Decision No. C98-1320

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF COLORADO

DOCKET NO. 98L-590G 

in the matter of the application of COLORADO NATURAL GAS, INC. for an order authorizing it to effect certain revisions in gas rates upon less than statutory notice.

commission order authorizing
downward revisions of gas rates

Mailed Date:  December 30, 1998

Adopted Date:  December 30, 1998

I. BY THE COMMISSION:


A. Statements

1. On December 15, 1998, Applicant, Colorado Natural Gas, Inc. (“CNG”), 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 January 1, 1999, tariffs resulting in a decrease to its existing natural gas rates now on file with the Commission.

2. On December 28, 1998, CNG moved to amend its veri-fied application and waiver of response time.

3. The proposed tariffs are attached to the appli-cation, as amended, and affect Applicant's customers in, and in the vicinity of, Bailey and Cripple Creek, Colorado.

B. Findings of Fact

1. Applicant is an operating public utility subject to the jurisdiction of this Commission and is engaged in the distribution and resale of natural gas for domestic, mechanical, or public uses in and around the communities of Bailey and Cripple Creek as more particularly described in Decision No. C97-223.

2. Applicant’s natural gas requirements will be obtained from UtiliCorp Energy Solution, Inc.  (“UtiliCorp”).  Applicant has entered into two separate gas contracts with UtiliCorp, one for the Bailey Division and one for the Cripple Creek Division.  Both gas contracts are one year, firm, fixed price contracts which run through September 30, 1999.  UtiliCorp is obligated to deliver natural gas to Applicant for $2.24 per MMBtu at any receipt point into Public Service Company of Colorado’s (“PSCo”) system and $2.285 per MMBtu at the Spruce Hill Meter Station into Peoples Natural Gas Company’s system (“Peoples”).  CNG has firm gas transportation service agreements on PSCo’s system and Peoples’ system to transport its gas across their respective systems to its town border stations near Conifer and Woodland Park.  Applicant also reserves firm back-up supply on PSCo’s system and from UtiliCorp.  Pipeline delivery services provided by PSCo and Peoples are regulated by this Commission.

3. The Commission expects Applicant to negotiate the lowest price 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 regula-tions.

4. The purpose of the downward revision of Appli-cant's gas rates is to reflect a decrease in the level of natural gas costs charged Applicant based on rates to be in effect January 1, 1999, applied to normalized purchase and sales volumes during the test period and to adjust for previous over- or under-collections of purchase gas costs.

5. Factors affecting the gas cost adjustment (“GCA”) rate changes proposed herein relate to the connection of approxi-mately 1,100 customers, which is less than the number which was anticipated to be connected to CNG’s system and used for the purpose of developing rates in its previous GCA application in Docket No. 97L-453G.  Over the past 12 months, this factor has resulted in CNG being in an under-collected position in its Account No. 191.  Specifically, the September 30, 1998, Account No. 191 balance reflects an under-collection amount of $9,595.12 for the Cripple Creek Division and $18,979.07 for the Bailey Division.  Offsetting the effects of this factor, however, is the change in the cost of gas delivered into the upstream pipelines serving each Division, as well as changes in the structure of the transportation contracts with the upstream pipelines.

6. The positive Account No. 191 balances in each division of CNG occurred as a result of a lower rate of penetra-tion into the Applicant’s service territories than originally anticipated.  This, and the corresponding lower gas flows, resulted in CNG’s fixed costs to its suppliers and upstream pipeline service providers likewise being a higher cost per therm than anticipated.  Maintaining relative rate stability is criti-cal in order for CNG to retain and continue attracting new cus-tomers.  Thus, in order to eliminate the effects of these circum-stances on CNG’s customers, CNG proposes to amortize the Bailey Division Account No. 191 balance over a 19-month period, and to amortize the Cripple Creek Division Account No. 191 over a 12-month period.

7. The effect of the revisions is a decrease of $2,684 to Applicant's customers.

8. The proposed tariffs attached, as Appendix A, will decrease annual revenues by $2,684, which is a decrease of 36 percent.

9. 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 Code of Colorado Regulations (“CCR”) 723-8-2.2. On October 26, 1998, Applicant filed an application in Docket No. 98V-485G seeking a waiver from the effective date of November 1 to December 1, 1998.  On December 8, 1998, Applicant moved for a longer extension and proposed that its GCA be effec-tive January 1, 1999.  By Decision No. C98-1254, the Commission approved the request for waiver in Docket No. 98V-485G, as amended, so that Applicant is permitted to file its 1998 Gas Cost Adjustment application with a proposed effective date of January 1, 1999. The instant filing is intended to comply with this requirement.

10. Applicant's last authorized rate of return on rate base was 12.00 percent and its last authorized rate of return on equity was 15.00 percent.  If this decrease is approved, Appli-cant’s rate of return on rate base will be negative 11.26 percent and its rate of return on equity will be negative 44.93 percent.  Without the decrease, Applicant’s rate of return on rate base would be negative 11.25 percent and its rate of return on equity would be negative 44.88 percent.

11. The filing of this application was brought to the attention of Applicant's affected customers by publication in The Denver Post, a newspaper of circulation in the area affected.

12. This application for authority to decrease 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. Good cause exists for the Commission to allow the proposed decreases on less than statutory notice.

II. ORDER

A. The Commission Orders That:

1. The motion to amend application filed by Colorado National Gas, Inc., is granted.  Response time is waived.

2. Colorado Natural Gas, Inc., 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.

3. This Order is effective on its Mailed Date.

B. ADOPTED IN COMMISSIONERS’ WEEKLY MEETING
 
December 30, 1998.

THE PUBLIC UTILITIES COMMISSION
OF THE STATE OF COLORADO



ROBERT J. HIX
________________________________



VINCENT MAJKOWSKI
________________________________
Commissioners

COMMISSIONER R. BRENT ALDERFER ABSENT.
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____________________

Bruce N. Smith

Director



6

_950447028.unknown

