Decision No. C97-109

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF COLORADO

DOCKET NO. 97L-015G

IN THE MATTER OF THE APPLICATION OF PUBLIC SERVICE COMPANY OF COLORADO FOR AN ORDER AUTHORIZING IT TO REVISE THE CHARGES APPLICABLE TO THE CURING OF TRANSPORTATION IMBALANCES FOR OVER-DELIVERIES AND UNDER-DELIVERIES OF SHIPPER’S GAS SUPPLIES, ON LESS THAN STATUTORY NOTICE.

COMMISSION ORDER AUTHORIZING REVISION
OF CHARGES APPLICABLE TO
CURING TRANSPORTATION IMBALANCES

Mailed Date:  January 31, 1997

Adopted Date:  January 29, 1997

I. BY THE COMMISSION

A. Statement, Findings, and Conclusions

1. On January 7, 1997, 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 February 1, 1997, tariffs revising the charges applicable to the curing, or specifically "cashing out," of transportation imbalances relating to both over- and under-deliveries of shippers' gas to Applicant.  Subsequent to the filing of the Application, Applicant filed a motion on January 24, 1997, to amend the application as specifically discussed below.

2. The proposed tariffs are attached to the appli-cation and affect Applicant's transportation customers in its Colorado certificated areas on file with the Commission.

3. 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.

4. 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.

5. Applicant currently provides natural gas trans-portation service in accordance with the rates, terms, and con-ditions approved by the Commission in Decision No. C95-796 (mailed August 21, 1995) in Applicant’s last Phase II gas rate proceeding - Docket No. 95I-395G.  In Decision No. C95-796, the Commission, among other things, approved Applicant’s transporta-tion tariff Imbalance Provisions that set forth the current procedure for determining and curing transportation imbalances.  These Imbalance Provisions are contained in Applicant’s Colorado PUC No. 6-Gas tariff at Sheet Nos. T10 through T13.  Under these tariff provisions, as reflected on Sheet No. T10, each shipper is required to manage daily quantities of its gas received into Public Service’s system and the corresponding daily quantities delivered at the various load (or “delivery”) points on Public Service’s system such that any cumulative imbalance at the end of each month is as close to zero as practicable.  Where total receipts of a shipper’s gas into Public Service’s system exceeds total deliveries for that shipper’s account, the imbalance created reflects an over-delivery of its gas.  Conversely, where total deliveries exceed total receipts, the imbalance created reflects an under-delivery of a shipper’s gas.

6. Transportation imbalances reflect the monthly differences between receipts and deliveries, plus or minus any prior month’s imbalances, and are subject to the Imbalance Provisions of Applicant’s gas transportation terms and condi-tions.  If a shipper’s imbalance at the end of any month exceeds 5 percent of actual usage, then the imbalance is subject to the over- and under-delivery “cash-out” provisions of Applicant’s gas transportation terms and conditions.

7. The purpose of the instant Application is to allow Applicant to revise that portion of the natural gas trans-portation terms and conditions contained in Applicant’s Colorado PUC No. 6-Gas tariff which relate to the charges for curing transportation imbalances.  In particular, Applicant is request-ing Commission authorization to revise those charges applicable to the curing, or specifically “cashing out,” of transportation imbalances that reflect accumulated over-deliveries and under-deliveries of shippers’ gas to Public Service in order to make those charges more responsive to market conditions.  In its motion filed January 24, 1997, Applicant proposes to revise its imbalance cash-out provisions to provide that the cash-out price for over- or under-deliveries be based on the index relating to the month in which the imbalance was created, rather than the month in which the imbalance is cashed out, as originally proposed by Applicant in its January 7, 1977 application.  These revisions will minimize potential adverse impacts on Applicant's Account No. 191, as the cash-out prices will be tied to the same months in which the actual gas costs were incurred by Applicant.  The Commission will direct Applicant to provide reports to the Commission so that any adverse impact of cash-out to Applicant's Account No. 191 can be monitored.

