Decision No. C01-1330

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF COLORADO

DOCKET NO. 99A-377EG

iN THE MATTER OF THE APPLICATION OF PUBLIC SERVICE COMPANY OF COLORADO FOR COMMISSION AUTHORIZATION FOR NEW CENTURY ENERGIES, INC. TO MERGE WITH NORTHERN STATES POWER COMPANY; FOR EXTENSION OF THE CURRENT REGULATORY PLAN WHICH INCLUDES AN EARNINGS SHARING MECHANISM; AND FOR SUCH OTHER RELIEF AS MAY BE APPROPRIATE OR NECESSARY.

COMMISSION ORDER approving partial stipulation and establishing a Gas department quality of service program

Mailed Date:  December 28, 2001

Adopted Date:  December 12, 2001
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I.
BY THE COMMISSION

A. Statement

1. This matter comes before the Commission for the creation and establishment of a Quality of Service Program (“QSP”) for Public Service Company of Colorado’s (“Public Service” or “the Company”) gas department.  By Decision No. C00-393, the Commission approved a merger stipulation which provided, among other things, for the parties to work to develop a QSP for Public Service’s gas department.  Following a series of extensions,
 Public Service filed a status report on July 31, 2001, indicating that a comprehensive agreement on all aspects of a Gas QSP had not been reached and likely could not be reached before September 7, 2001.
  Public Service also indicated that the parties had reached agreement on a number of matters and planned to submit a partial stipulation to the Commission for approval in this proceeding.

2. Public Service, the Colorado Office of Consumer Counsel (“OCC”), and the Staff of the Colorado Public Utilities Commission (“Staff”) prefiled testimony.  The Commission heard the matter on November 6, 2001.  The parties filed statements of position on November 16, 2001.  On November 19, 2001, Public Service filed a Motion for Leave to Supplement Statement of Position, effectively adding almost ten pages to its Statement of Position.  On November 30, 2001, Staff filed its response opposing the motion.  The Commission’s held public deliberations for this docket were held on December 12, 2001.  Now being duly advised on this matter, we rule as follows.

B. Findings

1. Motion for Leave to Supplement Statement of Position

Public Service filed a Motion for Leave to Supplement its Statement of Position on November 19, 2001.  Public Service requested that ten additional pages (proposed pages 21 through 30) be substituted for filed pages 21 and 22.  As the basis for the supplemental statement of position, counsel for Public Service states that he was called out of town on mandatory business for two days and had other pressing business commitments that consumed a significant portion of the ten-day period allotted for the preparation of Statements of Positions.  Staff argues that all parties were faced with the same aggressive briefing schedule and the Company has failed to provide sufficient justification for granting the motion.  We agree with Staff that Public Service has failed to show sufficient cause to grant its motion, therefore the motion is denied.

2. The Partial Stipulation

a. Attached as Exhibit DAB-1 to Exhibit A is the partial stipulation reached by the parties.  The stipulation provides, inter alia, the Gas QSP will be in effect from 2002 to 2007; a Leak Permanent Repair (“LPR”) service metric is established; the LPR metric will be a two-tier metric with the first tier being a Total System average of the total time to permanently repair a leak of 9.77 days; the second tier being a Total System average number for the top 10 percent of LPR repair time not to exceed 78.67 days; if either of these two tiers are exceeded a bill credit will be applied to gas customers; by April 1 of each year, Public Service will file a report with the Commission and the OCC detailing the Company’s actual performance for the performance year covered by the Gas QSP; by May 1 of each year, Staff will review and verify the findings in the Company’s report and submit a report to the Commission; the initial total maximum bill credit is $1 million dollars; if a service metric is exceeded, a ratchet mechanism  could increase the potential maximum total bill credit to $3 million dollars in $500,000 dollar increments, or ratchet the bill credit back to the minimum total bill credit of $1 million dollars in $500,000 dollar increments; and finally, if the Commission decides to include a meter reading metric that its possible bill credit weight not exceed 10 percent.

b. All parties recommended that the Commission accept the partial stipulation.  The Commission finds the partial stipulation is in the public interest and it is approved.

3. Other Possible Service Metrics

a. Gas Odor Response Time

(1) A proposed service metric for Gas Odor Response Time (“GORT”) was the most contentious issue in this case.  Public Service strongly believes the creation of a single benchmark for its entire service territory would increase the Company’s exposure to liability in future civil litigation.  According to the Company, if the Commission adopts a GORT metric, it would effectively be establishing a de facto safety standard.  Company witness Stoffel notes that the Commission acts as the Department of Transportation’s (“DOT”) agent for ensuring that Colorado intrastate pipelines comply with DOT established safety standards.  According to Mr. Stoffel, the DOT rules do not establish specific performance standards for gas odor response.  Instead, DOT simply requires utilities to have developed written procedures for responding to emergencies.  Currently, the Company's Gas Standards Manual requires a response to a customer-initiated gas odor complaint in less than four hours. Public Service contends a rapid response to a gas odor call is not required to increase customer satisfaction with the Company’s service, but to ensure the safety of people and property.  Public Service makes the distinction that a response to a gas odor call is to ascertain and secure the safety of the situation and to do so as promptly as possible, while LPR relates to the Company’s responsiveness in ensuring the long-term reliability of facilities where a gas leak has occurred.

