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I. BY THE COMMISSION

A. Statements

1. On April 30, 2015, SourceGas Distribution, LLC (SourceGas or Applicant) filed a verified application for approval of a three year extension of its hedging program, through July 31, 2018.  Hedging costs are currently authorized through July 31, 2015.  The purpose of the hedging program is to assist with stabilizing gas prices across the winter heating season. 

2. Following discussions with Staff of the Commission and the Office of Consumer Counsel, the Applicant filed a restrictive amendment to its verified application on May 27, 2015 revising the effective period of the proposed hedging program from three years to two years ending June 30, 2017.

B. Findings of Fact

3. The hedging program was initially approved by Decision No. C01-1011 in Proceeding No. 01L-408G effective on December 1, 2001. The hedging program has been extended seven times and has been in place with little modification since its inception.
4. The hedging program authorized by the current tariff uses transactions known as “costless collars” where a price collar is established by simultaneously purchasing a financial call option(s) above prevailing market prices and selling a financial put option(s) below prevailing market prices from the same counter-party. The direction of any financial settlement payments depends on actual market prices of gas for that month. A one-time financial settlement payment may be received by the company from its trading counter-party(ies) if the market price exceeds an agreed upon ceiling price. Conversely, a one-time financial settlement payment may be made by the company to its trading counter-party(ies) if the market price falls below an agreed upon floor price. The receipt or disbursement of such financial payments is credited or debited to Account 191 and reflected in the company’s Gas Cost Adjustment (GCA) filings. Such activity is undertaken for hedging purposes only. All financial transactions are tied directly to physical gas purchasing activities. The company maintains risk management trading procedures and policies to govern and oversee risk management practices and trading personnel.
5. SourceGas filed an application in Proceeding No. 15A-0184G on March 26, 2015, seeking Commission authorization to administer a customer Choice Gas Program in its Western Slope and North Eastern Colorado service areas, which comprise more than two-thirds of SourceGas’s Colorado customers. The Choice Gas Program will allow customers to choose among various supply options offered by non-utility suppliers as well as the regulated GCA option offered by SourceGas. Among the non-regulated supply options, price variability and risk forms a significant basis for the differentiation between offerings. Further, managing the price variability and risk within those offerings generally is managed through various hedging instruments. Applicant’s customers located in service areas where the Choice Gas Program is implemented, therefore, will be able to decide for themselves what kind of gas price management is most appropriate for them. For Applicant’s customers who choose either to remain on the regulated GCA option or are not in a service area where the Choice Gas Program is implemented, SourceGas will continue to manage gas prices the same way as it does now.

6. Commission approval of the Choice Gas Program could reduce the volume hedged by SourceGas, depending on the number of customers that remain on the GCA rate option.  If approved, SourceGas would continue to hedge the same percent volume, but will reduce the total volume hedged based on the number of customers that remain in the GCA rate option.
7. SourceGas is a public utility under the provisions of the laws of the State of Colorado, with its principal place of business at Golden, Colorado. SourceGas provides both natural gas retail sales service and distribution transportation service to approximately 92,000 residential, commercial, industrial, and agricultural customers in two Base Rate Areas in Colorado. SourceGas and its affiliates serve a total of approximately 420,000 customers in Colorado, Arkansas, Nebraska, and Wyoming. SourceGas procures natural gas to serve its retail markets via third-party suppliers. The natural gas supply for local distribution service in Colorado comes primarily from supply basins located in the Rocky and Mid-Continent gas supply areas.
8. The Commission finds good cause to allow extension of the hedging program.

II. ORDER

A. The Commission Orders That: 

1. The amended verified application filed by SourceGas Distribution LLC (SourceGas) is deemed complete.

2. The application filed by SourceGas for authority to extend the hedging program by two years to June 30, 2017 is granted.
3. The 20-day period provided for in § 40-6-114, C.R.S., within which to file applications for rehearing, reargument, or reconsideration begins on the first day following the effective date of this Decision.

4. This Decision is effective on its Mailed Date.

B. ADOPTED IN COMMISSIONERS’ WEEKLY MEETING
June 11, 2015.
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