATEMENT. FINDINGS, AND CONCLUSIONS
1.

The capiioned application of Aquila;lnc. (Agquila), was filed with the Colorado
Public Utilities Commission (Comimission) on May 1, 2003. Public notice of the application was

given on May 5, 2003, when the Commission issued its Notice of Application Fﬂed.

2. A nmely mtervmnon Was ﬁled in this 1:»mc<=:edmtT by the Staff of the Colorado

Public Uhll‘ues Comnussmn (Staff).

3. The matter was originally set for heaﬁng on May 23, 2003, However, the heariﬁg

was subsequently rescheduled to ime 17, 2003, at the request of the parties. . See, Decision

No. R03-0557-I, That decision also estabiished a procedural schedule governing this case.

4,

- (Stipulation) along with a Joint Motion to Appmvé" Stipuletion and Sefilemnent Agrcémam, o

Vacate Remaining Procedural Dares, and 1o Waive Response Time (Motion). The Motion

mdicared that the parties had reached an agreerpent setiling ail disputed issues in this matter

Schedule TIR-12.1
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: - _ Before tho Puﬁlic Utilities Commission of the Staze of Colorado
Decision Ng. RE3-0694 ’

- DOCKET NO. 03A4-177SEG -

more particularly set forth in the- Stipulation, a copy of which is attached to and made a part of

this d=cision.

5. OnTuze 10, 2003, those portions of the Motjon requesting that the June 17, 2003,
hea:ing-datc and the previously estab]ished procedural schedule be vacated, that any hearing to
be condusted m connecton with the St1pulatmn be held on Junme 17, 2003, and that tht: rcspcns:_

ime Lo the Motion be waived, were granted See, Decision No. RO3- 0E32-1.

6. A hearing was held in connection with the Stipulai‘ion on Jﬁnc 17, 2003,

Appesrances were entered on behalf of Aquﬂa and Staff by the:r rez;pectwe counsel, Aquﬂa
presented tegtimony in support of the Stipulation Fom Jon Empsou, its Senior Vme Pres1de:nt
Regulatory, Legisiative, and Gas Supply Services, and Beth Armstrong, its Chief Financial

Officer 'for‘ Domestic Utility Operations. Esic Jorgensen, ons of the Comuission’s Fiz;anéial

Stipulation; Exhibit 2, the pre-filed direct testimony and exhibits of Rick Dobson, Aquila’s
Senior Vice President and Interim Chief Financial Officer; and Exhibit 3, Mr. Empson’s pre-filed.

direct testimony and exhibits, were marked, 6ffcred, and admitted into evidence.!

7. By this application, 'Aquila secks a Commission order authorizing a pledge of, and

the creation of liens on, its assets located in the State of Colorado in order to secure the payment -
of a $430 million three-year term loan (the Loan), and to secure future replacement debt

offerings for working capital requirements not © exceed $430 million®> The Loan is designed

! Mr Dobson and M, Empeorn’s. d.lrect testimony and exhibits wers cnnrm&uy fled § m :’:us ™Taner on May |,
2003, aleng with the appication

* The Loan was closed on April 11, 2003, pursuaut to uthority previously granted by the Corgmission in
Degcision No. C03-0299 in Docket No, 03A-0715EG.

Schedule TIR-12.2
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DOCKET NO. 03A-1775EG

o provide Aquila with sufficient 5hdrt-tcn:n liquidity to implement the provisions of a Debt

Reduction and Financial‘ Plan (Financial Plan). The Financial Plan ’the: sPecichs of which are set

forth in Confidentia] Exhibit 1 of Mr. Docbson’s pre-ﬁled testimony (Hearing Exhibif 2), is '

designed 1o restructure, retire, or replace existing Aquila debt by, améng othcr things, sclling

certain asscts and buying out certain tolling contracts. The ultimate goal of the Financial Plan is

to.renun Aguila to 2 capital structure reflective of a gas and electric utility and to restare its deht

rating to investment grade.

8.

Nebrasks along with 2 pledge of the capital stock of the bolding compeny of Aquila’s Canadian

utilities. Howevcr; the proceeds from any sale of Aquila’s Canadian assets must be used to repay
the Loan. The resulting loss of the Canadian collateral as Setruﬁty Vfog_ the Loan would render the
| utility assets in Michigan and Nebraska insufficient to support thé Loan under collateral
pﬁnc’ipies; used by Aqﬁila’s imding msntunons This, along with the probable need to replemish
the Loan back to the $430 Imllwn leve] an;i to post sufficient collateral for such borrowing, isr
one reason for Aquila’s need to secure Coioracio utility a_sséts (as well as ﬁose in other states) as

additional security for the Loan

9, In addiﬁon,.Aqxﬁla believes that its utility assets should 'suppoﬂ the working

o Ga.plTﬂl reqmrcmcnts for its ut:ihty opcratwns It has determined that appromately $250 pnllion

~. of the Loan is needed to support the ongomg warlcmg capital requirements of its domestic niility

business. Sea, Confidential Exchibit 3 of Mr. Dobsou’s pre-filed testimony (Hearing Exhibir 2).

The remaining $180 million supports its non-regulated businesses. Aguila is separating the Loan

* In addition to the Colorado apphcanon, Aquila has applications peading with four or.har smies (lowa,
Kansas, Minnesotz, and Missourd) seeldng approval to pledge utility assets 1o secure the Laan

Ly
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‘and collateral into these two corponents to ansure that its utility customers and its regulated

utility assets are not supparting its non—uﬁlify debt reqtﬁremént_s. This will be ac‘cpmplishéd by
- Aguile holdmg the Loan funds at the corporate level "and- charging its subsidiaries 2 BBB
inv'esm_lcﬁt grade uﬁlit}',r injerest .rate. for their nse of S;]Ch fimds when needed for wo;king capital.
The difference between the investment grade financing cost and the actual .cost of the Loan will
"‘tize ret.ained-ai the éorporatc level.: Again, this is designed to ensure that thére will be no adverss
- impact to Aquila’s utility cﬁstoﬁem from the non-investrgent grade ﬁﬁmbing charges to be-paid
by Aquila on the Loan. ' | |

10.  As additional support for the application, the-borrowing rate on the Loan will be

reduced from 8.75 percent to B percent if it pledges additional utility assets as collateral.

