STATE OF WEST nl.rmemm
PUBLIC SERVICE COMMISSION
CHARLESTCN, 25305

STATE REGISTER FILING

I, Howard M. Cunningham, Executive Secretary, Public Service
Commission of West Virginia, hereby submit to record in the State
Register two (2) copies of proposed rules and regulations promul-
gated by the Public Service Commission of West Virginia pursuant
to Chapter 24 of the Code of West Virginia, which rules and regula-
tions amend and promulgate Rule 30-C of the Rules and Regulations
for the Government of the Ceonstruction and Filing of Tariffs of
Public Utilities and Common Carriers by Motor Vehicle.

These rules and regulations arg f£iled in the CGffice of the
Secretary of State, State of West Virginia, pursuant to the pro-
visions of Chapter 282, Article 2, Section 1, Code of West Virginia,
and shall becomz effective within sixzty (€0) days of the date of
filing as provided by Chapter 2924, Article 1, Section 2, Code of

West Virginia,

June 28, 1979

DATE SUBMITTED

Xecutive Secreta




CERTIFICATE NO., 101 -
STATE OF WEST VIRGINIA

PUBLIC SERVICE COMMISSION, to-wit:

I, Howard M. Cunningham, Executive Secretary of the Public
Service Commission, certify to the Secretary of the State of
West Virginia that the hereinafter described document(s) is a
true and accurate copy of a rule or rules, as defined by Chapter 1,
Acts of the Legislature, Regular Session, 1964 (passed February 5,
1964; in effect July 1, 1964), prescribed by the Public Service

Commissions: ~

SUBJECT: AMENDMENT OF THE RULES AND REGULATIONS
FOR THE GOVERNMENT OF THE CONSTRUCTION
AND FILING OF TARIFFS OF PUBLIC
UTILITIES AND COMMON CARRIERS BY MOTOR
VEHICLE

General Order No. 183.4 entered June 26, 1979, (Filed in
Base File, Series II as Appendix}.

Given under my hand at the office of said Public Service
Commission of West Virginia, at the Capitol, in the City of

Charleston, this 28th day of June, 1978.

FILED IN THE CFfit oF
SECRETARY 07 S1AT: 0F
WEST YIRGINIA

This pate_& K- 75




£ILED IN THE OFFICE OF

RY OF STRTEQF
PUBLIC STRVICE conmeissiow SELRETA A
OF WEST VIRGINIA WEST VIRGINI

CHARLESTON 6 ;Dﬁ 7ﬂ7

TRIS DATE ¥ e
At a session of the PURBLIC SEZRVICE COMMISSICN OF WEST VIRGINIA at

the Capitel in the City of Charleston on the 26:th day ¢f June, 1979,
GENZRAL ORDER M0O. 183.4
In the matter of Rule 30-C

Purchased Gas Adjustment,

APPEARANCES: Augustine A, Mazzel, JSr,, Zor Equitable Gas Company;

Bexmetrios ¢. Pulas, Jr:, for Shenandoah Gas Comnaﬁv, Thomas N. Hanna for

Consumers Gas Utility, Fifty-Two Gas Company; Cameron Gas Company, HAB
Limited, Union 01l and Gas Company, and West Virginia Small Puslic Urili-
ties AS:GC“a;lon‘ RlCﬁa*d Hitt for Council of Senior West Virginians,

; Concerned Citizens of Montgomery, Citizens Concemrned About High Gas B*l’s

and an unmamed assoclation of persons residing in Cabell and Wayne
Countles; Rebert §. Baker fox Concerned Cit*zeﬁs of Montgomexy; James D.
Kauffelt for Oceana Gas Cecmpany and Town Gas Company; Chavles McElwee
andé Andrew Sonderman for Columbiz Gas of West Virginia, Inc.; Milferd L.
Gibscon for Blacksville 0il and Gas Company and Lumberport—shinnston Gas
Company; John C, Lobert for Scuthern Public Service Company; F. Paul
Chambers and William C, Charlton for Cabot Corperation; C. E. Goodwin for
Pennzoil Coopany; Willis 0. Shay and Ralph J. Bean, Jr. for Hope Natural
Gas Company; Jeremiah B. Lambert for Independent 0Ll andé Gas Association
of West Virginia; Rodney Jackson for WOWK-TV, Channel 13; Cawlton L
Smith *DE Blue;ield Gas Company; and Robert Rodecker and &nn Dornblazer
for Staf

PROCEDURE

On February 23, 1979 the Commission issued an order in this case for

i the purpose of instituting a general review of the current p*ocedures for

| permitting gas utilities to recover purchased gas costs through the pur-

chased gas adjustment (PGA) under Rule 30-C of the Rules and Regularicns

.51}

for the Government of the Construction and Filing of Tariffs Public

IUtilities anc Common Carriers by Motor Vehicle,

The Cormissilon cordered a general review of Rule 30-C for two

l| reascns. First, the Commission has received many complzints zbout the

?GA in general. Second, consumer complaints and Commission invastiga-

i tions indicated that utilities were inappropriately benefiting from the

allowance in the PGA for wmaccounted for gas, The Commission’s order in
this case on February 23, 1979, ordered notice to be given 2ad z hearing
to be held for the purpose of generally reviewing Rule 3C-C and specifi-
cally considering the problem of unaccounted Zor gas. The order further
required each gas company using Rule 30-C to provide notice of a hearing

to te held on April 16, 1979. Notice was giver and hearings were held

ten April 16 and 17, 1979, after the hearing on April 17 the case was

subnicred.
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On cthe first day of the hearing, several hundred consumers attenced.
Thg Commission granted all in attendance a full opportunity to appear
as protestants. Many protestants did appesr to present consumer dissatc-
isfacticon with the current PGA and gxcessive line loss. The staff

=

offered one witness, and a number of witnesses appeared for cne or more

gas companies,

ISSUES

{ The issues raised at the hearing involved two aspects of the :
i purchased gas allowance provided under Rule 30-C.

I P g .

b

1. Should the current monthly adjustment be levelized over a

longer period such as a vear?

2. Should the adjustment in the PGA for unaccounted for gas be

limited to a specified percentage of loss?

DISCUSSION
1, PGA FPeriocd

In its testimony staff recomnsanded a proposed Rule 30-C to replace

the existing rule, The proposed rule would provide for an annual adjust-

T

‘ment iIn the PCA rather than the monthly adjustment in the current .rule.

Over or under recovery of purchased gas costs would be accum:lated for

i
i the year ending Avgust 31.
f Company witnesses generally agreed that the amended Rule 30-C

should abanden the use of monthly adiustments, although Union 0il & Gas,

g
{ Lumberport-Shinnston Gas Company and Blacksville Qil and Gas Company

f

:

| favored the retention of the monthly system, The other compenies i
i ' ’ '

favored a levelized PGA corrmuted annually or semiannually. Hope Natural

Gas Company argued that an annual PGA would cause more cash flow

sroblems than & serdannual adjustment. A semiannual PGA would f£it that

company's seasonal purchase patterns. Consumer intervencrs favored an

annual adjustment.

The Commission believas that while smaller gas utilities could

experience cash flow problems 1f required to adhere to an annual change

. in Tates to recover purchased gas costs, larger companies should be

zble to adjust tg any cash flow problems cauvsed by such a purchased

gas cecovery procsdure. Therefore, the Commissicn will zmend Rule 30

C to provide for a2 levelized application with an annual review, but
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new Rule 30-C will permit an adjustment in purchased gas costs only

utilities experience wmaccounted for gas in excess of the standards of
reascnableness established in the rulg, they will be required to
absorb the cost thereof and thus wili be given an incentive to improve
their operation and maintenance. Gas utilities, not their customers,
nust suffer the consequences of failing to reduce unaccounted for gas

to reasonzable levels,

will provide an cption for smaller gas utilities {those having annusl

intrastate sales ¢of 2,000,000 ¥cf or less) te use a semiannual levelized

purchasec gas proceduze. The semiannual periods specified (November i

1 through April 30 and May i1 through Octcber 31) correspond to the

seasons of high and low gas consvmption. Consequently, the semiannual

procedure should permit smaller gas utilities to continue to recover 1

purchased gas costs on a reasconably current basis.

2. Unaccounted Zor Gas

Under the current purchased gas adjustment in Rule 30-C, gas
utilities are permitted to recover from consumers the total cost of

unaccounted for purchased gas, Evidence presented by the staff indicates
|

that in some cases unaccounted for gas represents 20-30% of 211 gas |

purchased by a company. Graphic testimony by a number of consumer pro-

testants suggests that a2 significant cause of this unaccounted for gas
is loss of gas through leaking pipglines and other defectivg equipmgnt.
Some minimal amount of wmaccounted for gas is inevitable even in the
most soundly comstructed system. However,.the high rates of unaccounted

for gas experilenced by some gas utilities involved in this proceeding

are intolerable.

