`Decision No. C01-96

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF COLORADO

DOCKET NO. 01L-034G (AMENDED)

in the matter of the application of EASTERN COLORADO UTILITY 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:  January 31, 2001

Adopted Date:  January 31, 2001

I. BY THE COMMISSION:

A. Statement

1. On January 23, 2001, Eastern Colorado Utility Company (“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 February 1, 2001, tariffs resulting in an increase to its existing natural gas rates now on file with the Commission.

2. Applicant requests a wavier of Gas Cost Adjustment (“GCA”) Rules in order to effectuate this filing on less than two weeks notice.  Rule 4 Code of Colorado Regulations (“CCR”) 723-8-4.2 of the Commission’s GCA Rules requires that GCA applications be filed with the Commission not less than two weeks in advance of the proposed effective date of the GCA rates proposed therein.  Good cause has been shown and the Commission will grant this waiver.

3. On January 30, 2001, Applicant amended the application to reflect the calculation of interest for a certain refund Applicant requested to be included in the Account No. 191 balance.  The calculation of interest will not change the amount of increase requested because this amount of interest will be used to reduce the Account No. 191 balance on a prospective basis.

4. The proposed tariffs are attached to the application, and affect Applicant's customers in, and in the vicinity of, Watkins, Strasburg, Byers, Deer Trail, Kit Carson, Sheridan Lake, West Eads, and Bennett, Colorado.
5. This application for authority to increase rates is made under § 40-3-104(2), C.R.S., and Rule 41(e)(1), Commission's Rules of Practice and Procedure, 4 CCR 723-1.
B. Findings of Fact and Conclusions

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 various certificated areas within the State of Colorado.

2. Applicant’s natural gas requirement is purchased from Colorado Interstate Gas Company (“CIG”), Merchant Division, under a firm, all requirements gas sales agreement.  Those supplies are transported for delivery to Applicant’s system via CIG.  Pipeline delivery services provided by CIG are regulated by the Federal Energy Regulatory Commission (“FERC”).

3. This 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 1978, 15 U.S.C. §§ 3301-3432 (Public Law 95-621), and applicable federal regulations or determinations made under applicable federal regulations.

4. The Commission’s GCA Rules require that Applicant revise its GCA rates to be effective on November 1 of each year.  See 4 CCR 723-8-2.2.  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 prices and gas price forecasts necessitate the instant interim GCA filing.

5. 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 February 1, 2001, applied to normalized purchase and sales volumes during the test period, and to adjust for previous over- or under- collections of purchase gas costs as of December 31, 2000. 

6. Rule 4 CCR 723-8-4.7.3 provides that Deferred Gas Cost shall reflect actual deferred costs for the most recent period ending June 30, or as otherwise approved by the Commission.  As of June 30, 2000, Applicant’s Account No. 191 balance reflected an under-collection in the amount of $2,364.64.  Applicant’s Account No. 191 balance has grown to an under-collection amount of $83,457.41 as of December 31, 2000.  Applicant estimates that without a corresponding increase to its GCA rate, this under-collection position will increase significantly in the upcoming months.  The deterioration of Applicant’s Account No. 191 balance justifies variation from the June 30 ending period for amortization of the deferred gas cost account.

7. Applicant requests that it be authorized to credit the Kansas ad valorem tax refund amount (as adjusted) received from CIG to its Account No. 191 balance as of January 31, 2001, in the amount of $21,019.14.

8. On or about December 20, 2000, Applicant received a check in the amount of $28,025.52 from CIG.  This amount represents Applicant’s share of refund monies (both principal and interest) owed CIG (and ultimately, CIG’s customers) by a group of producers for overcharges associated with the payment of a Kansas ad valorem tax during a five year period from 1983 to 1988.  The refund of these monies is the result of a settlement reached among the parties in a variety of proceedings before the FERC and the courts.  The settlement was approved by the FERC on November 21, 2000, in Colorado Interstate Gas Company, 93 FERC ¶61,185 (2000), issued in FERC Docket No. RP94-54.

9. Applicant requests that it be authorized to credit the Kansas ad valorem tax refund amount (as adjusted) received from CIG to Applicant’s Account No. 191 balance as of January 31, 2001.  Applicant recognizes that crediting the refund monies to the January, 2001, Account No. 191 balance will not result in an immediate pass through of the refund monies to customers in terms of reducing the GCA rates that Applicant is proposing.  However, during the month of January, 2001, Applicant incurred significant natural gas costs that will cause the under-collection reflected in Applicant’s Account No. 191 to grow, notwithstanding Commission approval of the instant GCA rate increase.  As such, Applicant’s proposed method of handling the Kansas ad valorem tax refund amount would help mitigate the need for a future GCA rate increase.

10. Applicant recognizes that historically, refunds of this nature are returned to customers pursuant to the terms of a Commission-approved refund plan and not by flowing the refund dollars through Account No. 191, thereby reducing the GCA rate that would otherwise be charged current customers under the utility’s GCA mechanism.  However, Applicant believes that good cause exists for deviation from this historical norm.