11.  The significant texmus of the Stipulation are as follows: (1) Aquila’s agreement 10
use é.h‘ypothetical capital structure for fiture clectric or natural gas rate cases relying on a test

year containing all or a patt of .2003, 2004, and 2005; (2) Agquila’s agreement to usb the proceeds

- of the actions described in the Financial Plan to reduce debt and other financial obligations on its

‘nonp-reguiated and non-domestic utility operations, subject to cash working capital needs;

(3) Aquila’s agreement not to start any new unregulated business ventures; (4) the parties’
agreement to defer Aquila's request to extend or “roll-over” the pledge of Colorado utility assets
to secure future replacement long-lerm debt offerings for %voﬁd.ng capita] requirements not to

gxcesd 3430 million wotl after the dispo_sitién-cf similar applications in lowa, Minnesoté, :

. Kansas, and Missourd;* (5) Aquila’s agreement to comply with various reporting requirements

designed to ascertain its progress in implementing the Financial Plan; (6) Aquila’s agresment to

* In order 10 accommodare the deforral of this portion of the application, Aquila reqﬁests 2 waiver of the
starutory deadiines imposed by § 40-1-104(5), C.R.S.

Schedule TIR-12.4
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provide notice of material deviations from the Financial Plan, violations or defanlts relating to
the covenants i its indcnmrcs_. the Loan, or orders issued by other stares ajpproving'ihe ialédge of
assets to securs the Loan; and (7) Aquila’s agreement to comp]y- wifh' various reporting

" Tequirsments rclating io the quality ofits naniral gas and electric utility service.

12. The witnesses appearing &t the hcan.ug clanﬁed certain portions of the
Sﬁpulauon Specifically, Mr. Empson clarified potmual confusion concerning paragraph 11 of
the Sﬁpulation whe;e'm the pa}-ties request that a ruling on a pertion of -the applica_m‘on be
defe;red: As filed, the appﬁcation requested the ability to extend or “roll-over” the asset pledge |
to be secwred in connection with the Loan for the purpose of securing ﬁtmc répla.cemmt Jong-
term debt offerings for working capital reqtﬁ:cm;ﬁts"not to excesd $430 miﬂion. Mr. Exﬁpson
explained that the “extension” and “roll—ofrcf’ tcrmiﬁology used in paragraph 11 refers to the
possible extension of the Loan beyond its tbree-fear term with Aqﬁﬂa_’s current lenders. The
parties bavcrag.reed to defer the issue of whether COloradb utility asgets can be plcﬁged to securs
such an “emensiqn” or “roll-over” pending thaldisposition-o’_ﬁ; similar applications by the other
states refermred to in paragraph il. Appm'v:al of the Stipulation would, bowever, allow Aquila to
pledge Colorade éssets in connection with “replacement” debt not to exceed $430 million within

the three-year term of the Loan. Mz Empson, explained that such a debt offering would

constitute an entirely new loan with different lenders than those issumg the Loan. Mr. Empson’s

interpretation of paragraph 11 was confirmed by the Staff’s witness, Mr, J OTgensan.

13. Mr Empson also clarified that the reporting requirements contained in

paragraph 12 of the Stipulation are 1o contimus for the full period eocompassed by the Financia)

Plan; that under paragraph 12.a. of the Stipulation Aquile intends to provide updates to the

Financial Plan; that under paragraph 9 of the S_I:Ipulatio:i'it is Aquila’s inteqt to use the procseds |

Schedule TIR-12.5
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- of the actions described: in the Financial Plen to reduce debt relating to its non-regulated and nox-

‘domestic wiility operations (subject to cash working capital nmesds); fﬁa; the term “scheduled
milestone™ wsed in pafagraph 13.2. of the Stipulation refers to the dates contained in the table
shown on page 11 of the Fmanmal Plan, that the term “E:Xpar.‘ted value” used in paragraph 13.a.
of the Snpulanon rcfers to the esuma.‘ccd proceeds to be realized from the sale of ccrﬂam assets as
described in the Financial Plan; that the reporting requirements set forth in paragraph 15h.3)
and i*'.r) of the Stipulation are in additién to ﬂmsa that mé,y be imposed. by the quality of ﬁervice
plan'to be dcvcloPed in connection with Aquila’s Phase I clesmic rate case in Dockat No. 028-
394F; and that the “ﬁ:st re:pozt" reportmg requxremcnt imposed by paragraph 15.¢c. of the
Stipulation is to be provided within 60 days of Commission approval of the St:tpulanon
Mr. Empson also confirmed that the “separation” of. Fegulaied ~atility debfc/a.sscts from non-

regulaied debt/assets discussed above ensures that Agquila will not be using Colorado raiepayer

funds w0 subsidize its nbn-rcgulatéd activities in violation of § 40-3-114, CR.S.

14, Ms. Amsirong clarified the reporfing requiremcnis jmposed on Aquila by
paragraph 12.2. of the Stipulation and, specifically, the mamner in which the format described in

Attachment A of the Stipulation will facilitate those reporting requirements.

15, M Jorgensen testified that the concerns with the application 'previously

expressed by Staff in its intervention were fully resolved by the Stipuladon. Specifically, he

‘indicatcc.l that Aquila’s agreement to use the hypothetical capital structure called for by the

Stipulation and ifs mtent to sepearate regulated wtility debt/assets from non-regulated debt/assets
for thc imrpo’s& of a}locating fimance costs would ensure that the requested pledge of Colomdo
uuhty assets would not negattvely impact the mtes pzud by Colorade ratepayers. Nor, under

these. circumstances, - would authorizing the pledge of assels result in the use of Colorado

G : : Schedule TIR-12.6
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ratepayer fu;.zds to subsidize its non-regulated activities in violation of § 40-3-114, C.R.S. He

virasl 2150 safisfied that the reporting requirements mmposed oo Aquilz by the Sﬁpmﬂ&ﬁén would:

ansure that'approﬁal of the requested pledge of assets would not negatively impact the adequacy

- and reliability of Aquila’s Colorado regulated wutility service. He also indicated that, as a

practical f_aatter, the relaiively short ume period for impiementation of the Fiﬁancial Plan
mitigated against many of the ;o:icams rgiséd by Staft: in its intervention.

