Decision No. C00-718

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF COLORADO

DOCKET NO. 00L-324G

in the matter of the application of PUBLIC SERVICE COMPANY OF COLORADO 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:  June 30, 2000

Adopted Date:  June 22, 2000

I. BY THE COMMISSION:

A. Statements

1. On June 13, 2000, Public Service Company of Colorado (“Public Service” or “Applicant”) 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 July 1, 2000, tariffs resulting in an increase to its existing natural gas rates now on file with the Commission.

2. In accordance with Gas Cost Adjustment (“GCA”) Rule 4 Code of Colorado Regulations (“CCR”) 723‑8‑7.2, Public Service moves the Commission to issue a protective order for extraordinary protection governing the confidential version of this GCA Application.  Applicant is requesting that this protective order apply to GCA Exhibit No. 2, which has been submitted to the Commission under separate sealed envelope as part of this application. 

3. The proposed tariffs are attached to the application, and affect Applicant's customers in its Colorado certificated areas on file with the Commission.

B. Findings of Fact

1. Applicant is an operating public utility subject to the jurisdiction of this Commission and is engaged inter alia in the purchase, transmission, distribution, transportation, and resale of natural gas in various certificated areas within the State of Colorado.

2. Applicant's natural gas supplies for sale to its residential, commercial, industrial, and resale customers, are purchased from numerous producer/suppliers located inside and outside of the State of Colorado.  The rates and charges incident to these purchases are established through contracts between Applicant and the various producer/suppliers.

3. These gas supplies are either delivered directly into Applicant's natural gas pipeline system or through several interstate pipeline and/or storage facilities with which Applicant is directly connected.  The transportation of these gas supplies is made pursuant to service agreements between Applicant and upstream pipeline service providers based upon Applicant's system requirements for the various pipeline services, such as gathering, storage, and transportation.  These upstream pipeline service providers include:  Colorado Interstate Gas Company (“CIG”); Kinder Morgan Interstate Gas Transmission, LLC (“KMIGT”); Williams Natural Gas Company (“WNG”); Wyoming Interstate Company, Ltd.; and Young Gas Storage Company, Ltd. ("Young").

4. CIG, KMIGT, WNG, and Young 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 (“FERC”).  The Commission has no jurisdiction over the pipeline delivery rates of CIG, KMIGT, WNG, and Young, but it 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.

5. The Commission’s GCA Rules require that Applicant revise its GCA rates to be effective on October 1 of each year.  See 4 CCR 723-8-2.1.  Rule 4 CCR 723-8-4.2 provides in pertinent part that if the projected gas costs, such as the cost of gas commodity or Upstream Services, changes from those used to calculate the currently effective Current Gas Cost, or if the utility’s Deferred Gas Cost balance increases or decreases sufficiently, the utility may file an application to revise its currently effective GCA to reflect such changes, provided that the resulting change to the GCA equates to at least one cent ($0.01) per Mcf or Dth.  The recent increases in gas price and gas price forecasts necessitate the instant interim GCA filing.

6. Pursuant to Decision No. C99‑1042, mailed September 24, 1999, in Docket No. 99L-439G (Amended), the Commission authorized Applicant to place its currently effective GCA into effect on October 1, 1999.  Ordering Paragraph 2 of said Decision No. C99-1042 states:

The Commission hereby orders Public Service Company of Colorado to file an interim Gas Cost Adjustment application if conditions vary materially from those projected in the instant application.

As stated above and discussed more fully below, the conditions upon which Public Service’s most recent GCA was based have changed materially.

7. Applicant’s currently effective GCA, which went into effect on October 1, 1999 as authorized by the Commission in Decision No. C99-1042, was based on a composite forecasted producer/supplier rate of $2.3652 per Dekatherm (“Dth”).  The instant GCA includes a revised composite forecasted producer/supplier rate of $3.1957 per Dth for the period July 1, 2000 through June 30, 2001.  This rate is based on forecasts of various market indices under which Applicant purchases natural gas, as reported in the May 2000 Standard and Poor’s DRI Monthly Natural Gas Price Outlook.  In preparation of this Application, Applicant requested and received a special amended price forecast from DRI Outlook.  This was necessary in order to capture the effect of the dramatic price increases observed in the market after the regular May 2000 DRI Outlook was published in mid-May. The amended DRI Outlook indicates that Rocky Mountain gas prices may sustain levels above $3.39 per Dth through the end of 2000, before moderating slightly in early 2001.

8. Applicant believes that the prices forecasted in the August 1999 DRI Outlook are significantly outdated and should be replaced with the amended DRI Outlook forecast to more accurately reflect future gas prices.

