model staff report

CenterPoint Energy Gas has filed an application with cities retaining original jurisdiction over rates and services to increase rates within their Texas Coast Division by $7.36 million.  The Company's application was filed with the City on March 6, 2008.   

Purpose of the Resolution:


The resolution suspends the effective date of the Company's rate increase for the maximum period permitted by law to allow the City time to evaluate the filing, determine whether the filing complies with law, and if lawful, to determine what further strategy, including settlement, to pursue.  


The law provides that a rate request made by a natural gas utility cannot become effective until 35 days following the filing of the application to change rates.  The law permits the City to suspend the effective date for 90 days.  If the City does not take action to suspend the filing, CenterPoint may begin charging increased rates after April 10, 2008.  According to CenterPoint, annual rates would increase by approximately $42 for residential customers.


The City has participated in prior rate matters with a coalition of cities now known as Gulf Coast Coalition of Cities (GCCC).  GCCC is a coalition of thirteen cities who have passed resolutions authorizing GCCC to intervene on behalf of the city in numerous utility matters pending before regulatory agencies, the Courts or the Legislature.  A list of the current members impacted by this application is attached.

Explanation of "Be It Resolved" Paragraphs:

Section 1.  The city is authorized to suspend the effective date for 90 days for any legitimate purpose.  Time to study and investigate the application is always a legitimate purpose.  Please note that the resolution refers to the suspension period as “the maximum period allowed by law” rather than ending by a specific date.  This is because the Company controls the effective date and can extend the deadline for final city action to increase the time that the City retains jurisdiction if necessary to reach settlement on the case.  If the suspension period is not increased by the Company, the City must take final action on CenterPoint's request to raise rates by April 10, 2008.

Section 2.  Negotiating clout and efficiency are enhanced by the City cooperating with other GCCC cities in a common review and common purpose.  Additionally, rate case expenses are minimized when GCCC hires one set of attorneys and experts who work under the guidance and control of the GCCC.  This provision authorizes the GCCC to act on behalf of the City at the local level in settlement discussions, and in preparation of a rate ordinance and on appeal of the rate ordinance to the Railroad Commission and on appeal to the Courts.  Any settlement negotiated by GCCC must be approved by all GCCC member city councils through new rate ordinances.

Section 3.   Lawyers with Lloyd Gosselink have extensive experience in representing cities and coalitions of cities in ratemaking matters.  Geoffrey Gay of Lloyd Gosselink has represented GCCC in regulatory matters for the last decade.  This section ratifies the Coalition's continued reliance on Lloyd Gosselink for legal services. 

Section 4.   This provision authorizes the GCCC to intervene in GUD No. 9791 at the Railroad Commission.  Because the Company is seeking uniform rates within its Texas Coast Division and because the Railroad Commission has original jurisdiction over the rates in the environs, simultaneous with its filing with the cities on March 6, CenterPoint also filed its rate application with the Railroad Commission for the environs.  Once the city proceedings are finalized, it is anticipated that they will be appealed to the Railroad Commission where they will be consolidated into the current pending case.  

Section 5.  Cities, by statute, are entitled to recover their reasonable rate case expenses from the utility.  Legal counsel and consultants approved by the GCCC will submit monthly invoices to the City of Friendswood that will be forwarded to CenterPoint for reimbursement.  No individual city incurs liability for payment of rate case expenses by adopting a suspension resolution. 

Section 6.  This section merely recites that the resolution was passed at a meeting that was open to the public and where the consideration of the Resolution was properly noticed.

Section 7.  This section provides that both CenterPoint and counsel to GCCC will be notified of the City’s action by sending a copy of the approved and signed resolution to certain designated individuals.

