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I. BY THE COMMISSION

A. Statement

1. This matter comes before the Commission for consideration of an application filed by Black Hills/Colorado Gas Utility Company, LP (Black Hills or Company) on November 2, 2015, requesting approval of Black Hills’s participation in its proposed cost of service gas program (COSG Program).  

2. We deem the application complete and set this matter for hearing, en banc.  We set a Prehearing Conference for January 22, 2016 at 9:00 a.m.  Because the proposed COSG Program is complex and addresses gas costs which are large in magnitude, we also require Black Hills to file supplemental direct testimony to address the questions attached to this Decision as Attachment A.

B. Discussion

3. Black Hills proposes its COSG Program to provide customers a long-term hedge against natural gas price volatility.  Black Hills proposes to enter an agreement (COSG Agreement) with its supply affiliate Black Hills Utility Holdings (BHUH). 
Under the COSG Agreement, the Company would commit to BHUH to acquire up to 50 percent of its forecast annual firm demand each year, for the term of the COSG Agreement based on the life of the reserves acquired.  BHUH would, through a wholly owned subsidiary that would be established (“COSGCO”), bring to the Commission for approval, gas reserves that would be purchased if approved.  BHUH would then provide gas supply based on the costs to acquire the reserves and produce the gas.

4. Specifically, Black Hills requests Commission authorization: (1) to participate in the COSG Program by entering into the COSG Agreement with its affiliate, BHUH; 
(2) to revise its Gas Cost Adjustment (GCA) clause under the Company’s PUC Tariff No. 3, to recover the costs incurred by Black Hills under the approved COSG Program; 
(3) approving the requested 50 percent hedge-participation level in the COSG Program based on the Company’s forecast annual firm gas demand or, in the alternative, a revised percentage that the Commission may determine; and (4) to the extent necessary or appropriate, granting such waivers, conditions, approvals or such other and further relief as the Commission deems appropriate.

5. The Commission gave notice of this application to all interested parties pursuant to § 40-6-108(2), C.R.S.  The Notice was mailed on November 3, 2015.

6. On November 9, 2015, the Colorado Office of Consumer Counsel filed a notice of intervention. On November 19, 2015, Commission Staff filed a notice of intervention.  On December 3, 2015, petitions to intervene were filed by Western Resource Advocates, Pueblo County, Interwest Energy Alliance, and Energy Outreach Colorado.
  The granting of interventions will be addressed in a subsequent decision. 

7. We have reviewed the record in this matter and deem the application complete in accordance with § 40-6-109.5, C.R.S.

8. Intervenors raise numerous concerns with the proposed program and request that the matter be set for hearing.  Therefore, we set the matter for hearing en banc. A Prehearing Conference will be held on January 22, 2016 at 9:00 a.m. to determine a procedural schedule and other preliminary matters.  On or before January 20, 2016, Black Hills shall confer with parties and file a proposed procedural schedule.  At a minimum the Company shall propose a schedule based on consolidating Proceeding Nos. 15A-0867G and 15A-0868E, which both address the COSG Program.

9. Because the proposed COSG Program is complex and addresses gas costs which are large in magnitude, we find that the case will likely be more efficient if we implement “active case management,” where the Commission directs the Applicant to provide certain additional information early in the case. We require Black Hills to file supplemental direct testimony to address the questions attached to this Decision as Attachment A.  The due date for this supplemental direct testimony shall be established at the prehearing conference.

II. order

A. It Is Ordered That:

1. The application of Black Hills/Colorado Gas Utility Company, LP (Black Hills) for approval of participation in the proposed Cost of Service Gas Program and for allowance of cost recovery, filed on November 2, 2015, is set for hearing en banc.

2. The application is deemed complete. 

3. A Prehearing Conference is set for:

DATE:
January 22, 2016
TIME:
9:00 a.m.
PLACE:
Commission Hearing Room
1560 Broadway, Suite 250
Denver, Colorado

4. Black Hills shall file on or before January 20, 2016, a proposed procedural schedule, consistent with the above discussion.

5. Black Hills shall file Supplemental Direct Testimony addressing the questions attached to this Decision as Attachment A, consistent with the above discussion.

6. This Decision is effective on its Mailed Date.  

B. ADOPTED IN COMMISSIONERS’ WEEKLY MEETING
December 9, 2015.
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� On December 11, 2015, after the Commissioners’ Weekly Meeting addressing issues in this Decision, the Board of Water Works of Pueblo, Colorado and Fountain Valley Authority jointly filed an unopposed motion to intervene out of time.
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