11. First, the refund monies received from CIG in December, 2000, were collected from Applicant (and its customers) between 1983 and 1988.  In order for Applicant to return these monies to those of its customers that paid the over-charged amounts, Applicant would have to research and identify the customers that were on its system 13 to 18 years ago.  Applicant would then have to locate the customers that are no longer on its system and send them a refund check.  However, Applicant does not have customer information data going back 13 to 18 years readily available, if at all.  Thus, Applicant represents that the task of attempting to identify and locate the customers entitled to these refund monies would be a very expensive and time-consuming process, if it can be done at all.  The cost of the process would also significantly reduce the amount of the refund monies that would be available to be returned to the customers.  The process would also delay the actual refund of monies for many months.

12. Second, natural gas customers are currently experiencing historic natural gas prices.  Return of the Kansas ad valorem tax refund monies to this current group of customers comes at a very opportune time and will help mitigate the impact of natural gas prices that are at an all time high.  Applicant represents that this mitigation measure is certainly in the public interest.

13. Under the Commission’s rules regarding refund plans, 4 CCR 723-4-32.7, and Colorado statute, § 40-8-101(2), C.R.S., up to 90 percent of any unclaimed refunds to customers may be directed to the Colorado Energy Assistance Foundation (“CEAF”).  However, Applicant’s proposal to apply the Kansas ad valorem tax refund monies towards the Account No. 191 balance as of January 31, 2001 would result in there being no “unclaimed refunds” to customers.  As such, Applicant requests that it be authorized to make a payment to CEAF of $7,049.12, or 25 percent of the Kansas ad valorem tax refund monies received from CIG.  Applicant believes that given the protracted number of years over which these refund monies were collected and the number of years that have since passed, 25 percent is a reasonable proxy for the level of unclaimed refunds that Applicant would otherwise have requested be paid to CEAF under a traditional refund plan.

14. This acceptance for filing of the refund plan and contribution to CEAF within the GCA application shall not be construed as constituting approval of the underlying filing or of any rate, charge, classification, or any rule, regulation, or practice affecting such rate or service; nor shall such acceptance be deemed as recognition of any claimed contractual right or obligation associated therewith; and such acceptance is without prejudice to any findings or orders which have been or may thereafter be made by the Commission in any proceeding now pending or hereafter instituted by or against Applicant.

15. The effect of the GCA revisions is an increase of $929,940 to Applicant's customers.

16. The proposed tariffs, attached as Appendix A, will increase annual revenues by $929,940, which is an increase of 42.59 percent.

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

18. Applicant's last authorized rate of return on rate base was 11.75 percent and its last authorized rate of return on equity was 12.91 percent.  If this increase is approved, Applicant’s rate of return on rate base will be 10.07 percent and its rate of return on equity will be 11.67 percent.  Without the increase, Applicant’s rate of return on rate base would be (80.92) percent and its rate of return on equity would be (97.49) percent.

19. The filing of this application was brought to the attention of Applicant's affected customers by publication in the Tri-County Tribune, Kiowa County Press, The Range Ledger, and Eastern Colorado News, weekly newspapers of circulation in the area affected.  Applicant acknowledges its obligation under Rule 41 of the Commission’s Rules of Practice and Procedure, 4 CCR 723-1, to publish notice of the subject filing within three days after the filing of the instant application.  Depending on the day of the week that each newspaper is published, notice will appear in these newspapers on either January 24 or 25, 2001, but in no event later than January 29, 2001.  The Commission will grant a waiver of Rule 41 of the Commission’s Rules of Practice and Procedure, 4 CCR 723-1, to publish notice within three days because of the practical limitations.

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

21. Good cause exists for the Commission to allow the proposed increase on less-than-statutory notice.

II. ORDER

C. The Commission Orders That:

1. The application filed by Eastern Colorado Utility Company, as amended, for authority to change tariffs on less-than-statutory notice is granted.

2. Eastern Colorado Utility Company is granted a limited one-time waiver of Rule 4 Code of Colorado Regulations 723-8-4.2 of the Commission’s Gas Cost Adjustment Rules to file this application with the Commission not less than two weeks in advance of the proposed effective date of the GCA rates proposed.

3. Eastern Colorado Utility Company is granted a limited one-time waiver of Rule 41 of the Commission’s Rules of Practice and Procedure, 4 Code of Colorado Regulations 723-1, to publish notice of the subject filing within three days after the filing of the instant application.

4. Eastern Colorado Utility Company’s request to deviate from the Commission’s rules on refunds, described above, is granted.  The Commission’s acceptance of the proposed refund plan within the instant Gas Cost Adjustment application of refund monies received to date from various Federal Energy Regulatory Commission dockets does not constitute approval of, or precedent regarding, any principle or issue in any gas cost adjustment, refund, or rate case dockets.
5. Eastern Colorado Utility Company is authorized to file on January 31, 2001, 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 of February 1, 2001.
6. This Order is effective on its Mailed Date.

D. ADOPTED IN COMMISSIONERS’ WEEKLY MEETING
 
January 31, 2001.

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
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