9. Until recently, the August 1999 DRI Outlook has provided a reasonable forecast of gas prices for the current GCA period.  The actual Colorado Interstate Gas Company Rocky Mountain North index prices for October and November 1999 were higher than forecast gas prices reported in the August 1999 DRI Outlook by $0.02 and $0.33 per Dth, respectively.  These variances reversed themselves during December 1999, January 2000, and February 2000, when the actual index prices reported were $0.65, $0.62 and $.12 per Dth respectively lower than those reported in the August 1999 DRI Outlook.  Deviations of these magnitudes, while not normally expected, could be explained by the expectation of normal winter weather in the Fall of 1999, followed by the extremely warm winter weather experienced in Applicant’s service territory, and in the nation in general.

10. Because these variances were generally offsetting, Public Service was able to manage its gas costs without the need for an interim GCA.  This is no longer the case.  Since March 2000, the forecasted prices reported in the August 1999 DRI Outlook have been consistently below the actual index price.  Unfortunately, these deviations have grown each month to the point where the difference between the August 1999 forecast of the June 2000 price and the actual June 2000 index price is now $1.48 per Dth.

11. Since July 1, 1999 to date, Applicant has not received any refunds from CIG pertaining to the overcharges under the Natural Gas Policy Act stemming from the collection of Kansas ad valorem taxes. Public Service Company of Colorado v. FERC, 91 F.3d 1478 (D.C. 1996), certiorari denied, 117 S. Ct. 1723 (May 12, 1997).

12. The net effect of the revision in the GCA on an annual basis would be to increase revenues by $117,065,418 above that yielded by the currently effective GCA, based on the test period purchases and sales volumes for the 12 months ended June 30, 1999, and deferred gas cost for the 12 months ended August 31, 1999.

13. The proposed tariffs attached as Appendix A will increase annual revenues by $117,065,418, which is an increase of 16.39 percent.

14. Applicant anticipates that the adjustment in the GCAs requested herein will bring future gas cost recovery amounts more closely in line with the predicted future price of gas.

15. Applicant's last authorized rate of return on rate base was 9.43 percent, and its last authorized rate of return on equity was 11.25 percent.  If this increase is approved, Applicant's rate of return on rate base will be 8.29 percent and rate of return on equity will be 9.11 percent.  Without the increase, Applicant's rate of return on rate base would be (0.87) percent and its rate of return on equity would be (8.57) percent.

16. 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 areas affected.

17. In paragraph d of Section 6, Part C, of the Commission's Decision No. C95‑796 (page 13), the Commission imposed the following requirements after asserting its concern that transportation discounts could possibly have an adverse impact on the cost of gas collected through the GCA:

Therefore, the Company will be ordered to report in each of its GCA applications the calculation of the revenue effect of transportation discounts on sales in the GCA.  This report shall include any discounts which are provided to any affiliated company.  (Footnote omitted.)

18. Consequently, Applicant was required to report in its GCA Application the following:  (i) the revenue effect of any transportation discounts on sales in the GCA; and (ii) any transportation discounts provided to any affiliated company.

19. Applicant states that the GCA is currently not impacted by transportation commodity discounts, as all discounted transportation commodity rates are in excess of the current gas cost portion of the transportation charge (balancing costs).  Accordingly, Applicant represents that all transportation customers will be paying their allocated gas costs.  Accordingly, the GCA applicable to sales customers will not be affected by transportation discounts. 

20. Exhibit 2 of the instant application contains highly market-sensitive and proprietary information which, if disclosed to the public, would likely adversely impact the cost of gas to Colorado gas consumers.  Rule 4 CCR 723-8-7 of the GCA Rules specifically provides that “[a] Commission protective order in the same form as contained in 4 CCR 723-10 shall govern access to all information ... in the utility’s GCA.”  Public Service requests that the Commission enter a protective order for extraordinary protection in this docket.  Good cause having been stated, the motion will be granted.

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

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

23. Good cause exists to allow the proposed increases on less-than-statutory notice.

II. ORDER

A.
The Commission Orders That:

24. The application filed by Public Service Company of Colorado for authority to change tariffs on less-than-statutory notice is granted.

25. Public Service Company of Colorado is authorized to file on not less than one day notice, on or before July 1, 2000, 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.

26. The Commission hereby grants Public Service Company of Colorado’s request for a protective order covering confidential material in Gas Cost Adjustment Exhibit No. 2.

27. This Order is effective on its Mailed Date.

C. ADOPTED IN COMMISSIONERS’ WEEKLY MEETING
 
June 28, 2000.

THE PUBLIC UTILITIES COMMISSION
OF THE STATE OF COLORADO



RAYMOND L. GIFFORD
________________________________



POLLY PAGE
________________________________

Commissioners

COMMISSIONER ROBERT J. HIX ABSENT.
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Bruce N. Smith
Director

g:\yellow\



10

