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:

Gasco Distribution Systems, Inc.


:

RECOMMENDED DECISION

Before

Larry Gesoff

Administrative Law Judge

HISTORY OF THE PROCEEDING


On January 15, 2003 Gasco Distribution Systems, Inc. (Gasco or the Company) submitted an interim Gas Cost Rate (GCR) filing at Docket No. M-00021629 for its Kane Division, with a proposed effective date of February 1, 2003.
  At its Public Meeting of February 20, 2003, the Commission authorized the proposed GCR to become effective for service rendered on and after February 1, 2003.  A Secretarial Letter dated February 25, 2003, states that on February 14, 2003 the Office of Consumer Advocate (OCA) filed a complaint against Gasco’s proposed GCR rate and that the Commission’s authorization of the proposed rate does not dismiss the OCA’s complaint which will be assigned to the Office of Administrative Law Judge for hearings.  In response to the proposed GCR, the OCA and 28 Kane Division customers filed formal complaints against Gasco.  These are the first 29 complaints appearing on the caption
 of this proceeding (beginning with the OCA complaint at Docket No. C-20039507 and ending with the Sherman Keller complaint at Docket No. C-20039768.)


On August 1, 2003 Gasco submitted an annual GCR filing at Docket No. M‑00031722, with a proposed effective date of September 1, 2003.
  At its Public Meeting of August 21, 2003, the Commission approved the proposed GCR to become effective with service rendered on and after September 1, 2003.  In response to the proposed GCR, the OCA, Kane Borough and 70 Kane Division customers filed formal complaints against Gasco.  These are the last 72 complaints appearing on the caption of this proceeding (beginning with the Joseph and Margaret Segulin complaint at Docket No. C-20031067 and ending with the Larry Medlin complaint at Docket No. C-20042552).



Each of the formal complaints pertains to the justness and reasonableness of Gasco’s rates resulting from the Company’s January 15, 2003 and August 1, 2003 filings.  The complainants alleged, among other things, that Gasco's existing and proposed gas rates were too high; that bills are unaffordable, particularly for customers on fixed incomes or who are unemployed; that Gasco does not repair leaks; and that the Company charges more than neighboring gas distribution companies.  Complainants requested that the proposed rates be investigated or denied.  



On January 8, 2004, this proceeding was assigned to the undersigned Administrative Law Judge. 



On February 19, 2004 Gasco filed an amended motion to consolidate the formal complaints and for an extension of time to answer the complaints (Motion).  The OCA filed an answer to the Motion on February 24, 2004.  By First Interim Order issued March 3, 2004, the formal complaints were consolidated (with the exception of one ability to pay complaint which was heard separately; see footnote 4) for the purposes of litigation, the rendering of a decision, and the entry of a final Commission order.  The First Interim Order also directed Gasco to file a single answer to the formal complaints by March 31, 2004.  Finally, the First Interim Order automatically consolidated with this proceeding any future formal complaints filed against Gasco’s GCR rate while the record in this proceeding remains open and directed that the answer Gasco files by March 31, 2004 is deemed to be an answer to any such formal complaints.
 


Gasco filed its answer on March 31, 2004.  The answer specifically denies the allegations made in the complaints.



Because Gasco and the OCA were actively pursuing settlement, I conducted informal telephone status conferences with their counsel on May 12, June 29, August 17 and September 28, 2004.  Second Interim Order issued May 12, 2004 directed that a second informal telephone status conference be held on June 29, 2004.  Because the order was procedural in nature and related only to the Gasco/OCA settlement negotiations, it was served upon Gasco and OCA only, thus avoiding the expense of serving the order upon the numerous other parties to this proceeding.  


