Decision No. C98-96


BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF COLORADO


DOCKET NO.  98L-027G 


in the matter of the application of gREELEY GAS COMPANY for an order authorizing it to effect certain revisions in gas rates upon less than statutory notice.


commission order authorizing�revisions of gas rates


Mailed Date:  January 29, 1998


Adopted Date:  January 28, 1998


BY THE COMMISSION:	


Statements


On January 16, 1998, Applicant, Greeley Gas Com-pany (“Greeley”), 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, 1998, tariffs resulting in a decrease to its existing natural gas rates now on file with the Commission.  Applicant states that its pro-posed decrease in rates is to reflect its decreased cost of gas purchased from its supplier and to pass on to Applicant's customers the decreased costs to purchase natural gas for resale.


The proposed tariffs are attached to the applica-tion and affect Applicant's customers in the various towns and com-munities in the following areas in the State of Colorado:  Canon City, Florence, Penrose, Portland and contiguous areas in Fremont County, Eads, Holly, Lamar, Springfield and adjacent towns and communities (“Southeast Colorado Division”); various towns and com-munities in Weld County (“Northeast Colorado”); Salida, Poncha Springs, Nathrop, Crested Butte, Mt. Crested Butte, Gunnison and surrounding areas; the cities and environs of Craig, Meeker, Steamboat Springs, Hayden and Milner (“Northwest/Central Colorado Division”); and Cortez, Dolores, Mancos, Dove Creek, Cahone, Egnar, Durango, and surrounding areas (“Southwest Colorado Division”).


Findings of Fact


Applicant is an operating public utility subject to the jurisdiction of this Commission and is engaged in the purchase, gathering, transportation, distribution, and resale of natural gas for domestic, mechanical, or public uses in various certificated areas within the State of Colorado.


Applicant is an operating public utility subject to the jurisdiction of this Commission and is engaged in the purchase, gathering, transportation, distribution, and resale of natural gas for domestic, mechanical, or public uses in various certificated areas within the State of Colorado.  Applicant’s natural gas requirements are obtained from a mix of sources.  Each of the Divisions is connected to a pipeline supplier for delivery of its gas requirements through purchases or transport.  Southeast Colorado Division is connected to Colorado Interstate Gas Company (“CIG”).  Southwest Colorado Division is connected to Northwest Pipeline Corporation (“Northwest”).  Both CIG and Northwest 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 Northeast and Northwest/Central Colo-rado Divisions are connected to Public Service Company of Colo-rado (“Public Service”).  Public Service is an intrastate gas transmission company subject to the jurisdiction of this Commis-sion.  In addition to the pipeline supplies, all of Applicant’s Divisions are supplied by local gas supplies purchased from pro-ducers in the area.


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 regula-tions or determinations made under applicable federal regulations.


The purpose of the downward revision of Applicant's gas rates is to reflect a decrease in the level of natural gas costs charged Applicant based on rates to be in effect February 1, 1998, applied to normalized purchase and sales volumes during the test period of 12 months ended June 30, 1997, and to adjust for previous under-collections of purchase gas costs as of June 30, 1997.


The situation of under-collections of purchase gas costs has not improved since June 30, 1997.  In fact, the under-collections of purchase gas costs for all four rate areas are much higher at the end of November 1997 than they were on June 30, 1997.  The Commission is deeply concerned about the magnitude of increase needed to amortize the balance in the deferred account in the next filing, particularly if coupled with an increase in forecasted gas prices.  The adverse impact and apparent rate shock to customers are well known.  As a result of Docket No. 97L-460G, where Greeley filed a gas cost adjustment (“GCA”) application to increase total annual revenues for Greeley by $16,147,257 effective November 1, 1997, there were 141 complaints to the Commission objecting to Greeley’s rate increases and 136 contacts from customers in Greeley’s service territories in the month of December 1997.  By comparison, there were only 38 complaints to the Commission against rate increases by Public Service, even though Public Service has approximately 10 times more customers than Greeley.  Therefore, Greeley should closely monitor and report back to the Commission on the change in the balance of the deferred account.  The Commission expects that this be done no less than monthly.  As a condition for expedited processing of the instant GCA application, the Commission will require Greeley to submit monthly reports on the balance of the deferred account through and including the balance on Janu-ary 31, 1999.


To the extent that under-collections of purchase gas costs are largely a function of lower estimated gas costs compared to actual gas costs, the deteriorating trend in under-collections suggests persistently higher actual gas costs com-pared to the estimated gas costs, including the estimated gas costs in Docket No. 97L-460G, at least for November 1997.  The Commission is also concerned about the justification of the dra-matic reduction in estimated gas costs.  Again, Greeley should closely monitor and report back to the Commission on changes in natural gas price forecasts. The Commission expects that this be done no less than monthly.  As a condition for expedited processing of the instant GCA application, the Commission will require Greeley to submit monthly updates on changes in natural gas price estimates by Greeley until Greeley’s next GCA application.  Unless the situa-tion on the under-collections improve significantly, Greeley is encouraged to file another GCA application in three months using the deferred account balance at that time for amortization of under-collections of purchase gas costs.


The effect of the revisions is a decrease of $2,416,432 to Applicant's customers in Colorado.


The proposed tariffs, attached as Appendix A, will decrease total annual revenues by $2,416,432, which is a decrease of 4.25 percent.


By this application, Applicant requests authority to revise its GCAs in accordance with the tariff provisions approved by the Commission in Decision No. R95-1071 issued October 26, 1995 and the Applicant’s relevant tariffs.


 Applicant's last authorized rate of return on rate base was 10.67 percent and its last authorized rate of return on equity was 11.25 percent.  If this decrease is approved, Appli-cant’s rate of return on rate base will be 11.60 percent and its rate of return on equity will be 14.30 percent.  Without the decrease Applicant’s rate of return on rate base would be 14.50 percent and its rate of return on equity would be 21.60 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 area affected.


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, 4 Code of Colorado Regulations 723-1.


Any delay in placing decreased rates into effect to pass on Applicant’s decreased costs would do substantial harm to Applicant’s customers.


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


�
ORDER


The Commission Orders That:


Greeley Gas Company is authorized to file on not less than one day notice 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.


Greeley Gas Company is required to submit monthly reports on the balance of the deferred account through and includ-ing the balance on January 31, 1999.


Greeley Gas Company is required to submit monthly updates on changes in natural gas price estimates by Greeley Gas Company until Greeley Gas Company’s next gas cost adjustment appli-cation.


This Order is effective on its Mailed Date.


ADOPTED IN COMMISSIONERS’ WEEKLY MEETING January 28, 1998.
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____________________


Bruce N. Smith


Director
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