(2) The OCC contends a GORT metric should be adopted.  According to the OCC, because of its long-standing and widespread public awareness campaign, Public Service has created a public expectation that the Company will respond promptly to reports of an odor of natural gas.  The OCC believes the Company would reinforce its public awareness campaign by meeting or exceeding a reasonable benchmark for responding to a report of an odor of natural gas.  The OCC advocates an initial benchmark of 60 minutes
 until more data can be collected and analyzed.

Staff believes a GORT metric should be adopted.  It contends responding to a customer’s call of a natural gas odor, avoiding meter reading errors, and permanently repairing gas leaks are separate and important functions of 

providing gas service.  Staff contends by establishing metrics with regard to each of these three aspects will provide a more complete picture of the quality of service provided by the Company.  Similar to the LPR metric, Staff proposes a two-tier metric for GORT.  The first tier would be a system-wide simple arithmetic average metric of 70.20 minutes and the second tier would be a simple arithmetic average metric of the top 10 percent of all GORT not to exceed 336.70 minutes.  Under the Staff’s proposal, if the Company fails to meet either of the tiers, gas customers would be entitled to a bill credit.

(3) We decline to adopt a GORT service metric.  We believe that while this metric captures both an element of safety and quality of service, it is primarily a measure of safety and should not be included in a quality of service program.  In reaching this determination, we carefully reviewed the parties’ arguments regarding the potential increase in liability with the enactment of this metric.

(4) While Public Service argues that adoption of a GORT service metric will increase its exposure to liability significantly, Staff argues that any increase in liability will be de minimus at best.  OCC couches its argument on the basis that as a gas delivery entity, Public Service is held to a higher duty of care anyway, and as such its concerns that its liability exposure will increase are unfounded.

(5) We find the mark to lie somewhere in the middle of these arguments.  Although adoption of a GORT may establish the applicable standard of care, or serve as evidence of that standard in a negligence action, this is true of all Commission orders and regulations that are enacted for the public’s safety.  Gerrity Oil & Gas Corp. v. Magness, 946 P.2d 913, 930 (Colo. 1997).  We will therefore accord the liability issue no more weight than any other issue in deciding whether to establish a gas odor response time metric.

(6) Public Service argues that we should not adopt the GORT measure based on Staff’s position that it is an appropriate quality of service measure because GORT can be measured, multiple standards are better, and historical data on gas odor call response time exist.  We agree with Public Service’s line of reasoning here and therefore decline to adopt a gas odor response time measure.

b. Meter Reading Error

Initially the Company asserted the LPR service metric was sufficient to capture and measure customer service
.  However, in its rebuttal testimony Public Service  

stated that it would not oppose a Meter Reading Error (“MRE”) metric as long as it is fair and accurately tracks its performance.  The Company is concerned that the MRE metric developed by Staff includes factors that are beyond its control, for example, customers moving, equipment malfunctions, and meter inaccessibility.

(7) Staff witness Kwan recommends that the number of meter reading errors be “all inclusive.”  The all-inclusive concept would capture any errors whether they are from manually read meters or meter malfunctions.  According to Staff, to a customer an error is an error no matter how it occurred.  In its proposal, Staff recommends the Commission adopt a system-wide service metric not to exceed 631 meter reading errors.
  Staff contends that the historical data
 do not support the concept of increasing the metric based on growth in number of customers.

(8) The Company notes that the reason for the substantial decrease in the number of meter reading errors is attributable, in part, to the completion of the Automated Meter Reading (“AMR”) program
 in the first quarter of 1999.  Additionally, according to the Company, it released the temporary and less experienced meter readers during the conversion to AMR and instituted certain incentive programs to improve performance in this area.  Public Service proposes a MRE metric of 0.00987 percent (essentially one meter reading error in every 10,000 meters read).  This metric represents the number of manual meter reading errors found by the customer relative to the number of manual meters read during 1998.  According to the Company, the 1998 benchmark is more appropriate since it is more reflective of the pre-merger levels of service that it agreed to maintain.

(9) We find that a meter reading error metric should be adopted.  We also concur with Public Service that the metric should not include such things as meter malfunctions and customer-caused
 billing errors.  We decline to adopt Staff’s argument that the metric should be a fixed value.  Instead, we will adopt a metric based on a percentage of the number of manual meter reading errors found by customers relative to the number of meters read.  As discussed previously, Public Service has provided a percentage based on calendar year 1998 only.  We reject the single year percentage and direct that the new metric be based on the simple average of calendar year 1998 percentage and calendar year 1999 percentage.

