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Decision No. R03-0694
REFORYE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF COLORADO

DOCKET NO. 03A-177SEG

IN THE MATTER OF THE VERIFIED APPLICATION OF AQUILA, INC. FOR AN ORDER
AUTHORJZING A PLEDGE OF, AND THE CREATION OF LIENS ON, ITS ASSETS
LOCATED IN THE STATE OF COLORADO IN ORDER TO SECURE LONG-TERM DEBT.

RECOMMENDED DECISION OF
ADMINISTRATIVE LAW JUDGE
. DALEE.ISLEY
APPROVING STIPULATION AND ~
SETTLEMENT AGREEMENT

~ Mailed Date:_ June 20, 2003
L STATEMENT, FINDINGS, AND CONCLUSIONS
1. The captioned application of Aquila, Inc. (Aquila), was filed with the Colorado

Public Utilities Commission (Cornmussion) on May 1, 2003. Public notice of the application was

given on May 3, 2003, when the Commission issued its Notice of Application Filed.

2. A timely intervention was filed in this pro-ce_Eding by the Staff of the Colorado

Public Utilities Commission (Staff).

3. The matter was origimally set for hearing on May 23, 2003, However, the heari.ﬁg

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

No. R03-0557-L. That decision also established a procedural schedule governing this case.

4, On June 6, 2003, the parties submitted 2 Stipulation and Settlement Agreement
{Stipulation) along with a Joint Motion to Approve Stipulation and Settlement Agreément, to
Vacate Remaining Procedural Dates, and to Waive Resporse Time (Motion). The Motion

mdicated that the parties had reached an agreement settling all disputed issucs in this matter as
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more particularly set forth in the Stipulation, a copy of which is attached to and made a part of

this decision.

5. On June 10, 2003, those portions of the Motion requesting that the June 17, 2003,
hearing date and the previously established procedural schedule be vacated, that any hearing to
be conducted in connection with the Supulatmn be held on June 17, 2003, and that the rcsponse ,

tne o the Moton be waived, wers granred. See, Decision No. RDS U632-1.

6. A hearing was held in connection with the Stipulation on Iﬁnc 17, 2Q03.
Appearances Were entered on behalf of Aquila and Staff by their respective counsel. Aquila

presented testimony in support of the Stipulation fror Jon Empsoxn, its Senior Vice President,

Regulatory, Legislative, and Gas Supply Services, and Beth Armstrong, its Chief Financial

Officer Ifcr Domestic Utility Operations. Eric Jorgensm,.-o;:a of the Commission’s 1P'in.a:ac:i:f.ll
Analysts, presented testimony in. support of the Stipulation on behalf of Staff.. Exhibit 1, the |
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, M, Empsbn’s pre-filed

direct testimony and exhibits, were marked, offered, and admitted into evidence.?

7. By this applicaﬁon,.AQIﬁla seeks a Commission order authorizing 2 pledge of, and
the creation of liens on, its assets located in the State of Colorado i erder to scoure the payment
of a $430 million three-year term loan (the Lozn), and to secure future replacement debt

offerings for working capital requirements not to exceed $430 million* The Loan is designed

! Mr Dobson and Mr. Frapson’s direct testimony and exhibits wers onﬂ'mally fledin 'rlus mater on May |,
2003, along with the sppication.

* The Loan was closed on April 11, 2003, pursuant to authority previoi usly granted by the Camsnon in
Deciston No. C03-0299 in Docket No. 03A-0715EG.
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‘10 provide Aquila with sufficient short-term liquidity to implement the provisions of a Debt

Reduction and Financial Plan (Financial Plen). The Financial Plan, the specifics of which are set
forth in Confidential Exhibit 1 of Mr. Dobson’s pre-filed testimony (Hearing Exhibit 2), is
designed to restructure, retire, or replace existing Aquila debt by, among other things, selling
certain asscts and buying out certain tolling contracts. The ultimate goal of the Financial Plan is
to renirn Aquila to 2 capital stcture reflective of a gas and electric utility and to restore s debt

rating to investment grade.

8. . The Loan is currently secured by Aquila wiility assets located in Micﬁigan and
Nebraska along with 2 piedge of the capita} Stocic of the bolding company of Aquila’s Canﬁdiau ,
utilities. However, the proceeds from any sale of Aquila’s Canadian assets must be vsed to repay
the Loan. The resulting loss of the Canadian collateral as éecurity for the Loan would render the
utility assets in Michigan and Nebraska insufficient to support the Loan under collateral
principles used by Aquila’s lending insﬁtﬁﬁons. This, along with the probable need to replenish
the Loan back to the $430 mmillion level and to post sufficient collateral for such borrowing, is
one reason for Aquila’s need to secure Colorado utility assets (as well as ;chose in other states) as

additional security for the Loan3’

o In addition,-Aquila believes that jts utility assets should 'support the working

- capital requirements for its utility operations. It has determined that approximately $250 million

- of the Loan is needed to support the oﬁgoing Worldng capital reguirements of its domestic utility

business. Jee, Confidential Exhibit 3 of Mr. Dobsou’s pre-filed testimony (Hearing Exhibit 2).

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

? In addition to the Colorade apphczmon, Aquila has applications pending with four or.he.r states {lowa,
Kansas, Minnesota, and Missowri) sceking approval to pledge utility assets 1o secure the Loan

A¥5 )
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and collateral into these two components.to ensure that its utility customers and its regulated

utility assets are not supporting its non-utility debt requirements. This will be accomplished by

- Aquila holdmg the Loan funds at the corporate level and charging its subsidiaries a BBB

invesiment grade utility interest rate for their use of such funds when needed for working capital.

The difference between the investment grade financing cost and the actual cost of the Loan will

‘be retained at the éorporatc level. Agam, this is designed to ensure that there will be no adverse

mpact to Aquila’s utility customers from the non-investment grade financing charges to be paid

by Aguiia on the Loan.

