Decision No. C97-930

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF COLORADO

DOCKET NO. 97C-388G
Regarding The Investigation Of The Justness And Reasonableness Of Rates Of Peoples Natural Gas Company, Division Of Utilicorp United, Inc.
ORDER TO SHOW CAUSE AND NOTICE OF HEARING
Mailed Date:  September 11, 1997

Adopted Date:  September 9, 1997

I. BY THE COMMISSION:

A. Statement

1. The Colorado Public Utilities Commission hereby issues this Order to Show Cause and Notice of Hearing to Peoples Natural Gas Company, Division of UtiliCorp United, Inc. ("Peo-ples" or "Company").  As discussed infra, based upon an inves-tigation conducted by Commission Staff ("Staff"), the Commission concludes that there is reason to believe that the rates and charges currently in effect for Peoples may be excessive and, therefore, not just and reasonable.  Therefore, Peoples will be ordered to appear before the Commission, at a time and date set forth below and as further established by an Administrative Law Judge for the Commission, to show cause why its currently effec-tive rates should not be modified.

B. Findings and Conclusions

1. Peoples is a public utility engaged in the dis-tribution and resale of natural gas for domestic, mechanical, or public uses.  Presently, Peoples provides natural gas service to approximately 34,000 residential and 3,000 commercial customers in its Colorado service territory, including the communities of Arriba, Bethune, Black Forest, Burlington, Cascade, Castle Rock, Cheyenne Wells, Chipita Park, Elizabeth, Flagler, Fountain, Franktown, Genoa, Glen Eagle, Green Mountain Falls, Hugo, Joes, Kiowa, Kirk, Limon, Monument, Palmer Lake, Perry Park, Seibert, Stratton, Vona, Widefield, Woodland Park, Woodmoor, and Yuma, Colorado.  As a public utility, Peoples is subject to the Commis-sion's jurisdiction pursuant to the Public Utilities Law, Arti-cles 1 to 7, Title 40, C.R.S.

2. The regulated rates and charges presently in effect for Peoples were set by the Commission in Docket No. 92S-292G, based upon a test year ending December 31, 1991.  Spe-cifically, those rates and charges were approved in Decision No. R93-310 (dated March 31, 1993).  Pursuant to that decision, Peoples' authorized rate of return on equity was established at 12 percent, and its authorized rate of return on rate base at 10.67 percent.  The rates and charges approved in Decision No. R93-310 were based upon those rates of return.

3. Since Peoples' rates were last reviewed and estab-lished by the Commission--over four years have elapsed since that time--it appears that substantial changes have occurred in Peo-ples' operations.  For example, an investigation conducted by Staff of Peoples’ PUC Annual Reports indicates that, based upon a comparison of the test year in Docket No. 92S-292G to the year ending December 31, 1996, Peoples (total Company basis) has expe-rienced an increase of 16.19 percent in Mcf sales; an increase of 30.35 percent in average number of customers; and an increase of 19.87 percent in operating revenue.  Staff's investigation indi-cates that, for the year ending December 31, 1996, Peoples' rate of return on rate base was 11.74 percent (compared to an author-ized return of 10.67 percent).  Generally, recent information regarding Peoples’ operations indicates that the Company may be earning at levels in excess of a fair and reasonable return.

4. Section 40-3-101(1), C.R.S., provides:


All charges made, demanded, or received by any public utility for any rate, fare, product, or com-modity furnished or to be furnished or any service ren-dered or to be rendered shall be just and reasonable.  Every unjust or unreasonable charge made, demanded, or received for such rate, fare, product or commodity, or service is prohibited and declared unlawful. . . .

Furthermore, § 40-3-102, C.R.S., states:


The power and authority is hereby vested in the public utilities commission of the state of Colorado and it is hereby made its duty to adopt all necessary rates, charges, and regulations to govern and regulate all rates, charges, and tariffs of every public utility of this state to correct abuses; to prevent unjust discriminations and extortions in the rates, charges, and tariffs of such public utilities of this state; to generally supervise and regulate every public utility in this state; and to do all things, whether specifically designated in articles 1 to 7 of this title or in addition thereto, which are necessary or convenient in the exercise of such power. . . .

5. Rates and charges which result in excessive earn-ings for a public utility are unjust and unreasonable, and, therefore, unlawful.  The above-referenced statutes indicate that the Commission has the power and duty to modify such rates and charges.  Since Staff's investigation suggests that Peoples' cur-rently effective rates may be resulting in Company earnings above a fair and reasonable return (i.e., the rates are excessive), sufficient cause exists to hold a hearing to determine the facts of the matter, to hear material argument, to receive evidence and testimony from Staff and other interested parties, and to deter-mine what order or requirement, if any, shall be issued by the Commission, including, but not limited to, an order that Peoples reduce or modify its rates and charges.

C. Notice of Hearing

1. Given the nature of this case, we find it appro-priate that Peoples and all other interested parties who are per-mitted to intervene appear at a prehearing conference before an Administrative Law Judge for the Commission to establish the pro-cedural schedule herein.  Therefore, Peoples will be ordered to appear at the below-specified date and time for the purpose of establishing further procedural requirements in this case, including, but not limited to, the dates for the prefiling of testimony by interested parties and the dates for hearing in this matter.  Interested persons shall file motions for intervention or other appropriate pleading to become a party to this case, in accordance with the Commission's Rules of Practice and Procedure, 4 CCR 723-1, within 30 days after the effective date of this order.

II. ORDER

A. The Commission Orders That:

1. Consistent with the above discussion, Peoples Natural Gas Company, Division of UtiliCorp United, Inc., is ordered to appear before the Commission to show cause why the Commission should not enter an order to reduce or modify Peoples Natural Gas Company, Division of UtiliCorp United, Inc.'s rates and charges, and why the Commission should not take other appro-priate action in this proceeding.

2. Interested persons shall file their motions for intervention or other pleading to become a party to this case, in accordance with the Commission's Rules of Practice and Procedure, 4 Code of Colorado Regulations 723-1, within 30 days following the effective date of this Order.

3. Peoples Natural Gas Company, Division of UtiliCorp United, Inc., and all other parties to this case shall appear for a prehearing conference before an Administrative Law Judge for the Commission at the following date, time, and place:

DATE:
October 17, 1997

TIME:
9:00 a.m.

PLACE:
Commission Hearing Room A

Office Level 2  (OL 2)

Logan Tower

1580 Logan Street

Denver, Colorado
The purpose of the prehearing conference shall be to establish procedural requirements for this proceeding, including the dates for prefiling of testimony and dates for hearing.

4. This Order is effective on its Mailed Date.

B. ADOPTED IN COMMISSIONERS' WEEKLY MEETING September 9, 1997.
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