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PROCEEDING NoS. 13A-0046G, 13A-0067G, & 13AL-0143G


R13-1264-IDecision No. R13-1264-I
BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF COLORADO

PROCEEDING13A-0046G NO. 13A-0046G
IN THE MATTER OF THE application of rocky mountain natural 
gas llc for an order authorizing it to put into effect a system 
safety and integrity rider.  
PROCEEDING13AL-0143G NO. 13AL-0067G  

IN THE MATTER OF THE ADVICE LETTER NO. 77 filed by rocky mountain natural gas llc to restructure and unbundle its service and to replace tariff no. 3 in its entirety to become effective march 4 2013.  
PROCEEDING13AL-0143G NO. 13AL-0143G  

IN THE MATTER OF THE ADVICE LETTER NO. 261 OF SOURCEGAS 
DISTRIBUTION LLC TO REVISE ITS COLORADO SCHEDULE OF RATES 
FOR NATURAL GAS SERVICE AVAILABLE IN THE ENTIRE TERRITORY 
SERVED BY THE COMPANY, WITH TARIFF SHEETS FOR PUC NO. 7, 
TO BECOME EFFECTIVE MAY 1, 2013.  
interim decision of 
ADMINISTRATIVE law Judge 
paul c. gomez
granting joint motion to file 
supplemental answer testimony;
denying request for additional notice;
extending deadline to file 
rebuttal/cross-answer testimony; and 
waiving response time to motion
Mailed Date:  October 8, 2013
I. STATEMENT  
A. Background
1. On September 27, 2013, Staff of the Commission (Staff) and the Office of Consumer Counsel (OCC) filed a Joint Motion for Permission to File Supplemental Answer Testimony and Request for Shortened Response Time (Joint Motion).  Staff and OCC seek to file supplemental answer testimony based on a newly discovered issue by the parties regarding SourceGas Distribution’s (SGD) treatment of Working Gas Storage Cost (WGSC) as a component of its Gas Cost Adjustment (GCA) mechanism.  

2. According to the Joint Motion, SGD seeks to recover a return component on the cost of its Working Gas storage inventory by applying SGD’s existing pre-tax return on rate base granted in Proceeding No. 10AL-455G to determine a revenue requirement for the Working Gas inventory assigned to SGD by Rock Mountain Natural Gas, LLC (RMNG) in this consolidated proceeding.  The Joint Motion cites the direct testimony of Mr. James M. Elliot which indicates that SGD will implement the WGSC through an interim GCA filing.  

3. The Joint Motion then points to Advice Letter No. 261 in which SGD states that “the proposed tariff revisions … will not change the rates charged to or the revenues received from the customers of SGD’s system in the Western Slope Area.”  (Emphasis in Original)  Staff and OCC concede that SGD raised the issue of the WGSC in its direct testimony and neither party came to their conclusion that the proposal would result in an increased revenue requirement for SGD that would be recovered through the WGSC component of the GCA until recently.  It is Staff’s and OCC’s position that the notice of Advice Letter No. 261 is misleading and inaccurate.  

4. As a result, Staff and OCC seek to address this issue in supplemental answer testimony and provide SGD an opportunity to respond to the issue.  Staff and OCC propose allowing for rebuttal testimony to be extended to October 11, 2013.  

5. In addition, Staff and OCC request that SGD be required to re-notice Advice Letter No. 261 including a new notice to its customers.  Staff and OCC further provide that they have no objection to a further suspension of the tariff for SGD which is contained within Proceeding No. 13AL-0143G.

6. SGD and RMNG (collectively, the Companies) filed their response pleading on October 2, 2013.  The Companies disagree with Staff and OCC and represent that SGD’s Advice Letter No. 261 filing is accurate, sufficient, and complies with the requirements of § 40-3-104, C.R.S.  

7. In their response pleading, the Companies discuss how RMNG currently recovers its base rate revenue requirement, including the Working Gas storage inventory component of rate base from SGD through RMNG’s Rate Schedule GRS-1 rates.  SGD recovers the costs associated with RMNG’s Rate Schedule GRS-1 rates through SGD’s Upstream Cost Component of its GCA applicable to Sale Service customers in its Western Slope area.  

8. The Companies go on to explain that RMNG is proposing in Proceeding No. 13AL-0067G (as discussed in the direct testimony of Mr. Elliott) to eliminate its Rate Schedule GRS-1 and transfer to SGD all Working Gas storage inventory above the 50,000 Mcf inventory level that RMNG will continue to carry.  The value of the average balance of the Working Gas storage inventory is $1,537,996 for the 13-month period of September 2012 through the test year ended September 30, 2013.