10.  As addifional support for the application, the borrowing 1ate on the Loan will be

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

1.1. -The significant teyms of the Sﬁpulzﬁion are as follows: (1) Aquila’s agreement to
use a hypothetical capital structure {or fture electric or natuval gas rate cases relying on a test
year containing all or a part of 2003, 2004, gnd 2003; (2) Aquila’s agreement to use th;e proceeds
of the actions described in the Financial Plan to reduce debt and other financial obligations on its
non-regulated and non-domestic utility operations, subject to cash working capital needs;
(3) Aquila’s agreement not to start any new unregnlated 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-term debt oﬂ'erings for working capital requirements not to
excesd 5430 million wntil after the disposition of similar applications in Iowa, Minnesota,
Kansas, and Missouri;* (5) Aquila’s agreement to comply with various reporting requirements

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

* In order 10 accommodate the deferral of this portion of the application, Aquile Tequests a waiver of the
staturary deadiines mposed by § 40-1-104(5), CR.S.
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prcvidc notice of material deviations from the Financial Plan, violations or defaults relating to
the covenants in its indentures, the Loan, or orders issued by other states approving the pledge of
assets to secure the Loan; and (7) Aquila’s agreement to comply with various reporting-

Tequirements relating to the quality of its natural gas and electric utility service.

12. The witnesses appeacing at the hearing cla.nﬁcd certain portions of the
Stipulation. Spemﬁcally Mr. Empson clarified potential confusion concerning paragraph 11 of
the Stipulation wherein the pa;-ties reguest that a muling on a portion of the application be
deferred: As filed, the application requested the ability 1o extend or “roll-over” the asset pledge
to be secured in connection with the Loan for the purpose of securing ﬂtm replacement jong-
term debt offerings for working capital requirements not to exceed $430 million. Mr. Enapson
explained that the “extension” and “roll-over” tm:niﬁology used in paragraph 11 refers to the
possible extension of the Loan beyond its Tk)xee-yéar term with Aquila’s current lenders. The
parties have agreed to defer the issue of whether Colorado utility assets can be pledged to secure
such an “extension” or “roll-over” pending the disposition of simjlar applications by the other
states referred to in paragraph 11. Approv‘al of the Stipulation would, however, allow Aquila to
pledge Colorado assets in connection with “replacement” debi not to exceed $430 million within
the three-year term of the Lean. Mr Empson, cxplained that such a debt offering would
constitute an entirely new loan with different lenders than thoss {ssuing the Loan. Mr. Empson’s

interpretation of paragraph 11 was confirmed by the Staff's witness, Mr. Jorgensen.

13. Mr. Empson also clarified that the reporting requirements contained in
paragraph 12 of the Stipulation are to continue for the full period eucompassad by the Financia]
Plan; that under paragraph 12.a. of the Stipulation Aquila intends to provide updates to the

Financial Plan; that under paragraph 9 of the Stpulation it is Aquila’s intent to use the proceeds
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of the actions described in the Financial Plan 1o reduce debt reléﬁng to its non-regulated and non-
domestic utility operations (Subject to cash working capital needs); that the term “scheduled
milestone” used in paragraph 13.a. of the Stipulation rafers to the dates contained in the table
shown on page 11 of the Financial flan; that the term “exPax;.ted value” used in paragraph 13.a
of the Stipulation refers td the estimated proceeds to be:: realized from the sale of certain assets as
described in the Financial Plan; that the reporting requirements set forth in paragraph 15 .h.ih’)‘
and iv) of the Stipulation are in addifion to those that mé.y be imposed by the quality of service
plan to be develoPeﬁ in connection with Aquila’s Phase I electric rate case in Docket No. 028-
594E; and that the “first report” reporting requixcmcnp imposed by paragraph 15.c. of the
Stipulation is to be provided within 60 days of Commission approval of the Stipu.laﬁon.
Mr. Empson also confirmed that the “separation™ of ;egulated atility deb}‘/assets from non-
regulated debt/assets discussed above emsures that Aquila will not be using Colorado ratepayer

fimds to subsidize its non-regulated activities in violation of § 40-3-114, CR.S.

14. Ms. Armstrong clarified the reporting requirements imposed on Aquila by
paragraph 12.a. of the Stipulation and, specifically, the manner in which the format described in

Attachment A of the Stipulation will facilitate those reporting requirements.

15, Mr Jorgensen testified that the concems with the application previously

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

‘indicated that Aquila’s agreement to use the hypothetical capital structure called for by the

Stipulation and its intent to separate regulated utility debt/assets from non-regulated debt/assets
for the purpose of allocating finance costs would ensure that the requested pledge of Colorado
uti]jt)} assets would not negatively impact the raies paid by Colorado ratepayers. Nor, under

these circumstances, would anthorizing the pledge of assets result im the use of Colorado

—
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ratepayer funds to subsidize fts non-regulated acﬁviﬁes in violation of § 40-3-114, CR.5. He
was also satisfied that the reporting requirements imposeﬁ on Aquila by the Stipulaﬁt;n wonld
ensure that approval ‘of the requested pledge of assets would not negatively impact the adequacy
and reliability of Aquila’s Colorado regulated utility service. He also indicated that, as a
practical fuatter, the relatively short ume penod for implementation of the Financial Plan

mitigated against many of the concemns raised by Staff in its intervention.