16. The parties be.lie;re that gremting the application, subject to the terms of the
Sﬁ;pulation, is in the publc interest. Having reviewed the Stipulation, the applicatiozn, the pre- -
filed testimony and exhibits submitted by Aquila in this matter, and the testimony presented by
-the perties.at the Eearing; the undersigned sgrees. Subject to the conditions contained in the
Stipulation, approval of the piedge of Aquiia‘s Colorado utility sssets.to securs the Loan will
greatly assist Aquiia’s éﬂ'orts to implement the Figancial Plan and, wltimately, should serve to .
retumn it to a capital structurs reflective of 2 gas and sjectric utility and to restore its debt rating‘.té :
investment prade. Aquila's agreernent 1o use t’ae hypotherical capiral _st;:ucturc called for by ;chc
Stipularion aund to sei:amte- regﬂated utility debt/-a:swts from noﬁ-regulated debt/assets for the

purpese of alla;aﬁng finance costs cnsure that the requested pledge of Colorado uiility assets

will not negatively impact the rates paid by Colorado ratepayers. These measures will also

ensure that the requested pledge of assets will not result in the use of Colorado ratepayer funds to

subsidize Aquila’s non-regulated activities in violation of § 40-3-114, CR.S. Finaily, Aquila’s

compliance with the reportmg requirsments imposed by the Stipulation will serve to ensure that

- the pledge of assets will not negatively impact the adequacy and reiiahility; of Aquila’s Colorade

regulated services, It is found and concluded, therefore, that tBe Stipulation is iIn the public

interest and should be accepted and appréved.

gehedule TTR-12.7
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17. Pln'mwnt to § 40-6-109, C.R.3., it is recommended that the Commission eﬁter—the -

following order.

"II. ORDER

A, - The Commissioﬁ Orders 'I‘haf: , _
1 The Stipulation and Sertlement Agreement filed bf Aqﬁila; Inc., and the Staff of
the Public Utilitics Conunissi:cui on Juue 6, 2003, is accepted and approved ﬁmout madification.
The Stipulation and Settlement Agreement, 2 copy of which is attached ﬁcreto 28 Appeﬁdi_x A, is
iucnrpnréted into this Order as if fully set foﬁl hs;éin.

2. Subject to the terms and conditions sat forth in the Stipulation and Settlergent -

Agreement, Aquila, Inc., is hereby authorized to pledee and create lien_.é on its assets Jocated in
the Staie of Colorade in order to secure the payment of a $430 million tbree-ﬁear term loan and
1o secure the future Ieplacmént debt offerings for working capital requirements not to exceed
$430 million. | |

3. Aquﬂé, Ine, is he:éby granted & ’waiver of the cieadline;: imposed by § 40-1-
104(5), C.R.S., with regard 1o the deferral of a Commission decisiqx; in connection 'with.that
pordion of the @pﬁcaﬁon réff:ﬁed to in paragraph 1l of the Stpulation znd Setflement

‘Agreement.

4. The parties shall ﬁompl}f with all the texms of the Stpulation and Scitlement

Agrecment.
5.  Trke Commission shall retain jurisdiction of this proceeding and take such action

and enter orders as may appear neceasary to.efsctuate this Order.

Schedule TIR-12.8
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6. This Recommended Decision shall be effective on the day it becomss the

Decision of the Commission, if that is‘j:he vase, and is entered as of the date above.

7. As provided by § 40-6- 109, C R.S copies of 'Ehls Recommended DBCIS]OJJ. sha]l

" be served upon. the partics, who may file excepnons 1o it.

- 8) If no exceptions are ﬁlc‘d' Withiu 20 days after service or within any extended

period of time authorized, or-umless the decision is stayed by the Comnmission upon its own

motion, the recommended decision shall become the decision of the Commission and subject to

the provisions of § 46-6-114, CR.S.

b) If a party seeks to amend, modify, annul, or reverse basic findings of fact in its

: cxccptioﬁs that party must requast and pay for a transc:ipf to be filed, or the parties may

stipulate to portions of the tra:::snnm according to the pro(.edure stated in § 40-6-113,,CR.S. If
1o tramscript or stlpu.tanon 15 filed, the Cominission is-bound by the facts set out by the

administrative law judge and the parties camnot challenge these facts. This will limit what the

Commission can review if exceptions are Hled.

- 8. If exceptions to this Decision are filed, they shall not exceed 30 pages in length,

valess the Commission for good cause shown permits this limit to be exceeded.

Schedule TIR-12.9
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| : o THE PUBLIC UTILITIES COMMISSION
(SEAL) OF THE STATE OF COLORADO
DALEE. ISLEY
. Administravive Law Judge
ATTEST: ATRUE COPY
Bruce N. Smifth
Director
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BEFORE THE PUBLIC UTILITIES COMMISSION OF THE ST?&I*E-‘OF@@I&ORADO
?{} ﬂJUH 5 P
DOCI{ET NO. 03&-‘17735(3 . o ‘ ‘ il 9 .

N THE MA’I‘TER OF THE VERIFIED APPLICATION OF AQU]LA INC., FOR AN OFDER

. AUTHORIZING A PLEDGE OF, AND THE CREATION OF LIENSON, I’I‘S ASSETS

LOCATED IN THE STATE OF COLORADO IN ORDER TO SECURE LONG-TERM DEBT

.- “oF
STIPULATTON AND SETTLEMENT AGREEMENT B ' ..t”'

- Agquila, Inc, {Aquile or fae Company) and Staff of the Cdlofa;do Public Utilities
Qommj#sion (Staff), by and through thetr reslaécti"re undersigned counsel, and for good and
valuable consideraﬁcn, enter into thlS Stipula:blon and Settlemaﬁt Agresment (Agreement) to
snpulata and to settle 2l disputed issues regardmg Aqmla s Verified Apphication for an order
amhonmng a pledge of, and the creabon of hws on, its assets located in the State of Colorado in
order to secure long-term debt. Aqmla and Staff (collccﬁvely, Parties) respectfully submit that
thiz Agreerment is just and rca.écnable that it results ix 2 fair disposition of this docket, and that,

therefore, the Colo:ado Public Utilities. Commission {Commission) should approve the.