8. For imbalances constituting over-deliveries of shippers’ gas, Public Service may reduce the imbalance to within 5 percent by purchasing certain quantities of the shipper’s gas that was over-delivered.  The price for this cash-out transaction is equal to 75 percent of the CIG Rocky Mountain spot gas price index as reported in Inside F.E.R.C.’s Gas Market Report for the month in which the over-delivered gas is purchased by Public Service.  In order for this provision to be more responsive to market conditions and to be more representative of the price that Applicant pays for natural gas, Applicant proposes to include the Panhandle Eastern Pipeline Company spot gas price index as an additional price determinant.  A comparison of the applicable tariff language as is currently in effect, with the proposed tariff provision, including the additional language proposed by Applicant in underscore, is as follows:

Currently in Effect


These purchases shall be made at a rate equal to seventy-five percent (75%) of the CIG Rocky Mountain spot gas price index as reported in the table titled “Prices of Spot Gas Delivered to Pipelines,” in the first monthly issue of Inside FERC Gas Market Report published by McGraw Hill during the Month the Imbalance is purchased from the Shipper.  These purchases shall be applied as a credit on the Shipper’s succeeding monthly statement.  These purchases shall not be made by Company if quantities are less than five (5) Dth.

As Proposed


These purchases shall be made at a rate equal to seventy-five percent (75%) of the lesser of the CIG Rocky Mountain spot gas price index or the Panhandle Eastern Pipeline Company spot gas price index as reported in the table titled “Prices of Spot Gas Delivered to Pipelines” in the first monthly issue of Inside F.E.R.C.’s Gas Market Report published by McGraw Hill for the Month in which the Imbalance was created.  These purchases shall be applied as a credit on the Shipper’s succeeding monthly statement.  These pur-chases shall not be made by Company if quantities are less than five (5) Dth.

A summary of the CIG Rocky Mountain and Panhandle Eastern indices for the months of December 1996 and January 1997 is as follows:

Pipeline



Dec. 1996

Jan. 1997

Colorado Interstate

$3.50

$4.18

Panhandle Eastern

$3.61

$4.10

For imbalances constituting under-deliveries of shippers’ gas, Public Service may reduce the imbalance to within 5 percent by selling certain quantities of Public Service’s gas that was used for the benefit of the shipper to make up for the under-deliveries. The price for this cash-out transaction is the Backup Supply Sales Charge (“Backup Charge”) under the gas transportation rate schedules of Applicant’s firm and inter-ruptible transportation rate schedules TF and TI.

The Backup Charge contained in Applicant’s gas transportation tariffs is subject to Applicant’s General Rate Schedule Adjustment (“GRSA”) riders and Gas Cost Adjustment (“GCA”) tariff provisions.  The currently effective GRSA appli-cable to this charge is three-tenths of 1 percent (0.30 percent), and the GCA effective January 1, 1997 is a negative nine and four-tenths cents ($0.0940) per Dekatherm (“Dth”).  The GCA was approved by the Commission in Decision No. C96-1349 mailed December 31, 1996 in Docket No. 96L‑515G.  A summary of the 

currently effective Backup Charge, including the applicable GRSA and GCA, is as follows:

Base Backup Sales Charge, per Dth

$ 2.923

GRSA at 0.30 percent, per Dth


$ 0.009

GCA at January 1, 1997, per Dth

$(0.094)

Total, per Dth




$ 2.838

Recent dramatic price fluctuations in the natural gas commodity markets have created situations where it has been economically advantageous for shippers to under-deliver natural gas to Applicant and to pay the Backup Charge in order to cure the imbalance, rather than purchase higher-priced gas at current market rates for their customers’ needs.  For example, if current market prices for natural gas are above the currently effective Backup Charge, as the December 1996 and January 1997 indices shown earlier indicate, a shipper may be economically motivated to under-deliver gas supplies to Applicant and correct the imbalance at a later date by purchasing gas supplies from Applicant at the Backup Charge.  While Applicant would be paying market prices for the gas sold to shippers to correct the under-deliveries, only the gas costs contained in the Backup Charge would be recovered from the shipper.  Transportation shippers could take advantage of this type of price disparity.  The dif-ference between the market price for the gas sold and the gas costs contained in the Backup Charge would be credited to Applicant’s Deferred Gas Cost Account No. 191 for future recovery from all of Applicant’s sales customers, subject to Commission prudency review.  These under-recovered gas costs would tech-nically never be recovered from the transportation shippers because transportation shippers purchase gas from Applicant on an irregular basis.  In order to prevent this eventuality, Applicant is proposing to revise the charges applicable to the curing of transportation imbalances relating to under-deliveries.

