Decision No. C99-587

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF COLORADO

DOCKET NO. 99V-187EG

IN THE MATTER OF THE APPLICATION FOR WAIVER OF COST ALLOCATION RULES FOR ELECTRIC AND GAS UTILITIES’ NONREGULATED SERVICES BY SAN MIGUEL POWER ASSOCIATION, INC.

ORDER OF THE COMMISSION GRANTING A WAIVER OF CERTAIN PROVISIONS OF RULE (4 CCR) 723-47
Mailed Date:  June 9, 1999

Adopted Date: June 3, 1999

I. by the commission

A. Procedure and Record

1. On April 21, 1999, San Miguel Power Association, Inc., a Colorado corporation (“SMPA” or the “Cooperative”), filed with the Commission an Application, including the exhib-its, for a waiver from all provisions of Rule 4 Code of Colorado Regulations (“CCR”) 723-47. 

2. The Cooperative purports that:  (1) the nonregu-lated activities represent only a de minimus portion of SMPA’s gross revenues; and (2) that the time and expense involved in compliance with the rules are burdensome.

B. Findings of Fact

1. The Cooperative is a Colorado corporation, qual-ified to do business within the State of Colorado.  Its Restated Articles of Incorporation, as amended, have been filed with this Commission and it is in good standing with the Colorado Secre-tary of State.  The Cooperative is engaged in the purchase, transmission, distribution, and sale of electricity to its cus-tomers on its lines in the Counties of Montrose, San Miguel, Ouray, Dolores, San Juan, and Mesa in the State of Colorado.  

2. SMPA’s nonregulated activities are performed by San Juan Energy, L.L.C., a wholly owned subsidiary of the Cooperative.  Nonregulated activities consist of the sale of wholesale gas to two separate entities under contract and pro-viding electrical repair services on a contractual basis. Total annual revenue from these nonregulated sources for 1999 are projected to be less than $300,000.  Total nonregulated revenues for the year 2000 are not expected to exceed $200,000 as the wholesale gas contracts expire in 1999 and SMPA is not antic-ipating renewing the contracts. 

3. Total operating revenues for SMPA for the year ending December 31, 1998 were $12,330,861.  Mathematically, revenue for nonregulated activities is less than 2.5 percent of total revenues.  Nonregulated activities, according to the 1999 budget, will not significantly impact the profitability of SMPA.  For 1999, income from nonregulated activities is expected to exceed related expenses by $1,500. 

4. Provisions of Rule 4 CCR 723-47, in general:  (1) require the filing and approval of a cost allocation manual; (2) describe guidelines for transactions between the regulated company and nonregulated divisions, subsidiaries or affiliates; (3) prescribe disclosure requirements; and (4) provide for the retention of record keeping and support documentation informa-tion subsequent to the approval of the cost allocation manual being approved.

5. Good cause for granting the application exists, consistent with the ordering provisions below.

II. order

C. The Commission Orders That:

1. The application for waiver filed by San Miguel Power Association, Inc., is deemed complete.

2. San Miguel Power Association, Inc.’s request for a waiver from the cost allocation rules is granted to the extent that a cost allocation manual will not be required.  However, San Miguel Power Association, Inc., is required to continue to keep separate records of its regulated and nonregulated activi-ties, fully disclose the fact that nonregulated activities per-formed by its subsidiary, San Juan Energy, L.L.C., are not regulated by the Commission, and retain information sufficient to review transactions between the regulated utility and its nonregulated subsidiary. 

3. San Miguel Power Association, Inc., is not relieved of the burden of demonstrating that the cost allocation between the organization’s regulated utility business and the nonregulated activities of its subsidiary, San Juan Energy, L.L.C., conform with the cost allocation principles as described in Rule 4 Code of Colorado Regulations 723-47.  It is not neces-sary for San Miguel Power Association, Inc., to report these transactions; however, such information may be requested in a rate case or other action before the Commission.

4. This Decision and Order shall be effective on its Mailed Date.

D. ADOPTED IN COMMISSIONERS’ WEEKLY MEETING JUNE 3, 1999.
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