16.  The parties believe that granting the application, subject to the terms of the
Stiéulation, ig in the public intersst. Having reviewed the Stipulation, the application, the pre-
filed testimony and exhibits submitted by Aquila in this matter, and the testimony presented by
the parties at the hearing, the undersigned agrees. Subject to the conditions contained in the
Stipulation, approval of the piedge: of Aquila’s Colorado wrility assets to secure the Loan will
greatly assist Aquila’s efforts to implement the Financial Plan and, ultimately, should serve to
return it to a capital structurs reflective of a gas and electric utility and to restore its debt rating to
investment grade. Aquila’s agreement 10 use the hypothetical capital sﬁucturc called for by ﬁm
Stipulation and o Sebarate regplatcd utility debt/assets from non-regulated debvassets for the
purpose of alloqaﬁng ﬂnancc_costs ensure that the requested pledge of Colorado utility assets
will not negatively fmpact the rates paid by Colorado ratepayers. These measures will also
ensure that the requested pledge of assets will pot result in the use of Colorado ratepayer funds to
subsidize Aquila's non-regulated activities in violation of § 40-3-114, CR.S. Finally, Aquila’s
compliance with the reporting requirements imposed by the Stipulation will serve to ensure that

- the pledge of assets will not negaﬁvely impact the adequacy and ﬁﬁabiliﬁ of Aquila’s Colorado
regulated services. It is found a:gd concluded, therefore, that tﬁe Stipulation is in the public

interest and should be aceepted and apprévcd.

. f—_h._‘—-—_‘—_-—‘—-_—ﬂ\
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17. Pursuant to § 40-6-109, CR.S,, it is recomumended that the Commission enter the .

following order.

1. ORDER
A The Commission Orders That:
1. The Stpulation and Settlement Agreement fled by Aquila; Inc., and the Staff of

the Public Utlitics Commission oa Juus G, 2003, is accepted and approved without madification.
The Stipulation and Settlement Agreement, a copy of whick is attached hereto as Appendix A, is

incorporated into this Order as if fully set forth herein.

2. Subject to the terms and conditions set forth in the Stipulation and Settlement -
Agreement, Aquila, Inc., is hereby authorized to pledge and create liens on its assets located in
tﬁe State of Colorado in order to secure the payment of a $430 million three—j;'ear term loan and
to secure the future replacement debt offerings for working capital requirements not to exceed

$430 million.

3. Aquila, Inc, i3 hereby granted a waiver of the deadlines imposed by § 40-1-
104(5), C.R.S., with regard to the deferral of a Commission decision in connection, With.that
portion of the application réferrcd to in paragraph 11 of the Stipulation and Settlement

‘Agreement.

4. The parties shall éomply with all the terms of the Supulation and Scitlement

Agrecment.

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

and enter orders as may appear necessary to-effectuate this Order. |
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6. This Recommended Decision shall be effective on the day it becomes the

Decision of the Cormmission, if that is the case, and is entered as of the date above,

7. As provided by § 40-6-109, C.R.S., copies of this Recomnmended Decision shall

be served upon the parties, who may file exceptions to it.

a) If no exceptions are filed within 20 days after service or within any extended
period of time authorized, or uniess the decision is stayed by the Comuuission upon its own
motion, the recommended decision shall become the decisian of the Commission and subject to

the provisions of § 40-6-114, CR.S.

) If a party seeks to amend, modify, annul, or reverse basic findings of fact in its
exc;?,ptions, that party must request and pay for a transcﬁpf to be filed, or the jﬁanias may
stipulate to portions of the transcript according to the procedure stated in § 40-6-113, CR.S. If
nO transeript or stipulaﬁon 1s filed, fh’e Commission is bound by the facts set out by the
administrative law judge and the parties cannct challenge these facts. This will limit what the

Commission can review if exceptions are filed.

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

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

g Schedule TIR-12.9
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ALy THE PURLIC UTILIT(ES COMMISSION
(SEAL) OF THE STATE OF COLORADO
DALE E.1SLEY
Administrative Law Judge
ATTEST: A TRUE COPY
. /;i.ﬁ_ 2.
Bruce N._ Smiith
Director
GAORDERM 78R docsrs
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IN THE MATTER OF THE VERIFIED APPLICATION OF A

QUILA, NG, FOR
AUTHORIZING 4 PLEDGE OF, AND THE CREATION OF LIENS ON, ITS Assﬁg RPER
LOCATED IN THE STATE OF COLORADO IN ORDER TO SECURE LONG-TERM DERT

STIPULATTON AND SETTLEMENT AGREEMENT ﬁ;

- _Aquila, Inc. (Aquila or the Company) and Staff of the Cdloréﬁo Public Utilities
Commission (Staff), by and through. their I&Spé;CﬁVe undcrsignéd counsel, and for good and
valuable consideraﬁon, enter into this Stipulation and Settlement Agreement (Agreement) fo
snpulata and fo settle all disputed issues rega;fdmg A.quﬂa s Verified Application for an order
authonmg apledge of, and the crcahon of hens on, jts assets located in the State of Colorado in
order to secure long-term debt. Aqmla and Staff (cnﬂcctwely, Parties) respectfully submit that
this Agreement is just andreaéonable that 1t results in a fair disposition of this docket, and that,

therefore, the Colorado Public Utilities Comumission (Commission) should app‘mvc the

Agresment without hearing.

of, and the creation of liens on, its assets located in the State of Colorada in order to securetie i

payment of 2 $430 million three~year termn loan and to secure the fi:ture replacement debt
oﬂ‘ermgs for working capital requirements not to exceed $430 million. Entering into the $430
mmon term loan, and the securitization of the loan with domestic utility assets required by the
lenders, was a critical first step to enstre that Aquila has sufficient Hiquidity in the near term, so
Schedule TIR-12.11
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that Aquila can continue to implement the final steysl of Aguila’s Debt Reduction and
Restricturing Flan (Financial Plan). The ultimate goal of Aquila's Fipancial Plan is 1o retorn the
Coﬁ;zany 10 a capital stuchure reflective of a gas and electric utility and to rastoré its debt rating
to investment grade. This goal reciuii‘es the restructuring, retirement, or Teplacement of existing

debt, Subject:to obtaining permission from the various state regulatory commnissions, including

