Before the Public Utilities Commission of the State of Colorado

Decision No. C08-0359
Docket No. 08S-108G

C08-0359Decision No. C08-0359
BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF COLORADO

08S-108GDOCKET NO. 08S-108G
RE:  INVESTIGATION AND SUSPENSION OF TARIFF SHEETS FILED BY SOURCEGAS DISTRIBUTION, LLC WITH ADVICE LETTER NO. 228.
ORDER SUSPENDING EFFECTIVE DATE
OF TARIFFS AND NOTICE OF HEARING
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IMPORTANT NOTICE:  ANY PERSON DESIRING TO PARTICIPATE ONLY BY MAKING A STATEMENT MAY DO SO BY APPEARING AT THE HEARING.  IF YOU DESIRE TO ASK QUESTIONS OF A WITNESS OR OTHERWISE PARTICIPATE AS A PARTY IN THIS RATE MATTER, YOU MUST REQUEST PERMISSION FROM THE COMMISSION TO BE AN INTERVENOR (EVEN IF YOU HAVE ALREADY FILED AN OBJECTION).  ANYONE DESIRING TO INTERVENE MUST CAREFULLY FOLLOW THE LAW AND COMMISSION RULES FOR BECOMING AN INTERVENOR.  FOR FURTHER INFORMATION ON HOW TO INTERVENE CALL (303) 894-2070 (PUC EXTERNAL AFFAIRS OFFICE).

I. BY THE COMMISSION

A. Statement

1. On March 4, 2008, SourceGas Distribution, LLC (SourceGas or Company) filed Advice Letter No. 228 (attached as Exhibit 1), along with pre-filed testimony and exhibits in support of the Advice Letter.

2. SourceGas states that the purpose of this filing is to: 1) increase its non-gas base rates revenues by $17,741,141; 2) consolidate its five different rate areas into a single rate area with an associated conversion to thermal billing; 3) combine SourceGas Wattenberg’s service; 4) update its schedule of special charges and fees; 5) revise its construction allowances and methodology; 6) implement adjustment mechanisms for bad debt and pipeline integrity costs; and 7) set its return on equity at 10.75 percent and its overall rate of return at 8.53 percent.

3. SourceGas requests that the tariffs accompanying Advice Letter No. 228 become effective on April 4, 2008.  Pursuant to § 40-6-111(1), C.R.S., the Commission may, in its discretion, set the tariffs for hearing which will suspend their effective date for 120 days.  If the Commission does not establish new rates before the expiration date of the suspension period of 120 days, or August 2, 2008, the tariffs filed by SourceGas may become effective.  Section 40-6-111(1), C.R.S., also provides that the Commission may, in its discretion, by separate order, suspend the effective date of the tariffs for an additional 90 days.  Thus, the Commission has the power and authority to suspend the effective date of the tariffs for a maximum of 210 days or, in this docket, until October 31, 2008.  If the Commission further suspends, by separate order, the effective date of the tariffs for an additional 90 days, and if no new rates are established by the Commission on or before October 31, 2008, the tariffs filed by SourceGas may become effective.

B. Findings of Fact

4. We will set the proposed tariffs for hearing and will suspend their effective date because the rates, terms, or conditions contained in the tariffs may be improper.  

5. We refer this matter to an Administrative Law Judge (ALJ). 

6. A pleading to intervene may be filed by any person, firm, or corporation desiring to be a party and fully participate in this proceeding, as ordered below.  The filing of any other document protesting the tariffs shall not allow participation as an intervenor in this matter.

7. We note that there are two cost adjustment mechanisms proposed in this docket, one for bad debt, and the other for pipeline integrity costs.  SourceGas states it has no meaningful control over the incurrence of bad debt and requests a charge of .75 cents per meter be added to all sales customer bills.   Additionally, the Company is seeking implementation of a Pipeline Integrity Cost Adjustment mechanism to recover costs in complying with the expected expansion of the Department of Transportation’s safety integrity management requirements.  There are no expenses incurred in the test year or to date.  However, SourceGas contends that pipeline integrity costs mandated by the government leave it without any discretion regarding the timing and amount of costs.  

8. The expected order from the Federal Energy Regulatory Commission regarding pipeline integrity will affect all gas utilities regulated by this Commission. We are considering conducting a review of this matter on an industry-wide basis so that we can understand how this issue may affect gas company costs and the appropriate manner for recovering those costs, assuming they are deemed necessary and prudent.  

9. As we have previously stated, we will also evaluate the subject of utility incentive mechanisms in an investigatory docket.  This will include an examination of the theory and practice of cost adjustment mechanisms such as the two mechanisms proposed by SourceGas in this case.

10. With this background, we request that the ALJ take notice of these parallel Commission activities, request that the parties address how the Commission’s larger inquiries affect this case, and incorporate these consideration into the ALJ’s recommended decision in this case.

II. ORDER

A. The Commission Orders That:

1. The effective date of the tariffs filed by SourceGas Distribution, LLC (SourceGas), on March 4, 2008, with Advice Letter No. 228, is suspended for 120 days until August 2, 2008, or until further order of the Commission.

2. The tariffs filed by SourceGas, with Advice Letter No. 228, will be set for hearing before an Administrative Law Judge who will set procedural dates by a future order.   

3. Any person, firm, or corporation, including any who have previously filed a document protesting the proposed tariffs, who desire to intervene and participate as a party in this proceeding shall file a motion to intervene with the Commission within 30 days after the mailing date of this Decision, and shall serve a copy of the motion on the attorney of record for SourceGas.  

4. This Order is effective upon its Mailed Date.

B. ADOPTED IN COMMISSIONERS’ WEEKLY MEETING
April 2, 2008.
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