4. Percentages to Assign to Each Metric

c. Each party to the proceeding proposes different percentages to apply to each service metric for the possible bill credits.  Public Service recommends that 90 percent of the possible bill credit be assigned to the LPR metric and 10 percent of the possible bill credit be assigned to a MRE metric.  OCC recommends the possible bill credit be allocated 45 percent to the LPR metric, 45 percent to a GORT metric, and 10 percent to a MRE metric.  Staff recommends the possible bill credit be allocated 30 percent to the LPR metric, 60 percent to a GORT metric, and 10 percent to a MRE metric.

d. As a result of the Commission adopting only the LPR and MRE metric, the possible bill credit shall be allocated 90 percent to the LPR metric and 10 percent to the MRE metric.  We note that this is consistent with provision 10(a) of the partial stipulation which provides that if an MRE metric is created its weight only be a maximum of 10 percent.

5. Bill Credit Interest Provision

e. The issue of when interest should start accruing on disputed bill credits was contested by the parties.  Both the Staff and OCC believe that, similar to the Electric QSP, interest on disputed amounts should start accruing interest following the September billing cycle.  The OCC believes that accruing interest on amounts not remitted after the September billing cycle adds a sense of urgency to the resolution process of potential disputed issues.  Furthermore, the OCC believes keeping the tariff language consistent between the Electric and Gas QSP is preferable.

f. Public Service, on the other hand, believes that interest should start accruing on any amount not remitted by the end of the billing cycle that begins 60 days after the final Commission decision at an interest rate equal to the customer deposit interest rate.  According to Company witness Blair, the bill credits are penalties to be credited to customers once it has been determined that the Company failed to meet the applicable service metric.  Consequently, when Staff of the OCC contests a service metric and the matter is set for hearing, the Company should not be penalized for the “regulatory lag” associated with litigating matters before the Commission.

g. The Commission agrees with Public Service that it should not have to pay interest on disputed bill credits until an administratively final Commission decision has been made.  Therefore, under the Gas QSP, any interest on disputed bill credits will start accruing interest on any amount not remitted by the end of the billing cycle that begins 60 days after the final Commission decision at an interest rate equal to the customer deposit interest rate.

6. Additional Reporting Requirements

h. Staff makes several recommendations that would impose additional reporting requirements on Public Service.  They are: 1) Require the Company to provide regional information, not just system-wide information for all Gas QSP measures; 2) Require Public Service to develop a new data collection and retention system for data necessary for the Gas QSP; 3) Require the Company to file an application if it intends to change the collection, recording, maintenance, retrieval, or reporting of data; 4) Require Public Service to report the magnitude of meter reading errors; and 5) Require the Company to have the Gas QSP reporting requirement incorporated into its tariff.

i. The Commission will reject all of these requests for additional reporting requirements.  As for the first item, regional information reporting, we believe that the system-wide average provided for under the stipulation is sufficient.  If the Staff wishes to obtain the regional information, they may use the discovery process or its audit powers.

j. We also believe that a requirement to develop new data collection and retention systems will require additional resources and expenses for which little value will be gained for the ratepayer.

k. The requirement for Public Service to file an application when it seeks to change the collection, recording, maintenance, retrieval, or reporting of data is burdensome and unnecessary.  The stipulation provides that all data used to calculate the values of the Gas QSP measures will be provided, plus the formulae, calculations, and work papers.

l. The request to compel Public Service to record and track the magnitude of billing errors is also unnecessary.  The Commission does not want to expand the MRE metric to include another facet for size of meter reading error.  An error is an error from a customer perspective.

m. Finally, the requirement to have the reporting requirements incorporated into the Gas QSP tariffs is denied.  We agree with the Company that by approving the stipulation, we obtain the same effect as if the reporting requirements were included in the tariff.  We do not think the Company’s tariff should have a reporting requirement included in it.

II.
ORDER

A.
The Commission Orders That:

3. The Motion for Leave to Supplement Statement of Position filed by Public Service Company of Colorado is denied.

4. The partial stipulation attached as Exhibit DAB-1 to Exhibit A is granted.

5. The gas QSP shall commence on January 1, 2002, consistent with the above decision.

6. This Order is effective on its Mailed Date.

B.
ADOPTED IN COMMISSIONERS’ DELIBERATIONS MEETING
 

December 12, 2001.

THE PUBLIC UTILITIES COMMISSION
OF THE STATE OF COLORADO



RAYMOND L. GIFFORD
________________________________



POLLY PAGE
________________________________



JIM DYER
________________________________

Commissioners
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� See, Decision Nos. C01-59, C01-310, and C01-537.


� In Decision No. C91-788, the Commission set a procedural schedule for the case in the event a comprehensive settlement could not be reached.


� According to the OCC witness Greenwood, this value is slightly less than the average of the Company’s annual internal benchmark for its Denver region in 1997, 1998, and 1999.


� The Company notes that under the current Electric QSP there are two service metrics (telephone response and customer complaints) which measure possible deterioration in gas customers’ service levels.


� Under Staff’s proposal, the magnitude of each meter reading error would be incorporated into the metric as data are established in the future.


� According to Staff, the number of meter reading errors had dropped each year since 1997. While during the last three years, the Company has added 105,418 new gas customers.


� The AMR program converted 100,000 meters in the Denver metropolitan area to an automated system which results in meters being read via radio signals instead of having to be read manually by meter readers.


� These would include, but not limited to, customers moving, meter inaccessibility, incorrect meter readings provided by customers who call in to report their own usage.
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