Decision No. C97-117

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF COLORADO

DOCKET NO. 97L-035G

the application of rocky mountain NATURAL gas company for an order authorizing it to effect certain revisions in gas rates upon less than statutory notice.

COMMISSION order authorizing upward revisions of gas rAtes

Mailed Date:  January 30, 1997

Adopted Date:  January 29, 1997

I. by the commission

A. Statements, Findings, and Conclusions

1. On January 24, 1997, Applicant, Rocky Mountain Natural Gas Company, 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 resulting in an increase to its exist-ing 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 supplier, and it should be allowed to pass on the increased costs to purchase natural gas for resale to its customers.

2. The proposed tariffs are attached to the applica-tion, and affect Applicant's only customer, Rocky Mountain Natural Gas Division of K N Energy, Inc.

Applicant is an operating public utility subject to the jurisdiction of this Commission and is engaged in sales-for-resale only to Rocky Mountain Natural Gas Division of K N Energy, Inc.

The Commission expects Applicant to negotiate the lowest prices for supplies of natural gas that are 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.

The purpose of the upward revision of Applicant's gas rates is to reflect an increase in the level of natural gas costs charged Applicant based on rates to be in effect February 1, 1997, applied to normalized purchase and sales volumes during the test period of 12 months ended June 30, 1996.  Changes in rates to offset previous over-recovery and under-recovery of gas costs are not included in this application.

The effect of the revisions is an increase of $2,252,737, to Applicant's only customer.

The proposed tariffs, attached as Appendix A, will increase annual revenues by $2,252,737, which is an increase of 11.25 percent.

Applicant's last authorized rate of return on rate base was 11.73 percent and its last authorized rate of return on equity was 13.60 percent.  If this increase is approved, Applicant's rate of return on rate base will be 9.44 percent and rate of return on equity will be 10.43 percent.  Without the increase, Applicant's rate of return on rate base would be 3.85 percent and its rate of return on equity would be 5.99 percent.

The filing of this application was brought to the attention of Applicant's only affected customer by written notice hand-delivered to Rocky Mountain Natural Gas Division of K N Energy, Inc.

This application for authority to decrease rates is made under § 40-3-104(2), C.R.S., and Rule 41(e)(1), Commission's Rules of Practice and Procedure.

The 11.25 percent increase in revenues represents a significant increase in rates.  The Commission recognizes that any delay in placing upward revisions of rates into effect could substantially reduce Applicant’s ability to recover costs in this heating season.  Therefore the Commission will allow significant changes to rates effective February 1, 1997 subject to the conditions here.  However, in order to allow for full consideration of the justness and reasonableness of the proposed tariff changes as a condition of approval of the present application, Applicant will be required to file an application for the Commission to review and rule upon the prudence of gas supply costs for the 12-month period ending June 30, 1997.  This application shall be filed by August 29, 1997 and shall include testimony, exhibits, and all work papers necessary to demonstrate the prudence of costs associated with all Gas Cost Adjustment filings applicable for the period in question.

Applicant will be authorized to file an advice letter implementing the proposals in this proceeding effective February 1, 1997.

Applicant is also advised that gas cost adjustment applications should be filed sufficiently in advance of the proposed effective dates to allow for adequate investigation by the Commission (e.g., two weeks prior to the proposed effective dates).  Failure to comply with this requirement may result in denial of applications.

II. order

The Commission Orders that:

Rocky Mountain Natural Gas Company is authorized to file, effective February 1, 1997, the tariffs attached as Appendix A and made a part of this Order in accordance with the above mentioned requirements. 

This Order is effective on its Mailed Date.

ADOPTED IN COMMISSIONERS’ WEEKLY MEETING January 29, 1997.
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� Failure to timely implement new rates could reflect imprudent action on the part of Applicant and could result in a disallowance of costs in future proceedings.
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