Decision No. C01-510

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF COLORADO

DOCKET NO. 01I-046G

IN THE MATTER OF THE INVESTIGATION INTO gas pricing by REGULATED natural gas utilities.

ORDER providing for reply comments and setting procedural schedule

Mailed Date:  May 9, 2001

Adopted Date:  May 9, 2001

I.
BY THE COMMISSION: 

Statement

1. The Colorado Public Utilities Commission opened this docket for the purpose of conducting an investigation into potential regulatory changes to reduce the recent volatility in natural gas prices.  In deciding to open this docket, the Commission expressed concerned about the impacts on Colorado natural gas customers of the recent significant increases in the price of natural gas.  In Decision No. C01-112, the Commission noted that many utilities are currently purchasing gas based on spot market prices and requested comments from interested parties with respect to several broad questions.

2. The first issue concerned whether the reduction of gas price volatility is an appropriate regulatory goal.  In addition, the Commission requested comments on three potential methods to reduce gas price volatility:

a. Require regulated utilities to make greater use of longer term fixed price contracts and hedging techniques as part of their regulated gas supply portfolio.

b. Require regulated utilities to offer an optional service under their tariffs that would be less volatile than the standard utility gas portfolio offering.

c. Implementing gas unbundling in which customers could choose their supplier. The Commission noted that SB99-153 allows natural gas utilities to file voluntary plans for unbundling the sale of natural gas to residential customers, subject to the approval of the Commission.  At this point, no utility has submitted a natural gas unbundling plan.
 

3. The Commission received comments from the following parties:  Public Service Company of Colorado (“Public Service”); Greeley Gas; Kinder Morgan; Peoples Natural Gas Company; Citizens Utilities Company; Colorado Springs Utilities; Totem Gas Storage Company, LLC; Western Gas Resources; and the Office of Consumer Counsel (“OCC”).  The Commission has placed these comments on its web site.  The Commission will allow an opportunity for parties to file reply comments in this docket.

4. A number of parties raised specific ideas and suggestions in their initial comments.  We appreciate these suggestions, and encourage all parties to use this oppportunity for reply comments to discuss and expand on these suggestions.  We have developed several questions that are intended to advance discussion of the issues in this docket.  The questions listed below are not intended to be all-inclusive, therefore we encourage parties to respond not only to our listed questions, but also to provide any other comments they find appropriate.

a. Several parties raised suggestions regarding the amount of the utility’s portfolio to be fixed under the traditional Gas Cost Adjustment (“GCA”) approach.  These comments ranged from each utility determining the appropriate level based on utility and market circumstances, to a percentage specified by the Commission, to fixing a portion based on amount of firm delivery supply, to fixing 100 percent of normal November through February purchases.  The Commission is interested in further comment on these ideas.

b. Several parties suggested that pre-approval of the portfolio is necessary if a specific amount is required to be fixed by the Commission.  We request comment on the pros and cons associated with Commission pre-approval of the portfolio and/or Gas Purchase Plan (e.g., how would pre-approval effect management discretion, could pre-approval proceedings be timely concluded in light of when purchases must be made, etc.).

c. The OCC presented information about other utilities that establish a fixed price basis for prudence comparison.  This fixed price target spans three years and is established through a working group.  We are interested in comments about the structure of this practice, and the pros and cons of using this approach in Colorado.

d. Peoples Natural Gas mentioned that it has a fixed price option in Lincoln, Nebraska.  We request further information on this option and any other regulated fixed price options that currently exist.

e. Public Service discussed the possibility of implementing a fixed-price option, along with changing current annually averaged gas cost structure to reflect monthly index prices.  We request comment in three areas regarding this suggestion: 
(1) Fixed Price Option – What customer education is required, and how long will it take?  What company operational system changes are required?  What are the costs to implement the fixed price option?  How would implementation of the fixed price option anticipate unbundling?  How long will full implementation of the fixed price option take?  How does the utility address under/over recovery of costs within the fixed price pool?  Should the Commission establish rules of general applicability for the fixed price option to address disparate treatment of customers of different utilities?
(2) Monthly GCA - What other states have monthly GCAs?   How, and under what statutory authority can a utility and the Commission implement a bid-week price before the actual month of service?  If so, how much will this help reduce deferred costs?  Should under/over-recovery be addressed on a monthly basis?

(3) Default Service – What option should be established for customers who do not make a selection?  Should a default be established to provide a compromise, such as an annual GCA with a moderate amount of gas purchased on a fixed basis?

f. Several parties mentioned that changes to existing rules are necessary. We request comment on specific rule changes that may be appropriate, and suggested rule language if possible.

5. The Commission is interested in receiving comments concerning whether all utilities should make available similar natural gas service offerings and make available gas supply portfolios with similar proportions of fixed price and index price components.

6. The Commission will set the following procedure for this docket:

·The Commission requests that written reply comments be filed by interested persons on or before close of business Friday, June 18, 2001.  The Commission also requests that comments be provided in electronic format, either on a 3-1/2” disk or emailed to puc@dora.state.co.us. These comments will be posted on the Commission’s website.

·The Commission will conduct a Commissioners' Information Meeting on June 28 at 9:00 a. m. in Hearing Room A

II.
ORDER

A. The Commission Orders That:

7. Interested persons may file written and electronic reply comments in this matter consistent with the above discussion.  These initial submissions should address the issues  discussed above.  Subsequently, the Commission shall set further procedures for this docket.

8. The Commission will conduct an Information Meeting on June 28, 2001, commencing at 9:00 a.m. in a Commision Hearing Room.

9. This Order is effective on its Mailed Date.

B. ADOPTED IN COMMISSIONERS’ WEEKLY MEETING 
 
May 9, 2001.

THE PUBLIC UTILITIES COMMISSION
OF THE STATE OF COLORADO



RAYMOND L. GIFFORD
________________________________



ROBERT J. HIX
________________________________



POLLY PAGE
________________________________

Commissioners
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Bruce N. Smith
Director
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� The Commission is not interested in receiving comments concerning all aspects of gas unbundling, but intends that comments focus on the link between unbundling and price stability.
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