Decision No. C02-469

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF COLORADO

DOCKET NO. 02A-077G (AMENDED)

IN THE APPLICATION OF peoples natural gas company, a division of utilicorp united inc., for approval of its fixed price option tariffs and petition of waiver of certain gas cost adjustment rules.

commission order gRANTING
supplemented application

Mailed Date:  April 26, 2002

Adopted Date:  April 17, 2002

I.
By the commission

A. Statements

1. On February 13, 2002, Peoples Natural Gas Company, a division of UtiliCorp United Inc.
 (“Peoples”, “UtiliCorp”, or "Applicant"), filed a verified application for approval of Fixed Price Option (“FPO”) Tariffs for its Colorado residential gas sales customers and petitioned the Commission for a waiver of certain requirements of the Commission’s Gas Cost Adjustment (“GCA”) Rules, 4 Code of Colorado Regulations (“CCR”) 723-8.

2. On March 19, 2002, the Colorado Office of Consumer Counsel (“OCC”) filed a petition to intervene and request for hearing.

3. On April 10, 2002, Peoples filed a supplement to its verified application to clarify the rate schedule that was attached to the original application.

4. On April 16, 2002, the OCC filed a motion to withdraw its intervention.

5. On April 17, 2002, Peoples filed a second supplement to its verified application to include tariff language explaining the mechanics of the FPO program.

6. The matter is uncontested and unopposed.  In accordance with § 40-6-109(5), C.R.S., and Rule 24 of the Commission's Rules of Practice and Procedure, 4 CCR 723-1, the Commission may decide this matter pursuant to its modified procedures without a formal hearing.

B. Findings of Fact

7. Applicant currently conducts operations as a Colorado public utility which provides natural gas distribution service with its principal office at 1815 Capitol Avenue, Omaha, Nebraska 68102.

8. Applicant is a corporation, duly organized under the laws of Delaware, authorized to do business in the State of Colorado and is a local distribution company, engaged, inter alia, in the purchase, distribution, transportation, and sale of natural gas in various certificated areas in the State of Colorado.

9. Applicant obtains its natural gas supply at wholesale for its entire Colorado Service Area from third party suppliers.  All gas supply is transported by Colorado Interstate Gas Company.

10. Applicant currently provides natural gas service to approximately 48,000 residential, commercial, and industrial customers in the Colorado service territory.

11. In Docket No. 01I-046G, Investigation of Gas Pricing by Regulated Natural Gas Utilities, the Commission solicited comments relating to an optional service under regulated utility tariffs that would be less volatile when compared to standard utility gas portfolio offering.  By this application, Peoples proposes a FPO program wherein residential customers will be given a choice to lock in a pre-determined price per unit of natural gas for a consecutive 12-month period.

12. Although the OCC is generally supportive of Peoples’ FPO tariff proposal, the OCC filed an intervention on March 19, 2002 and requested a hearing in order to address details regarding the scope and operation of this proposal.  Specifically, the OCC recommended that the program have an education component so that customers will be well informed regarding the FPO.  Furthermore, in order to participate in the FPO, customers would be required to “opt-in” every 12 months. 

13. By supplement filed on April 10, 2002, Peoples clarified its originally filed rate schedule tariff.  (Attached herein as Appendix A).  Peoples stated that it has been engaged in extensive settlement discussions with the Staff of the Commission and the OCC and that another set of tariffs, which will describe the FPO Program in detail, will be filed at the conclusion of negotiations with the Staff and the OCC.

14. On April 16, 2002, the OCC filed a motion to withdraw its intervention as parties have agreed to a set of tariffs setting forth the FPO provision.

15. Peoples filed a second supplement containing the description of the FPO provision to its tariffs.  (Attached herein as Appendix B).  The FPO program will be offered on a first-come, first-serve basis as a pilot program for one 12-month period from October 1, 2002 to September 30, 2003 with an automatic extension for another 12-month period.  Peoples shall file a separate Gas Purchase Report reflective of the pilot phase of the FPO program by January 2004.  Peoples shall file an application by March 2004 to offer the program on a permanent basis.

16. Consistent with the filing requirement in the GCA Rules, 4 CCR 723-8-4.2, Peoples will file the FPO rates to be effective on or before the start of the enrollment period.  A customer must subscribe by completing an application during the enrollment period from August 1 through September 15 (i.e., “opt-in”) to select the FPO, otherwise the default option for the customer is the basic sales service.  Once chosen, the customer must remain in the FPO program for the full 12-month period.

17. The FPO applies to the fixed price per unit of natural gas and does not guarantee a fixed natural gas bill.  The fixed price per unit of natural gas reflects the cost of gas at the time of lock-in, and is not cost-based under traditional regulatory principles.  The customer education materials and the subscription form will include the following language:

The Fixed Price Option (FPO) is provided to customers as a means of reducing volatility in natural gas prices.  The price of the FPO is not determined by traditional cost-based methods, and customers will pay an administrative fee, included in the fixed price, to lock-in prices for the program in exchange for protection against all volatility in natural gas prices during the FPO Program Year from October 1 through September 30.