Under current circumstances gas utilities have no incentive to
reduce the amount of thgir unaceounted for gas through bettgr accouﬁting
znd improvements in their lines. The unlimited adjustment under the
Commission's Rule 30-C for unaccounted for gas permits utilities to pass

the total cost of such gas on to consumers. This situation is objection-

able for two reasons. First, gas is being wasted through iine loss,

Second, consumers are paying for gas that they do not use.

In order to remedy the problem of excess unaccounted for gas, the

for reasonable amounts of unaceounted for gas. To the sxtent that gas
z2 g

—

The Cormmission recognizes that large and small utilities do not
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. for gas to a reasonable level.

* loss (See protestants testimony generally).

{ ization of purchased gas costs on a wmonthly basgis is unlikely.

have equal abilicy to make the improvewments needed to reduce unaccounted

Tor this reason the standard of reason-
able unaccounted for gas will depend upon whether a utility is large or
small. Utilities or ratemaking divisions of utilities with more than
2,000,000 Mcf in annuzl intrastate sales may recover a maximum of 8% of
purchased gas as unaccounted for gas cccurring zfter November 1, 1978,
However, 1f the actual unaccounted'fo:"gas peeurring af;er ¥November 1,
1979 during a year anding June 30 i1s less than 8%, that actual rate
will be the amount recoverable as unaccounted for gas. i
All other gas utilities or ratemaking divisions of utilities will ;
be limited to racovery of unaccounted for gas occurring after Novembex 1,

1979, according to the following schedule:

tx]

or rates taking effect 11/1/79 - 18%; g

]

or rates taking effect 13/L/80 - 14%;

]

or rates taking effect 11/1/81 and each year
thereafter : - 107%.

These percentages represent the maximum allowable recovery for
unaccounted for gas. As in the case of large cqmpanies, if the actual
tmaccounted for gas for the preceding ygarlending June 30 is lower than
said i1imit, that actual percentage would be the limit for unaccounted
for gas recovgfy.

The Commission has cqnsidered phe possiblg impact of thg National
Gas Policy Act of 1978 (hereinafter NGPA) upon gas utilities and beiieves
that there is no reason to depart from its present policy (unless there
is further clarification as to the correct application of the NGPA) that

zny flow-through of NGPA-related costs will be disallowec unless each

utility petitions the Commission and, on a case by case basis, ocffers

proof of its NGPa-related costs and that it is in compliance with the

FINDINGS OF FACT

1. Current rates for the recovery of purchased gas costs are’
computed monthly under Rule 30-C.

2, Anticipated rising gas costs in the Ifuture suggest that stabil-

3. Many small gas utilities currently ewxperience high rates of
unaccounted for gas. (Staff Ex, 1, p. 10)

4, A significant cause of unaccounted for gas 1s excessive line
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CONCLUSIONS OF LAW

. 1, The current method of perpitring recovery of purchased gas
lcosts is inadequate because it causes monthly fluctuations in gas rates

land because it permits recevery for excessive amounts of unaccounted for

| 2. To prevent comsumers Ifrom paying Zor gas which they do not con-

sume and to prevent waste of gas, the smount of unaccounted for gas must

‘raduced to reasonable levels.

3, Ixisting Rule 30-C of the Rules and Regulatipons for the

Gevernment of the Construction and Filing of Tariffs of Public Utilities

and Common Carriers by Motor Vehicle should be repealed and replaced

with a new rule of the ‘same number, as set forph bglow.

4, The new rule Tepresents a reazsonable aceommodation of the
interests presented to the Commission by the parties and'pro;estants
in this case. '

ORDER

1, Existing Rule 30-C of the Commission's Rules and Regulatioens
is hereby repealed, but the PGA for June-Oétoher, 1979, shall be computed
according to the provisions of that rule.

2. The following Rule 30-C of the Rules and Regulations for the

Government of the Comstruction and Filing of Teriffs of Public Utilities

and Comren Carriezs by Motor Vehicle shall be a2 procedure by which gas

companies may obtain interim rate adjustments to reflect changes in

purchased gas costs:

RULE 30-C
PURCHASED GAS COST

This rule sets forth a procedure for changing the rates per Mcf
charged to customers by natural gas distribution utilities Dased
exclusively on’ the cost of purchased gas including gas purchased by a
utility and related transportaticn for delivery to Its customers adjusted
for net current gas stored, net exchange gas, shrinkage dues to processing
excessive unaccounted for gas and over or wnder cost recoveries. 'The
Public Service Commission of West Virginias may interpret this rule if
necessary and may require appropriate action based upon any such inter-
pretation. The Commission resezves the authority under its general power
to review azny information £iled under this rule and to_order appropriate
¢hanges based on applications before the Commissicon.’ 'If any provision
‘o this Tule would result in uadue hardship for a utility or its-
customers, the Commission may modify the application of this rule

| appropriately.

; (A) APPLICATION
| Any change under this rule in the rates charged by a gas usility

" shall asply for a twelve-month period from November 1 {hrough Cetober 31.

Each gas utility that reguests an adjustment in its rates to reflect
'purchasad gas costs shall submit an eppiication on oT before August 1.
The application shall ineclude proposed rates that reflect estimated

i

PUBLIC SCAN'IC SOWMIESICN

- I DN

Gt T s e S T @R Ny e ST S TE T e e G e e rl LS T R T e i A T T R P N e T




purchased gas costs for the annual peried begwn"l 1z on November 1. The |
application shall also inelude a statement of actual purcHased gas !
costs, cost over and under recovery and *e_hnd data For the twelve K
. months ending June 30, and such other supporting infermation as the :
. Cotmlssion may require. The utilicy shall state seua*ately tbe quantity
and cost of each source of gas.

4 gas utility that submits application under division (A) of this

rule shall continue to submit an applieation in each subseguent year |
uncil the Commission orders otherwise. Zazch ratemaking divisicn of a L
Uulllty shall submit 2 separate applicztion umder this rule.

1
I
{
1
{(B) OPTIORAL SIMIANNUALS APPLICATION !
{ A gas utility or ratemaking division of a wigility with annual intra-
. state sales of not more than 2,000,000 ¥ef for the year ending June 30
i may elect te apply for semiannual adjustments in its rates under this
rule., A utility electing to £ile 2 semiannual applicatien shall file f
an applicaticon as reguired under division (A) of this rule witq uhe |
i} statement tbat lt will use tne semi-annual option, i
; &ny change undex this wule in the rates charged by a gas utility -
using the semiannual option shall apply fer the period from November 1 "
;broug1 Zpril 30 and May 1 through Octeher 31. On or before February 1 L
the utility shall file a supplementary =z-plication, including a statement!
of actual-purchased gas costs, cost ove znd under recovery, and yefiund
. data for the six-month per*od,eﬁdlﬁg “ece"b=. 31 exd proposed adjustments,
| to its rates to refleect estimated purchesel gas cests for the period |
May 1 through October 31 o i

The option to flle a semiannuel applicetion shall be exercised
each year at the mee for £iling tne annual spplicaticnm "equired under
-lelsxon (AY. .

(C) COMMISSION REVI
The Commissicn shall review applications submitted wnder this
rule, specify an appropriate method Zor providing ncotice, and provide
an onoortunlty for interested parties to submit ev1dence oY objecticns
concerning an application Subm*tted under this rule.-
(1) ZESTDMATZD PURCHASED GAS COSTS ?

Tae Commission shall determine Zor the annual or semfannual period
for which 2 rate change is computed umder this rule:

purchased gas times average cost of purchased gas);

(2) The estimated amount of purchased gas costs (Volume of ]
(b) The estinmated volume of purchased gas; 1

(e)

(d) The estimated total gas supply avallezble (Total gas supply
ineludes all purchased gas whether na*ural, synthetic, liquified
natural, propane or other manufactured zas, met storage, net
exthange or net borroved gas, and gas produced by the utility). i

O

§
|
The estinated volizme of sales; ’
1

(2) DEFINITIONS

(2) ""Unaccounted for gas' means the d‘ffe:ence between total
gas supply, net oi- measu:ed company use and measured free gas,
and tOLal gas’ sa1es. ‘

{b) "Percentage of allowable wmaccounted for gas' means for
each utility or each ratemaking division of =z utility the ratio of
'1accounued for gas to tctal gas supply not in axcess of tbe lesser
of:

(i) actual percentage of unaccounted ‘o* gas for the
twelve wmonth periocd ending Jume 30; or

(ii) 8% Zfor ugilities or ratemaking divisions ¢f utili-
ties with more than 2,000,000 Mcf annuel sales, and for all
other utilities:
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\1
| {3) REDUCTION FOR ESTIMATED EXCESS UNACCOUNTED FOR £AS
|

i

lrecovery of purchased gas costs in the preceding pericd. Over or umnder
irecovery of purchased gas costs shall be corputed as follows:

Iy
8]
"

rates taking eifect on
1171779 18% ¥
1171780 14% I
11/1/81 and each year
thereafrar 107

The Cormission shall reduce the amount of purchased gz2s costs by
the cost of excess unaccounted Zor gas. The cost of excess unaccounted |
for gas shall be computed as follows:

{a) Subtract the estimated volume of sales from estimated i
total supply available, net of meastred corpany use and free gas,
to obtzin the total volume of estimated unaccownted for gas;

(b) Divide the estimated wvolume of unaccounted for gas by the
total supply aveilable, net of measured company use and Iree gas,
to obtain the percentage of unaccounted for gas; o

(e} Subtract the ellowable percentage cof umnaccounted for gas
from the estimated percentage of unaccounted for gas obtained in
(CY(3) (b)Y to obtain the percentage of excess unaccounted for gas
(If the estimated percentage of unaccounted for gas Ls equal to or
less than the percentage of allowable maccounted for gas, no’
adjustment in the amount of purchased gas costs is made under
this division); ‘ : :

(d) Multiply the percentage of excess wnaccounted for gas
ebtained in L) (3)(e) by the amcunt of purchased gas costs in
{CY(ly{a) to obtain the amount of excess wmaccounted for gas costs
by which such purchased gas costs must be reduced!’

The difference between purchased gas costs and the amount of
excess upaccounted for gas costs eguals the amount of allowable pur-
chased gas costs.

{D) OVER OR UNDER RECCVZRY OF
PURCHASED GAS COSTS

The amount of allowable purchased gas costs determined in divisieon
{C) shall be increased or decreased by the amount of over or under

(1) ACTUAL GAS COST

Within 60 davs after the end of each calendar month, each gas
urility whose rates are adjusted under this rule shall report the follow-
ing information for that month: : :

{a) Actual gquantity and cost of purchased gas repeived from
suppliers; :

(b) Actual quentity and cost of all gas transferred to
storage; : .

(e) Actual quantity and cost of all gas withdrawn from
storage; . : )

(d) Actual net settlgmgnt cost of exmchange gas;

te) Actual cost of gas shrinkage (product of shrinkage volume
m:ltiplied by average wmit cost of puxchased gas processed); :

(£) Total gas sold in Mef,

Add or subrract the cost aomounts stateé in (a) through (2) to.

obtain the net cost of 'gas, Divide the net cost of gas for the Eonth by
che rotal Me# sold during that month to cbtain the actual cost of gas
ser billing uniz {(Mef),

e ——
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(2) GROSS QVZR OR UNDER RECOVERY OF PURCHASED GAS COSTS

Within 60 days aiter the end of each calendar menth, each gas
uzllity whose wates are adjusted undey this rule shall report its over
ox under recovery of purchased gas costs to the Commission. Over or
under recovery of purchased gas costs shall be computed as follows:

(a) Subtract the actual cost of gas per bdilling wmit, as
determined umder (D) {1) of this rule, during the month from the
estimzted cost per Mcf embedded in the rates authorized to be
charged during that month under this rule; ’

. - . . ; ) |
(o) Multiply the difference obtained in (a) by the total sales |
| in Mcf to which the rates authorized under this rule were applied
in that month. T o

{c) The over or under recovery amounts so obtained Zor each
month shall be accumulated for the twelve months ending June 30 or
the six months ending June 30 and Degember 31 as appropriate to
obtain an annuel or semiaznnual tetal over or under recovery of
purchased gas cost, ' s

{3 NET OVER COR UNDIZIR RECOVERY OF PURCHASED GAS COSTS

The cumulative over or 1mder recovery ootaﬁﬁed in (D) (2)(e) shall
be reduced by an amount computed as follows:

{a) Divide ;he'actual cost of purchased gas during the perziod
by the total Mef purchased during that pariod to obtain the average
cost per Mef of purchased gas; . o

(b) Multiply the average cost obtained in (a) by the total Mcf
oI unacco;nted for gas in excess of the allowable percentage of
unaccounted for gas for the period to obtain upe total cost oz
excess tmaccounted for gas;

{c) Divide the wvolume of ercbased gas by the total gas supply
volume to obtain the Dercentage of purchased gas to tohal supply

for the period.

(d) Multiply the amount obtained in (b) by the percentage
: . obtained in (e) to obtain the cost of excess maccounted for gas
i atur*DaLaDTE to purchassd gas. ‘

(e) Subtract the amount obtained in (d4) from the gross owver
or under recovery for the period cbtained in (D)(Z)(c) to obtain
the net amount of cost over or under recovery in the preceding
pericd to be recovered if the current pe=icd.

(E) PURCHASED GAS RATE

The Commission shall divide the estirmated cost of purchased gas as
! 2adjusted for excess unaccounted for gas and over or under recovery of
costs, as orovided in divisions (C) and (D), by the estimated total
saies (Mcf) for the annual or semiannual period for which a rate- change
is computed. The quotient so cbtained shall be maltiplied by -
(l : (1-Tax)}, where '"Tax" equals the West Virginiaz B&C Tax rate effec-
! tive on FKovember 1 of the current period.  The product so obtained
shall equal the rate per Mef ro be rolled inte bhe base rates of hne
utitity for the current pericd.

Purchased gas charges shall not be included in service charges oz
rates for zero usage. :

(F) REFUNDS

When any utility which has received an increase in its rates under
this rule fece*ves a refund of the charges of a supplier whose charges
were the basis for the increased rates aner this rule, the utility
shall provide a credit on each custromer's bill within 120 days after
receipt of the refund, The credit shall return fo the utility's custo-
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zmers the full amounct of the supslier’s rafund including any interest 4
received. The amount cof credit for each customer shall be bzs2d upon "
that customer's consumption during the period for which the refund was |
awarded, Utilizies shall report monthly by docke:t numbers the refunds
received, refunds made, and current balances.

. . - Al
3. 1In 1979, the determination of over or under recovery of pur- h
|
|

chased gas cests shall be computed Zor the period August 31, 1978 through

o J9

Junme 30, 1979, In computing the net c¢cver or under recovexy of purchase

gas costs, no reduction in over or undar recovery shall be made under

= . - . !
(D) (3) of this rule for excess uwmaccounted Zor gas costs occurring befoze
Octaber 31, 1979. :

4. The Secretary of the Commission shall mail copies of this order !
) "

to each gas wtility regulated by this Commission, to all parties of ;

recozd in this proceeding and te the Scate A<tormey General, and shall
file two certified copies thewreof with the Secretarv of State pursuant to
i

W. Va. Code 20A-1-2, |
‘ i

i

i
'

S~
- Teste: o

Boward M.
Exectiive Se
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Sevn Ll ARE W SEALD UT

i PUBLIC SERVICE COMMISSION |
WA i OF WEST VIRGINIA WEST VIRGINIA 1
- o CHARLESTON vl
i | Tws pate_Go J?,ﬁ ’7/
\ i At a session of the PUBLIC SERVICE COMMISSION OF WEST VIRGINIA at
- i
. | the Capitol in the City of Charleston on the 26th day of June, 1379,

GENERAL ORDER NO. 183.4

In the matter of Rule 30-C
Purchased Gas Adjustment,

I+

APPEARANCES: Augustine A, Mazzel, Jr., for Egquitable Fas Company;
Dezetrios G. Pulas, Jr., for Shenandoah Gas Company; Thomas N. Hanna for |
Consumers Gas Utility, Fifty-Two Gas Company; Cameron Gas Company, EAB

| Limited, Union 0il and Gas Company, and West Virginia Small Public Utili-
1 ties Association; Richard Hitt for Council of Senior West Virginians,
Concerned Citizens of Montgomery, Citizens Concermed About High Gas Bills)
and an unnamed association of persons residing in Cabell and Wayne
Counties; Robert 8. Baker for Concerned Citizens of Montgomery; James D.
Rauffelt for Oceana Gas Company and Town Gas Company; Charles MeElwee o
and Andrew Sonderman for Ceolumbia Gas of West Virginia, Inc.; Milford L.
Gibseon for Blacksville Qil and Gas Company and Lumberport-Shinnston Gas
Comxpany; John C. Lobert feor Scuthern Public Service Company; F. Paul
Chambers and William C. Charlton for Cabot Corporation; C. E. Goodwin Ffor
Pennzoil Company; Willis O. Shay and Ralph J. Bean, Jr. for Hope Natural
Gas Company; Jeremiah B. Lambert for Independent 0il and Gas Association
i of West Virginia; Rodney Jackson for WOUWK-TV, Channel 13; Carlton L.
Emith f@g Bluefield Gas Company; and Robert Rodecker and Ann Dornblazer
for Staiff,

