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RE IN THE MATTER . ? CITIZENS UTILITIES COMPANY
TO AMORTIZE THE PURC HAQED GAS ADJUSTOR BANK BALANCE (DOCKET
NO G-00000C-98-0568)

On Apnl 23, 1999, Cinzens Unlives Company (Citizens) tiled for a suspension of the
implemenation of the new | 2-month roling average PGA mechanism in its Santa Cngz Division
Ciuzens requested that implementation be suspended until the Commission resolves certain
accounting 1ssues related to the current Santa Cruz PGA mechanism On May 13, 1999, the
Commssion suspended implementation of the new PGA mechanism until the issues are addressed
{Decision No 61701) The new 12-month rolling average PGA mechanism is being implemented to
address i1ssues inchuding natural gas price volatility, gas cost recovery flexibility, and uniformuty
between PGA mechansms

On July 15, 1999, Citizens made a filing to amortize the existing PGA bank balance and the
correction for accounting errors, as well as to implement the new PGA mechanism.  As of April 30,
1999, the FGA bank balance was over-collected by $12.63$, not accounting for two errors that have
been discovered which impact the PGA bank balance

First, Citizens h.d been using the aumber of therms purchased. rather than the number of

therms sold. to calculate the amount of money that has been recovered each month through the base
cost of gas The base cu st of gas is contained in the tariffed rates and credited to the PGA bank

balance Because Citizen s purchases more therms than it sells. this error wverstated the amount of

money coming into the P A bank balance account each month. This error continued until the end
of December 1996_ result ng in a total overstatement of $1.138,769 in the PGA bank balance, due
1o this error

The second error involves the base cost of gus that is included in Citizens' tariffed rates In
the Santa Cruz Gas Division's last rate proceeding, the Commission required that Citizens express
its base cost of gas on a per therm basis, rather than on the then existing cost of $0 35168 per 100
cubic feet (Decision No 55535, April 23, 1987) The base cost of gas should have been set at
$O 38840 per therm as a result of the conversion from cubic feet to therms. However, the base cost
of gas included in Citizens' filed tariffs was erroneously set at $0.33804 per therm. This error did not
impact Citizens' tariffed rates that went into effect as a result of Decision No. 55535 However, the
error did result m $0 05036 per therm sold being accounted for as general revenue, rather than being
credited to the PGA bank balance This error continued until the end of April 1999, resulting in a
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wotal understatement ot the PGA bani balance of 53051183 due to this error - The combmation ut
the two errors resulted 1n a total understatement of the PG A banh balance of $1.912.31F% Theretore,
the corrected bank balance as of Aprid 30, 1999 reflects an overcollection of $1,925 050

In recent months Statf, Citizens, and the Residential Utility Consumer Otfice (RUCO) have
held discussions regarding the 1ssues surrounding the Santa Cruz PGA bank balance  As a result of’
these discussions. Staff. Citizens, and RUCO have reached a settlement agreement (as Exhibit A 10
the proposed Order) The sertlement agreement contains a number of provisions to address the Nanta
Cruz PGA bank balance

A retund. in the form of a check. will be made to each customer based upon customer
consumpuon from September 1998 to August 1999 The settlement agreement provides for an
interest component to be applied to the cumulative monthly error in the PGA bank balance, for the
pentod of August 1987 through August 1999  The interest rute would be six percent annually,
compounded annually. resulung 1n a total of $720.854 in interest over the August 1987 10 August
1996 penod  The uncorrected PGA bank balance overcollection of $12,635 as of April 30, 1999, will
be included n the retund  To cover the additional cost of administering the refund. Citizens will be
allowed an admumstiration fee of one percent of the 10tal refund, or $20.459  After subtracting
Citizens’ administratin e tee. the resulting total refund amount is $2.619 445

Based on the number of customers 1n the Santa Cruz Division and recent consumption
pattems, a typical resudential customer would gt a refund of approximately $280 and a typical
commercizl customer would get a refund of approximately $1.400 Individual refunds will vany
dependiny upon the number of thesms consumed from September 1998 10 August 1999 1t will take
approximately eight weeks for Citizens to distnbute the refund checks Refund checks not cashed
within six months of 1ss: ance will be credited to the new PGA bank balance No funds refunded by
Citizens as 1 result of thus proceeding may be recovered by Cinzens in future rate proceedings