18. Upon request of a customer, Peoples will provide this customer-specific historical usage and per unit rate information for both the FPO and basic sales service to allow the customer to compare the options.  Peoples will compare, on an average basis, the FPO total bill and the non-FPO total bill for the historical term of the pilot program.

19. Gas will be separately contracted for the FPO program.  Excess volume from the FPO program will not be included as part of the GCA.  Each revenue and expense for the FPO program will be included in an appropriate FPO program designated Federal Energy Regulatory Commission Uniform System of Accounts’ sub-account.  An FPO program Account 191 sub-account will be established to account separately for FPO revenues and expenses.

20. The non-FPO program Account 191 component for gas commodity balances will be applicable only to basic sales service (i.e., non-FPO program) customers.  The FPO program and non-FPO program Account 191 component for Upstream Services balances will be used to calculate a uniform pipeline delivery rate for both FPO program and non-FPO program customers.

21. Peoples will file to remove the embedded amortization charge of the previous Account 191 balance from rates to be effective July 1, 2002.  Current Account 191 balances as of June 30 will be cashed out based on historical consumption and reflected on customers’ October bills as a Conversion Credit/Charge.  Any remaining Account 191 balance before the start of the FPO Purchase Year beginning October 1 (i.e., from July to September) will be cashed out based on historical consumption and reflected on customers’ December bills as a Conversion Credit/Charge.  The Conversion Credit/Charge will be applicable to both FPO and basic sales service customers.  FPO customers remaining in the FPO program for a consecutive year will not be subject to this Conversion Credit/Charge.

22. To the extent that the Gas Commodity Cost for the FPO program will no longer be a rate component of the GCA and that the Company’s GCA filing to be effective October 1, 2002, will no longer contain amortization of the Deferred Gas Cost related to Gas Commodity Cost, the Commission will grant Peoples a variance to the GCA Rules, 4 CCR 728-8-4.7.3.  Peoples shall move to retain the variance when it files its application on or before March 2004 to continue the FPO program on a permanent basis and to modify its GCA tariff on file with the Commission.

23. The fixed price will be based on gas prices on the New York Mercantile Exchange over a prospective 12-month period plus basis differentials related to the Rocky Mountain Index plus hedging costs, and an administrative/risk fee.  Subject to the normal prudence review process, the parties have agreed to an administrative fee of $.45 per MMBtu for the first year.

24. Peoples’ tariff, including the rates and regulations of Peoples, are on file with the Commission and will be applicable to the FPO except as otherwise provided in the FPO tariffs.

25. This Application is made pursuant to 4 CCR 723-8-11 of the Commission’s Gas Cost Adjustment Rules and pursuant to Rule 4 CCR 723-1-59 of the Commission’s Rules of Practice and Procedure, 4 CCR 723-1(2001).

26. The Commission issued Notice of the Application on February 19, 2002.  No protest, objections, or petitions to intervene and requests for hearing have been filed.  Therefore, the application may be granted without formal hearing.

27. The granting of the requested pilot FPO Tariffs is in the public interest, and should be granted.

II.
ORDER

A.
The Commission Orders That:

28. The Office of Consumer Counsel’s notice of intervention and request for hearing is dismissed as moot.

29. Consistent with, and in accordance with the language in the “Findings” section of this Order, the application filed by Peoples Natural Gas Company, a Division of UtiliCorp United Inc., as amended by the two supplements, for authority to implement tariffs to offer a Fixed Price Option program, is granted.

30. Peoples Natural Gas Company, a Division of UtiliCorp United Inc., is granted a variance to Rule 4 Code of Colorado Regulations 723-8-4.7.3 of the Commission’s Gas Cost Adjustment Rules for the duration of the pilot phase of the Fixed Price Option program.

31. Peoples Natural Gas Company, a Division of UtiliCorp United Inc., is authorized to file, on not less than one day’s notice, the tariffs attached as Appendices A and B and made a part of this Order.  These tariffs shall be effective on or after May 1, 2002.
32. Peoples Natural Gas Company, a Division of UtiliCorp United Inc., shall file a separate Gas Purchase Report reflective of the pilot phase of the Fixed Price Option program by January 2004.

33. Peoples Natural Gas Company, a Division of UtiliCorp United Inc., shall file an application by March 2004 to offer the program on a permanent basis if it so chooses.  

34. The authority herein granted shall be exercised from and after the date of this Decision.

35. This Order is effective on its Mailed Date.

B.
ADOPTED IN COMMISSIONERS' WEEKLY MEETING 
 

April 17, 2002.

THE PUBLIC UTILITIES COMMISSION
OF THE STATE OF COLORADO



RAYMOND L. GIFFORD
________________________________



POLLY PAGE
________________________________



JIM DYER
________________________________

Commissioners
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ATTEST: A TRUE COPY
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Bruce N. Smith
Director

� On March 20, 2002, pursuant to Decision No. C02-160, January 31, 2002, in Docket No. 01A-582EG, UtiliCorp filed adoption notices to change its corporate name to Aquila, Inc.  Its tariffs, Colorado PUC No. 2, remains under the name of Peoples Natural Gas Company, a Division of UtiliCorp United Inc.
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