H PROCELURE
On February 23, 1979 the Commission issued an order in this case for

the purpose of instituting a general review of the current procedures for.

permitting gas utilities to recover purchased gas costs through the pur-

chased gas adjustment (PGA) under Rule 30-C of the Rules and Regulatioms
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Public

Utilities and Common Carriers by Motor Vehicle. |

The Commission ordered a genmeral review of Rule 30-C foxr two
‘reasons, First, the Commission has received many complaints abour the
PGA in general. Second, consumer complaints and Commission investiga-

v zions indicated that utilities were inappropriately benefiting from the
&allowance in the PGA for wmaccoumted for gas, The Commission's order in
chis case on February 23, 1979, ordered notice to be giwven and g hearing

Jto be held for the purpose of generally reviewing Rule 30-C and specifi-

ieally considering the problem of unaccounted for gas. The order further

required each gas company using Rule 30-C to provide notice of a hearing |

to be held on April 16, 1979, HNotice was given and hearings wers held

on April 16 and 17, 1979. After the hearing con April 17 the case was

submitted.
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EVIDZNCE

On the first day of the hearing, several hundred consumers attended.
The Commission granted all in attendance a full opportunity to appear
as preotestants. Many pProtestants did appear to present consumer dissar-
isfaction with the current PGA and excessive line loss. The staff
offered one wi;ness, and a nurber of witnesses appeared for one or more

gas companies.

ISSUES

The issues raised at the hearing involved two aspects of the
purchased gas allowance provided undgr Rule 30-C,

1. Should thg current monthly adjustment be levelizgd over a
longer period such as a year?

2. Should the adjustment in the PGA for unaccounted for gas be

limited to a specified percentage of loss?

DISCUSSION
1, PGA Period

In its testimony staff recommsnded a proposed Rule 30-C to replace

the existing rule. The propeosed rule weuld provide for an annual adjust-

‘ment in the PGA rather than the monthly adjustment in the current rule.

Over or under recovery of purchased gas costs would be accumulated for
the year ending August 31.

Company witnesses generally agreed ;hat the amended Rule 30-€
should abanden the use of monthly adjustments, although Union 0il & Gas,
Lumbezport-Shinnston Gas Company and Blacksville Oil and Gas Company
favored the retention of the momthly system. The other companies
favored a levelized PGA compu;ed annually or semiannually. Hope Natural
Gas Coxpany argued that an annual PGA would cause more cash flow

roblems ;han 2 semiannual adjustment, A semiannual PCA would £it that
cowpany’'s seascnal purchase patterns, Consumer intervencrs favorgd a
annual adjustment.

The Ceormmission beligves that while smaller gas utilities could
experience cash flow problems if reguired to adhere to an annual change
in rates to recover purchased gas costs, larger companies should be
able to adjust to any cash flow problems caused by such a purchased
gas recovery procedure. Therefore, the Commission will amend Rule 30-

C to provide for a levelized application with an annual review, but

e e e e e e e i

BT T T e Bt S it R :

PUBLIC SERVIZE COMMISBION by
OF WEST VIRGINTA e
- CHARLEETON L e
P - e R T

,;

|
i
|

l_i

~

i .




e gt T e

. new Rule 30-C will permit an adjustment in purchased gas costs only i

|| their operation and maintenance. Gas utilities, not their customers,

must suffer the consequences of failing to reduce unaccounted for gas i

will' provide an option for smaller gas Utilities (those having annual

intrastate sales of 2,000,000 Mcf or less) to use a semiannual levelized
puerchased gas procedure. The semiannual periods specified (November
1 through April 30 and May 1 through October 31) correspond to the

seasons of high and low gas consumption. Comsequently, the semiannual

procedure should permit smaller gas utilities te continue to recover

purchased gas costs on a reasonably current basis.

2, Unaccounted for Gas ) ﬁ
Under the current purchased gas adjustment in Rule 30-C, gas
utilities are permitted to recover from consumers the total cost of
unaccounted for purchased gas. Evidence presented by the staff indicates
that in some cases unaccounted for gas represents 20-307 of all gas

purchased by a company. Graphic testimony by a number of consumer pro-

testants sugggstsAthat a significant cause of this unaccounted for gas
is loss of gas through lgaking pipglines and other defective eguipment.
Some minimal amount of unaccounted for gas is inevitable ewven in the
most soundly constructed system, Mowever, the high rates of unaccounted
for gas experienced by some gas utilitles invelved iIn this proceeding

are intolerable.

Under current circumstances gas utilities have no incentive to
reduvce the amount of their unaccounted for gas through better accounting

and improvements in their lines. The unlimited adjustment under the

Cormmission's Rule 30-C for unaccounted for gas permits utilities to pass
the total cost of such ges on to consumers, This si;uation is objection-
able for two reasons. First, gas is being wasted through line loss,
Second, consumers ave paying for gas that they do not use,

In order to remedy the problem of excess unaccounted for gas, the

for reascmable amounts of unacccunted for gas, Tco the extent that gas

utdilities experience unaccounted for gas in excess of the standards of 1
|

reasonableness established in the rule, they will be required to

absorb the cost thereof and thus will te given an incentive to improve

to reascnable levels.

The Commission recognizes that large and small utilities de not
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. have equal ability to make the Iimprovements needed to reduce unaccounted
| for.gas te & reasonable level. TFor this reason the standard of reason-
able unaccounted for gas will depend upen whether a utility is large or
{ small, Utilities or ratemaking divisions of utilities with more than

! 2,000,000 Maf in annual intrastate sales may recover 2 maximum of 8% of
purchased gas as unaccounted for gas occurring after Nevember 1, 1979.
Fowever, if the actual tmaccounted for gas occurriag af;er November 1,

1979 during a year ending June 30 is less than 8%, that actual rate

will be the amount recoverable as unaccounted for gac.

ALl other gas untilities or ratemaking divisions of utilities will

1679, according to the following schedule:

For rates taking effect 11/1772 - 18Y%;
For rates taking effect 11/1/80 - 147%;

For rates taking effeet 11/1/81 and each year
thereafter ; - 10%.

These percéntages represent the maximum allowable recevery for
mnaceotmted for gas, As in the case of large companies, 1f the actual
wmaccounted for gas for the preceding year ending June 30 iz lower than

said limit, that actual percentage would be the limit for unaccounted

for gas recovery.

The Commission has considered the possible Ifmpact of the National

5
| Gas Policy Act of 1978 (hereinafter NGPA} upon gas utilities and believes

that there is no reason to depart from its present pelicey (unless there

any flow-through of NGPA-related costs will be disallowed unless each
utility petitions the Commission and, on a case by case basis, offers
. proof of its NGPA-related costs and that it is in compliance with the
NGPA.

| FINDINGS OF FACT

1, Current rates for the recovery of purchased gas costs are

computed menthly under Rule. 30-C.

2. Anticipated rising gas costs in the future suggest that stabil-

 tzation of purchased gas costs on a monthly basis is unlikely.

|
|
|
W 3. Many small gas utilities currently experlence high rates of
| unaccounted for gas. (Btaff Ex. 1, p., 10)

4, A significant cause of unaccounted fer gas is excessive line

i
1
|

loss (See protestants testimony generally).

L

be limited to recovery of unaccounted for gas oceurring after November 1,
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is further clarification as to the correct application of the NGPA) that |
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’ . CORCLUSIONS OF LAW

r 1. :he current method of permitring recovery of purchased gas
Jcosts is inadequate because it causes wonthly fluctuations in gas rates
Jand because it permits recovery for excessive amounts of unaccounted for
% 2. To prevent CONsuUmETs from paying for gas which they do not con-
sume and to prevent waste of gas, the amount of unaceounted for gas must
areduced to reasonable levels,

3, Existing Rule 30-C of the Rules and Regulation: for the

I
I
|
1Government of the Construction and Filing of Tariffs of Public Utilities

!
{and Common Carriers by Motor Vehicle should be repealed and replaced
i

with a new rule of the same number, as set forth below.
&, The mew rule represents a reasonable accommodatlion of the
interests presented to the Commission by the parties and protestants

in this case.