‘this Commission, the replacernent debt referenced in this Application will be secured by &

collateral pocl that will include Aquila’s utility assets, including utility assets located in
Colorado. |

2. This Application is one of five (5) appli;;aticns that were filed concurrently by

' Aqmla in the States of Colorado, Iows, Kansas Minnesota and Missowri to secure regulatory

aovroval for Aguila to pledge all of its elecmc and natural gas utility assets located those stam,
in order to secure the payment of the £430 million three-year term loan and to secuse the future
replacernent debt offerings for Woﬂdng capi'tal requirements, ot to exceed $43;D million. At the
present time, utility assets in Michigan and Nebraska and cartain Canadian utility asséts '

pﬂﬁarﬂy secure the $430 million term loan. Aguila has determined imemally that sbout $250

mmillion of the $430 million is nesded to suppoi‘t the ongoing working capital requirements for

" Aquila’s domestic utility business. However, based upon the collateral principles used by the

lending institutions, the assets in Michigan and Nebraska are not sufficient in valus to supporta
3430 million loan Thcrefore Aquila had to use the Canadian investment both to suppott the
remaining $180 million portion of the loan and to fill the gap on the required collateral for
Aquila’s $230 million domesﬁ& utility working capital .teqtﬁ:ement.

3. The financial institutions only required Aquila to have pledged sufficient agsets in

total to secure the $430 million lvan. The entire $430 million is availabls to Agnila, and the

——
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credit Tacility does not “‘break out” portions of the loam on a S{'a.te—'b}v’-state basis, In mmpliancc

with the tezms of the lo an, Aguila must pledge sufficient callateral ¢ secure the ¢redit facility up
1o the full amount of $430 million. The determination by Aguilz itgelf that $250 million of the
$430 million amount is required for its firture domestic utility cash working capital needs was
based upor; Aquﬂé’s historical and anticipated domestic utility working cash necds. Acfuﬂa hag
sepaxa’réd the loan and collateral to ensure that the utility customers and assets are not supporting
the nop-utility debt requitements. It is Aquila’s intent to maintain a proper alignment of
domestic utility collateral with domestic utility loan needs and non-domestic utility and nonp-
regulated business collateral with theix loan needs. The Commission’s approval of this
Agreement and the Application will greatly contribute to Aquila’s success in im?lementing its
Pinancial Plan.

4. On May 4, 2003, Aquila caused a Notice ccnc:emiﬁg the filing of this Application

to be published'izi The Colorada .S’prz'ngs- (Gazeite and in The Pueblo Chigfiain, newspapers of
general or Jocal circulation in Aquila’s service area. That Notice indicated that the pledge of
Colorado assets was nieeded to secure the payment of 2 $430 miltion term loan issued by Aquila

pursuant to authority granted by the Commission on March 25, 2003 i Docket Na. 03A-

0718EG by Decisiant No. C03-0293, to secure future replacemcnt debt offerings for worlang

capﬁal requirements in amounts not to excesd $430 million. On May 3,20 03 the Commission
issued its Notice that the application bad been filed.

5 On May 15, 2003, Staff filed its notice of intervention end eniry of appearance.
Aquila and Staff are the only parties to this docket. Since the date of the fling, Staff his

condncted a thorough review and investigation of the filing and the supporting testimony and

r_'__,__---—*—'——"“_“—'—'_'_—_W_'_\
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exhibits. Aquila and Staff have also conducted extensive discussions and settlement

negotiations.

THE SETTLEMENT

6. Staff and Aguila agree that the Application should be granted, including the terms
and conditions to whiéh the partlcs agres herein, They also agree that the approval of this
Agreement is just, reasousble and not contrary to the public interest. | ‘

7. Aquila and Staff agree that the terms of this Ageeme.nt.should be included ‘in the
Commission’s daéision granting ﬂus Application as terms and conditions éf appmvﬁi of the
Application and the felief :s;quested therein. -

8. Agquila ageeé that,‘ m fiore electric or natural gas rate cases Telying on a test year
ccn’raiﬁing all or a part of the years 2003, 2004 and 2005, it will use a hypothetical capital
structure. In future electric rate cases the capital stfuc‘cure used in Docket No., 028-594E of
47.5% equity and 52.5% debt will be used. In fntu‘re natural gag rate cases the hypothetical
capital structure of 50% eqﬁity' and 50% debt will be used. Aguila also agrees to mainfain the
debt allocation and pn'éiﬂg érocess described in the Direct Testimony of Jon Empslon, pages 2-3,
filed in this Docket. Staff and Aquila agree that the rcontinued use.of bypothetical capital
structures and debt assignment provides Aquiia’s Colorado utility customers with financial
protection during this period of transition through December 31, 2005.

9. Adquila agrees that proceeds from the actions described i1 the Financial Plan
should be used to reduce the deﬁt and other outstanding mciﬂ labilities on Aguila’s b‘alince
sheet relating to the nonregulated and nondomestic utility operations. The recording of the
receipt of proceeds from an asset sale n‘ansécﬁOn on Aquila’s books of account will ocour within

seven (7) business days of month end, 2nd after cash working capital noeds are met, Aquila Will

ﬁt——f_‘f_g_ﬂ
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record ﬂqc retirement of such debt from its books of aﬁcount w;thm seven (7) business days of
month end. Aquﬁla will notify Staff of the application of the funﬁs in the updates discussed
below.

. 10. | Aquila agrees that during the three (3) year time period reflected in the Financial |
Plag (i.e., 2003 through 2003), Aquila will not start any new unregulated business ventures.

