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I. BY THE COMMISSION

A. Statement

1. This Decision approves the application filed by Public Service Company of Colorado (Public Service or the Company) on May 24, 2018, for a Three-Year Renewal of the Procedures for Obtaining Approval to Implement Gas Price Volatility Mitigation Plans for its Gas Utility for the period January 1, 2019 through June 30, 2022, and for Approval of a 
Three-Year Master Gas Price Volatility Mitigation Plan for the period July 1, 2019 through June 30, 2022 (Application). We also grant the Motion for Extraordinary Protection (Motion) filed by Public Service on May 24, 2018, requesting a protective order for certain information attached to the Application that the Company designates as highly confidential. 
2. Contemporaneously with its Application, Public Service filed its Motion 
for Extraordinary Protection of certain information contained in Highly Confidential Attachment JDI-2.  No interventions were filed.  
B. Background

3. In its Application, Public Service explains that it has hedged winter natural gas prices through Commission-approved Gas Price Volatility Mitigation Plans (GPVM Plans) since 2004, and prior to that included them as part of its annual Gas Purchase Plans. The Company states that by Decision No. C04-1112 in Proceeding No. 02A-267G, issued September 22, 2004, the Commission approved a settlement that established the first iteration of distinct filing procedures and requirements (GPVM Procedures) for the Company’s GPVM Plans, to be valid through June 30, 2009. The Commission has since extended the GPVM Procedures and granted modifications. See Decision No. R09-0211 in Proceeding No. 08A-095G, issued March 2, 2009 (extending GPVM Procedures through June 30, 2013); Decision No. R13-0121 in Proceeding No. 12A-240G, issued January 25, 2013 (extending GPVM Procedures through June 30, 2015, with modifications); and Decision No. C14-0889 in Proceeding No. 14A-0491G, issued July 29, 2014 (extending GPVM Procedures through June 30, 2018). 
4. The GPVM Procedures provide the regulatory framework within which Public Service files its annual GPVM Plans. The GPVM Procedures also set certain parameters for the GPVM Plans, such as the authorized types of financial hedging instruments, the maximum percentage of gas purchase volumes to be hedged, the hedging budget calculation method, and timing limits on hedging agreements.

5. Public Service requests renewal of the existing GPVM Procedures, with additional modifications, for the period January 1, 2019 through June 30, 2022. The proposed modifications are as follows: a reduction of the threshold for prudence review of hedging costs; a reduction of the maximum term of hedging instruments; amendments to the required contents of the Annual GPVM Plan application; the creation of a new three-year Master GPVM Plan to replace some of the required components of the Annual GPVM Plan; and the elimination of two administrative requirements established by Decision No. C04-1112 that are now unnecessary given advances in technology.

6. In addition to the proposal to modify the GPVM Procedures to create a three-year Master GPVM Plan, the Company requests approval of a proposed GPVM Master Plan for the period July 1, 2019 through June 30, 2022. 

7. Finally, the Company requests ministerial tariff changes to reflect the effective and sunset dates of the renewed GPVM Procedures and authorizing decision number. These changes are provided in redline form in Attachment NMH-1 to the Application. Public Service proposes an effective date of January 1, 2019. 

C. Findings

8. As the Application is unopposed, the Commission may consider the matter under modified procedures and without a hearing pursuant to the provision of § 40-6-109(5), C.R.S., and Rule 1403, 4 Code of Colorado Regulations (CCR) 723-1 of the Rules of Practice and Procedure.

9. Public Service proposes to reduce the threshold for prudence review of hedging costs to 1.5 times the annual hedging budget. The budget is calculated annually as the November to March At-the-Money call option premium times the proposed financial hedge quantity, as calculated during one of the first five business days in January of each year. Recoverable costs consist of the premiums for securing financial hedging instruments plus the net settlement costs. The GPVM Procedures entitle the Company to recover those costs through the Gas Cost Adjustment rider. The Company proposes to reduce the maximum term of hedging instruments to four years after the current heating season, for a total of five years.
10. Under the Company’s proposed modifications, the required components of the Annual GPVM Plan will include the Natural Gas Market Outlook; the Annual Hedging Budget; Hedge Volumes and Timing (including Volumes Eligible for Long-Term Hedging); Monte Carlo Statistical Analysis; and, Bill Impacts to Customers. The required components of the three-year Master GPVM Plan will include the Goals of GPVM Plans, Seasonal Hedging Strategy, 
Long-Term Strategy, Financial Instruments Authorized, Definition of Volatility, and Counterparty Default Adjustments. 

11. Public Service additionally proposes to eliminate the GPVM Procedure requirements that workpapers be provided in hard copy and electronic formats to Staff of the Colorado Public Utilities Commission (Staff) and the Colorado Office of Consumer Counsel (OCC), and that eight copies of all confidential exhibits and testimony be filed.

12. Consistent with the modified GPVM Procedures as described above, Public Service has filed a three-year Master GPVM Plan for the period July 1, 2019 through June 30, 2022. The Master GPVM Plan defines the goal of the GPVM Plan to reduce the exposure of the Company’s gas sales customers to significant upward fluctuations in the price of natural gas during the winter heating season and to mitigate the price risk associated with those gas purchases at a reasonable cost to Public Service’s gas sales customers. The Company’s Seasonal Strategy is to use a Monte Carlo simulation analysis of natural gas price data to determine in the spring and summer the appropriate hedging instruments and volumes, of up to 50 percent of the Company’s normal winter gas purchase requirements expected to yield the lowest overall system cost for gas sales customers over the winter heating season.