DRDER

1. Existing Rule 30-C of the Commission's Rules and Regulations

according to the provisions of that rule.
2. The following Rule 30-C of the Rules and Regulations fox the

Governpent of the Comstruction and Filing of Tariffs of Public Utilities

and Common Carriers by Mortor Vehicle shall be a procedure by which gas

companies may obtain interim rate adjustments to reflect changes in

purchased gas costs:

RULE 30-C
PURCHASED GAS COST

? This rule sets forth a procedure for changing the rates per Mef
charged to customers by natural gas distribution utilities based
exclusively on’ the cost of purchased gas including gas purchased by 2

excessive unaccounted for gas and over or under cost recoveries, The
Public Service Commission of West Virginia way interpret this rule 'if
necessary and wmay require appropriate action based upon any such inter-
pretaticn. The Commlssion reserves the authority under its genexal power
to review any information f£iled under this rule and to order appropriate
thanges based on applications before the Comaission. If any provision
of this rule would result in undue hardship for a utility or its-
custozers, the Commission may modify the application of this rule
appropriacely, : . :

(4) APPLICATION

Any change under this rule in the rates charged by a gas utility
shall apply for a twelve-month period from Wovember 1 through October 31
Each gas utility that requests an adjustment in its rates to reflect
purchasad gas costs shall submit an appiication on or before August 1.
The application shall include proposed rates that reflect estimated

is hereby repealed, but the PGA for June-October, 1979, shall be computed

utility and related transportation for delivery to its customers adjusted |
for net current gas stored, net exchange gas, shrinkage due to processing

-

[

PUBLIC ETRAVICE COMMISSION
OF WEET WIKGINIA
CHARLEITON

B s ~ R, L R




o LN R ¢ A T N Tt T T A S b L T e T € W g e e e

=

R —

B T T S

i rule shall continue to submit an application in each subsegquent vear

purchased gas costs for the annual perisd beginning on Ngvembe: 1. The ﬁ
application shall also inelude a statement of actuval purthased gas f
costs, cost over and under recovery and refund data for the twelve

months ending June 30, and such other supporting informarien as the {
Commission may require. The utility shall state separately the guantiry
and cost of each source of gas, : : :

A gas utility that submits application under division (&) of this

until the Commission oxders otherwise. Zzch ratemaking division of a
utility shall submit a separate application wmder this rule. i
' ' ' |

(3) OPTIONAL SEMIANNUAL APPLICATION

state sales of not more than 2,000,000 Mcf for the vear %nding June 30
may elect to apply Zor semiannuval adjustments in its rates under this
rule. ‘A wtility electing to file a semiannual application shall file

A gas utility or ratemaking division of a utility with annual intra-r

an application as required under division (A) of this rule with the
statement that it will use the semi-annual option: " :

Any change umder this rule in the rates charged by a gas utility
using the semiannual option shall apply for the period from November 1
through April 30 and May 1 through October 3i. On or before February 1

the utility shalil file a supplementary zcvolicazicn, ineluding a2 statement.

oI actual purchased gas costs, cost over znéd undsr recovéry, and refimd

data for the six-month period ending Decembder 31 znd propesed adjustments,
to'its rates to reflect estimated purchased gzs costs for the period
May 1 through October 31, T C

i
o

The option to file a semiannmual applicstion shall be exercised
each year at the time for filing the anmwal zpplicestion reguired under
division (a).-

(C) COMMISSION REVIEW

The Commission shall review applications submirted umder this
rule, specify an appropriate method for providing notice! and provide
an opportunity for interested parties to submit evidence lor objections
concerning an application submitted under this rule, - '
(1) ESTIMATED PURCHASED GAS CQSTS

The Comrission shall determine for the annual or semiannual peried
for which a rate change is computed under this rule:

{a) The estimated amount of purchased gas costs (Volume of
purchased gas times average cost of purchased gas); : i
|

(b) The estimated volume of purchased gas;

(¢} The estimated volume of sales; |

(d} The estimated total gas supplv availadle (Total gas supply |
inecludes all purchased gas whether natural, synthetﬁc, liquified
natural, propane or other manufactured gas, net storage, net
exchange oxr net 'borrdwed gas, and gas produced by the utility).

{(2) DEFINITIONS

(a) "Unacecounted for gas' means the difference between total
gas supply, net of measured company use and measured free gas,’
and total gas sales, ' ' o

(b) "Percentage of allowable unaccounted for gas" means for
each utility or each ratemaking division of z utility the ratio of
unacecounted for gas to total gas supply not in excess of the lesser
of ’ ‘ v o :

(1) actual percentage of unaccounted for gas for the
twelve month period ending Jume 30; or

(ii) 8% for utiiities or ratemaking divisions of utili-
ties with moze than 2,000,000 Mcf annval sales,| and for all
other utilities: \
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Fox rates taking effect on

1171779 18%
11/1/80 14%
11/1/81 and each year

thereafter 10%

The Comelission shall reduce the ameount of purchased gas costs by
| the cost of excess umaccounted for gas. The cost of erxcess unaccounted
for gas shall be computed as follows: '

|
|
L
|
‘(3) REDUCTION FOR ESTIMATED EXCESS UNACCOUNTED FOR GAS
1
i

|

j (a) Subtract the estimated volume »f sales from estimated

i total supply available, net c¢f measured company use and free gas,
to obtain the total wvolume of estimated unaccoumted for gas;

} (b) Divide the estimated volume of unaccounted for gas by the
total supply available, net of measured company use and Iree gas,
to obtain the percentage of unaccounted for gas; '

from the estimated percentage of wmaccounted for gas cbtained in
(C)(3)(b) to obtain the percentage of excess unaccounted for gas
(If the estimated percentage of unaccounted for gas is equal to o
less than the percentage of allowable mmaccounted for gas, no ’
adjustment in the amount of purchased gas costs is made under

|
l {c) Subtract the allowable percentage of unaccounted for gas
this division);

obtained in (C)(3){e) by the amount of purchased gas costs in
(CY (1) (a) to obtain the amount of excess unaccounted for gas costs
by which such purchased gas costs must be reduced, :

!1 (&) Multigly the percentage of excess wmaccounted for gas
i
i

The difference between purchased gas costs and the amcunt of
excess unaccounted for gas costs equals the amcunt of allowable pur-
chased gas costs, i

: (D) OVER OR UNDER RECOVERY OF
i PURCHASED GAS COSTS

The amount of allowable purchased gas costs determined in division
i(C) shall be increased or decreased by the amount of over or under
irecovery of purchased gas costs in the preceding period. Over or under
‘recovery of purchased gas costs shall be computed as follows:

|

©(1) ACTUAL GAS COST -
fil

| Within 60 days after the end of each calendar month, each gas
usility whose rates are adjusted under this rule shall report the follow-
ing information for that menth:

(a) Actual guantity and cost of purchased gas recgived from
suppliers; '

(b) Actual gquantity and cost of all gas transferred to
storage;

(e) Actual gquantity and cost of all gas withdrawn from
i storaze; .
r (d) Actual net settlement cost of exchange zas;

i
| (e) Actual cost of gas shrinkage (product of shrinkage volume
i multiplied by average unit cost of purchased gas procgssed);'

(£) Total gas sold in Mef.

Add or subtract the cost amounts stated in (a) through (e) to
obtain the net cost of gas, Divide the net cost of gas for the wmenth by
fhe total Mef sold during that month £o obtain the actual cost of gas
‘ber billing unit (Mef).

T
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(2) GROSS OVER OR UNDER RECOVERY OF PURCHASED GAS COSTS

Within 60 days after the end of each calendar month, each gas
utility whose rates are adjusted under this rule shall report ifs over
or under recovery of purchased gas costs to the Commission. Owver or
under recovery of purchased gas costs shall be computed as follows:

{a) Subtract the actual cost ¢f gas per billing unit, as
determined under (D) (1) of this rule, during the month from the
estimated cost per Mcf embedded in the rates authorized to be
charged during that month under this rule:;- :

(b) Multiply the difference obtained in (a) by the total sales .

in Mcf to which the rates authorized under this rule were appiied
in that month. T

(c) The over or under recovery amounts 50 obzained for each
month shall be accumulated for the twelve months ending June 30 or
the six months ending June 30 and December 31 as appropriate to
obtain an annual or semiannual total over or tmder recovery of
purchased gas cost. :

(3) HET OVER CR UNDER RECOVERY OF PURCHASED GAS COSTS

The cumulative over or umder recovery obtained in (D) (2)(e) shall
pe reduced by an amount computed as follows:

{a) Divide the actual cost of purchased gas during the periocd
by the total Mcf purchased during that period to obtain the average
cost per Mcf of purchased gas; o ‘ . :

(b) Multiply the average cost obtained in (a&) by the total Mcf
of maccowmted for gas in excess of the allewable percentage of
unacsounted for gas for the period to obtain the total cost of
excess wmaccownted for gas; i :

(e} Divide the volume of purchased gas by the total gas supply
volume to obtain the percentage of purchased gas to total supply
for the period. ’

(d) Multiply the amount obtained in (b) by the percentage
obtained in (g) to obtain the cost of excess vnaccounted for gas
attributable to purchased gas. :

(e) Subtract the amount obtained in (d) from the gross over
or under recovery for the period obtained in (B)(2){c) to cbtain
the net amount oI cast over or under recovery in the preceding
pericd to be recovered in the current pericd. :

(E) PURCHASED GAS RATE

The Commission shall divide the estimated cost of purchased gas as
adjusted for excess unaccounted for gas and over or under recovery of
costs, as provided in divisions (C) and (D), by the estimated total
sales (Mef) for the annual or semiannual period for which a rate change
is computed. The queotient so obtained shall be multiplied by
(1 # (1-Tax)), vhere "Tax" equals the Wast Virginia B&0 Tax rate efiec-
tive on November 1 of the current period.  The product so obtaimed
shall equal the rate per Mef to be rolled into the base rates of the
utility for the current pericd. o : ’ '

Purchased gas charges shall not be included in service charges or
rates for zero usage.

