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I. BY THE COMMISSION

A. Statements

1. On February 15, 2007, Aquila Inc., doing business as Aquila Networks – PNG (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 March 1, 2008, tariffs resulting in an increase to its existing natural gas rates on file with the Commission.  This interim gas cost adjustment (GCA) application contains all materials required by the Commission’s rules, and is complete.
2. On February 25, 2008, Aquila amended its application to correct an administrative error to its attached tariffs so the change to its proposed rates is properly denoted.
3. The proposed tariffs are attached to the application and affect Applicant's customers in its Colorado service areas.

4. Aquila acknowledges that it has read and agrees to abide by the provisions of Rules 4002(b)(IV) through (VI) and Rules 4002(b)(XI)(A) through (C) of the Commission’s Rules Regulating Gas Utilities and Pipeline Operators, 4 Code of Colorado Regulations (CCR) 723-4.
5. This application for authority to increase rates is made pursuant to § 40-3-104(2), C.R.S., and 4 CCR 723-1-4109(b)(II).

B. Findings of Fact

6. Applicant is an operating public utility subject to the jurisdiction of this Commission and is engaged in, inter alia, the purchase, distribution, transportation, and sale of natural gas for domestic, mechanical, or public uses in its certificated rate areas in the State of Colorado.

7. Applicant obtains its natural gas supply at wholesale for its entire Colorado Service Area from third party spot market suppliers in conjunction with supply made available by Colorado Interstate Gas Company (CIG).  All gas supply is transported by CIG.

8. Transportation rates of CIG are regulated by the Federal Energy Regulatory Commission.  The Commission has no jurisdiction over the transportation rates of interstate pipeline company CIG and wholesale rates of suppliers, but we expect 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.

9. The Commission’s Gas Cost Adjustment Rules at 4 CCR 723-4-4602(a) require that Aquila revise its GCA rates to be effective on October 1 of each year.  However, Rule 4603(c) provides that if the projected gas costs have changed from those used to calculate the currently effective gas cost or if a utility’s deferred gas cost balance increases or increases 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.  By application in Docket No. 07A-513G approved in Decision No. C08-0077, Aquila refunded the balance of the large over-recovered deferred account as of June 30, 2007 which caused its commodity rates to be set too low.  The removal of the negative decrement to Aquila’s rates approved in Decision No. C08-0077, coupled with recent increases in gas prices from its gas price forecasts necessitate the instant interim GCA filing.
10. The commodity price of gas increases from a current price of $5.7438/Mcf as adopted in Docket No. C07-0807 to be effective October 1, 2007 to a forecasted price of $5.8952/Mcf.  The forecasted price is the current New York Mercantile Exchange gas future strip and a basis differential for the period of December 2007 through June 2008 but actual closing price for the period of July 2007 through November 2007.  The forecast also reflects financial hedges for the North Supply region.  The upstream pipeline costs will not change from the current $.9733/Mcf.

11. The effect of the revisions is an increase of $16,380,413 to Applicant's customers in its Colorado service areas.

12. The proposed tariffs, attached as Appendix A, will increase total annual revenues by $16,380,413, which is an increase of approximately 28.76 percent.

13. 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.

14. The filing of this application was or will be brought to the attention of Applicant's affected customers by publication in the Colorado Springs Gazette, a newspaper of general circulation in the areas affected.

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

16. We find that good cause exists to allow the proposed increases on less-than-statutory notice.

II. ORDER

A. The Commission Orders That: 

1. The application filed by Aquila Inc., doing business as Aquila Networks – PNG (Aquila) is deemed complete.
2. The application filed by Aquila for authority to change tariffs on less-than-statutory notice is granted.

3. Aquila is authorized to file, on not less than one day’s 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 of March 1, 2008.

4. This Order is effective on its Mailed Date.

B. ADOPTED IN COMMISSIONERS’ WEEKLY MEETING
February 27, 2007.
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