. ‘ {%“\r W"r" R .
Agresment wifhout hearing. o . | ﬁgfﬁ—w AR )
| | i )

5
INTRODUCTION

1. On May 1, 2003, Aguiia fled the Application for an order mlEERE
of, and the creation of ens on, its assets located in the State of Colorado in order {o seoureie
_Iiaymént of 2 $430 millien three-year term loan and to seenre the fiture Teplacement debt

offerings for working capital requirements not to exceed 3430 million. Entering into the $430

- mi]}icn term 1oan and the éecuﬁtimﬁon of the loan with demestic utility assets required by the

lenders, was a critical frst step to ensure that Aquila has sufficient hquldsx.y in the near terry, 50

Scheduale TIR-12.11
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"

that A«quila can cénﬁnue to implement the final steps. of %@ﬂa’s Debt R.eduaﬁon and
' ' Regtructuring Flan tFinancial Plan). The ultimate goal of Aquila's Finar;cial Plan is 1o return the
l | Coﬁpaﬁy-m a capital strﬁcmra réﬂccﬁve of é gas and alectric; utility and toi résto&é its debt rating
to Investment grade - This goal reQﬁﬁes the restructuring, ‘réﬁmmen’c, or Teplacement of existing
debt. Subj Ect:to obtaining pezmission from the varioué state regulatory cornrnissions, includfng
“this Commission, the rcplacemeﬁf debt referenced in this Application will be seoured ;by a
coll;aterai pool that will incude Aqxﬁla’s ntility éssets, including utility asssts located in
Colorado. o |
2. | This A.pp]icaﬁon is one of five (5) appﬁéaﬁons that wers ﬁle& coneurrently by
Aamlam the States of Colorado, Iows, Kansas, MJJ:meso%:a and stsoun to sscurs regulatory '
:-:nnmval for Aguilato pledge a1l of its electric and natura] gas uultty assets located those stat&s.
in order to secure the payment of the $430 million thres—yfsa:r term loau and to secure the future
replacemnent debt offerings for ﬁoﬁd.ug capi-tal raquiraﬁzezits, 'ﬁot to é‘cceed $43-D miliion. Af the
presm:ut Ume utility assets in Michigan and Ne‘braska and certain Camdlan utility assets
primarily secure the $430 million termm loan, Aguile has determined mtcmally that about $250.
wmillion of the $430 million 18 nesded to support the'ongoing Wuriging capital requirements for
“Aguila’s domestic utility business. Howe\kcr, based upon the cblla’céral principles used by the
lending institutions, tha assets in Michigan and Nebraska are not sufficient in value to support a
$430 miilion loan Therefore Aguila had to use the Canadian investment both to support the
reraining 3180 mi\l]ion portion of the loan and 1o fill the gap on the requited collateral for

Agnila’s $250 million domestic utility working capital reguirement,

3. The financial insﬁmﬁons only reguired Aquila to have pledged sufficient assets in

totzl 10 secure the $430 million loan. The entire $430 million is available 1o Aguila, and the

Schedule TIR-12.12
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credit facility doss not “break cut” portions of the foanona state-by-staia basis, In comphancc

with the tsnns of the: loan, Aqmla reust pledge suffcient collataral to secure the credit facility uo |

I ' to i full amount of $430 million. The determination by Aquila itself that §250 tm]lmn of the
S&éo-miﬂim amount is reguired for ifs fiture domestic ity ca'sﬁ %«oridhg capital needs was
based upozi Aquﬁé’s Iﬁsta:ical. an.d an‘ti{:ipaied domestic utility w-erldng cash naéds; At[uila has
sepaza’ced the loan and collatsral to ensure that the utility customers and asscls & are ot suppomng
the nog-utility debt requirements. Itis Aquila’s mtent to raintain apmpex ahg.nmmt cf

domestic uﬁhty collateral with domestic utility ioannee_ds amd nen-domestic vfility and non~
regulated business collateral with their lozn needs. The Cormmission’s approval of this

Agrestnent and the Application will greatly conmbute to Aqui]'.'a’s snccess in imble:ﬁe:nting its
Financial Plan. |

4, OnMay 4, 2093, Aquila caused aNoﬁce concmmng the filing of ﬂ:ns Apphcaﬁon

to be pubhshed in The Colorado Spmngs Gazetie anﬁ in The Pueblo C'fzzgﬁam newspapars of
- general or local czrculat;on in Aquila’s service area. That Notice indicated that the pledge of
Colorado assets was needed to seoure the payment of 2'$430 million tern Joan issued by Aquila
purstiamt to authority gramad by the Commission on March 25, 2003 i Doc}..et No. 03A-
-07 1SEGby Decision No. CD:-OZQQ to secare futire replacemcnt debt offermes for working
ca:pital; req uirements in 'amomrts not to exceed $430 million. C‘m May 5,"2003, the Commission
issued its Wotics fhaf the application izad been fled.

3. On May 15, 2003, Staff filed its notice of intervention and eniry of appezrance

Aquila and Staff are the only parties to this docket, Since ths Gate of the filing, Staffhas

conducted 2 thorongh review and investigation of the filing and the supporting testimeny and

[$3]
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exbibits. Aquila and Staffhave also conducted extensive discussions and settlement
| : . : _ S

negotiations.

6. Staﬁ: and Aquila agfea that the Applicaﬁon should be granted, inclading the terms

‘and conditions to whlch the partlcs agree herein. They also agree that the appmval of this

Agreenzent i3 just, reasousble and net contrary to the public interest.

7 Aquilé and Stai‘f agree that the terms of this Agraamant shouid be inciude& in thc

Commission’s demsmn granhng ﬂus A;;phcamn 2s terms and conditions of appmvsl of the
Application and 'th‘“ rehﬁf requested therein.

- 8. Aquilg agfees that, in future glectric or patural gas rate cases relying on a test year
ccntajﬁﬁg all or a part of the vears 2003, 2004 and 2005, it will use 2 hypothetical capital
strachme. In ﬁ:atﬁrefélact‘ic-mta_cases the capital st;:ucturc used in Docket No. 028-594E of
47 5% equity and 52.3% debt_wﬂl‘ne_ﬁsed. n ﬁltu’xe natural gas rate cases the hypothetical
capital structure of 50% equ}tryrand-SO% debt will be used. Aquil_ﬁ also agrees to maintain the

dsbt allocation and prcing ;_':wrocass deseribed in the Direct Tastdmony of Jon Emp#on, pages 2-5

structures and debt agsipnment provides Aquiia.’s Colorado wtility customers with ﬁnanciai
protection duriug this pericd of u—éns%tioﬁ-thmugh December 31, 2005

S. Aqmla agrees 'thatproceeds from the ac‘nons desc:nbcd in the Financisl Plan
should be used to reduce the dcbt and other ontstanding fmamcial habﬂmﬂs on Aqguila’s balance
sheet relarmg to the nourcgula.ted and nondomestic uu.uty operations. The recording of the

receipt of proceeds fom an asset sale transactwn an Aqmla s books of account will occur within

seven (7) business days of month snd, and after cash working capital needs are met Aqmla Wﬂl

Schedule TIR-12.14
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e
_ record the retirement of such debt from s books of acconnt w:thm seven (7) business days of
‘month end. Aquila will ﬁoﬁfy Staff of the appﬁcétion of the ﬁmds in the updates discusged

helow.