(F) REFUNDS

Wnen any utility which has received an inerease in its rates under
this rule receives a refund of the charges of a supplier whose charges
were the basis for the increased rates under this rule, the utility
shall provide a credit on each customer’s bill within-120 days after
receipt of the refund. The credit shall return to the utility's custo-
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mexrs the full amount of the supplier’s refund including any interest i
Teceived, The amount of credit for each customer shall be based upen i
that customer's consumption during the period for which the refund was |
awarded., Utilities shall report zmonthly by decket numbers the refumds
received, refunds made, and current balances,

3. 1In 1979, the determination of over or under recovery of pur-
chased gas costs shall be computed for the period August 31, 1978 through

June 30, 197%., In computing the net cver or wmder recovery of purchased

gas costs, no reduction in over or under recovery shall be made under

(D) (3) of this rule for excess unaccounted for gas costs oceurring before

October 31, 1979.

4. The Secretary of the Commission shall mail copies of this order -

te each gas utility regulated by this Com=ission, to all parties of _—
record in this proceeding and to the Stzze Attormey Generzl, and shall
file two certified ecopies thereof with the Serretery of State pursuant to

W, Va. Code 294-1-2, !

A Copy. -
- Teste. o
Q—:—#/J&.

Howard M. Cun
Bxecrtive 3e
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STATE OF VEST VIRGIN'A
PUSLIC SERVIGE COHAMAISSION
CHARLESTON, FEI05

may 29 1879

Mr "’ho izs N, Hanna Mr. Jemes Pyles

AL'ED]DEY at Law Altorpey at Law

Suite 1280 Cne Valley Sguare 213 Main Stireet

Charlestion, W. Va. 25301 New Martinsville, W. Va. 26155

Mr. Chearles MecElwee Mr. Jazmes P. Lively, President
ilorney at Law Chasapzake Light & Water Co and

Fost Cffice Box 831 Sizndard Utility Service Corp.

Chariszsion, W. Va. 23323 2406 Kanezwha Blvd., East.

Charlzston, W. Va. 25311 =
Mr. Cston N, Hil
Atlorney at Law Mr. Louis A. Paterno, IJr. -
Philippi, W. Va. 28416 Attorney at lLaw

Post Office Box 2781

Charleston, W. Va. 25330

Gentlemen:

Re: Case No, 9378
Black Diamond Power Co atal

Gegel'alﬁ Order No. 18%,3

We are enclosing two copies of each order entered in
the a2bove captioned cases.

truty yours,

4

Howard M. Cungingham
Executive Secretary

HMC :f]

Enc.

cc.L/IqonozabIe A. James Manchin
Honorable Chauncey H. Browning

ﬂ-ﬂl IN THE OFFIcE oF
srcﬁmm oF STATE

THIS DATE ‘-@é&




PYBLIC SERVICE COMMISSIONW
OF WEST VIRGINIA
CHARLESTON
At a session of the PUBLIC SERVICE COMMISSION OF WEST VIRGINIA, at
_ the Capitol in the City of Charieston on the 28th day of May, 1979.
|| GENERAL ORDER NO. 184.3

In the matter of Rule 30-D,

. VWholesale Purchased Power Cost.

. APPEARANCES: Thomas K, Hanna, Caton N. Hill, and James Pyles for
Fetitioners; Charies McElwee for Wheeling Electric Company, Intervenor;
. Louie 4. Paternc, Jr., for Shenandcah Electric Co-operative and Craig-

i; Boretourt Electric Co-operative, Intervenors; Clement Zassert and Steven
! Chaobers fox Staff, -

PROCEDURE
On April 11, 1978 the petiticners mnamed above filed a petition and
. rule with the Compission and requested the Commission to adopt a rule
to provide automatic adjustments in retail rates charged by the peti-
4 tioners based upon increases in their purchased power costs. (The peti-
- tion was assigned Case Mo, 9378.) On June 23, 1278 the Commission set
a hearing on the preposed rule for August 28, 1978, and reguired
; petitioners to give notice of the hearing by publication. Preston
| Electrlc Company, Harrison REA, Thilippi Municipal Electric, and New
i Martinsville Municipal Electric published the regquired notice, but the
. other petiticners did not provide any public notice. As suggested by
counsel for these companies, this defect will be remedied through post
1 hearing publication. The hearing was held as scheduled. On August 24,
h 1978, Uneeling Electric Company requested permission to intervene in
ﬁ this case. A similar request was made at the hgaring by Shenandoah
: Electric and Cralg-3outetourt Electric. Permission to‘intervene was

1ogranted.

DISCUSSION

Afrer the hearing in Case No. 9378, the Coumlssicon determined thetrl
a rule should be promulgated concerning the problem of purchased power
. costs for non-generating electric utilities. According to Commssion
procedure, rules are promulgated in general orders rather than as a partj
of an order in a case before the Commission. Therefore, the issues
| raised by the petitioners in Case No. 9378 will be addressed in this

order.
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1. The following Rule 30-D c¢f the Rules and Regulations for the

e ! Government of the Constructicn and Filing of Tariffs of Public Utilities | !

and Common Carriers by Motor Vehicle shall be the exclusive procedure ‘

ities may obtain interim rate

]

i

it

by which non-generating elcectric u

zdjustments to refleet changes in the fuel cost portion of their pur-

chased power costs:

RULE 30-D
FERC APPROVED WHOLESALE PCWER INCREASES

This 1ule sets forcth a procedure for changing the rates per kilo-
watt hour (Ewh) charged to retail customers by nomn-generating electric
utilities based exclusively on fuel cost allowances for suppliers of
wholesale power approved by the Federal Enmergy Regulatory Commission. L -
The Public Service Commission of West Virginia may interpret this rule
i1f necessary and may require appropriate action based upon such inter-
precations. The Commission reserves the authowity under its general
power to review any information filed under this rule and fo ordex i
appropriate changes based upon applications before the Commission.

DEFINITIONS

"FERC" means the Federal Energy Regulatory Comnission.

"Non-generating electric utility” means an electric utility subject
to the jurisdiction of this Commission whose sole source of electriec
power is the purchase of power from one or more wholesale suppliers.

"Adjustment period” means the six consecutive calendar months
during which 2 non-generating electric utility must charge the adjusted
rate determined under this rule.

"“Wholesale rate” msans the rate per kilowatt hour charged by a [
wholesale supplier of electric power to a non-generating electric utility
as approved by FERC. i

"Frel cost" means that peorcion of a2 supplier's wholesale rate
specifically attributed by FERC to changes in the supplier’s cost of
fuel under the provisions of the federal fuel adjustment clause.

APPLICATION

4 non-generating electrie vtility which has not already filed
an inizial applicetion under this rule may apply to the Commission for
permission te change its rzts per kilowatt hour based upon changes in
the fuel portien of the wholesale rate charged by a supplier of power,
! The application shall be filed no later than forty-five dasys priocr to I
! the first day of the adjustment period. The application shall state
i the actual fuel cost rate charged to the utility by each supplier of :
| power in each of the six months preceding the month in which the
, | application is filed, the actual volume of power purchased from each
supplier and the amount of power sold during such months, and such
cther information as the Commission may require.

CONTINUING APPLICATION

|

|

|

|

|

E

| If the Commission approves an initlal application filed underx

i tnis rule, the non-generating electric utility that filed the applica-
; tion shall £ile a similar azpvlication not later than feorty-five days
1

{

|

i

I

|

1

. preceding the first day of the mext succeeding adjustment peried and

! each succeeding adjustment period. A utility may cease Ziling applica- |
I tions for suecceeding adjustment periods only with the priocr approval of |
the Commission. !

; FILED IN THE GFFICE q

. i
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Prior to the first day of the adjustment period, the Commission
shall require notice and provide a hearing on the application filed
under this rule. After the hearing the Comnissicn may authorize a
change in the utility's tariff necessary to reflect fuel cost related
charges in the wholesale rate paid by the utility for purchased power,
taking into consideration taxes end line losses as approprists.  Such
authorization shall apply to rates charged by the utility curing the
adjustment period. -

B e P it A

ZACLUSIVE REMEDY

i A non-generating electric utility shall use the procedure provided
+ in this rule rathex than the procedure provided in Rule 30-B of the
Commission to obtain interim changes in its tariff reflecting fuel cost
related portions of the wholesale rzte paid by the utility for purchased
Dower,

2., rPetitioners who did not publish notice of the hearing in Case

tive service sareas, once within ten days after the date of this order,
i Such notice shall coentain a copy of this oxder and a statement that
cbjections to the rule adopted in the order may be filed with the Com-
mission within sixzty days of the date of this order.