11. ~ Aqguila and Staff agree that Aquila has a cfiﬁéal need for Iong—teﬁn fnancial
stability so that reliable service to its Colorado customers will contimus to bé provided, as Aquila
has done for many years. Staff agrees to quk with Aquila in the.effort to ensure Aquila’s long-
term ﬁ;na.uc.ial stability as an operating utility in Colorado. In the Application, Aquila requested
the abﬂity to extend the asset pledge granted in this docket to secu:;: future replacement long- .
terin debt offerings for working cépital requirernents not to exceed $430 million. Aquila would
prefer a aga@mt here to the extension or roll-over of the current $430 million credit faoﬂity,
es long as the same termos and conditions set forth in this Agreement andl in the Commiséinn’s

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

. agreement t0 the extension or roll-over of the current $430 miltion credit facility, as long ‘as thé

same terms and cg’nditio::.s sct forth In this Agreement and in the Commissicr-n‘s approval order in
this Docket are algo adopted, uniil after the four (4) other States (low-a, Kansas, Minnesota and
Missouri) have disposed of the pending similar epplications. Therefore, Staff and Aquila agree

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

rollover relief requested in the Application. Rather, the decision on that issus would be deferred

until Staff and Aquila jointly file 2 motion in this Docket requesting disposition of that isstie,
Aquila sgrees to advise Staff within seven (7) business days of the eutry of final orders in each of

the four other state application of the disposition of those applications by the respective state

Schedule TIR-12. 15
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commissions. Within forty-five (45) days after Aquila advises Steff of the disposiion by the
-fourth state commission, Staff and Aquila will file an appropriate pleading with the Cormmission
requesting disposition of the extension or rollover r?:liaf tequested in the Application. For
purposes of approval of this Paregraph No. 11, Aquila waivés the statutory limit of Colo, .Rav..
Stat. § 40-1-104(5) only for purposes of detertmining the extension. or rollover relief requested in
| the Application. | |
12.  Aquila agrees that, within fifteen (15) days after submitting its quarterly financial
reports to the Secuxities and Exchange Commiséion (SEC), Aguila wil] file the following
finaneial reports in this Dockel:
e Aquila-will submit to Staff any up&ates to the coﬁdenﬁal Financial Plan
within fiftieen (15) days of telease of the updated Financial Plan. Aquila will teportto
Staff the progress made <:in implementing the actions detailed in the Financial Plan,
including the use of saie:s proceeds to retire outstanding debt or other- ﬁnancial liabiliﬁeé,
through the Cash Flow Statement attachment described in Paragraph 12b below .

b. Aquita will submit a report, including Stetements of Clash Flows. As part
of this report, within the Statement of Cash Flows, Aquila will iteraize activities from
Investing Activities and from Financing Activities betwosn regulated and mregtlated
itemns, and among unreguiated ftems highlight and footnote the coﬁponent; of 1ts
Financial Plan. To facilitate the comparison of the Financial Plan with the i’;cmized
Stat_eﬁnent of Cash Flows, the itemized Statement of Cash Flows shall use comparable

' items as are used in the Financial Plan. Attachment A to this Agreement is the format for

this report to which Staff and Aquila heve agreed.

r_,‘_‘—d_'__'_—_'__’_\
Schedule TIR-12.16



Jun-24-03

02:38pm From=AQUILA

+4022212801 T-814 P.018/0%1  F-G4E

Appendix A

—
o

Desigion No. RO3-0694
Tone 20, 2003
Page 7 of 20

13, Agqula agreés to submit a natice report ta Staff, via a confidential letter to the

Chief of Fixed Utilities, mthm seven (7) business days, if any of the foltowing oceur:

s Material deviztion from the Financial Plan. “Material deviation,” 25 used
h_ercin, means either a scheduled milestone occurs in excess of three (3) mouths from the
scheduled date for occuwrrence, or & dollay amount received is mote than 10% less than an
expected vakue.

b. VYiolation or event of d:;,fau.’lt in (1) the covenantsﬁin Aquila’s indeniures,
(2) the loan agreement for the Aprl 9, 2003 $430 million lang-term debt facility, or (3)
an order of another state utility regulatory commission approving the pledee 0f. Agquila’s
assets 'locatec'i in that state to secure the $430 million long-tenm debt facility.

c. Aquila files for protection of 2 federél banlkruptcy court under any chapter
of the federal bankruptcy laws. .

14.  TInthe event there is a banknuptey filing, foreclosure, or liguidation involving

Aquila’s asssts 1ocatéd in Colorado, or other need to transfer Aquila’s assets located in Colurado,.
Aquila agrees to advise other pafties to any such actions that the Colorado Public Utlities
@mmissicn would require the filing and approval of an application to transfer Aquila’s assets
Tocated o Colorado, p;txrsuant to Ratle 723-1-55 of the Commission’s Bules of 1.P:cz«xc:(:ir:,fz and

Procedure (4 Colo. Code Regs. 723-1-55).

15. Aquila and Staff have agreed to the fé]lowing relating to the development by

Agquila of a Colorado natural gas quality of service plan; ’

a Aquils agrees that during the three (3) vesr time period reflected in the

Financial Plan (5.2, 2003 through 2005), Aquila will contizee to maintain an adequate

-
7 Schedule TIR-12.17
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quality of natural gas and slectric service provided to its end-use customers-in Colorado,
as required by the standards set forth inﬂne Colorado Public Utilities Taw, as to guality of
service to gas customers the Commission’s rules regulating the service of gas utilities (4
Colo. Code Regs. 723-4) and the rules governing gas pipeline safety (4 Colo, Code Regs.
723-11), and as to quality of service to e_,'tec:tric customers the Commission’s mle.s

| regulating the service of electnc utilifies (4 Colo. Code Rags. 723-3).