10.  Amuila agrees that duting the three (3) year time period refiected i3 the Financial

Plan (i.e. 2003 through 2005), A.qu:la will not sta:t aty new Imregxﬂated busmess wentures.

11. ~ Aguila and Staff agree tha:t Aquﬂa has a cntxcal need for Iong-tem: financial

stability so that reliable sew_ice to jts Colorado customers will contimue to bs provided, as Aguila
has done for ALY Years. Staff agrees to work With Aquil_a in the effort to ensure Aquila’s long-

term ﬁi;ancial stability as an operating uﬁli‘c_yﬁ:t Colorado. Tn the Application, Aquila requested

~ the ability to extend the asset pledge granted in tb&s docket to secure firture replacement long-

termn debt offerings for working capiial reqiirements not to excesd $430 million. Agquils would
prefer an agreement here to the extension or roll-over of the cumrent $430 million credit facility,
as Ibngias the same terms and conditions set forth in fhis Agreement and in the Commis:r-:é_on =

approval order in this Docket a’ré_ also adopted. However, Staff would prefer to defer 'any

. agreement to the exctension orroll-over of fhe current $430 mﬂhan eredit famh‘ry, as 1cnnr as the

game terms and condmons sct forth in this Agceement and in the Camssmn s anpmval order in

this Docket are also adopted, vntil after the four (4) other States (Iowa., Kansas, ancsota and
Missowd) have disposed of the pending similar ap;_)ﬁcaﬁans.- Therefors, Staff and Aquila agree

that the Commission in its Decision approving this Agreement showld not deny the extension or

rollover relief raquested in the Application. Rather, the dscision on that issue would be deferred

unti] Staff and Aquﬂa jointly ﬁle amofon i this Docket re'quésﬁng disposition of that isste
Aauila agrees to advise Staff within sé\{cn (7) busingss days of the eutry of final orders in each of

the four other state application of the isposition of those applicaions by the respective state

Schedule TIR-1 2.15
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cammons Wlthm forty-fve {45) days sfier A.qmla adwscs Staff of the disposition by the
' fourth state commission, Staff and Aquila wﬂl ﬁle an appropriate pleading with the Commission

qucsﬁng dzsposmon of the extensior or rollover rehaf requsstad-m-the Application. For
gurposes of spproval of this Paragmph No 11, Aquila waives the statntory limit of Colo, Rev

Stat § 40-1-104(5) cmly for purposes of detmmng the extension or rollover relief reqmested in
the App]manon._

12. ' Agquila agrees that, within fifteen (15) days after submitting its quarterly financial

repérts to the Securities and Exchange Commission (SEC), Aquila will file the following
financial reports m this Docket: '

a - Aguilawill submit 1o Staff any updates to the conﬁdanﬁal Financial Plan -

within ﬁﬂeen {(15) days of release of the updaied Financial Plan. Aquila wﬂl re:nort to’
Staff the pro gress madc past mlemsnhng the actions detailed in the Fmanmal Plan,
including the use of salcs proceeds to retire outstandma debt ar other financial haba.hties

through the Cash Flow Staiement attachment d.esr:xibed in Paregraph 120 below

b.  Adquila will submit a report, including Statements of Cash Flows. As paIt.

Investing Activities and from Financng Acﬁviﬁes between rcgnl;.tcd. and wregnlated
iterns, =nd among unreguiated items highlight and foomote the coﬁnponems_ of its
Financial Plan. To facilitate ths comparison of the Financial Plan Wrth the iteu:uizg:&
Stai_e:ﬁent of Cash Flows, the ftemized Statement of Cash Flows shall use comparable

items 2s are used in the Financial Plan. Attachiment A to this Agreement is the format for

this report to which Staff and Aquila have agrsed.

Schedute TIR-12.16
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Aquila agxeeé. to submit 2 notice report to Staff, via a confidential letter to the

—

13,

Chief of Fixed Utilities, wthm seven (7) business days, if any of the following ocour:

2 Material deviation from the Pinancial Plan. “M'&tezial deviation,” as nved
h_f:rcin, means either a schednled m:‘lestop: ocenss in excess of three (3) months from the
scheduled date for or':currence,' or a dollar amount received is more than iO%-less than en
expected valua.

b. Violation of event of default in (1) the covenants in Aguila’s indentures,

(2) the loan agreement for the April 9, 2003 $430.million long-tetm debt facility, or (3)
an order of anoﬂner state utility regulatory coromission epproving the p]edge of Aquila’s

assets 105ate.d in that state to-secure the $430 mllhon lomg-term debt fs.c:hty

c. Aqmla files for protecf:um of a fsderal bankrupicy court imder any chapter

of the federal bamkeuptoy laws. | \
4. In the event there is a bénb:lptcy ﬁllng, foreclosure, or liquidation involving
Aquila’s asssts IOca.téd in Colorado, or other need to transfer Aquila’s assets located in Colorado |
Aqm‘ia agraes to advise .Gther parties to any such acﬁoﬁs that ﬂaf: Colorado Public Utilities
Comn:ussmn would require the filing and approval ofan application w transfer Aquila’s assets

located in Colorado, pm'suant o3 Rule 723-1-55 of the Commmsmn s Rules of Pracncs and

Procedure (4 Colo. Code Regs, 723-1-35).

15.  Agquile and Staffhave agreed to the fdllcrwing relating to the devzlopment by

Aqﬁila-of a Colorado natural ges guality of service plan: !

a

Aquila agrees that during the three (3) year time period sreflected in the

Fiﬁancial Plan (f.e., 2003 through 2005), Aquila will confinne to maintain an adequate

7 Schedule TIR-12.17
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auahty of nam:ral gas end clcctno se:mcp g.)rcwded to its end-use customcrs in Colorado
as require¢ by the standards-set fm'th n the Colorado Pubhc Utilities Law, a5 to quality of
service to gas customers the Comrmissian’s rules regulating the service of gas ufilities (4
Colo. Code Regs. 123-4) and the roles governing gas pipeline safety (4 Colo. Code Regﬁ.
723-11), and as to qﬁality .of servics 1o n?léctdc customers-the Comm’:‘ssfon’s ﬁﬂés

regulating the service of electric utilities (4 Colo. Code Regs. 723-3).

