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ORDER
BY THE COMMISSION:

On September 23, 2016, Andreassi Gas Company (Andreassi), Utility Code: 120400, filed Supplement No. 85 to Tariff Gas-Pa. P.U.C. No. 2 proposing an annual increase in rates of $67,700 (21.2%) based on a test year ended August 31, 2016, to become effective November 25, 2016, voluntarily postponed to December 22, 2016, via Supplement No. 86.  
After an investigation and analysis of this proposed tariff filing, supporting data, it does not appear that the proposed changes in rates, rules, and regulations are unlawful, unjust, unreasonable, or contrary to the public interest.  This does not constitute a determination of the lawful, just, and reasonable rates to be charged by the Andreassi.  Rather, this is a determination that suspension or further investigation of the tariff filing is not warranted at this time; THEREFORE,
IT IS ORDERED:

                     1.
That the proposed rates, rules, and regulations contained in Supplement No. 85 to Tariff Gas-Pa. P.U.C. No. 2 be, and hereby are, permitted to become effective December 22, 2016.

                     2.
That this Order is without prejudice to any Formal Complaints timely filed against Andreassi Gas Company’s proposed rate changes.

                    3.
That a copy of this Order shall be served upon the Andreassi Gas Company, the Bureau of Investigation and Enforcement, the Office of Consumer Advocate, the Office of Small Business Advocate, and any persons who have filed Formal Complaints against Andreassi Gas Andreassi’s proposed tariff.
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BY THE COMMISSION,

Rosemary Chiavetta

Secretary

(SEAL)

ORDER ADOPTED:  December 22, 2016
ORDER ENTERED:  December 22, 2016
Appendix A

Docket No. R-2016-2567893
Utility Code: 120400
GENERAL INFORMATION
Operation 

Andreassi Gas Company, owned by Michael J. Andreassi and Leah D. Andreassi, serves 353 residential customers and 19 commercial customers in Karns City Borough, Fairview Township and Donegal Township in Butler County, as well as, Bradys Bend Township and Sugarcreek Township in Armstrong County.
Prior Rate Increase



Effective Date
Amount Requested

Amount Granted

November 24, 2007
  $50,002 (11.9%)

       $50,002
Reasons for Proposed Increase
1. A rate increase has not been filed since November 24, 2007 and the rate of inflation has exceeded 16.1% (The Bureau of Labor Statistics, Consumer Price Index).

2. As the Utility Plant continues to age, funds are needed for repairs as well as maintaining the current production of gas.  Therefore, additional manpower and materials will be required on an annual basis.

3. Requirements of Pipe Line Safety including operator qualifications require extra time, random drug testing of all Company personnel, documentation and added safety steps in daily operations.

Complaints or Protests
Formal - None

Appendix B

Docket No. R-2016-2567893
Utility Code: 120400
SCHEDULE OF RATES CHARGED MONTHLY


         Customers at                   Proposed Annual Increase
Classification
             8/31/16
Per Company          Per Commission
Residential
              353                          $ 55,900                     $55,900
Commercial                  19                           $ 11,800                    $ 11,800
Total                            372                          $ 67,700                    $ 67,700                

Andreassi Gas Company has requested an overall rate increase of $67,700 per year, for a Total Proposed Base Rate Revenue of $387,744.  The Company’s entire request will increase the total bill for a residential customer using 6 Mcf a month from $64.08 to $75.22 per month, or 17.38%.  The total bill for a commercial customer using 28 Mcf a month will increase from $239.76 to $280.76 per month, or 17.10%.  

Appendix C

Docket No. R-2016-2567893
Utility Code: 120400
Operating Ratio Method


Andreassi Gas Company could not substantiate a rate base upon which the traditional rate of return methodology could be used to establish rates. 


The operating ratio method relates revenue requirements to operating expenses (less depreciation and income taxes) by measuring the ratio of the expenses to revenues.  The operating ratio (i.e. the ratio of expenses to revenues) is developed on the basis of the dollars required to meet the total operating and capital costs of the utility.  The ratio should be sufficient to recover direct operating expenses and debt service, as well as providing an allowance to cover abnormal expenses or repairs to the system that typically do not occur on an annual basis.  


As applied by the Staff in this rate case, the operating ratio allows reasonable operating costs based on adjusted test year expenses as usually accepted in a normal rate case.  In lieu of a return on investment, plant depreciation, and other Staff Adjustments, the operating ratio is computed as follows:


Revenue Requirement 

$ 387,744
100.00%


Total Operating Expenses

$ 373,233 
 96.00%

Net Operating Income

$    9,471 
        4%  

Historically, the Commission has approved operating ratios of 85-90%.  The operating ratio of 96%, with a profit margin of only 4% is a smaller profit for Andreassi.  This indicates Andreassi’s operating ratio is reasonable.
PUBLIC INFORMATION BRIEFING SHEET

SUBJECT:

Andreassi Gas Company


Docket No. R-2016-2567893


Supplement No. 85 to Tariff Gas – Pa. P.U.C. No. 2
EFFECTIVE DATE:  December 22, 2016
AMOUNT OF INCREASE:
Per Company      
$67,700
21.2%




Per Commission 
$67,700
21.2%

REASONS FOR PROPOSED INCREASE:

1. A rate increase has not been filed since November 24, 2007 and the rate of inflation has exceeded 16.1% (The Bureau of Labor Statistics, Consumer Price Index).

2. As the Utility Plant continues to age, funds are needed for repairs as well as maintaining the current production of gas.  Therefore, additional manpower and materials will be required on an annual basis.

3. Requirements of Pipe Line Safety including operator qualifications require extra time, random drug testing of all Company personnel, documentation and added safety steps in daily operations.
CUSTOMERS SERVED

Residential



353


Commercial



  19
Total




372 
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