b. Aquila and Staff agree to address quality of service issues by reviewing

key outputs in four ways: |

D Staff will continne 1o review Aguila’s perfm:manca and reporting
under the‘ requirements of the rules governmg gas pipeline safety (4 Colo. Code
Regs 723-11). Unlike thc electric mdustry the natoral gas industry already has a
pre:scn"bed set nf mmnnum requirements for opcrators in areas such as cathodm
protg:ctic'r:;, leal survey, leak repair, odonzatmn, and various other opmﬁonal a:nd '
maintenance activities. These standards am mandated under the Copunission’s

) rules goverming gas pipeline safety (4 Colo, Code Regs. 723-11) and Title 49,
Code of Federal Regulations, ?art 192, and are andited on 2 penodzc basis by the
enforcement staff of the Comumission.

ii) Aguila agrees to submit to Staff quarterly reports on natural gas
uﬁlity‘éﬁaiity of serviéé. These reports will be based npon the monthly {nternal
reports currently used by Aquila’s senior management to monitor quality of
service, so that Staff may also ménitor the status of quality of service being

provided by Aquila to its end-use natural gas customers in Colorado. These

' Aquila’s developraent of a quaﬁfy of service plan for its Colorado yetai] slecwic utility operations was
addrésscd {n the Settlement Agreement in Dacket No. 025-594E, Phase I of Aquila’s electric geperal rate case, 2

Schedule TIR-12.18
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reports will include such measures as default ratio, meters read on time, meter
reading error rate, .emergency response greater than one hour, and unplanned
ovutages. |

1) Aquila agrees to submiit to Staff on a guarterly basis its réports
Cme:nﬂf used by Aquils’s semior management to momitor electric quality of
service. These reports will include measures such :s. generating station base and
peak availability, generating station starting relisbility, CAIDI, SATDI, SATFI,
meters read on tme, and defanlt ratio,

iv) Agquwia agrees to provide to Staff combined gas and electric
measures for.the centralized call center fimction, such as average speed of
answering telephone calls.

c. Aquila agrees. to provide the first report for Paragraph No. 15(b)(G) through
(iv) above within sixty (60) dﬁys of the Comnmission’s final decision approving this
Appli;:ation, and with the first submittal Aquila will also include thres (3} years of
historical data for sach me@i& (When available), definitions of the measures, sﬁd the
methodologf for calculating the measures. Aquila also agrees to respond to any
gueshions raised by Sta;ﬂ" concerning these reports within ten {10) days of Aquiia.’s receipt
of the question. If Aquila needs additional timne to respond to a Epeciﬁc question, it will
‘ s;o advise Staff. Aq-uila; égrecs 1o provide the reports speciﬁed in Parz;graph No. 1531,
Paragraph No. 15(b)(3i), and Paragraph No. 15()(iv) to Staff during the thres (3) year
time period reflected in the Financial Plan. Aquila agrees to an initial meeting with Staff

within one hundred twenty (120) days of the Cammission’s final decision approving this

decision an whick 15 curmstitly pending befors the Commission.

/’_H—"—_'———\
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Applicaﬁon to review and discuss the matenials provided by Agquila in accordance with
Paragraph No. 15(b)(1), Paragraph No. 15(b)(ii), and Paragraph No. 15(b){iv).
d. Addifjonally, Aquila and Staff agree to continue discussing the quality of
Agquila’s narural gas service m Colorado for the purpose of determining whether the
review and monitoring of the foregoing gas-related outputs are sufficient to demonstrate 2
legally adequate lavel of quality of natural gas service, or whether further collaborative
discussions are required to develop a formal application to approve a quality of service
plan for Aguila’s Colorado natural gas operations. However, neither this paragraph nor -
any other provision of this Agreement shall be construed to prohibit Staff from
commencing any action in the future that it deems necessary conceming Aquila’s quality

of sarvice.

GENERAL STIPULATIONS

16.  Throngh a_ctivg préheaziﬂg investigation and negotiation, the Parties have reached
the agreement set forth herein resolving a.li contested and disputed issues in this docketina
manner which the Parties agree is _]1151: and reasonable and in the pubbc iterest. ’I’he Parties
further agree that reaching ag:rceme:nt by means of negotiation and settlerment rather than through
hngauon is in the public nterest.

17. The Pa:tie;s agres fo present, to support, and to defend his Agreement before the

Commission and the courts. The Partles further agree, if neceSsary, to present test:mony and

~ exhibits to the Commission to secure the approval of this Agreement.

18, The Parties hereby agree that all pre-filed testimony and exhibits shall be admitted
into evidence in this dockst withont cross-examination. This Agresment reflects compromise
and settlement of a1l issues raised or that could have been raised in this docket,
r—"—‘—_'—;—r—_-——‘_\
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15,  This ;Agreen;cnt shall not become effective until the issuance of 2 final
Commission Qrder approving the Agreernent, which Order does not contain any modification of
the terms and conditions of this Agreement that is unaccep\table 10 either of the Parties. Inthe

' event the Compnission modifies this Agreement in'a manner tnacceptable to either Party, that
Party shall have the right to withdraw from this Agreergent and proceed to hearing on the issues
that may be appropriately raised by that Party in tﬁs docket. The withdrawing Party shzxil notify
the Commaission and the Parties to this Agreement by e-mail within three EB) business days of the

- Cominission moc.ﬁﬁcation that the Party is withdrawing from the Agreement and that the Party is
ready to proceed to he&:ﬁg; the e-mal notice shall designate the precise issve or issues on which
the Party desires to proceed to hearing (Hearing Notice).

| 20, Within three (3) business days of the date of the Hearing I;&Jtice from the

withdrawing Party, the Parties shall confer to arrive at a comprehensive list of issues that shall
proceed to hearing and a list of jssues that remain setfled 25 a result of the ﬁ;rs‘t Pzi‘cyl's '
withdrawal from this Agreement. Within five (5) business days of the date of the Hearing
Notice, the Parties shall file with the Commission a formal notice containing the list of issues
that shall proceed to hearing and FﬁQSB issﬁes that remain settled and a proposed procedural
schedule for the ﬁlmg of answcr @d rebuttal testimony and exhibits and proposed hcaﬁné dates.