9. In addition, the Companies (again referring to the direct testimony of Mr. Elliott) point out that SGD proposes through Advice Letter No. 261 to recover the cost of its Working Gas storage inventory through a new WGSC component of the GCA mechanism applicable to the Western Slope area.  The WGSC will calculate the average Working Gas storage inventory and apply SGD’s pre-tax return on rate base to determine a revenue requirement for the Working Gas storage inventory.  The Companies cite Exhibit JME-1 in Proceeding No. 13AL-0143G which shows that the value of the average balance of Working Gas storage inventory is $1,974,000 for the 12-month period of November 2013 through 
October 2014.  

10. The Companies included Attachment 4 to their response pleading which it characterizes as an “apples-to-apples” comparison of the revenue requirement of the Working Gas storage inventory comparing RMNG’s current rate base approach (as described in part above) with SGD’s proposed WGSC approach (as described above).  That comparison shows, according to the Companies, in all time periods, the cost to SGD sales service customers of RMNG’s current rate base approach of recovering Working Gas storage inventory costs is greater than the cost to SGD sales service customers of SGD’s proposed WGSC approach, since RMNG’s weighted average cost of capital, applied to RMNG’s Working Gas storage inventory is higher than SGD’s weighted average cost of capital to be applied to the WGSC.  Therefore, the Companies assert that SGD sales service customers in the Western Slope Rate Area would have saved and will save money through the addition of a WGSC component to SGD’s GCA.  As such, the Companies argue that Staff and OCC are incorrect in their assertion that the proposed WGSC component of SGD’s GCA will raise rates to customers of SGD and will result in an increased revenue requirement for SGD.

B. Finding

11. The methodical explanation offered by the Companies is compelling.  It offers a detailed and plausible explanation of the effect its proposed WGSC component of SGD’s GCA will have on rates to SGD customers in the Western Slope area. Obviously Staff and the OCC have a different take on the effect of the WGSC.  At most, it is apparent that a reasonable dispute exists between Staff, OCC, and the Companies regarding the effect of the WGSC on SGD’s customers.  

12. There is no reason to find that the notice contained in Advice Letter No. 261 that the tariff revisions will not change the rates charged to, or the revenues received from, the customers of SGD’s system in the Western Slope area is either inaccurate or misleading in any fashion.  Certainly a utility may make the initial determination as to the possible effects of its proposals pursuant to an advice letter and include those in its notice to the Commission and its ratepayers.  Staff and OCC have failed to show good cause to require SGD to re-notice Advice Letter No. 261 which in part proposes to implement the WGSC component through an interim GCA filing.  

13. Staff and OCC provided supplemental answer testimony addressing their respective positions on the WGSC issue.  As stated above, a reasonable dispute as to the effect of the proposed treatment of the WGSC on SGD’s ratepayers exists.  Therefore, the supplemental answer testimony will be accepted and made a part of the record in this consolidated proceeding.

14. The Companies provided a comprehensive step-by-step explanation of how they anticipate that the WGSC component of SGD’s GCA will function.  This is certainly sufficient to address the issue raised by Staff and OCC.  Nonetheless, the deadline to file rebuttal testimony will be extended to October 16, 2013 in order to afford the Companies the opportunity to put into the record its position as detailed in its response pleading to the Joint Motion in its rebuttal testimony.  The extension of the deadline to file rebuttal testimony will also apply to 
cross-answer testimony.  Therefore, the deadline to file rebuttal and cross-answer testimony will be extended to October 16, 2013.

15. Because the Companies have already responded to the Joint Motion, response time will be waived.

II. ORDER  
A. It Is Ordered That:  
1. The Joint Motion for Permission to File Supplemental Answer Testimony and Request for Shortened Response Time (Joint Motion) filed by Commission Staff and the Office of Consumer Counsel is granted consistent with the discussion above.

2. The Request for Notice by Commission Staff and the Office of Consumer Counsel is denied consistent with the discussion above.

3. The deadline to file rebuttal testimony is extended to October 16, 2013.

4. The deadline to file cross-answer testimony is extended to October 16, 2013.

5. Response time to the Joint Motion is waived.
6. This Decision is effective immediately.  
	(S E A L)

[image: image1.png]



ATTEST: A TRUE COPY


[image: image2.wmf] 

 

 


Doug Dean, 
Director
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