3. The Secretary of the Commission shall mail copies of this order
and the order in Case No, 9378 to zall parties of record in that case,

Il to che state Attorney General, and tco the Secretary of State.

AND IT I3 80 ORDERED.

No. 9378 shall provide notice of this order by publication in newspapers

of general cirvculation published In sach county included in their respec-

e




PUBLIC SERVICE COMMISSION i
OF WEST VIRGINIA g
CHARLESTON :

At a session of the PUBLIC SERVICE COMMISSION OF WEST VIRGINIA, at
| rhe Csritol in the City of Charleston on the 23N day of Mav, 197G. :
| CASE X0. 9378

1 BLACK DIAMOND POWER COMPANY, ELX POWER COMPANY,
¢ ELXHGRN PUBLIC SERVICE COMPANY, HARRISON RURAL
ELECTRIFICATION ASSOCIATION, INC., KIMBALL LIGHT
© AND WATER COMPANY, NEW MARTINSVILLE MUNICIPAL ’
ELECTRIC, PHILIPPI MUNICIPAL ELECTRIC, PRESTON
ELECTRIC COMPANY, UNION PCWER COMPANY, UNITED
LIGHT AND POWER COMPANY, AND WAR LIGHT AND
POWER COMPAKRY,
Petition requesting the Commission to adopt
a rule authorizing 2 Wnoclesale Purchased
Power Adjustment. ,

APPEARANCES: Thomes N. Hanna, Caton N. Hill, znd James Pyles for
pecitioners; Charles McElwee for Wheeling Electric Company, Intervenor;
Louie A, Paterneo, Jr., for Shenandoah Electric Co-cperative and Craig-
Botetourt Electric Co-operative, Intervenors; Clement RBassett and Staven
Chawbers for Staff. | ’

PROCEDURE

On April 11, 1978 the petitioners named above filed a petition and
rile with the Commission and regquested the Commission to adopt a rule !
to provide automatic adjustments in retall rates charged by the peti-
tioners based upon increases in their purchased power costs. Cn June 23,

1978 the Commission set a hearing on the proposed rule for August 28,

1978, and required petiticners to give notice of the hearing by pubiica—‘
tion. Preston Electric Company, Earrison REA, Philippi Municipal
Electriec, and New Martinsville Municipal Electric published the required|

netice, but the other petitioners did not provide any public notice.

As suggested by counsel for these companies, this defect will bhe
remedied through post hearing publicarion. The hearing was held as

scheduled. On August 24, 1978, Wheeling Electric Company requested

permission to intervene in this case, 4 similar request was made at

the hearing by Shenandecah Electric and Craig-Boutetourt Electrie.

Permission to intervene was granted. 7Tn a general order issued this
same day, the Commission promulgated a rule so that the issues raised
in this case can be resclved through the appropriate wulemaking proce-

dure- FILED 1N THE GFAIGE OF |
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Evidence in this case included exhibits submitted by petitioners .
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and intervenor Wheeling Electric and a2 transeript of the hearing. The

evicdence indicates that petitioners purchase electric power at whele-
sale from Appzlachian Power Company or Monongahela Power Company and
sell it to retail consumers. Purchased power is the exclusive source

of thelr power supply. Tne Federal Enerzy ncgulatory Commission (FERC)

regulates the rates chargeable on wholesale electric power transactions,
and this Commission regulates the retail rate. Changes in the vheoleszle

costs of electric power that result from FERC approval of rate increases

cause petitioners to pay a higher price for power purchesed from whole-

sale suppliers. Under West Virginia law, petitioners may not recover

those increased ceosts from theilr retail customers unless this Commission

formally authoxizes an increase in a particular corpany's retail
rates.

Rule 30-B of the Rules and Regulations for the Government of the

Construction and Filing of Tariffs of Public Utilities and Common

Carriers by Motor Vehicle {(Rule 30-B) provides an expedited procedure
for adjusting retail rates of electric utilities to reflect changes in
purchased power costs. A utility becomes eligible for a rate increase
under the provisions of Rule 30-B when its wholesale purchased power
costs increase directly as a result of action by another regulatory

commission having jurisdiction over the wholesale supplier. To obtain

[

an increase in retall rates under the rule, the utility must file an
amended tariff and a pétiticn invoking the provisions of the rule, An
zpplication filed under Rule 30-3 is limited to the issues of whether
the increase in purchased power cost was duly suthorized and whether
the requested increase is no more than sufficient to offset that
purchased power cost Iincrease. The Cormission alsc considers the
effective date of the increase and its nature zand permanency as well
as the possibility of a refund,

Changes in wholeszle purchased power rates can occur for two
reasons. First, the FERC may approve through a rate case a change in
the base rates chargeable on wholesale purchases of electriec power.

Second, whelesale purchased power rates are subject to a monthly

wholesale purchased fuel cost adjustment based upon increases in fuel

costs incurred by the generating utility. The record in this case
showed that the metitioners were unable to recover the entire amount

of their increased costs attributable to higher wholesale power costs
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from their retail customers during 1977 and the fivst half of 1978.

Petitioners clazimed that their inability to recover fully these

increases in wholesale purchesed power costs oceurs bacouse retail

rates zre not adjusted guickly enough to reflect wholesale purchased
power rate incrcases, The delay between an increease in wholesale
rates and the appreval of z. correspending increase in retail rates
wder 30-B procedures resulted in the underrecovery of purchased power
costs for that period. .-

Petitioners and intervenors in this case proposed various methods

for automatically adjusting retail rates to reflect TZRC approved
changes in wholesale purchased power rates. However, these proposals i
ware pressnted prior to the enactment of H.B. 1280, vwhich made sub-
| stantial changes in Public Service Commission law. Section 24-2-15 of
i the West Virginia Code now prohibits the Commissicn from authorizing ?
: an automatic fuel adjustment. Section 24-2-4b of the West Virginia
Code now prohibits the Commission from exercising ratemaking zuthority
over municipal utilities.

Cne proposal submitted at the hearing in this case can be accom-

rodated to the statutory constraints within which the Commission must

provide for adjustments in purchased power ccsts. Dick Exhibit D,

introduced by Wheeling Electric Company, would provide for a semi-.
annual review of the fuel portion of purchased power expense.

A semiannual review of the fuel cost pertion of purchased power

i
|
_costs offers severazl advantages. The Commission would honer the intent |
i
| oty : . . !
of the legislative prohibition against automatic rare adjustments by !
I
zeviewing each non-generating utility individually, With the oppertunity,
for reviewing non-generating utilities in detail, the Commissien can
determine fuel cest adjustments with sufficient accuracy to reduce the
over and underrecoveries associated with the time lag inherent in the
Commission's Rule 30-B. Tlucturations in rates czused by frequent fuel

cost related changes undez Rule 30-3 are limited to a maxirum of two

changes per year. Thus the semiannual review procedure would encourage

rate stabilicy,.

For ail of the reasons stated above, the Commission believes that
a semiannual review of the fuel cost portion of purchased power costs i

would provide the best method for adjusting rhe rates of non-generating |
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tilities to reflect changes in their costs.

i

FINDINGS OF TACT

P

1. Hon-generating electric utilities are not able to Fully recover

Hn

the funal cost portion cf thelr purchased power costs. (Fetiticucr's

2
Exhibics 6, 7, and 8; Dick Exhibit 3)

2. Time lag zssociated with Rule 30-3 of the Rules and Regulations

for the Government of the Construction and Filing of Tariffs of Public

\
|
Utilities and Common Carriers by Motor Vehicle prevents total recovery

of the fuel cest portion of the purchased power (Tr. pp. 134-136; p. 114)

CONCLUSIONS COF LAW i

1. Section Z4-2-15 of the West Virginia Code prohibits the Commis- !

sion from authorizing an automatic fuel adjustwent clause for non- :
generating electric utilicies. é

2, _.Section 24-2-4b of the West Virginia Code prohibits the Commis-

CRDER

i
!

