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I. BY THE COMMISSION

A. Statement

1. This Decision approves an application filed by Black Hills Gas/Colorado Gas Utility, LP, doing business as Black Hills Energy (Black Hills or BHCOG or the Company) on May 31, 2017. The application requests approval of Black Hills’s gas hedging plan for a one year period from July 1, 2017 through June 30, 2018. 
B. Procedural History
2. On May 31, 2017, Black Hills filed a verified application requesting a Commission order authorizing it to place into effect on July 1, 2017, a hedging program to enter into, and to recover the costs associated with, financial instruments used to hedge against volatility in gas prices.
3. On June 7, 2017, the Commission issued Decision No. C17-0462-I granting Black Hills’s shortened notice and intervention period. No interventions or responses to the application were filed.
4. Since 2008, BHCOG’s hedging program has been included as part of its Gas Purchase Plan, as contemplated by Commission Rules 4605 and 4606 of the Rules Regulating Gas Utilities and Pipeline Operators, 4 Code of Colorado Regulations (CCR) 723-4. 
5. Under this application, costs associated with the Company’s gas hedging plan will continue to be included as a component of the Company’s Gas Cost Adjustment and reviewed as part of the Company’s Gas Purchase Report pursuant to Commission Rule 4607. 

C. Discussion of the Application

6. Black Hills requests approval for a hedging program for the 2017-18 winter heating season. Under its application for Commission approval, Black Hills proposes to hedge projected baseload gas volumes equivalent to approximately 40 percent of total gas demand during the heating season. The Company proposes to hedge this gas volume using financial call options subject to a budget. 

7. Black Hills proposes to institute a call option budget of $1.062 million for the seasonal program. The Company states that the call option budget represents the maximum Black Hills would spend to implement the financial portion of its hedging program. The budget is based on a maximum hedged gas volume of 2.36 million MMBtus and the maximum average call option premium limit of $0.45 per MMBtu. 

8. The Company proposed to file a report with the Commission no later than April 30, 2018, which will detail the past hedging activities and performance following the Upcoming Winter Heating Season. The report will include hedged volumes, strike prices, trade dates, call option premium prices, and total settlement dollars.
9. Black Hills is only requesting a one-year hedging program at this time because the Company, along with its affiliate Black Hills Gas Distribution, LLC, has stated its intention to file, during the third quarter of 2017, a joint application seeking approval of substantially similar, but separate, gas hedging programs to take effect after the expiration of the Proposed Hedging Program proposed in this Verified Application, if it is approved by the Commission. This approach allows for regulatory and operational efficiency as these programs can be reviewed and implemented on a parallel basis.
10. The Application is unopposed and will be determined without a hearing under Rule 1403 of the Commission’s Rules of Practice and Procedure, 4 CCR 723-1. 

11. The Commission has deliberated on the application and finds that the application with the consumer protections of a subsequent review of costs for prudency, a limited term, as well as the existence of a budget or limit on the overall cost impact as proposed is reasonable.  

12. We find that the hedging plan complies with the Commission’s previously articulated application requirements in regard to such plans. Further, our review of the hedging plan and attachments leads us to conclude that the application may serve to mitigate gas price volatility. 

13. During Commission deliberations on this application we determined that gas hedging was still an important issue for gas (and electric) utilities in serving the public under just and reasonable rates and therefore resolved to hold a Commission Information Meeting tentatively scheduled for August 17, 2017 in order to have a robust discussion with stakeholders on the issue.

14. Therefore, we grant the Application of Black Hills for approval of its limited term gas hedging plan for a one year period from July 1, 2017 through June 30, 2018.
II. ORDER

A. The Commission Orders That:

1. The Application filed by Black Hills Gas/Colorado Gas Utility, LP on May 31, 2017 for approval of its gas hedging program for its system gas supply for the period July 1, 2017 through June 30, 2018, is granted.
2. If the Commission Information Meeting on gas hedging is held as planned in August, 2017, the Commission directs the Company to file its combined Black Hills Gas/Colorado Gas Utility and Black Hills Gas Distribution hedging plan no sooner than 30 days after such meeting.

3. The 20-day 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.

4. This Decision is effective upon its Mailed Date.

B. ADOPTED IN COMMISSIONERS’ WEEKLY MEETING
June 21, 2017.
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