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IN THE MATTER OF THE APPLICATION OF SOURCEGAS DISTRIBUTION LLC FOR AN ORDER ISSUED NO LATER THAN APRIL 15, 2016 (A) APPROVING CREATION OF A REGULATORY ASSET COMPRISED OF THE NET BUYOUT COSTS ASSOCIATED WITH TERMINATING THE P-0802 CONTRACT AND A RELATED GAS GATHERING AGREEMENT, AND THE COSTS OF FINANCING THE BUYOUT COSTS AND OBTAINING COMMISSION APPROVAL, (B) APPROVING A PROCESS BY WHICH THE REGULATORY ASSET WILL BE AMORTIZED THROUGH RATES OVER A FIVE-YEAR PERIOD, (C) APPROVING A PROCESS FOR RATEMAKING PURPOSES BY WHICH THE REGULATORY ASSET WILL BE EXCLUDED FROM RATE BASE AND THE FINANCING OF THE REGULATORY ASSET WILL BE EXCLUDED FROM CAPITAL STRUCTURE, (D) APPROVING REVISIONS TO THE GAS COST ADJUSTMENT AND TRANSPORTATION RATE ADJUSTMENT PROVISIONS OF ITS TARIFF, AND (E) GRANTING SUCH OTHER AND FURTHER RELIEF AS THE COMMISSION DEEMS JUST AND REASONABLE.
commission Decision DEEMING APPLICATION COMPLETE AND GRANTING THE APPLICATION
Mailed Date:  
January 27, 2016
Adopted Date:  
January 27, 2016
I. BY THE COMMISSION

A. Statements

1. On December 14, 2015, SourceGas Distribution LLC (SourceGas or the Company) filed an application requesting, on an expedited basis, a Commission decision approving the creation of a Regulatory asset on the Company’s books and records comprised 
of: (1) the net buy-out costs the Company will incur to terminate a gas purchase contract 
(P-0802 Contract) with Noble Energy, Inc. and a related gas gathering agreement; (2) the carrying costs incurred in financing the buyout costs; and (3) costs to obtain Commission approval and to change tariffs for only the North Eastern Gas Cost Adjustment (GCA) and the Transportation Rate Adjustment (TRA) rates.  The approval is requested pursuant to § 40-3-104, C.R.S., and Commission Rules 4109(b)(II) and 4002 of the Rules Regulating Gas Utilities and Pipeline Operators, 4 Code of Colorado Regulation (CCR) 723-4.
2. SourceGas also, requests a waiver of Commission Rules 4002(b)(IX) of the Commission’s rules.

3. On January 19, 2016, SourceGas filed an amendment to the application, including amendments to the attachments in order to remove the Company’s request to recover the costs to obtain Commission approval.

4. SourceGas will finance the buy-out with a five-year term loan and requests to establish a five-year amortization period for recovery of the regulatory asset through rates, and a corresponding regulatory process by which the regulatory asset, will be excluded from the determination of the Company’s rate base and the bank loan will be excluded from the Company’s capital structure.  The Company requests to effectuate recovery of the regulatory asset through the North Eastern GCA and the TRA.
5. SourceGas acknowledges that it has read and agrees to abide by the provisions of subparagraphs (b)(IV) through (VI) and (b)(XI)(A) through (C) of Rule 4002(b).
B. Background

6. The P-0802 Contract was executed December 21, 1973 by Kansas-Nebraska Natural Gas Company Inc., SourceGas’s predecessor, with terms that sustain SourceGas’s purchase obligation virtually indefinitely.  In 1992 the contract was amended and restated capping the buyer’s purchase obligation at 10,500 Mcf of gas per day from the Bowdoin Field in northern Montana, at a fixed price, which is and has been well over current market prices.  Commission Staff found evidence that SourceGas sought over a period of years to end the 
P-0802 Contract and the Company and Noble Energy, Inc. have finally reached an agreement to terminate the contract. 
7. The contract is allocated to SourceGas’s natural gas for operations in three states with the allocation percentages of Nebraska at 85.97 percent, Kansas at 8.57 percent, and Colorado at 5.46 percent. In Colorado, the Company currently does not take delivery of the gas for its customers and has been selling the gas closer to the point of production of the gas rather than paying the additional cost that would result from transporting the gas to its customers. The loss between sale price and contract price is currently included in the Company’s North Eastern GCA rate area.
C. Findings of Fact

8. SourceGas 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 two Base Rate areas and five GCA areas in the State of Colorado.
9. SourceGas does not have Colorado-specific audited financial statements as described in Rule 4002(b)(IX), 4 CCR 723-4.  The Company requests a waiver of this Rule, stating the cost to obtain such audited financial statements would constitute an extreme financial burden to the Company and ultimately to its customers.

10. The amended testimony and attachments provided by the Company witnesses demonstrate that the financial transaction is not contrary to the public interest.

11. SourceGas states in its application that it will include with the Commission compliance filing, the final accounting entries after the financial transaction has been finalized and closed.
12. The Commission finds good cause to allow the Company’s requests in this Proceeding.

II. ORDER

A. The Commission Orders That: 

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

2. The application filed by SourceGas for authority to create a Regulatory asset comprised of the net buyout as described above and in the testimony and attachments filed with the application and amendment is granted.

3. SourceGas is directed to file final actual accounting entries related to the establishment of the regulatory asset, including carrying costs and the monthly amortization amount to be included in the Gas Cost Adjustment and the Transportation Rate Adjustment once the bank loan is entered into and the exact carrying costs are known, within 90 days after the transaction has been finalized and closed.
4. The 20-day time period provided by § 40-6-114, C.R.S., to file an application for rehearing, reargument, or reconsideration shall begin on the first day after the effective date of this Decision.
5. This Decision is effective on its Mailed Date.

B. ADOPTED IN COMMISSIONERS’ WEEKLY MEETING
January 27, 2016.
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