Decision No. C98-347

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF COLORADO

DOCKET NO. 98M-017G

In the Matter of the Application of Greeley Gas Company.

Order Directing Response To Staff Audit

Mailed Date:  March 31, 1998

Adopted Date:  March 31, 1998

I.
BY THE COMMISSION

A.
Statement

On January 14, 1998, in Decision No. C98-52, we ordered Commission Staff (“Staff”) to conduct an audit of Greeley Gas Company (“Greeley”) and its Gas Cost Adjustment (“GCA”) mech-anism.  Staff was directed to report its findings and recom-mendations to the Commission for further action.  In accordance with those directives, Staff has completed its audit and has informed the Commission of its findings and recommendations.  We now summarize Staff’s conclusions in this order and direct that Greeley submit a response to those findings and recommendations within 30 days of the effective date of this order.

B.
Discussion

1.
According to Staff’s presentation to the Commis-sion, the review and audit focused primarily on six areas of Greeley’s operations:  gas purchase practices; accounting proce-dures and processes; customer notification procedures and pro-cesses; supply planning and acquisition, gas pricing projections; and Account 191.  Based upon its audit, Staff findings and recom-mendations are:

(1)
Account 191 balance reporting
Staff recommends that Greeley begin providing monthly reports of its account 191 balance to the Commission and continue to do so through June, 1999.

(2)
Customer communications
A) Until November 1997, Greeley did not have any communication with customers regarding GCA changes other than the notice required by Commission rules.  Staff recommends that Greeley actively undertake to provide more complete and timely notice to customers of upcoming GCA rate changes. 

B) Staff also suggests that Greeley formulate in writing its plan for providing complete and timely notification to customers regarding upcoming GCA increases, particularly for cus-tomers on fixed budgets.

(3)
Gas supply purchasing practices
Staff reports that gas is procured separately for each division of Greeley through separate transac-tions and separate supply contracts.  Staff believes that the existence of the GCA, as a pass-through of gas costs, may limit Greeley’s incen-tives to diligently pursue low cost gas (as com-pared to a circumstance where the GCA did not exist).  Staff recommends that Greeley assign employees exclusively to the gas purchasing func-tion.

(4)
Capacity management
Staff points out that one of the stated reasons for merging Atmos and Greeley in 1993 was that the merger would result in synergies with respect to gas purchasing and capacity management in a com-pany with multi-state operations.  Staff suggests that no apparent synergies have resulted with respect to gas purchasing practices or in capacity management.  Staff recommends that Greeley be directed to study its operations to determine whether synergies can be achieved in these areas.

(5)
Gas supply planning and procurement manual
The manual is relatively new.  (It was apparently first drafted as of July 11, 1996 and revised on August 6, 1996.)   Staff’s investigation appears to indicate that actual practices are inconsistent with the manual.  For example, one section of the manual was devoted to maximizing capacity release revenues; however, zero revenue has been realized from capacity release.  In addition, the manual discusses Atmos’ objective to achieve lower gas costs, while gas costs, at least for the Northeast division, are significantly higher than index.  Staff recommends that Greeley take steps to imple-ment the practices and achieve the results dis-cussed in the manual.

(6)
Gas supply functions
Staff suggests that some expenses may have been reduced from Greeley’s consolidation of gas supply functions into a single group.  However, the lack of focus may have harmed Greeley’s ability to achieve lowest-cost gas purchases.  Staff suggests that, to the extent possible, personnel in the gas supply areas should be evaluated, in part, based on their ability to procure gas cost at index or better for Greeley.

(7)
Gas supply purchasing approach
Until last year, Greeley did not procure gas sup-plies on a competitive basis.  Staff recommends that Greeley rely exclusively on local indices with respect to gas acquisition.

(8)
Provision of Backup Supply
Staff recommends that Greeley consider providing backup supply to transportation customers in addi-tion to changing its policy on imbalances.

(9)
Interruptible Loads and Transportation Tariff
Staff notes that there have been no interruptions on the Greeley system.  The accommodation of interruptible load and large imbalances costs Greeley (or Account 191) substantial amounts.  In addition Staff points out that, transportation customers have three months to cure imbalances, if the company does not waive the currently tariffed imbalanced provisions.  Transportation customers, individually or as a group, may have carried per-petual imbalances on the Greeley system.  Staff recommends revision of the transportation tariffs to constrain imbalances and to make the cash-out market sensitive.

(10)
Gas supply contracts
Staff recommends that Greeley maintain better doc-umentation on daily purchases.

(11)
Imbalance resolution mechanism
Since it is extremely costly to allow transporta-tion customers to “bank” on the system, Staff recommends that Greeley revise its imbalance pro-visions.  Backup supply and imbalance should be priced at market sensitive rates.

(12)
Backup Supply from Suppliers
Staff recommends that Greeley reduce its reliance on backup supply from Public Service of Colorado.  As a local distribution company, Public Service’s primary function is to procure gas supplies for its customers at the lowest cost.  “Rate stacking” due to purchases from Public Service will only add cost to Greeley’s customers.

(13)
Competitive bidding
Staff recommends that Greeley maintain full docu-mentation for all supply contracts or bids accepted by Greeley to the extent these are not competitively bid.

(14)
Uniform System of Accounts (USOA)
Staff points out that Greeley uses the NARUC USOA to record its accounting information.  Commission rules require the use of the Federal Energy Regu-latory Commission USOA.  Therefore, Staff suggests that Greeley file a request for waiver of the Com-mission rules, 4 CCR 723-1, Rule 25(b)(2).

(15)
Accounting procedures, discrepancy resolution and 
     operational processes
Staff notes:

A)
In May, 1997 $383,000 was erroneously record-ed as a gas cost in the Northwest/Central division in the general ledger and applica-tion.  Greeley should file a correction to its GCA rate to account for that error.

B)
Staff also noted instances where over a period of time during the test year costs in excess of $1,000,000 were recorded twice and/or in the wrong rate division.  Staff recommends that Greeley review the operations of the accounting department and conduct a formal evaluation to identify the depart-ment’s internal controls and quality stan-dards; determine the adequacy of these inter-nal controls and quality standards; and recommend appropriate changes.  A copy of the formal evaluation report along with a report discussing the action taken by management of Greeley/Atmos should be submitted to the Com-mission with Greeley’s 1998 Gas Purchase Re-view filing.

 
 
2.
The Commission directs that Greeley submit written responses to the above-stated findings and recommendations within 30 days of the effective date of this order.  After receiving those responses, we may direct, by future order, that Greeley appear before the Commission to discuss these matters.

II.
ORDER

A.
The Commission Orders That:

1.
Consistent with the above discussion, Greeley Gas Company shall file written responses to the Commission Staff’s findings and recommendations set forth above within 30 days of the effective date of this Order.

2.
This Order is effective upon its Mailed Date.

B.
ADOPTED IN Commissioners’ WEEKLY MEETING
March 31, 1998.
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____________________

Bruce N. Smith

Director
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