On November 24, 2004 OCA and Gasco submitted an executed Joint Settlement Petition (Settlement).  By letter approved by me and dated November 24, 2004, (the OCA Letter) the OCA served a copy of the Settlement on the formal complainants in this proceeding.
  The OCA Letter gives the formal complainants in this proceeding the following four options: (1) to join in the Settlement (by signing an enclosed Signature Page, signifying that the complainant does not wish to continue with the formal complaint and that the Commission should consider it to be withdrawn); (2) to not join in the Settlement and not actively oppose it (by either writing to me or writing to or calling the OCA on or before December 23, 2004); (3) to object to or comment on the Settlement (by writing a letter to me on or before December 23, 2004); or (4) to request a hearing on a Formal Complaint (by submitting a written request to me as soon as possible to request that a hearing be held in Kane, Pennsylvania).  The letter also alerts the formal complainants that if they submit the Signature Page or express that they do not object to the Settlement they will not be permitted to file Exceptions to this Recommended Decision.



The caption which appears on Appendix A hereto and which is incorporated herein by reference indicates with an asterisk the 12 complainants who submitted a Signature page indicating that they join in the Settlement.  They are:

Carolyn J. Verolini
Docket No. C-20039508

Victor L. Lantz
Docket No. C-20039510

Scott and Mary Smith
Docket Nos. C-20039517 and C-20031106

Winnifred L. Roesch
Docket No. C-20039533 and C-20031094

Joseph and Margaret Segulin
Docket Nos. C-20039542 and C-20031067

Dennis and Linda Forquer
Docket No. C-20039548

Joseph Groves
Docket No. C-20031074

Anthony Zippo
Docket No. C-20031076

Arthur A. Paulson, Jr. 
Docket No. C-20031078



Martha Buhl 
Docket No. C-20031086

Shirley Howard 
Docket No. C-20031092

Sarah Sanders
Docket No. C-20031093

Jack Safreed 
Docket No. C-20031140

Virginia McCullough
Docket No. C-20031174

Mr. and Mrs. Smith, Ms. Roesch and Mr. and Mrs. Segulin submitted Signature pages regarding the complaints they filed against the interim and the annual GCR filing.  Many of the Signature pages state that the signor(s) believe the rates are still too high.  As indicated above, the Commission approved of the interim and annual GCR filings and the rates became effective.  In addition, rates are not the subject of the Settlement.


No other complainants responded to the OCA’s letter.

DISCUSSION
The Settlement


The Settlement is attached hereto as Appendix B and incorporated herein by reference.  It contains terms, proposed ordering paragraphs and statements in support of the Settlement from Gasco and the OCA.  The terms of the Settlement, which appear in Part B., are summarized below to avoid duplicating them.


Line loss and pipe replacement


Before its GCR filings for the next three years, Gasco will provide the OCA with a summary of actual line loss statistics and also provide it and the Commission with a report of the amount and location of pipe installed for the year ending June 30th.  Gasco will examine and address its level of line loss and, for each of the next three calendar years, will make good faith efforts to replace all pipe that is economically-justified or safety-related.  Finally, Gasco will investigate all instances of line hits and, where cost-effective, pursue reimbursement for any gas lost as a result of a line hit.

The accuracy of reported sales volumes 



For its 2005 and future GCR filings, Gasco will develop a normalized sales forecast annually using a monthly average of actual sales data over a representative historical period.  It will develop and file a design day demand forecast with its 2005 GCR filing and will file a design day demand forecast with its 2007 GCR filing.  If the Company’s designated design day HDD level changes, Gasco will update the forecast previously filed with its 2005 GCR filing.  For normalized sales and demand day forecasts, Gasco will use NOAA weather station data or other comparable weather data for the Kane region.  


Gas price hedging
Gasco will develop a proposal for a hedging program designed to mitigate the potential volatility of Gasco’s purchased gas costs, including the hedging of natural gas purchased for injection into storage.  The Company will consult with interested stakeholders, including OCA, about the design of its hedging program and will submit its proposal for Commission approval when it makes its next interim or preliminary annual GCR filing.
Accounting
If any Commission Bureau of Audits report makes significant findings concerning Gasco’s gas costs and related gas cost rates (any that recommend adjustments of more than $20,000 in total gas costs for the year(s) being audited), the parties request that the Bureau of Audits audit Gasco’s gas costs and related gas cost rates for the calendar years ending 2004 and 2005, even if it is not a scheduled audit year.  
GCR Filing

Gasco will include in its annual GCR filings the following: a report of its monthly Sendout data derived from the Company’s monthly Mcf volumes by pipelines and from local production; a schedule of base rates and base cost of gas adjustments; a Statement of Reason for Residential Bill Impact.  Gasco and the OCA are in full agreement that the Settlement is in the interest of Gasco and its customers, subject to the audit findings of the Bureau of Audits regarding the Company’s gas cost rates for the calendar year ending December 31, 2003.  