: ces - : . i
sion from prescribing adjustments to municipal utility rates. 1
|

|

Construction and Filing of Tariffs of Public Utilities and Common

Carriers by Motor quicle, as »romplgared in General Ordex No. 1843,

shall be the exclusive procedure by which non-generating electric uwtili-

ties may obtain interim rate adjustments to reflect changes in the fuel

cost porticon of their purchased power costs.
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STATE OF WEST VIRGINIA
PUBLIC SERVICE COMMISSION
CHARLESTON, 25308

STATE REGISTER FILING

I, Howard M. Cunningham, Executive Secretary, Public
Service Commission of West Virginia, hereby submit to record
in the State Register two (2) copies of proposed rules and
regulations promulgated by the Pubklic Service Commission of
West Virginia pursuant to Chapter 24 of the Code of West
Virginia, which rules and regulations promulgate Rule 30-D of.
the Rules and Regulations for the Government of the Constructicn
and Filing of Tariffs of Public Utilities and Common Carriers
by Motor Vehicle.

These rules and regulations are £iled in the Office of
the Secretary of State, State of West Vixginia, pursuant to
the provisions of Chapter 292, Article 2, Secticn 1, Code of
West Virginia, and shall become effective within sizxty (60)
days of the date of filing as provided by Chapter 29A;

Article 1, Section 2, Code of West Virginia.

FILED 1N THE QFFICE OF

‘T June 1, 1973
SEG%T&“ 0F ET,E/ DATE SUBMITTED
THS - N PUBL T




CERTIEICATE-NOS 99 .7, .. =7 7" .7
STATE OF WEST. VIRGINIA ~_ ..~ _ LT T

DPUBLIC SERVICE COMMISSION, to-wit:

- I ; .x".f I o

T, Howard M. thniﬁghamﬁ dxecutlxe Secre»ary o; the -

Publ;c Sezv;ce CommlseLon,r eTtlfy ec.the Secreta;y ov the

: _%’7 ‘i!—' M L - }9.-& s’—
State,Qf West Vlrclnla that the herelpaf ter descrlbed .
et DU S-S - ‘
document (s) is a | true ang_accurate QQQY of H-ule or rules,
*“, L'v’( . "o !‘ . - "‘ N

as def_ned by Chapter 1, Acts of the LeglsTature, Regular‘
SESSlQn, 1964 (passed February 3,_1964- ln effect,July 1l

1964, preecrlbed;by.theiPubllqESery;geiCQmm%gs;on:

SUBJECT:  AMENDMENT OF THE RULES AND REGULATIONS
- POR THE GOVERNMENT OF THE CONSTRUCTION . ~

AND FILING OF TARTEFS OF PUBLIC UTILITIES . .. .
AND COMMON CARRIERS BY MOTOR VEHICLES — .. .. ...

Géneral Order'mo. 184.3 entered. May 28, 1979, (Plled
in Base.Filé, Series II; as Appendix Pages 43.%tO0 47) .

Given under my hand at the-office .of said. Public:Service: -~ .

Commigsion of West Virginid,“at the Capitol, in the:qitg_eﬁ

Charlaston, this.lst day of June, 1879.




1 APPEARANCES: Thnomas N. Hanna, Caton N. Hill, and Jazes Pyles for

PUBLIC SERVICE COMMISSION . Tl
OF WEST VIRGINIA SEGRH%“ oF §TA
CHARLESTON THiS BATE 2 -5

At a session of the PUBLIC SERVICE COMMISSION OF WEST VIRGINIA, at
the Capitol in the City of Charleston on the 280 day of May, 1979.
GENERAL QRDER NG, 184.3

In the matter of Rule 30-D,
tholesale Purchased Power Cost.

Petitioners; Charles McElwee for Wheeling Electric Company, Intervenor;
Louie A, Paterno, Jr., for Shenandoah Electric Co-operative and Craig-
Botetourt Eleectric Co-operative, Intervenors; Clement Bassett and Steven
Chambers for Staff.

puzs 1o o orFICE OF

PROCEDURE ﬁﬁ?i%d I

On April 11, 1978 the petitioners named above filed & petition and
rule with the Commissicn and requested the Commissiomn to adopt a rule
to provide automatic adjustments in retall rates charged by thelpeti-
tioners based upen increases in their purchased power costs. (The peti-
tion was assigned Case No. 9378.) On June 23, 1978 the Commission set
a hearing on the proposed rule for August 28, 1978, and required
petitioners to give notice of the hearing by publication. Preston
Electric Company, Harrison REA, Philippi Municipal Electric, and New
Martinsville Municipal Electric publiished thé required notice, but the
other petitioners did not provide any public notice. As suggested by
counsel for these companies, this defect will be remedied through post
hearing publication. The hearing was held as scheduled. On August 24,
1978, Vheeling Electric Company requested permission to intervene in
this case, A similar request was made at the hearing by Shenandoah
Electric and Craig-Boutetourt Electric, Permisslon to intervene was

granted.

DISCUSSION
After the hearing in Case No. 9378, the Commission determined that
a rule should be promulgated concerning the problem of purchased power
costs for non-generating electric utilities. According to Commssion
procedure, rules are promulgated in general oxders rather than as a part
of an order in a case before the Commpission. Therefore, the issues
raised by the petitioners in Case No. 9378 will be addressad in this

order.
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i other Information as the Commission may require.

ORDER

1. The following Rule 30-D of the Rules and Regulaticms for the

Government of the Construction and Filing of Tariffs of Public Urilities

and Common Carriers by Motor Vehicle shall be the exclusive procedure

by which non-gencrating electric utilities may obtain interim rats

adjustments to reflect changes in the fuel cost portion of thelir pur-

chased power costs:

RULE 30-D
FERC APPROVED WHOLESALE POWER INCREABES

This rule sets forth a procedure for changing the rates per kilo-
watt hour (Xwh) charged to retail customers by non-generating electric _
utilities based execlusively on fuel cost allowances for suppliers of |
wholesale power approved by the Federal Energy Regulatory Commission.
The Public Service Commission of Vest Virginia may interpret this rule
if necessary and may regquire appropriate action based upon such inter-
pretations. The Commissicon reserves the authority under 1ts general
power to review any information filed under this rule and to order
appropriate changes based upon applications before the Commission.

DEFINTTIONS
“FERC" means the Federal Energy Regulatory Commission.

“Nen-generating electric wtility" means an electrie utilicy subject
to the jurisdiction of this Commlssion whose scle sourece of electric
power is the purchase of power from one or more wholesale suppliers.

"Adjustment period” means the six consecutive calendar months
during which a non-generating electric utility must charge the adjusted
rate determined under this rule.

"Wholesale rate'" means the rate per kilowatt hour charged by a
wholesale supplier of electric power teo a non-generating electric utility
as approved by FERC.

HFeel cost" means -that portion of a supplier's wholesale rate
specifically attributed by FEZRC to changes in the supplier’s cost of
fuel under the provisions of the federal fuel adjustment clause.

APPLICATION

A neon-generating electric utility which has not already filed
an initial application under this rule may apply to the Commission fox
pernission to change its rate per kilowatt hour based upon changes in
the fuel portion of the wholesale rate charged by a supplier of power.
The application shzll be filed ne later than forty-five days pricr to
the first day of the adjustment pericd. The application shall state
the actual fuel cost rate charged to the utility by each supplier of
power in zach of the six months preceding the month in which the
application is filed, the actual volume of power purchased from sach
supplier and the zmount of power sold during such wonths, and such

CONTINUIRG APPLICATION

if the Commission approves an Initial application filed under
this rule, the nen-gzenerating electric utility that filed the applica-
tion shall file a similar application not later than forty-five days
preceding the first day of the next succazeding adjustment period and
each succeeding adjustment period. A utllity may cease filing applica-
tions for succeeding adjustment periods only with the prior approval of
the Commission,

PUBLIC SERVICE GOUMIESION . ' -2-
LF WEST VIRGINIA
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HEARING

Prior to the first day of the adjustment pericd, the Commission
shall require notice and provide a hearing on the application filed
under this rule. After the hearing the Commission may autherize a
change in the uvtility's tariff necessary to reflect fuel cost related
changes in the wholesale rate paid by the utility for purchased power,
tzking into consideration taxes and line losses as appropriate., Such
autherization shall zpply to rates charged by the utility during the
adjustment period.

EXCLUSIVE REMEDY

A non-generating electric utility shall use the procedure provided
in this rule rather than the procedure provided in Rule 30-B of the
Cormission te cbtain interim changes in its tariif reflecting fuel cost
related portions of the wholesale rate paid by the utility for purchased
power.

2. Petitioners whe did not publish notice of the hearing in Case
No., 9378 shall provide notice of this order by publication in newspapersi
of general circulation published in each county included in their respec-
tive service areas, once within ten days after the date of this order. !
Such notice shall contain a copy of this order and a statement that
¢bjections to the rule adopted in the order may be filed with the Com-
mission within sixty days of the date of this order.

3. The Secretary of the Commission shall mail copies of this order

and the order in Case No. 9378 to all parties of record in that case,

to the State Attorney General, and to the Secretary of State.

ARD IT IS SC ORDERED.
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