model staff report regarding CenterPoint energy GAS's Cost of Service ADJUSTMENT ("COSA") TARIFF FILING

***

PURPOSE

On May 1, 2009, CenterPoint Energy Gas ("CenterPoint" or "Company") filed a Cost of Service Adjustment ("COSA") application with each of the Gulf Coast Coalition of Cities ("GCCC") members that were signatories to the settlement agreement to the Company's rate case last year. 

In the filing, the Company asserts that it is entitled to a $4.25 million increase or a $1.39 per month increase for each customer.  However, the settlement agreement limits the amount that can be requested to 5% over existing rates.  Therefore, the Company is requesting a $0.65 increase.  They are also seeking to recover rate case expenses that were deferred from last year's case.  


You may recall that on March 6, 2008, CenterPoint filed a rate case that was settled.  Among other provisions, the settlement established a comprehensive COSA mechanism.  The COSA process will allow cities with original jurisdiction the opportunity to review information regarding changes to CenterPoint's revenues and expenses as well as its invested capital.  In addition, CenterPoint and GCCC agreed to certain constraints on the magnitude of changes to expenses and invested capital under the COSA.  The agreement also freezes CenterPoint's rate of return on equity and its capital structure for purposes of the COSA filings to avoid manipulation of their overall rate of return. 


Expenses incurred by GCCC to review COSA filings will be reimbursed by CenterPoint.


The rate increase requested by CenterPoint will become effective on August 1, 2009.  Cities have 90 days to review the proposed rate adjustment.  During the 90 day period, consultants for the City will review the application in order to ensure that the Company has not included any unreasonable costs.  If, after the 90 day review period, Cities have not reached an agreement with the Company, the Cities may take action to deny the application.  

DISCUSSION

The City of ____________ is a member of a coalition of cities known alternatively as the Gulf Coast Coalition of Cities  ("GCCC").  The coalition has been in existence since the early 1990s.  GCCC has been the primary public interest advocate before the Railroad Commission,  the Courts, and the Legislature on gas utility regulation matters for nearly 20 years.


Explanation of "Be It Resolved" Paragraphs:

Section 1.  This provision authorizes the City to participate in a coalition of cities (i.e. the Gulf Coast Coalition of Cities) served by CenterPoint Energy Gas in order to more efficiently represent the interests of the City and their citizens.

Section 2.  This provision authorizes the hiring of Lloyd Gosselink Rochelle and Townsend, P.C. and consultants to represent the City in this matter.  It also provides authority for the attorneys and consultants to act on behalf of the City in settlement discussions, before the Railroad Commission, and on appeal to the Courts.  Negotiating clout and efficiency are enhanced by city cooperation in a common review and common purpose.  Additionally, rate case expenses are minimized when cities hire one set of attorneys and experts who work under the guidance and control of the cities.  

Section 3.  The Company will reimburse the cities for their reasonable rate case expenses.  Legal counsel and consultants approved by the Cities will submit monthly invoices that will be forwarded to CenterPoint for reimbursement.  No individual city incurs liability for payment of rate case expenses by adopting an intervention resolution. 

Section 4.  This section merely recites that the resolution was passed at a meeting that was open to the public and that the consideration of the Resolution was properly noticed.

Section 5.  This section provides that counsel for the cities will be notified of the City’s action by sending a copy of the approved and signed resolution to counsel. 