Applicant’s current tariff provisions do not pro-vide transportation customers with accurate and timely price signals with which they may make decisions regarding the curing of imbalances.  This is largely due to the fact that rapidly rising or falling prices cannot be reflected quickly in rates due to the inherent delays in the GCA mechanism.  Imbalances are generally undesirable, and imbalance cash-out rates should dis-courage transportation shippers from creating and, subsequently failing to cure imbalances.  If the imbalance cash-out rate to cure imbalances created by under-deliveries continues to be the same as the Backup Charge, then transportation shippers may not be discouraged from creating imbalances.

In order to provide accurate and timely price signals that reflect the current commodity market, Applicant also proposes to modify the provisions of its Imbalance Provisions relating to under-deliveries of shippers’ gas.  The change will affect charges relating to under-deliveries so that billings for under-deliveries will more accurately reflect the cost of gas incurred by Applicant to make up for under-deliveries of shippers’ gas.  In addition, pricing the charge for under-deliveries to reflect current market conditions will encourage transportation shippers to not create and/or to not fail to correct imbalances.  The cash-out for such under-deliveries, as originally proposed by Applicant in its January 7, 1997 Application is based on 125 percent of the higher of the CIG Rocky Mountain and Panhandle Eastern Pipeline Company spot gas price indices, plus applicable pipeline transportation charges.  These indices are based on spot gas prices contained in the first monthly publication of Inside F.E.R.C.'s Gas Market Report.  Because these prices will change on a monthly basis in accordance with the market changes reflected by these indices, and given the concerns that Applicant's tariffs would not adequately state the price exposure that Applicant's transportation customers may experience in cash-out transactions, Applicant has revised the proposed tariff provisions relating to the price for cashing out accumulated under-deliveries to reflect a price band, or range.  More specifically, Applicant has established a minimum and maxi-mum price within which the cash-out prices must fall.  The mini-mum price is set at Applicant's applicable effective Backup Charges and the maximum price is set at $25 per Dth.  This latter price is identical to the maximum charge for unauthorized overrun and other similar services, as set forth in Applicant's Colorado P.U.C. No. 6-Gas tariff.  This revision will provide Applicant's customers clear notice as to the range of their potential exposure in imbalance cash-out transactions.  In addition, the establishment of a minimum charge based on the Backup Charge will keep the charges for under-deliveries on a parity with other interruptible gas sales to transportation customers by preventing the cash-out price from ever being lower than the Backup Charge.  A comparison of the applicable tariff language as is currently in effect, with the proposed tariff provision, including the addi-tional language proposed by Applicant in underscore, is as fol-lows:

Currently in Effect


The rate and terms for such sales shall be at the Backup Commodity Sales Charge as set forth in the Company’s gas transportation rate schedules.  These sales shall not be made by Company if quantities are less than five (5) Dth.

As Proposed


The rate for such sales shall be at a rate equal to one hundred twenty-five percent (125 %) of the greater of the CIG Rocky Mountain spot gas price index or the Panhandle Eastern Pipeline Company spot gas price index as reported in the table titled “Prices of Spot Gas Delivered to Pipelines” in the first monthly issue of Inside F.E.R.C.’s Gas Market Report published by McGraw Hill in which the Imbalance was created, plus the maximum rate for interruptible transportation service under Rate Schedule TI-1 of Colorado Interstate Gas Company's then-effective FERC gas tariff plus all applicable surcharges.  The rate so determined shall not be more than $25.00 per Dth or less than the Backup Supply Sales Charge as set forth in the Company's transportation rate schedules.  These sales shall not be made by Company if quantities are less than five (5) Dth.

The foregoing change will allow Applicant’s imbal-ance cash-out rate for under-deliveries to more accurately track market conditions on a monthly basis and to avoid delays due to the GCA mechanism.  In addition, the proposed changes make the imbalance charges for under-deliveries symmetrical to the pro-posed imbalance purchase rate for over-deliveries.

The foregoing charges relating to the curing of under-delivery imbalances will be in addition to applicable transportation charges billed by Public Service. 

This application for authority to revise charges 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.

Any delay in placing revised charges applicable to curing transportation imbalances would adversely impact Appli-cant's Account No. 191.

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

II. ORDER

The Commission Orders That:

Public Service Company of Colorado is authorized to file on January 31, 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.

Public Service Company of Colorado shall provide monthly reports until further notice by the Commission, so that any adverse impact of cash-out to its Account No. 191 can be monitored.

The motion filed by Public Service Company of Colorado on January 24, 1997 to amend the Application is granted.

This Order is effective on its Mailed Date.

ADOPTED IN COMMISSIONERS’ WEEKLY MEETING January 29, 1997.
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