The Settlement Is In the Public Interest


The Settlement avoids the need to fully litigate this proceeding before the Commission and avoids possible appeals.  As a result the Commission and all parties avoid substantial costs.  


The Settlement addresses the OCA’s concerns about gas leaks and ensures that Gasco will meet its statutory requirement to provide safe gas service and minimize costs due to gas lost from the system.  


Gasco will estimate its future gas requirements in a new way.  This will help ensure that Gasco has enough gas to meet the needs of its customers and should prevent the Company from incurring excess capacity costs.


Gasco will develop a hedging program which the OCA will have an opportunity to review and comment upon before Gasco files it with the Commission.  


In August 2002 and September 2003 the Commission directed the Company to implement Bureau of Audits recommendations regarding Gasco’s gas cost rates for the calendar years 1999-2001 and the fiscal year ended June 30, 2002.  The recommendations included the refund and credit of more than $1 million due to overcharges and overstated gas costs.  To enhance the Commission’s regular review of Gasco’s gas costs and their recovery of those gas costs, the OCA and Gasco request that if, in its review of Gasco’s calendar years 2002 and 2003, the Bureau of Audits identifies errors in the Company’s gas costs and related gas cost rates amounting to more than $20,000, the Commission direct the Bureau of Audits to review the Company’s gas cost rates in each of the two subsequent calendar years.  


Gasco has agreed to include in future GCR filings the following information which it has not included in the past: a table showing the changes in base rates and bill impact for average residential customers and the volume of gas flowing on Gasco’s system each month.  This information will allow the Commission, the OCA and customers to better and more easily evaluate the Company’s proposed gas cost rates and the effect of the rates on customers’ bills.  


The Settlement addresses the concerns raised by customers that the proposed rates be investigated and that Gasco does not adequately repair leaks.  The steps Gasco has committed to take will increase and facilitate oversight of the Company and bring Gasco’s practices more in line with those of other regulated utilities.  This should result in reduced and stabilized gas costs and the safe and adequate supply of gas to customers.  


For these reasons, the Settlement is in the public interest.  
The Recommended Order


The recommended order below adopts the Settlement without modification.  The Settlement contains proposed ordering paragraphs.  I have modified the wording slightly with no intent to change the meaning of any term of the Settlement.  Although the parties have agreed to waive the filing of Exceptions if the Settlement is adopted without modification, there will be a short Exception period so the parties can alert the Commission to any inadvertent change to the Settlement.
CONCLUSIONS OF LAW


1.
The Commission has jurisdiction over the subject matter of this proceeding.



2.
The Settlement is in the public interest and should be approved.


3.
Based on the Settlement, all Formal Complaints filed against Gasco’s interim GCR filing of January 15, 2003 and Gasco’s annual GCR filing of August 1, 2003, those appearing on the full caption of this proceeding at Appendix A to the decision, should be dismissed.
ORDER


THEREFORE;



IT IS ORDERED:



1.
That the Joint Settlement Petition which Gasco Distribution Systems, Inc. (Gasco) and the Office of Consumer Advocate (OCA) submitted to resolve the complaints consolidated at Docket No. C-20039507 et al. is approved and adopted in its entirety.  


2.
That Gasco, having agreed to do so, before submitting its final annual GCR filings for each of the next three (3) years, provide the OCA with a summary of its actual line loss statistics for the year ending June 30th.  


3.
That Gasco, before submitting its final annual GCR filings for each of the next three (3) years, provide the Commission and the OCA with a report detailing the amount and location of pipe installed for the year ending June 30th. 


4.
That Gasco continue to make affirmative efforts to examine and address its level of line loss, consistent with its obligations under Section 1501 of the Public Utility Code, 66 Pa. C.S.A. §1501; and that for each of the next three (3) calendar years, Gasco shall use good faith efforts to replace all pipe that is economically-justified or safety-related.  