13. The Master GPVM Plan requests continuation of a “Long-Term Strategy,” whereby it is authorized to implement financial hedging to cover up to 25 percent of seasonal gas requirements for four years beyond the upcoming season.
 Any gas volumes and hedging costs incurred in implementing the long-term hedging strategy will be netted against the 50 percent hedge goal and associated budget for the applicable GPVM year.
14. The Master GPVM Plan proposes the Company be authorized to implement its hedging strategy using natural gas storage, fixed price contracts, and the following financial instruments: call options, costless collars, fixed for float swaps, and put options.  

15. During the most recent hedging season, from November 2017 to March 2018, Public Service hedged approximately 29 Dekatherms of gas at cost to ratepayers of $4.4 million, or $0.15/MMBtu.
 This cost was approximately 34 percent of the plan’s budget of $13.1 million for that season. During the previous hedging season, 2016 through 2017, the Company hedged approximately 31 Dekatherms of gas at a cost to ratepayers of $3.1 million, or $0.10/MMBtu.
 The 2016 through 2017 cost of the hedging program was approximately 29 percent of the plan budget of $10.9 million.
16. We find the Company’s proposed modified GPVM Procedures to be consistent with the objective of protecting ratepayers from the volatility of natural gas markets at a reasonable cost. We additionally find that the three-year Master GPVM Plan complies with the Commission’s previously articulated application requirements in regard to such plans. Further, our review of the Master GPVM Plan and attachments leads us to conclude that the Application is reasonable, and will likely serve to mitigate gas price volatility. Therefore, we grant the Application and approve Public Service’s Master GPVM Plan for the period July 1, 2019 through June 30, 2022. We approve the requested tariff changes to reflect the effective and sunset dates of the renewed GPVM Procedures and the authorizing decision number.

D. Motion for Extraordinary Protection

17. Public Service requests that the Commission, under Rule 1101(b), 4 CCR 723-1, grant extraordinary protection to certain information in Highly Confidential Attachment JDI-2 to the Application that relates to the Company’s planned timing and quantity of gas hedges for its natural gas service. Public Service contends that this information is competitively sensitive and its release to persons participating in the gas hedging market could jeopardize the Company’s ability to pay reasonable prices for its hedging strategy. According to Public Service, access to this information must be limited to Staff and OCC to prevent inadvertent disclosure that could harm the Company and its customers. 

18. Public Service filed the specific form of non-disclosure agreement required by Rule 1101(b)(V) as Exhibit A to the Motion. Public Service requests that members of Staff, OCC, and their legal counsel sign the nondisclosure agreement. Public Service also filed the affidavit of Michael L. Boughner, Director, Gas Supply, for Xcel Energy Services Inc., required by Rule 1101(b)(VI) as Exhibit B to the Motion. The affidavit provides the names of all persons with access to the highly confidential information and the period of time for which the information must remain subject to highly confidential protection. Public Service requests the extraordinary protection remain in place for two years, or for such longer time as provided in subsequent Commission protective orders.
19. We find good cause to grant Public Service’s Motion. We find that the information at issue is sensitive and should therefore be provided extraordinary protection. 

20. We clarify that under Rule 1100(h), 4 CCR 723-1, Commissioners, Staff, and Commission counsel are not required to sign the non-disclosure agreement provided by Public Service. Instead, each Commissioner, Staff member, and Commission counsel signs an annual non-disclosure agreement that includes the requirement to “maintain and to treat information to which the Commission has granted highly confidential protection pursuant to paragraph 1101(b) in accordance with the decision granting highly confidential protection.”  

21. We deny as moot the request for waiver of response time to the Motion because the response time has run. 

II. ORDER

A. The Commission Orders That:

1. The application filed by Public Service Company of Colorado (Public Service) on May 24, 2018, for a Three-Year Renewal of the Procedures for Obtaining Approval to Implement Gas Price Volatility Mitigation Plans for its Gas Utility for the period January 1, 2019 through June 30, 2022, and for Approval of a Three-Year Master Gas Price Volatility Mitigation Plan for the period July 1, 2019 through June 30, 2022, is granted.

2. The Motion for Extraordinary Protection filed by Public Service on May 24, 2018, is granted. 

3. The request for waiver of response time is denied as moot.

4. 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.

5. This Decision is effective upon its Mailed Date.

B. ADOPTED IN COMMISSIONERS’ WEEKLY MEETING
July 19, 2018.
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Doug Dean, 
Director
	THE PUBLIC UTILITIES COMMISSION
OF THE STATE OF COLORADO


JEFFREY P. ACKERMANN
________________________________


WENDY M. MOSER
________________________________
                                        Commissioners

COMMISSIONER FRANCES A. KONCILJA SPECIALLY CONCURRING



III. COMMISSIONER FRANCES A. KONCILJA SPECIALLY CONCURRING

1. I agree with the Decision, however, decisions of this type should include information, preferably in a table, that show the historical trends and should include at least five years of data. It is my understanding that even though that historical information is available, the Commission cannot reference it in this Decision because there was no reference to taking administrative notice of the information at the weekly meeting.  In the future, Public Service Company of Colorado (Company) should provide that information so that it can be included in any Decision of the Commission.  If the Company includes this historical information in its filing, then it can be included in any Decision without the necessity of taking administrative notice.  The utilities prepare and this Commission has a wealth of data and we should endeavor to make the information easily available to the public.

THE PUBLIC UTILITIES COMMISSION
OF THE STATE OF COLORADO


FRANCES A. KONCILJA
________________________________
                                         Commissioner

� This five-year period covers from the 2019 to 2020 heating season to the 2022 to 2023 season.


� Proceeding No. 18A-0057G, Public Service Company of Colorado 2017 through 2018 Winter Hedging Report.


� Decision No. C18-0168 issued March 12, 2018, in Proceeding No. 18A-0057G, Paragraph 12.
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