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I. BY THE COMMISSION

A. Statement

1. On December 23, 2008, the Commission released Decision No. C08-1311 (Order on Exceptions) which ruled on exceptions filed by Public Service Company of Colorado (Public Service) to the Recommended Decision of the Hearing Commissioner in this docket.  The combination of the Recommended Decision and the Order on Exceptions resolved the issues of the rates filed by Public Service for this Phase II rate case.  The rates became effective on January 1, 2009.

2. On January 12, 2009, Seminole Energy Services, LLC (Seminole) filed an Application for Rehearing, Reargument, or Reconsideration (RRR) with respect to the Order on Exceptions.  Seminole was a party in this case and provided testimony on issues pertinent to its interests.

B. Issues Raised by Seminole

3. In its request for RRR, Seminole takes issue with the setting of the Service and Facility (S&F) charges in this case.
  Seminole has raised issues in this docket with respect to the relationship between the S&F charges for sales customers relative to transportation customers, asserting that the underlying costs associated with providing service to each class should be similar, other than the cost of gas.  Seminole reargues that if S&F charges are set too high for the transportation rate class relative to the sales rate class, firms such as Seminole would be placed at a competitive disadvantage.

4. Seminole states that the decision of the Commission to maintain the S&F charges at the existing level exacerbates the spread between the S&F charges for commercial sales and transportation customers.  Seminole contends that the Commission erred in setting the S&F charges in order to “provide rate stability for the residential class.”
  According to Seminole, the spread between the S&F charge for transportation customers and commercial sales customers is now higher than what was originally proposed by Public Service in Advice Letter No. 727-Gas.

5. In its Application, Seminole asks that the Commission reconsider the setting of the S&F charges, specifically to accept the original proposed S&F charges by Public Service at least for the non-residential customer classes.  Seminole states that the current rates are based on policy, not costs, and result in S&F charges that are three to four times higher for transportation customers versus sales customers.

C. Discussion and Findings of Fact

6. In our Order on Exceptions we have previously dealt with issues raised by other parties with respect to the setting of the S&F charges in this case and have affirmed the decision of the Hearing Commissioner in that area.  Further, in the Recommended Decision the evidence presented by Seminole was evaluated and ruled upon by the Hearing Commissioner.  Based on the discussion that follows, we deny Seminole’s request in its application.

7. The spread between the S&F charges for transportation customers and sales customers is not a new issue.  A series of gas pricing workshops was convened stemming from Docket No. 05S-264G to investigate this matter.  Based on these workshops, Public Service proposed in this docket to separate the commercial and transportation classes into two sub-classes: Large and Small.  Seminole supported the concept of the sub-division, but took issue with the level of S&F charges that were initially proposed in this docket by Public Service.  Now apparently Seminole has decided to support those initially proposed rates.

8. Seminole presented testimony in this case that was reviewed by the Hearing Commissioner and discussed within the Recommended Decision.  That decision stated:

The Hearing Commissioner finds based on the record that Public Service has met its burden of proof and the basis for Public Service’s proposal to split its CG and TF classes will result in just and reasonable rates.  Although we are concerned by the arguments raised by Seminole regarding the allocation and assignment of costs, the Hearing Commissioner does not find that Seminole’s arguments justify changing Public Service’s CCOSS model at this time.  The Hearing Commissioner would encourage Public Service and Seminole to have an on-going dialogue relating to the proper assignment of costs.  The Hearing Commissioner orders Public Service, in its next Phase II proceeding, to present testimony addressing the status of issues raised by Seminole in this docket including any resolutions or proposed cost assignment alternatives.

9. We are also not persuaded by Seminole’s rate impact comparison presented in its RRR application.  Seminole is comparing the ordered rates to those initially proposed by Public Service at the outset of this docket.  Those initial proposed rates, opposed by Seminole, never were in effect.  Consumers were paying pre-Phase II rates just prior to the effective date of the rates ordered by this Commission.  Therefore the initially proposed S&F rate spread comparison between the commercial and transportation classes used by Seminole in its RRR application was never a reality.  We acknowledge that it would be rather difficult to come up with a comparison as Seminole would like to do based on the fact that the customer classes for commercial and transportation rate categories are now split into two sub-categories.  However, the comparison Seminole makes to illustrate its argument for RRR is not proper.

10. Seminole asserts that the Commission set the S&F charges based on policy, not costs.  However, we point out that the maintenance of the S&F charges at the levels that had existed prior to the Phase II filing was also partly predicated on the rejection of Public Service’s proposed use of the Minimum Distribution System (MDS) allocation methodology in determining S&F charges.  The proposed use of the MDS resulted in higher proposed S&F charges across all customer classes and rejecting that methodology resulted in lower unit costs, and correspondingly lower S&F charges, across all classes of customers.  As stated in the Order on Exceptions:

We find that the Hearing Commissioner made an appropriate determination regarding the establishment of the S&F charges, weighing both the evidence in the case and public policy concerns.  The decision to keep the S&F charges at the same level as present less the GRSA is supportable by the cost models proffered by Public Service in this proceeding, once the use of the MDS method had been rejected.

11. Public Service develops the S&F charges for transportation customers by taking the S&F costs for commercial sales customers and adding to that monthly charge the directly assigned incremental costs of providing service to the transportation customers.
  At issue here is what would be a reasonable adder that Public Service may use on top of the commercial classes’ S&F charge to assess on the transportation classes.  The essence of that topic is the direct assignment of costs by Public Service to the transportation customers for the incremental costs of servicing that segment over and beyond the costs of traditional commercial sales customers.  That issue was vetted in the case as described above to our satisfaction.  We reaffirm the Hearing Commissioner’s order that Public Service and Seminole should have ongoing discussions to address the assignment of these costs to the transportation class and that Public Service provide testimony directed at this topic in its next Phase II gas rate case.

II. ORDER

A. The Commission Orders That:

1. The Application for Rehearing, Reargument, or Reconsideration by Seminole Energy Services, LLC filed on January 12, 2009 is denied consistent with the discussion above.

2. This Order is effective on its Mailed Date.

B. ADOPTED IN COMMISSIONERS' WEEKLY MEETING
January 28, 2009.
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� Seminole RRR, p.4.


� Seminole RRR, p.5.


� Decision No. R08-1127, para. 127.


� Decision No. C08-1311, paragraph 36.


� The incremental revenue requirement for the transportation class in this case is $1.334M and is split between the small and large categories by $1.009M and $0.325M, respectively.  It is allocated evenly over each customer on a monthly basis.
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