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In the Commission’s Order Directing Filing dated October 31, 2002, the Commission had several questions on the following quote from the Verified Statement of the Staff filed October 29, 2002:

Staff has reviewed the calculations that support the rates contained in the proposed tariff filing and has determined that the residential rates were calculated using billing units that contain an additional adjustment that was not addressed in the three documents that make up the Stipulations and Agreements in Case No. GR‑2002‑356, the Partial Stipulation and Agreement, the First Amended Partial Stipulation & Agreement, the Second Amended Partial Stipulation & Agreement.  The effect of this new adjustment is to increase the first block margin rate for the winter months and, therefore, collect approximately one million dollars in additional revenue.  The adjustment specifically moves 2,520,000 therms from the first block of sales (sales less than or equal to 65 therms per month) to the second block of sales.  

 

The Commission’s questions and Staff’s answers are as follows:

A. What exactly is the “additional adjustment” referred to in the first sentence of the paragraph excerpted above from Staff’s memorandum filed on October 29, 2002?  

The adjustment referred to an adjustment made by the Company that modifies Staff’s calculation of normal residential billing units.  This proposed adjustment would modify the Staff’s calculation of normal blocked residential sales for only the billing month of November.  The Company’s workpapers describe this as a reduction in first block sales from 58.2 therms per customer to 54 therms per customer and calculate the total adjustment to be a 2,520,000 therm reduction to first block sales and a corresponding 2,520,000 therm increase to second block sales. 

B. When was this “additional adjustment” made and where, that is, in what workpapers, testimony or spreadsheet?  

Staff was first informed of the Company’s adjustment to the normalized November blocked sales on October 16, 2002, during a telephone conference call.  Workpapers were provided on that date as Attachment A-1 to this document.  However, based on subsequent discussions with the Company, Staff has determined this adjustment was embedded in the billing units conveyed in the correspondence dated September 11, 2002, and shown as Attachment 2 to the Company’s October 30 pleading.  However, this adjustment was not called to the Staff’s attention nor was it listed or described in the summary of adjustments as shown on page 3 of Attachment 2 to the Company’s October 30 pleading.

C. How, specifically, does this adjustment “increase the first block margin rate for the winter months and, therefore, collect approximately one million dollars in additional revenue”?  

First block margin rates are calculated by dividing the revenue target by the normalized first block therms.  The target revenue is the normalized revenue plus the class’ in this case the residential class’ share of the $14,000,000 increase.  The Company’s calculation is as follows:

       $83,850,913      .  

213,079,611 Therms   which equal $0.39352 per therm 

While Staff’s calculation is:

       $83,971,502      .  

215,754,690 Therms   which equal $0.38920 per therm 

Note:  For these calculations, the Residential Class includes both the Residential General Service and Residential Seasonal Air Conditioning Service rate classes.   There is no dispute on the level of Residential Seasonal Air Conditioning Service billing units.  Therefore, the Company’s calculation, when compared to Staff’s, increases the first block margin rate by $0.00432 per therm.  When the normalized first block therms are multiplied by the increase in the first block margin rate ($0.00432 per therm X 215,754,690 therms), an additional $932,060 of revenue is collected.

D. How, specifically, does this adjustment move “2,520,000 therms from the first block of sales (sales less than or equal to 65 therms per month) to the second block of sales”?  
The billing units the Company used in their compliance filing for the Residential General Service rate class first and second block billing units were 215,508,388 therms and 263,368,081 therms, respectively, before the November adjustment was applied.  The Company then applied a negative 2,520,000 therm adjustment to the first block sales and a positive 2,520,000 therm adjustment to the second block sales.  The result was that the revised first block therms were 212,988,388 therms and the revised second block therms were 265,888,081 therms.  These calculations are as follows:

First Block   


Second Block
Unadjusted Therms

215,508,388


263,368,081

November Adjustment
   -2,520,000


 +2,520,000





212,988,388


265,888,081
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