b. Aquﬂa and Steff agres to address quahty of service issues by rewcwmg

key ou*;puts in four Ways

Vi) Staff’ will continue 1o review Aquila’s pezfnrmance and reporting
under the Tequitsments of the rules g@vcrnmg gas pxpelme safety (4 Colo. Code
Regs 723- 1.1) Unlike thc eleciric mdush'y thf: natural gas industry already has a
prascn"bad sst af mmnnum :eqm:emmts for Gpm:ators in areas such as ca‘thodlc
p:m‘t;c‘l;mn,leak survey, leak repair, odonzatmn, and varicus other aperaﬁonsl and h
maintenance activities. These standards are mendated under the Commission’s
rules goveming gas pipeline safsty‘(4 Colo. Code Regs. 72—3—5. 1) and Titlé 49, - |
Code of Federal Regﬂatmns, Part 152, and are andited on apenodlc basis by the

cnforcement staff of the Commission.

ii) | Aguila agrees to submit to Staff quarterly reports on natuia] gas
uhhtyqual.lty of Sm'icé. Thess reports will be based upon the mﬁn’thiy intétnal
veports currently nsed by Aquila’s senior management to monitor quality of
sawice;so that Staff mpay also ménitor the status of guality of service being

provided by Aquila to its end-usz natural gas customers in Colorado. Thess

! ‘ Aquila’s development of a qua!ify of service plan for its Colotado ratail electic utility operations was
addressed in the Settlerent Agreernent i Docket No, 025-394E, Phase T of Aguila’s electric general mte case, 2

Schedule TIR-12.18
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teports will inchide snch measures as defanlt ratio, meters read on tirne, nster |

reading error Tate, emlergency response greater than one hour, and unplam;ed

vutages.’ o

)  Aguila zgrees o subwrit to Staffona qﬁam:ﬂy basis ifs réports

cuxrcnﬂy used by Aquila’s senior management to monitor electric quality of

service. These reports will include measures such .—;-sl generating émtion base und
peak availability, generating station starting relisbility, CAIDL, SATDI, SAIFT,
mc‘ceré read on time, and default rs..ﬁ.o.

iv) Aquila agrccs to provide to Staff combmed gas and sleciric

measures for the centralized call canter ﬁlnctmn, such as average speed of
angwering ielephone calls.
c. Aquiia agrees. 1o provide the first report for ParagraphNo. 15(b)(3) through
(iv) above mthm sixty (60) d;'a.ys o‘f the Commission’s final decision approving this
Appli;::aﬁcn, and with the first submittal Aquila will also include three (3) years o-f
historical datd for each meés‘ui'e {when available), definitions of the measuras,- aﬁd the
metho&olﬁgf for @mﬂaﬁng the measiges. Aquila also agrees 1o respond to any
questxons raised by Staff ccncarmng these reports within ten (10) days of Aquzla. s receipt

' of the question. If Aqulla. n&cds additional ime to Iespond ioa s*ncmﬁc queston, it will

. so advise Staff, Aqmla agrecs to provide the reports syecmed in Paragraph No. 15(0)3),
Paragraph No. 15(b)(H), and Paragraph No. 15(B)(iv) to Staff during the three (3) year
#me period refiscted in the Finaneial Plav. Aquile agrses 1o an initial rﬁaeﬁng with Staff

within one himdred twenty (120) days of the Commission’s final decision approving this

Gecision on which is currently pending before the Comrmission.

Schedule TIR-12.19
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Applmaton to Teview and dis cuss the mztenzﬂs prowded by Aquila in accordancc with

Paragra.ph No. 15(b)(1) Paragraph No. 15(b)(if), and Paragragh No., 15(b)Ev).
d’.

|

Addmonally, Aquﬂa -and Staff egree to contmm discussing the quahty of
Aquila’s panral ges semc“ in Colorado for the purpose of determining whether the
revisw ami monitoring of the foregoing pas-related outputs are sufficientto dernonstrate a
legally adequate, lavel c;f quality of nafura] gas sexvice, or whether further collaborative

| discussions are required.ta devslop a formal application ta approve & quality of sci-_vice
pi'rm for .Aquila’s Colora.do natural gas operations. However, neither this paragraph nor
any other pxovmon of this Agreement shall be construed to prohibit Staff ﬁom

cormmencing any act:cm in the fiture that it desms necessary concerming Aq_mla s qnahty'

of service.

GENERAL STIPULATIONS

' 16.  Through active prehearing investigation and nagetiation, the Parties have reached

the agreement set forth hersin resolving all contested and disputed issues in this dacketina

manner which thc Parties agre a,_TL e 13 3ust and raasonable and in the vubhc. imterest. ’I‘he Parties.

htlgaimn is in the public mte:rest

17.  The Pames agres to prescnt, to suppors, and to defend this Agreement before ths

Commission and the courts, The Pmies further agree, if necessary, 1o present testimony aud

exhibits to the Commission o secure the approval of this Agresment.

18.  The Parties hereby agree that all pre-filed igstimony and exhibits shall be admitied

into evidence in this docket withont cross-examination. This Agreernent reflects compromise

and seftlement of all issues raised or that could have been raised in this dacket,

' Schedule TIR-12.20
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19,  This Ameu;entsﬁaﬁ aot becoﬁe effective until the issuance of 2 final -
¢ommissibn Order appro‘v'i?lg the Agreement, which Order does not contain amry ;:nqdiﬁca;ﬁoﬁ of
the terﬁs and conditions of this-Agresment that i unacccp;iable 10 e;ither of the Parties. Inthe |

‘ évent fhe Cominission modifies this Agreemént in'a manner unacceptable to either Parfy t]:ai:
Party shall have the right to mthdraw from this Agre&mant and proceed to heanng on the issues
that may be appmpnately ralsed by that Party in this docket. The Wlthdmwmg Party ahnll no‘nfy
the Commission and the Parfies to this Apreement by e~ma.1-1 within three (3) business days of the

. Commmission mm;‘iﬁcaﬁon that the Party 1s withd:aﬁﬁng from the Agfeeracni angd that the Pﬁ is

~ réady to proceed to hearing; the e-mail notice shall designate the precise issue or ssues on which

the Party desires 1o proceed to hearng (Hea:tlmg Notice).
| 20,  Within three (3) business days of the date of the Hearing Notlce from the
withdrawing Party, the Parties shall confer 10 arxive ata comprehensive hst of issues that shall

‘proceed to hearing aml a hst of issues t'natremam settiea 2s a result of the ﬁrst ?arty 5

withdrawal from this Agrccmeut Withm ﬁve &)} business ciays of the date of the Heanng

- that shall proceed to hcamg and thﬁse issues that rerpain seftied and 2 proposed PO ccdural
schedule for the filing of answer a.mi rebuiial tr:sumony and exhibits end proposed hcann'? dates.

