Decision No. R02-681

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF COLORADO

DOCKET NO. 02F-139E

e. david sharman,

 
complainant,

v.

morgan county rural electric association,


respondent.

recommended decision of
administrative law judge
william j. fritzel
dismissing complaint

Mailed Date:  June 17, 2002

Appearances:

E. David Sharman, Brush, Colorado, Pro Se; and

David L. Roberts, Esq., Fort Morgan, Colorado, for Morgan County Rural Electric Association.

I.
statement

A. On February 22, 2002, E. David Sharman (“Complainant”) filed a complaint signed by 25 customers of Morgan County Rural Electric Association (“Respondent”).

B. On March 5, 2002, the Commission issued an Order to Satisfy or Answer.

C. Respondent filed an Answer to the Complaint on March 22, 2002.

D. A hearing was scheduled for April 25, 2002 in Brush, Colorado.

E. The hearing was held as scheduled.

F. Testimony was received from witnesses E. David Sharman and Judy K. Lambert.  Exhibit Nos. 1 through 5 and A through S were marked for identification.  Exhibit Nos. 1, 2, and 5 were admitted into evidence.  Exhibit Nos. 3 and 4 were not offered.  Exhibits A through C, E, F, and Q were admitted into evidence.  Exhibits D, G through P, R, and S were rejected.

G. The parties were granted a ten-day period following the hearing to file statements of position.  Statements of position were filed by Complainant and Respondent.

H. Pursuant to § 40-6-109, C.R.S., the record of the proceeding and a written recommended decision are transmitted to the Commission.

II.
findings of fact and conclusions of law

I. Complainant E. David Sharman and 25 other persons are customers of Respondent.  Complainant alleges that Respondent’s electric rate increase of rate class 05, Stock Well customers is unfair and unjust.

J. Respondent is a rural electric cooperative Association.  In September of 1983, Respondent’s customers in an election voted to become self-regulated and exempt from the Public Utilities Law contained in Articles 1 through 7 of Title 40 of the Colorado Revised Statutes.  (See Exhibit No. 5.)

K. The Colorado Public Utilities Commission has jurisdiction to hear the Complaint pursuant to § 40-9.5-106(3) C.R.S.  Subsection (3) states:

No rates, charges, rules, or regulations of a cooperative electric association shall be unjust or unreasonable.  Any complaint under this subsection (3) shall be resolved by the public utilities commission in accordance with the hearing and enforcement procedures established in Articles 6 and 7 of this title if the complaint alleging a violation is signed by the mayor, the president, or chairman of the board of trustees, or a majority of the council, commission, or other legislative body of an affected county, city and county, city, or town, an affected public utility, or any one or more affected entities constituting a separate rate class of the association or is signed by not less than twenty-five customers or perspective customers of such association.

L. On April 1, 2001, Respondent, pursuant to its amended tariff pertaining to Stock Well rates, increased the Stock Well facilities charge per month from $13 to $20.  The rate went into effect on April 1, 2001.  (Exhibit Q)  The rate increase approved by Respondent’s board of directors was based on a cost of service study prepared by C.H. Guernsey and Company. 

M. Judy K. Lambert, Manager of the Rate Analysis Section of C.H. Guernsey sponsored Exhibit No. 2 which is the rate analysis and cost of service study relating to Respondent’s service.  Ms. Lambert testified that the study used a test year of 12 months ending December 31, 1999.  The comprehensive cost of service study demonstrates that the increase in the facilities charge per month from $13.00 to $20.00 pertaining to Respondent’s Stock Well rate class was necessary to remedy a shortfall in annual revenue.  The cost of service study indicates that an annual revenue shortfall existed overall, including a revenue deficit for the Stock Well rate class. Therefore, Respondent adjusted the rates for the Stock Well class, as well as certain other classes, to cover the costs of providing service to the rate classes.

N. The cost of service study assigns specific demonstrable costs caused by each classification of customer.  Each class is grouped according to usage patterns and similar customer usage.  The rate design attempts to eliminate any cross-subsidization among the classes of customers, and attempts to assign costs to specific classes that cause the costs.  The rates should be sufficient to be compensatory in order to allow Respondent to provide reliable service to all classes.

O. Complainant focused on economic issues relating to the cost of production of cattle, and environmental concerns resulting from the increase in rates to the Stock Well class.

P. Part of the total cost for cattle production includes the cost of energy for stock wells.  Complainant testified that the increase in rates raises the overall cost to the cattle producer resulting in an overall reduction of a producer’s profit margin.  If the producer cannot economically maintain cattle on his land, the rangeland grasses would suffer since cattle are a necessary to maintain healthy grasslands.  Complainant testified that the costs of producing cattle continue to increase, while the market price for cattle ready to be sold by the producer show a downward trend.  The stock well rate increase exacerbates the overall costs of cattle production.  Complainant suggests that since Respondent can assign rate increases to various categories of service, the increase in rates for the Stock Well class should be distributed among the various classes of service.

Q. The issue in the instant proceeding is whether the Stock Well rates are just and reasonable.  The evidence of record establishes, and it is found, that the rate increase implemented by Complainant on April 1, 2001 to the Stock Well class is fully justified by the cost of service study prepared by C.H. Guernsey and Company, Exhibit No. 2.  It is found and concluded that the Stock Well rates, effective April 1, 2001 are just and reasonable.

R. The cost of service study shows that an increase to the Stock Well rate class, as well as to certain other classes of service are needed to cover costs to maintain just and reasonable rates for all classes of service, and to prevent cross-subsidization and discrimination among the classes of service.  

S. Complainant chose to base his case almost exclusively on economic impacts of the cattle producer.  While it is understandable that any increase in the cost of production of cattle results in a negative economic impact on the producer, the issue before the Commission in this proceeding is whether the stock well rates are just and reasonable.  Complainant did not produce any evidence to establish that the cost of service study, which is the basis of the rate increase, is flawed, nor did Complainant introduce an alternate study to establish that the rates for the Stock Well class are unjust and unreasonable.

T. Pursuant to § 40-6-109, C.R.S., it is recommended that the Commission enter the following order.

II.
order

U. The Commission Orders That:

1. The complaint of E. David Sharman v. Morgan County Rural Electric Association is dismissed.

2. Docket No. 02F-139E is closed.

3. This Recommended Decision shall be effective on the day it becomes the Decision of the Commission, if that is the case, and is entered as of the date above.  

4. As provided by § 40-6-109, C.R.S., copies of this Recommended 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 unless the decision is stayed by the Commission upon its own motion, the recommended decision shall become the decision of the Commission and subject to the provisions of § 40-6-114, C.R.S.

b. If a party seeks to amend, modify, annul, or reverse basic findings of fact in its exceptions, that party must request and pay for a transcript to be filed, or the parties may stipulate to portions of the transcript according to the procedure stated in § 40-6-113, C.R.S.  If no transcript or stipulation is filed, the Commission is bound by the facts set out by the administrative law judge and the parties cannot challenge these facts.  This will limit what the Commission can review if exceptions are filed.

5. If exceptions to this Decision are filed, they shall not exceed 30 pages in length, unless the Commission for good cause shown permits this limit to be exceeded.

THE PUBLIC UTILITIES COMMISSION
OF THE STATE OF COLORADO



WILLIAM J. FRITZEL
_______________________________


Administrative Law Judge

( S E A L )

[image: image1.png]



ATTEST: A TRUE COPY

[image: image2.png]éu,‘,?f- péC‘—ZT-';_




Bruce N. Smith
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