Decision No. C98-1060

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF COLORADO

DOCKET NO.  98L-471G 

in the matter of 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:  November 2, 1998

Adopted Date:  October 29, 1998

I. BY THE COMMISSION:


A. Statements

1. On October 16, 1998, Rocky Mountain Natural Gas Company (“Applicant” or “Rocky Company”) filed a verified appli-cation.  Applicant seeks a Commission order authorizing it, with-out formal hearing and on less than statutory notice, to place into effect on November 1, 1998, tariffs resulting in an increase to its existing natural gas rates now on file with the Commis-sion.
2. Contemporaneously with the filing of the instant application, Applicant filed a motion for a protective order cov-ering confidential information.  This protective order is sought pursuant to the Commission’s Rule 4 Code of Colorado Regulations (“CCR”) 723-8-7, Confidentiality.  Specifically, Applicant is requesting that this protective order apply to Schedule 2A of Gas Cost Adjustment (“GCA”) Exhibit No. 2.
3. 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. (“Rocky Division”).

B. Findings of Fact

1. Applicant is an operating public utility subject to the jurisdiction of this Commission and is engaged in the pur-chase, transmission, and general resale of natural gas along its pipeline system in the western slope area of the State of Colorado.  Applicant’s only sale-for-resale customer is Rocky Division.

2. The majority of Applicant's natural gas supply is purchased from wellhead sources.  The Commission expects Appli-cant 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.

3. 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 Novem-ber 1, 1998, applied to normalized purchase and sales volumes during the test period of 12 months ended June 30, 1998, and to adjust for previous under-collections of purchase gas costs.

4. The effect of the revisions is an increase of $94,659 to Applicant's only customer.

5. The proposed tariffs, attached as Appendix A, will increase annual revenues by $94,659, which is an increase of 0.344 percent.

6. The Commission is concerned about the level of deferred gas costs despite a 21.82 percent increase in rates or $4,711,140 in Rocky Company’s GCA filing for the prior period, see Docket No. 97L-475G.  The “Current Deferred Gas Costs to be Collected – Effective November 1, 1998” stands at $1,283,781.  In addition, there is the “Remaining Under-Recovered Gas Costs from Prior Periods” of $758,451 for a total deferred Account No. 191 balance of $2,042,232.  Rocky Company is directed to monitor its Account No. 191 balance closely so it will be able to provide an adequate cause and effect explanation to the Commission.

7. The Commission’s Gas Cost Adjustment Rules require that Applicant revise its GCA rates to be effective on November 1 of each year.  See 4 CCR 723-8-2.2.  The instant filing is intended to comply with this requirement.

8. 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, Appli-cant’s rate of return on rate base will be 13.45 percent and its rate of return on equity will be 29.32 percent.  Without the increase, Applicant’s rate of return on rate base would be 18.34 percent and its rate of return on equity would be 46.55 percent.

9. The Commission is very concerned about the exces-sive earnings of Rocky Company as shown in the pro-forma rate of return figures in Exhibits 11 and 12 of the instant application.  The pro-forma rate of return figures may not have been prepared in accordance with the regulatory principles as required in Appendix A of the Annual Report filed by Rocky Company with the Commission.  The Commission, therefore, would like to receive a more accurate representation of the level of earnings of Rocky Company.  As a condition of accepting the instant application on a less than statutory notice basis, the Commission hereby directs Rocky Company to update its Appendix A of the Annual Report to a test year of 12 months ending June 30, 1998 and to file that with the Commission within 30 days after issuance of this decision.

10. Additionally, Applicant moves the Commission for a protective order, in accordance with 4 CCR 723-8-7, in connection with the instant GCA application.  Schedule 2A of GCA Exhibit No. 2 contains information related to Applicant’s projected and actual gas purchase activity.  Applicant asserts that much of the data contained in Schedule 2A of Exhibit No. 2 is competitively sensitive and could damage Applicant’s efforts in negotiations with specific business associates.  The Commission believes that the public has a right to know what triggers a pass-through such as the GCA, particularly in view of the fact that the instant application requests an increase.  Therefore, the Commission states that the information filed with the GCA application, where possible, should be open and available to public inspection.  Having said that, however, the Commission will grant the request for a protective order with respect to Schedule 2A of Exhibit No. 2 for this application.  The grant of a protective order for Schedule 2A of Exhibit No. 2 has no force and effect in any future applications.  In addition, Rocky Company is put on notice that, in the event of a challenge to the protective order entered with respect to Schedule 2A of Exhibit No. 2, the Commission may reevaluate its decision to grant a protective order.

11. The filing of this application was brought to the attention of Applicant's only customer, Rocky Division, by hand-delivered written notice.

12. This application for authority to increase rates is made under § 40-3-104(2), C.R.S., and Rule 41(e)(1), Commis-sion's Rules of Practice and Procedure, 4 CCR 723-1.

13. The proposed increase in rates will substantially recover only Applicant's increased cost of gas.

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

II. ORDER

A. The Commission Orders That:

1. Rocky Mountain Natural 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 for the Western Slope system.
2. As a condition of accepting the instant applica-tion on a less than statutory notice basis, the Commission hereby directs Rocky Mountain Natural Gas Company to update its Appen-dix A of the Annual report to a test year of 12 months ending June 30, 1998 and to file the update with the Commission within 30 days after issuance of this Decision.
3. The Commission grants Rocky Mountain Natural Gas Company’s request for a protective order covering confidential material in Schedule 2A of Gas Cost Adjustment Exhibit No. 2.  The Commission reserves the right to re-examine its decision in case of future challenge by parties to the appropriateness for this protective order.
4. This Order is effective on its Mailed Date.

B. ADOPTED IN COMMISSIONERS’ WEEKLY MEETING
 
October 29, 1998.

THE PUBLIC UTILITIES COMMISSION
OF THE STATE OF COLORADO
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