* Hearing shall be schcdulcd on all of the issues desxgmted in the formal notice fled Wl'th the

Commission a5 soon as pracﬁcable.

21.  Inthe event that this Agresrient is not approved, or is approved with conditions

‘that are unaccept:ablé_'to any Party who subsequently withdraws, the negotiations or discussions
undertaken in conjunetion with the Agresment shall not be admissible into evidence in this or

any other procesding, except 'as may be necessary n any procesding to enforce this Agresment.

il Schedule TIR-12.21
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22.  Approvel by the Commission of this Agruc-:m“n’n shall cons‘umt= 3 dete:mzmtmn

. thatthe Agreemcnt r::presants a J‘LIST., equitable and reasonable resclution of 21l i issues that were

contested, or cmﬂd. have been contcsted, among thc PartIes 1o this procezding,.

23, The Pa:ttes specifically agree and understand that this Agreement represcnb; a

. negotiated setilement in the public interest with respect to the various issues presented by this -
‘Docket, for the sole purpose of the settlement of the matters agreed to in this Agreement. No

Party or person shall be deemed to have approved, accepteﬁ, agveed {o, or consented to any

" poncept, theory or principle underlying or Snﬁposed to underhie any of the matters pmvid;:d forin’

this Agresment, other than =5 specifically provided for herein. Notwit‘nstandiﬁg the resolution of

the issues set forth in this Agreement, none of the regulatory principles herein contain=d shall be

deemed by the Parties to comstitute = settled practice or precedent in any future proceeding,

except 23 otherwise specifically provided in Paragraph Nos. 8 throngh 15 of this Agreement.
24.  This Agreement may be executed in counterparts and by facsimile copiss of

signatures, all of which when taken together shall constitute foe entire Agreement with respect to
the (ssues addressed by this Agresment.

. CONCLUSION

For the reasons stated above, the Parties respectfully reguest that the Comumission
enter an ordér approving fchis Sﬁpuiaﬁon and Settlement Agrecmeni ﬁndmg and conciuding that
the Cor;imission’s approval of this Stipulation and Settlement Agreement represents a fair, just

and reasanzble resolutjon of all digputed issues and all issues that conld have been raised in-this
Docket.

12 Schedute TTR-12.22
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DATED thos day of June 2003.

Accepted on behalf of E
AQUILA, INC.:

By:

Jon R. Empson
1815 Capitol Avenue

Qmeba, NE 68102

Approved as to form:

ABEL, BAND, RUSSELL, COLLIER,
| PITCHFORD & GORDON, CHARTERED

By

‘Steven H. Denman, CO Reg. #7857
240 Sonih Pingapple Avenues.
Post Office Box 45948
Sarasota, FL 34230-6948
(941) 366-6660 .
(941) 366-3999 facsimile
(303) 6235660 Denver number

Artoroeys for Aquils, Inc.
AT ATPEA: R FUDEDTH
A File:

13

| weza1Isel

T-314 P.024/031 F-B4%
)
! Appertdic A
B Docket No. (3A-177SEG
Ducision No, RD3.0654
. Jume 20, 2003 .
" Page130f20 .
Asgcepted on behalf of
STAFF OF THE COLORADO PUBLIC
UTILITIES COMMISSION:

Eric Jorgesien
1580 Logan Stest, Office Level 2
Denver, CO 80203

Approved as to form:

'OFFICE OF THE ATTORNEY GENERAL

By: L, =

avid A, Becketl, Rag. No. 23098*
John J. Roberts, Reg. No. 30124*
Assistant Attorneys General

Business and Licensing Section

1525 Sherman Street, S® Floor

Denver, Colorado 80203

Telephons:  303-866-5135

Facgimile:  303-886-5305

Attorneys for the Staff of the Colorade
Public Udlities Comrpission

* Counsel of Record

PARIRLROBETNFUCDIA- 1'?7SEG AQUILA PLEDGEAQUILAPLEDGESTIP_AINALDOC
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TATED this day of Tune 2003.
Accﬁ:ptcd on behalf of
AQUILA, INC.:
By: - P
Jom R. son

1815 Capitol Avenus
Omaha, NE 68102

Approved as to form:

AREL, BAND, RUSSELL, COLLIER,
PITCHFORD & GORDON, CHARTERED

By

Steven H. Denmman, CO Reg, #7857
240 South Pincapple Avenue
Post Office Box 49948
" Sarasote, FL 34230-6948
(941) 366-6660
 (941) 366-3599 facsimile
{203) 623-6660 Denver number

Attorneys for Aquila, Inc.

44022212601 T-814 - P.025/D31  F-G48
) Appeodix &
. Docket No. D3A-1TISEG

Decision No. RIF-0E94
Tane 3¢, 2002
Page 14 ol 20

Accepted on behalf of |

STAFE OF THE COLORADO PURBLIC

UTII_.I'IIES COMMISSION:

‘ 'By:
Eric Jorgensen

- 1580 Logam Strget, Office Level 2

Demver, CQ- 80203 .

Approved zs to form:

OFFICE OF THE ATTORNEY GENERAL

By:

David A. Beckett, Reg. No. 23098%
Johm I. Roberts, Reg. No, 30124*
Assistant Attomeys General

Business and Licensing Section

1525 Sherman Street, 5® Floor

Denver, Colorado 80203

Telephone:  303-866-5135

Faceimile:  303-8656-5395

Attorngys for the Staff of the Colorade.
Public Uﬁlitigs Cormmission

* Counsel of Record -

Schedule TIR-12.24
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DATED ihis_S 74 day of Jume 2003.

Accepted on behalf of
AQUILA, INC.:

By

Jon R. Ernpson
1815 Capitol Avenue
- Omaha, NE 68102,

Approved as to forna

ABEL, BAND, RUSSELL, COLLIER,
PITCI—IFORD & GORDON CFIARTERED

A\;c;,/(/,&g_,.a\

Steven K. Denman, CO Reg. #7857
240 South Pineapple Avenue
Post Office Box 49948
Sarasota, FL 34230-6948
(941) 366-6660
(941) 366-3999 facsimile
{303) 623-6660 Denver number

Attorneys for Aqmla, Inc,

13
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Acccptcd ot behalf of
STAFF OF THE COLORADO PUBLIC
UTILITIES COMMISSION:

, B?:l .
Eric Jorgensen

1580 Logan Strest, Office Levei 2
Denver, CO 80203

Approved as to foml

OFFICE OF THE A’I‘TORNEY GENERAL

By:.

