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Resolution G-3287.  Alpine Natural Gas Company (Alpine) requests authority to delete the Supply Adjustment and the Conservation Finance Adjustment Mechanisms from their Preliminary Statement, add a Purchased Gas Adjustment and a new Application for Service form and increase main extension fees.  Alpine also requests authority to increase gas rates.  

By Advice Letter 2 filed March 18, 2000.


_______________________________________________________________

SUMMARY

Alpine Advice Letter 2 requests the following revisions to its Preliminary statement, Tariff Schedules and Rules:  

· Deletion of the Supply Adjustment Mechanism and the Conservation Finance Adjustment Mechanism.  

· An increase in total gas rates by $0.0372 per therm.  

· Addition of a Purchased Gas Adjustment Procedure.  

· Increases in main extension fees.  

· Introduction of a new Service Application Form to tighten requirements for temporary or new service.  

We approve all of Alpine’s requests.  

BACKGROUND  

Alpine’s Advice Letter 1, effective February 25, 2000, implemented its original tariff based on the terms and conditions approved by the Commission in Decision (D.) 97-04-073.  

Alpine filed Advice Letter 2, dated March 18, 2000, requesting changes in its Preliminary Statement and Tariff Schedules.  

Alpine currently serves 286 customers, mostly residential, in Calaveras County.  

Alpine proposes to delete the Supply Adjustment Mechanism (SAM) and Conservation Financing Adjustment (CFA) provisions since PG&E discontinued these provisions before Alpine commenced offering service and these provisions no longer apply.  

Alpine proposes to increase procurement rates by $0.05 per therm to compensate them for higher gas prices.  This increase is based on an increase in Alpine’s actual procurement contract rate that adjusts with fluctuating fuel costs.  However, deletion of the CFA reduces the rate increase to a net of $.0362 per therm.  

Alpine entered into a new gas contract with Enron Energy Services for gas delivery through June 30, 2002.  The contract requires Alpine to pay the sum of (i) the “Bidweek Average Price” for the PG&E Citygate
 as set forth in Natural Gas Intelligence Gas Price Index, plus (ii) $0.08 per MMBtu.  The $0.08 per MMBtu compensates Enron for the risk of imbalances in Alpine’s supply and demand.  

Alpine proposes a Purchased Gas Adjustment that would allow Alpine to increase or decrease rates annually by advice letter filing.  The PGA balances gas costs with procurement revenues received from its customers.  If over a calendar year actual commodity costs exceed 105 percent of those costs included in rates during the same period, Alpine could file for an upward adjustment in rates.  If over a calendar year actual commodity costs are less than 95 percent of those costs included in rates during the same period, Alpine would be required to file for a downward adjustment in rates.  Alpine would apply interest on the balance monthly.  If neither the 105% or 95% triggers are reached, or if the Utility declines to request an allowable upward adjustment, PGA entries associated with current commodity costs and interest on such entries will be reversed.  

Alpine proposed to increase Tariff Rule 15 line extension fees from $12.35 to $15.00 per foot for extensions beyond the length of 100 feet.  Alpine proposed changes to Tariff Rule 16 to increase service extension fees from $6.26 to $8.25 per foot for costs of service pipe that exceeds the 100-foot free allowance.  Alpine says that its cost data support higher charges than those requested, but it believes that it can operate under the relief it requested.  

Alpine proposed to add a new service application form that reflects the following changes:  

· Advises the applicant that if service is discontinued within twelve months of Alpine’s installation of its gas facilities, applicant agrees to pay for such facilities in accordance with the provisions of Tariff Rule 13 regarding temporary service;  

· Advises the applicant that prior to the commencement of service, the applicant must establish credit in one of three ways; namely, by providing a guarantor, a deposit, or a satisfactory credit report.  

NOTICE
Notice of Advice Letter 2 was made by publication in the Commission’s calendar and by mailing copies of the filing to PG&E.  

PROTEST

There were no protests of Advice Letter 2.

DISCUSSION

The purpose of the SAM was to allow for changes in rates based on variations in sales, and which, over the long run, guarantees that the utility will recover the costs of non-fuel expenses exactly as they were granted in the general rate case.
  The Commission considered the elimination of SAM for the three major gas utilities in California in 1986.
 Alpine never established a SAM.  Alpine’s proposal to delete CFA is reasonable since Alpine’s service territory is too small to support a program that would necessitate a CFA.  Elimination of these two balancing accounts is consistent with our policy to eliminate balancing accounts wherever possible.
  

Alpine’s request for a rate increase is based on current transportation rates of PG&E and amounts paid under contract to Enron.  The requested increase will compensate for a higher cost of gas and should be approved.  

Alpine’s contract with Enron for gas procurement provides gas to Alpine at reasonable prices and terms of service.  

Alpine’s proposed PGA provides protection to Alpine against price increases and protection to customers if gas prices decline.  We will approve the PGA.  

Alpine’s proposed increases in main extension fees are supported by actual historical costs that would support higher fees than requested.  We will approve Alpine’s higher fees.  

Alpine’s new service application form provides additional protection for Alpine’s ratepayers when Alpine provides new service.  

COMMENTS

This is an uncontested matter in which the Resolution grants the relief requested.  Accordingly, pursuant to PU Code section 311(g)(2) this matter will be placed on the Commission’s agenda directly for prompt action.  

FINDINGS 

1. Alpine’s proposal to delete its SAM and CFA is reasonable.

2. Alpine’s request for an increase in gas rates of $0.0362 per therm is reasonable.  

3. Alpine’s proposed PGA is reasonable.  

4. Alpine’s proposed main extension fees are reasonable. 

5. Alpine’s proposed revisions to its service Application form are reasonable.  

THEREFORE IT IS ORDERED that:

1. Advice Letter 2 is approved in part and denied in part.

2. This resolution is effective today.  

I certify that the foregoing resolution was duly introduced, passed and adopted at a conference of the Public Utilities Commission of the State of California held on July 20, 2000; the following Commissioners voted favorably thereon:
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WESLEY M. FRANKLIN








    Executive Director

� The interconnection between the natural gas transmission facilities of PG&E and the natural gas distribution facilities of PG&E.  


� 20 CPUC 2d 638


� D.86-03-057


� D.99-05-030 (slip opinion p 75) ordered SDG&E to terminate its Gas Fixed Cost Account that tracked differences between forecasted and actual sales.  D.97-10-057 (slip opinion p. 15) directed PG&E and SDG&E to eliminate their Electric Revenue Adjustment Mechanism.  
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