* Hearing shall be schcduled-on all of the issues designated in the formal notice fled with the
Commission as soon as practicable. |

2L Inthe event that this Agreemient is not approved, or is approved with conditions
‘that are unacceptable fo any Party who subsequently withdraws, the negotiations or discussic.;ns
undertaken in conjunction with the Agreement shall not be admissible into evidence in this or

any other proceeding, except as may be necessary in any proceeding to enforce this Agreement.

i  Schedule TIR-12.21
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22,  Approval by the Comimission of this Agreement shall constitate a deterraination®
. that the Agreement represents a just, equitable and reasonable resolution of all issues that were
contested, or could have beent contcstéd, among tﬁc Parties in this procesding.

23.  The Parties specificelly agree and understand that this Agreement represents a
negotiated settlement in the public interest with respect to the various issues presented by this
Docket, for the sole purpose of the setilement of the matters agreed to in ﬂ:us Agresment. No
Party or person shall be deemed to have approved, accepted, agreed to, or coﬂsented {o any
concept, theory or principle underlying or supposed to underlie aﬁy of the matters prcvidéd forin
this Agresment, other {han as specifically provided fcn: berein. Notwithstanding the resolution of
tha issues set forth in this Agreemen;, none of the regulatory principles herein contained shall be
desmed by the Parties to constitute a settled practice or precedent n any future procesding,
except as otherwise specifically pmﬁded in Paragraph Nos. § through 15 of this Agreement,

24.  This Agreement may be executed in counterparts and by facsimile copies of
signatures, ail of which when taken together shall constitute the entire Agreement with respect to

the issues addressed by this Agresment.

. CONCLUSION

For the reasons stated above, the Parties respectfully request that the Comumission
cater an ordér approving this Stipuiation and Settlement Agrsemcnt finding and concluding that
the Co:_ﬁmission’s approval of this Stipulation and Settlement Agreesient represents a fair, just,

and reasonable rasolution of all disputed issues and all issues that could have been raised in this

Docket.

[
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DATED this & day of June 2003. ' | agerzafzn
Accepted on behalfof - Accepted on behalf of :

AQUILA, INC.: ' STAFF OF THE COLORADO PUBLIC

, : UTILITIES COMMISSION: -

By By frees e .

Jou R. Empson Eric Jargesfon = ‘
1815 Capitol Avenue 1580 Logan Strest, Office Level 2
Omaha, NE 68102 Denver, CO 80203
Approved as to form: | Approved as to form:

ABEL., RAND, RUSSELL, COLLIER, : OFFICE OF THE ATTORNEY GENERAL

_ PITCHFORD & GORDON, CHARTERED

By: By:
"Steven H. Denman, CO Reg. #7857
2440 South Pineapple Avenue-

avid A Becketh, Rep. No, 23098*
John J. Roberts, Reg. No. 30124*

Post Office Box 49548 : Assistant Attormeys General
Sarasota, FL 34230-6948 Busmess and Licensing Section
(941) 366-6660 - 1525 Sherman Street, 5 Floor
(941) 366-3999 Facsimile Denver, Colorado 80203
(303) 623~6660 Denver number Telephone:  303-866-5135
Faceimile; 303-866-5393
Attorneys for Aquila, Inc. : :
Attoreys for the Staff of the Colorado
Public Uttlities Copunission
* Counsel of Record
AG ALPHA: R PUDFDTH , '
AG File:  BRURLROBEIUCW2A-177SEG AQUILA PLEDGE\AQUILAPI EDGESTIF_FINAL.DOC

R
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DATED this day of June 2003,

Accéptcd on behalf of
AQUILA, INC.:

By
Jom R. son
1815 Capitol Avenue

Cmaha, NE 68102

Approved as to foron

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

By:

Steven H. Denmen, CO Reg. #7857
240 South Pineapple Averue
Post Office Box 49948
Sarasota, FL 34230-69438 .
(941) 366-6660
(941) 366-3999 facsimile
{(303) 623-6660 Denver pumber

Attorneys for Aquila, Inc.
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Accépted on behalf of |
STAFY OF THE COLORADO PUBLIC
UTILITIES COMMISSION:
‘By:
Eric Jorgensen

1580 Logan Strest, Office Level 2
Denver, CO- 80203 .

Approved as to form:

OFFICE OF THE ATTORNEY GENERAL

By

David A. Beckett, Reg. No. 23098*
Jobn J. Roberts, Reg. No, 30124*

Assisiant Attorneys General

Business and Licensing Section

1525 Sherman Street, 5% Floor

Denver, Colorade 80203

Telephone: 303-866-5135

Facsimile:  303-866-5395

Attorneys for the Staff of the Colorado.
Public Utilities Comrmission,

* Counsel of Record

—_
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DATED this_$ 7/ day of June 2003.

Accepted on behaif of
AQUILA, INC..

By

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

Approved as to form:

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

Mo Wl

Steven H. Denman, CO Reg. #7857
240 South Pineapple Avenue
Post Office Box 49948
Sarasota, F1 34230-6948
(941) 366-6660
(941) 366-3999 facsimile
{303) 623-6660 Denver number

Attorneys for Aquila, Inc.
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Accepted on behalf of
STAFF OF THE COLORADO PUBLIC
UTILITIES COMMISSION:

Eric Jorgensen
1580 Logan Street, Office Leve] 2
Denver, CO 80203

Approved as to form

OFFICE OF THE ATTORNEY GENERAL

By

David A Beckett, Reg. No. 23098* -
John J. Roberts, Reg. No, 30124%
Assistant Attorneys General
Business and Lmensmg Section
1525 Sherman Street, 5 Floor
-Denver, Colorado 80203
303-866-5135
Facsimile:  303-866-5395
Attorneys. for the Staff of the Colorado
Public Utilities Commission

* Counsel of Record
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CERTIFICATE OF SERVICE

This is to certify that Thave dnly served the within STIPULATION AND

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

United States mail, fvst class postage prepaid, or as otherwise indicated, at Denver,

Colorado, this l ( 2+D day of Tune 2003, addressed as follows:

Stever F Denman, Esq.