David A Becket, Reg. Na. 23098&*
Jobn J. Roberts, Reg. Ne. 30124%
Assistant Attorneys Gencral
Business and Licensing Secﬁnn
1525 Sherman Straet, 5% Floor

.Denver, Coloradon. 80203

Telephone:
Facstmile:

303-866-5135
303-866-5395

Attorneys. for the Staff of the Colorado
Public Utilities Comnission

* Counsel of Record

Ychedule TIR-12.23
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CERTIFICATE OF SERVICE L Pageisana

‘This is to certify that Thave duly served the within STIPULATION AND

| SETTLEMENT AGREEMENT upon all parties herein by depositing copies of same in, the

Uinited States mail, fvst class postage prej; aid, or as otherwise Indicated, at Denver,

Colorado, this t I 2+‘D day of June 2003, addressed ac foﬂowﬁ:

Rteven De:iman, Esq.
ABEL, BAND, RUSSELL, COLLIER,

- PITCHFORD & GORDON, CHARTERED

240 South Pineapple Avenue
Post Office Box 40948
Sarasots, KL 342.30—'6948'

**Pric Jorgengen

Public Utilities Commission

1530 Logan Street, CL-2

Denvez, CO 80203

BY INTERDEPARTMENTAL MAIL

“*XWendell Winger

Public Utilities Cornmission

. 1580 Logen Strest, OL-2

Denver, CO 80203
BY INTERDEFPARTMENTAT MATL

*¥Geri Santos-Rach = .

Dublic Uilittes Cofmnission

1580 Logan Steet, OL-2

Denver, CO 80203

BY INTERDFEPARTMENTAL MATL

Jon Biypson

Senior Vice President
Aguils, Tnc, :
1815 Capital Avenus
Omaha, NE 68102 .

“Rendy Gamoutte
Public Utilities Commission

. 1580 Logan Sireet, OL-2
. Denyver, CO 80203

BY INTERDEP ARTMENTAL MATL

**Lary Shiao’

- Public ilides Commission

1580 Logun Street, OL-2

Denver, CO 50203

BY INTERDEPARTMENTAL MAIL

Wendie Allstot

Advisory Staff o

Puplic Utilittes Commission

1580 Logan Street, OL-2

Denver, CQ 80203 .

BY INTERDEPARTMENTAL MATL

Schedule TIR-12.26
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Michael Zirpmermsan
Advisory Staff :
Public Utilities Commxssmn

© 1580 Logan Strest, OL-2

Denver, CO BDZ03
BY D\ITERDEPARIWEE‘.N’I‘ %I, MATL,

Vinson Snowbe:rgsr

Advisory Stsff

Public Utilitiss Commissiem

1580 Logan Street, OL-2

Depver, CO 80203 -

BY INTERDEPARTMENTAL MATL

“AGAIPME:  RG PUTFTTH
AGFUE PARLIRLARLISIAFUCCERT SMIAA TTSEG DOC
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Rﬂbcﬁ Ber o Page 17 o0

' Adws:;ry Staff
- Public Utiktes Comm;\smon

1580 Logan Strest, OL-2
Denver, CO 80203 .
BY INTERDEPARTMENTAL MATL

Frank Shafer

Advisory Staff

Public Utilitics Cermmission |

1580 Logan Street, QL2

Denver, CO 80203 ‘ S
BY INTERDEPARTMENTAL MATT,

el ,QMQq
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ATTACHMENT A
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Cashflow Statement

Quarter Ended Mereh 34, 2003

{deftars in thousands)

1.8, Litilitiag

Cther Non-
Reguistad

Conzolidated
Aguila Ine.

L

Cashflow from Operations

Nat Ineome

Deprecietion & amorization expense

Adjustments to reconclie net Ineome, g!cr'*; ta net cash:.

Rastructuring charmes

Impairmants & Othar Chargas

TCash pald on Impaiments & othar chra.

Net chg. price sk mgm -

Deferred taxes & Investmant B credits

Eouity n eam. of inve

Dividants & faes from invesiments

Changpin.asnsisb lab.

o b =1 L B R e G B L S

AR & AR, not

-
w

Rastriviad cagh

= §
|

Inventory & Supplias

-
en

Prepayvments & Other

-
i

Aceriad & Othsr current ligk

iy
o]

Defegred Cradity

-3
o]

Dafarred Chargss & Other

-t
oy

Customer funds on denosit

8

Funge on denus:t.

A
iy

Othar

K

- {Tetal Cashflow From Opoarations

N
w

5]
1E3

Cashﬂowfrom Investing

E]
o

Additiens o Utlivy Plant

]
o

‘tMarchent Sapital Expenditures

53

Cash recelvad on saie of 2ssets

B

Othar

[
w

Teotal Ceshflow From investing

w
o

L]
-

Dashflow From Financing

£

{5suanee of common Stock

8

lasuares of LTD

g

Retirement of LTD

13
3}

Short«tarm btmowlings

[
[+]

Net cha in long-term gas ca::r:traat:a

L3
~]

Othar

[
o

Total Cashflow Fram Finshcing

&

8

Inc (DeE) in Cash Squiv

£

Cash-Begin-{Doecomber)

&

Cash-Ending

Faatnotes

l

See dowl axplenation of bolded Hine [zema or1 the "Detail infa* workshest
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Declsion No. RO3-0694

Other Non-
Reguiated

lins #

1Canada utiiity capital expendxtures

BECE

Capacity Senvices (MEP) capital axpend rtures (Power plant construt:tlon
commitments)

Cash received onh sale of agsets:

U.5. Networks—Bale of 5T

Capagity Sen;ices-—Cash rec on sale of AQP recordad as AR at vear end

yedr end

Whiclesale 3emcea—Cash reCEwed c:n szle of AECC. classifed as resiricied cash at

Whalesala Servicez--Cash received on sale of AZCT held as escrow at year end

a7

Quanta Services—Cash received on sale of remaining Quanta shares

Total Other Ncn—ReguJated Cash received on sals of 2ssets

Totzl C:ash received on sale of assels -

Ratirement of LTD:

Capacity Services:

Racoon Craek

Goose Cresk

Total .

iess: non cash adi—cash collsteral used to pay down debt (cash outfiow in InVEstmg
achvity when posied earlier in year)

Total Capacity services

Canada

Ausiralia

Cormporate
UCs

- Whaolssals

34 |Total Other Nan-Regulated Retired LTD

Schedule TIR-12 30
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