Decision No. C96-1349


BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF COLORADO


DOCKET NO. 96L-515G


IN THE MATTER OF THE APPLICATION OF PUBLIC SERVICE COMPANY OF COLORADO FOR AN ORDER AUTHORIZING IT TO REVISE ITS GAS COST ADJUSTMENT ON LESS THAN STATUTORY NOTICE.


COMMISSION ORDER AUTHORIZING UPWARD REVISIONS OF GAS RATES


Mailed Date:  December 31, 1996


Adopted Date:  December 31, 199


BY THE COMMISSION


Statement, Findings, and Conclusions


On December 4, 1996, Public Service Company of Colorado ("Public Service" or "Applicant") filed a verified application.  Applicant seeks a Commission order authorizing it, without formal hearing and on less than statutory notice, to place into effect on January 1, 1997, tariffs resulting in an increase to its existing natural gas rates now on file with the Commission.  Applicant states that its proposed increase in rates reflects its increased cost of gas purchased from its suppliers, and it should be allowed to pass on the increased costs to purchase natural gas for resale to its customers.


The proposed tariffs are attached to the application and affect Applicant's customers in its Colorado certificated areas on file with the Commission.


Applicant is an operating public utility subject to the jurisdiction of this Commission and is engaged inter alia in the purchase, transmission, distribution, transportation, and sale of natural gas in various areas in the State of Colorado.


Applicant's natural gas supplies for sale to its residential, commercial, industrial, and resale customers are purchased from numerous producer/suppliers located inside and outside of the State of Colorado.  The rates and charges incident to these purchases are established through contracts between Applicant and the various producer/suppliers.


These gas supplies are either delivered directly into Applicant's natural gas pipeline system or through several interstate pipeline and/or storage facilities with which Applicant is directly connected.  The transportation of these gas supplies is made pursuant to service agreements between Applicant and upstream pipeline service providers based upon Applicant's system requirements for the various pipeline services, such as gathering, storage, and transportation.  These upstream pipeline service providers include:  Colorado Interstate Gas Company ("CIG"); K N Interstate Gas Transmission Company (formerly K N Energy, Inc.) ("KNI"); Williams Natural Gas Company ("WNG"); and Young Gas Storage Company, Ltd. ("Young").


CIG, KNI, WNG, and Young are natural gas companies under the provisions of the Natural Gas Act, as amended, and the rates and charges incident to the provision of the various pipeline delivery services to Applicant are subject to the jurisdiction of the Federal Energy Regulatory Commission.  The Commission has no jurisdiction over the wholesale rates of CIG, KNI, WNG, and Young, but it expects Applicant to negotiate the lowest prices for supplies of natural gas consistent with the provisions of the Natural Gas Policy Act of 1978, 15 U.S.C. §§ 3301-3432 (Public Law 95-621) and applicable federal regulations or determinations made under applicable federal regulations.


Applicant's currently effective Gas Cost Adjustment ("GCA"), which was implemented November 1, 1996, and authorized by the Commission in Decision No. C96-1157 mailed November 1, 1996, was based on a composite forecasted producer/supplier rate of $1.4734 per Dekatherm ("Dth") anticipated to be in effect from November 1, 1996 through April 1, 1997.  The instant GCA includes a revised composite forecasted producer/supplier rate of $2.1040 per Dth anticipated to be effective January 1, 1997.  This rate is based on forecasts of various market indices under which Applicant purchases natural gas.  The increase in the forecasts is primarily based on the unusually large increase in market prices for November and December 1996, and the corresponding increase in forecast prices for the remainder of the 1996/97 heating season. The price forecast also includes the normal price variation due to stronger demand for natural gas in the winter than in the summer, and the expectation that Rocky Mountain prices will rise to be closer to national/eastern prices over the next year.


The purpose of the requested revisions is to reflect an increase in the level of natural gas supply costs to be charged Applicant by its various producers/suppliers on and after January 1, 1997, applied to normalized purchase and sales volumes in the test period 12 months ending June 30, 1996.  The increase is based on a forecast of producer/supplier rates and market indices to be effective January 1, 1997.  The instant GCA also includes costs attributable to the various pipeline service providers based on the rates anticipated to be in effect on and after January 1, 1997.


Applicant, by this application, requests authority to revise its present GCA in accordance with the GCA tariff provisions contained in Sheet Nos. 50 through 50D of Applicant's Colorado P.U.C. No. 6 - Gas Tariff.  These tariff provisions were approved by the Commission in Decision No. C95-796, mailed August 21, 1995, in Docket No. 95I-394G.


The GCA revisions requested herein result in an increase of $87,540,605 to Public Service customers above that yielded by the currently effective GCA based on normalized test period sales volumes.


The proposed tariffs attached as Appendix A will increase annual revenues by $87,540,605, which is an increase of 14.78 percent.


Applicant's last authorized rate of return on rate base was 9.40 percent, and its last authorized rate of return on equity was 11.00 percent.  If this increase is approved, Applicant's rate of return on rate base will be 6.52 percent and its rate of return on equity will be 5.57 percent.  Without the increase, Applicant's rate of return on rate base would be (2.08) percent and its rate of return on equity would be (11.05) percent.


The filing of this application was brought to the attention of Applicant's affected customers by publication in The Denver Post, a newspaper of general circulation in the areas affected.


In ¶ d, Section 6, Part C, Decision No. C95-796 (page 13), the Commission imposed the following requirements after asserting its concern that transportation discounts could possibly have an adverse impact on the cost of gas collected through the GCA:


Therefore, the Company will be ordered to report in each of its GCA applications the calculation of the revenue effect of transportation discounts on sales in the GCA.  This report shall include any discounts which are provided to any affiliated company.  (Footnote omitted.)


Consequently, Applicant was required to report in its GCA Application on the following two issues:  (A) the revenue effect of any transportation discounts on sales in the GCA; and (B) any transportation discounts provided to any affiliated com-pany.  The following sets forth Applicant's report on these two issues:


	A.	The GCA is currently not impacted by transportation discounts as all discounted trans-portation rates are either equal to or in excess of minimum transportation charges on file with the Commission.  All transportation customers will be paying their allocated gas costs - balancing costs - in the embedded current gas portion of the transportation charge.





	B.	As of January 1, 1997, the proposed effective date of Applicant's revised GCA, the Electric Department of Public Service was being provided discounted transportation service to the Ft. St. Vrain Generating Power Plant.  The rates and charges for this service are the subject of ongoing negotiations among the various parties in Docket No. 95A-169G.  This discount, however, is to Applicant's Rate Schedule TF Reservation Charge and has no effect on Applicant's GCA.


This application for authority to increase rates is made pursuant to § 40-3-104(2), C.R.S., and Rule 41(e)(1) of the Commission's Rules of Practice and Procedure, 4 Code of Colorado Regulations 723-1.  The approval of the present application is without prejudice to future proceedings involving these costs.


Any delay in placing increased rates into effect to pass on Applicant's increased costs would do substantial harm to Applicant.


Good cause exists to allow the proposed increases on less than statutory notice.


ORDER


The Commission Orders That:


Public Service Company of Colorado is authorized to file, to be effective on January 1, 1997, the tariffs attached as Appendix A and made a part of this Order.  These tariffs shall be effective for actual gas sales on or after their effective date.


This Order is effective upon its Mailed Date.


ADOPTED IN COMMISSIONERS’ DELIBERATIONS MEETING December 31, 1996.
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____________________


Bruce N. Smith


Director
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