5.
That Gasco investigate all instances of line hits and, where it is cost-effective to do so, pursue reimbursement for any gas lost as a result of a line hit.


6.
That Gasco, for purposes of its 2005 and future GCR filings, develop a true normalized sales forecast annually using a monthly average of actual sales data over a representative historical period; specifically, Gasco shall do the following annually:  (a) compile historical monthly, actual sales data and (b) adjust the monthly, actual sales based on normalized degree days for each month.


7.
That Gasco develop and file a design day demand forecast with its 2005 GCR filing; specifically, Gasco shall: (a) define its design day level of heating degree days (HDD) based on the last 10 to 20 years; (b) use daily Sendout and HDD data to determine the Sendout level at Gasco’s designated design day HDD level; and (c) provide a comparison of its forecasted design day demand to its current level of capacity deliverability.  


8.
That Gasco file a design day demand forecast with its 2007 GCR filing; that if Gasco’s designated design day HDD level changes, then Gasco update the forecast previously filed with its 2005 GCR filing; and that if the 2005 designated design day HDD level remains appropriate, it will not be necessary for Gasco to update the forecast.



9.
That for purposes of normalized sales and demand day forecasts, Gasco shall use NOAA weather station data or other comparable weather data for the Kane region.


10.
That Gasco work with its asset manager to develop a proposal for a hedging program designed to mitigate the potential volatility of its purchased gas costs, including the hedging of natural gas purchased for injection into storage.  


11.
That Gasco, in developing its proposal for a hedging program described in paragraph 10 of this order, consult with interested stakeholders, including the OCA, about the design of its hedging program.  


12.
That Gasco, at the time of its next interim or preliminary annual GCR filing, submit its proposal for a hedging program described in paragraph 10 of this order to the Commission for approval.


13.
That, for each Bureau of Audits report regarding Gasco which recommends adjustments of more than $20,000 in total gas costs for the year(s) being audited, the Bureau of Audits audit Gasco’s gas costs and related gas cost rates for the calendar years ending 2004 and 2005, even if it is not a scheduled audit year.  


14.
That Gasco include a report of its monthly Sendout data in its annual GCR filings derived from the Company’s monthly Mcf volumes by pipelines and from local production. 


15.
That Gasco include a schedule of base rates and base cost of gas adjustments in its GCR filings.  


16.
That Gasco include a Statement of Reason for Residential Bill Impact in its GCR filings.  


17.
That all Formal Complaints filed against Gasco’s interim GCR filing of January 15, 2003 and Gasco’s annual GCR filing of August 1, 2003, that is those appearing on the full caption of this proceeding at Appendix A to the decision, be dismissed and marked closed.  
Dated:  January 5, 2005















Larry Gesoff 







Administrative Law Judge
� 	The interim GCR filing sought to increase rates by $0.9016/Mcf.


� 	The full caption appears on Appendix A to the decision which is incorporated herein by reference.


� 	The annual GCR filing sought to increase rates by $3.7148/Mcf.


� 	The complaint of Ronald E. Royer at Docket No. Z-01150834 is an ability to pay complaint case, not a complaint against Gasco’s GCR filings.  For this reason, First Interim Order severed Mr. Royer’s complaint so that it can be scheduled for a separate hearing.  Mr. Royer’s complaint, therefore, does not appear in the caption of this proceeding.  The full caption for this proceeding, which includes five complaints filed since First Interim Order was issued, appears at Appendix A to the decision, which is incorporated herein by reference.





�  	The OCA inadvertently did not include the following complainants (all filed on March 1, 2004) on its service list for the OCA Letter: Timothy Weidow (C-20042535); Pam Le Viere (C-20042536); Judy Renzi (C�20042550); Harold Haight (C-20042551); and Larry Medlin (C-20042552).  By letters dated December 13, 2004 the OCA resent the OCA Letter with a cover letter indicating the omission and giving these complainants the same options and due dates as in the OCA Letter dated November 24, 2004.
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