ARBEL, BAND, RUSSELL; COLLIER,

- PITCHFORD & GORDON, CHARTERED
240 South Pineapple Avenue

Past Office Box 49943

Sarasota, FL 34230-6948

**Eric Jorgensen

Public Utilities Commission

1580 Logar Street, OL-2

Dienver, CO 80203

BY INTERDEPARTMENTAL MAIJL

“eiWendell Winger
Public Utilities Commission
- 1580 Lagan Street, OL-2-
Denver, CO 80203
BY INTERDEFARTMENTAL MAIL

#*+(3eri Santos-Rach

Public Utilities Cornrnission

1580 Logan Street, OL-2

Denver, CO 80203

BY INTERDEPARTMENTAL MATL

Jon BEumyon

Jenior Vice President
Aquila, Ine.

1815 Capital Avenue
Omaha, NE 68102 .

**Randy Garroutte
Public Utilities Cornmigsion
1580 Logan Street, OL-2

Denver, CO 80203

BY INTERDEPARTMENTAL MAIL

**Lamy Shiao

Public Utilites Commission

1580 Logan Street, OL-2

Denver, CO 80203 ‘
BY INTERDEPARTMENTATL MATL

Wendie Allstot

Advisory Staff

Public Utilities Commiission

1580 Logan Street, OL-2

Denver, CO 80203

BY INTERDEPARTMENTAL MAIL

,.—A—_———'__—'_—ﬁ———\
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Michasl Zimmerman
Advisory Staff
Public Utilities Commission

" 1580 Logan Strest, OL-2

Denver, CO 80203
BY H\TTERDEPARTMENTAL MATL

Vinson Sn.owbcrgcr

Advisory Staff

Public Utilities Commissiom

1580 Logan Street, QL-2

Denver, CO 80203 -

BY INTERDEPARTMENTAL MATL

AGANPHA: RS PUDFUTH
AGFLE PARLIREARLSINPUCCERTSVIIA TTEEG.DOC

+4022212501 T-814 P.028/031 F-Gd8

Appendix A

Docket No. 3A-1775EG
Deoizion No. RU3-0654
Tune 20, 2003

Page 17 of 20

Robert Bergman
Advisory Staff

- Public Utilities Commnuission

1580 Logan Street, QL-2
Denver, CO 80203 .
BY INTERDEPARTMENTAL M.AIL

Frank Shafer

Advisory Staff

Public THilitics Commissiui

1580 Logan Stxeet, OL-2

Denver, CO 80203

BY IN’I'ERDBPARMNI’AL MATL,
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= : L
Agquila Inc.
Cashfiow Statemient T
Quarter Ended March 34, 2003
DOther Non- Consolidated
{doflars in thousands) L8, Utilities Regulztad Aquila Ine.
Lire £ [Caghflow from Oberations
1 Net inenma .
2\ Adystments to retonciie netincome loss) to net cagh:
3 Depreciation & amorization expense
4 Restructuring charges
[} lrnpairmants_& Othar Charges -
& Cash pald on impairments & other chry. -
7 | Net chg. price Ask mem
B Deferrad taxas & tnvastmant tax credlis
] Equity in eam. of inve h—
10 Dividands & faes from investmants
-+-—11——{Changa.in.ganats & iab,
4 12 |A/R& AP, nat
12 |Resticted cagh
14 |Inventary & Suppliss
15 |Prepayments & Dther
18 | Accrued & Othar aursnt link
17 |Defermed Craedits
1% |Defared Chames & Other
18  |Customer funds on depasit
20 !Fundz on depesit
21 |Other
22 ' |Total Cashflow From Operations
2%
24 Cashflow from Investing

Addlfiong 1o Utility Plant

“|Merghant Capital Expenditures

Cash recalved on sale of assgts

28 (Othae
28 |Tetal Cashflow From investing
30
31 |Cashiiow From Financing
32 iIssuance ¢f common Stock
33 jissuancaci LTH
34 |Refirement of LTD
35 Shorkterm borrawings
36 [Netchg in long-tern gas contracts
a7 (Othar
38 |Fctai Cashilow Fram Fnancing
33 .
40 Jine (Dek} in Gash Equiv
41 |Cagh-Begin{Deceambar)
42 |Cash-Ending
sing
Foutnotes:

See detall axplanation of bolded line amsa on the "Detail Info™ workshgset.
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Other Non-
Regulated
Line & -
25 |Canada utility capital expenditures
-8 Capacity Services (MEP) capital expenditures (Power plant construction
commitments) '
Cash receivad on sale of agsets:
U.S. Networks—Sale of ST1
Capacity Servicas_Cash rec on sale of AGP recordsd as AR at year ahd
Whalesale Services—Cagh received on sale of AECC classified as restricted cash at
vear and ' ) )
Whalesale Services—Cash received on sale of AECC held a5 eserow af year end
Quanta Services—Cash recetved on sale of remiaining Quanta shares
27 Total Other Non-Regulated Cash raceived on sals of dsseis
Totzl Cash received on sale of assets -
Retirament of LTD;
Capacity Services:
Raecoon Creek
5onse Cregk
Total . )
{ess: non cash adj—sash callsteral used e pay down debt {cash outflow in investing
activity when posted earlier in yean)
Teta! Capacity services
Canada
Ausiralia
Comporate
uss
- [Wholesale
34 [Totai Other Non-Regulated Retired LTD
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