The settlement ureement indicates that the new tantl pages, 1n plementing the new PGA
mechanism. will be effect ve for September billings However, after furth r discussion with Citizens
and RUCO, 1t appears 1/ at it mav be difficult for Citizens to implemern: the new mechanism for
September billings and ti 21 implementition in October would be preferabl:. Implementing the new
PGA mechamsm in October would also provide Citizens with time to notify its customers of the
changes before they take effect  The new 12-month rolling average PGA mechanism should be
implemented beginming with October billings  Any aver or undercollections in Citizens PGA from
Mav 1999 through September 1999 will be rolled imo the new PGA bank balance Citizens will file
its new monthly PGA rate with the Commussion each month by the beginning of the month to which
the rate is applicable Citizens will send a notice to all customers, informing them of the refund and
the new PGA mechanism, 'n the customers' September billings
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Srat¥ helieves the proposed settlement agreement is a fair and reasonable resolution 1o 1sues
surrounding the disposition of the sversollection in the Sgata Cruz Division's PGA bank balunce
Staff recommends approvel of! %&m settiement sgreement. Staff farther recommends that the new PGA
mechansm be implemented beginaing with Citizens' Ociober billings.

TR W b Aagasonl
Ray T Williamson
Unlines Division
BTW BGG IHWPB

ORIGINATOR. Robert Gray
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BEFORE THE ARIZONA CORPORATION COMMISSION

SCARL J KUNASER

Chairman

M IRVIN {
|  Commissioner

JEWILLIAM A. MUNDELL

Commissioner

DOCKET NO.| G-00000C-98-0568

6JIN THE MATTER OF THE APPLICATION OF )
ITIZENS UTILITIES COMPANY - FILING )
7§10 AMORTIZE THE PURCHASED GAS ) DECISION NO.
IADJUSTOR BANK BALANCE )
8| ) ORDER
9 Upen Mect]ng !
| August 24 and 25, 1999
10§Phoenix. Arizona
11§BY THE COMMISSION: |
12} EINDINGS OF FACT

|
i ,
1. Ciizens Utilities Company (Citizens) is engaged in providing natural gas service within

3. On May 13, 1999, the Commission suspended implementation of the new PGA
20imechanism until th: issues are addressed (Decision No. 61701).
4. The ~2w 12-month rolling average PGA mechanism :s being implemented to address

5. Onluly 15, 1999, Citizens made a filing to amortize the existing PGA bank balance and

25 i
26{130, 1999, the PGA bank balance was over-collected by $12,635. not accounting for two errors that
27lihave been discovered which impact the PGA bank balance.

28y

the correction for accounting errors, as well as to implement the new PGA mechanism. As of April
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! _ 6. Furst, Cinzens hiad been using the nurber of therms purchased. rather than the number
fof therms sold. w cadculate the amount of money that has been recovervd euch month through the base
Mcost of gas  The base cost of gas 1s contained in the tariffed mtes and credited to the PGA bank

fbalance. Because Citizens purchases more therms than it sells. this error overstated the amount of

8} 7. The second ervor involves the base cost of gas that is included in Citizens' taniffed rates.

1 ifeer (Decision No. $5535. April 23, 1987). The base cost of gas should have been set at !50.38840 per
¥

<Htherm as a result of the conversion from cubic feet to therms. However, the buse cast of gas included

17}lApril 1999, result ng in a total understatement of the PGA bank balance of $3.051.183. due to this
18 or. The combination of the two errors resulted in a total understatement of the PGA bank balance
:v- £$1.912,415. The refore, the corrected bank balance as of April 3:1, 1999 reflects an overcollection
F$1.925.050. ;

2H 9. Inrecent months Staff, Citizens, and the Residential | tility Consumer Office (RUCO)
22 havc held discussions regarding the issues surrounding the Santa Cruz PGA bank balance. As a result

23{lof these discussions, Staff, Citizens, and RUCO have reached a settlement agreement {see the attached
25 fibank balance. |

26 10. A refund, in the form of a check. will be made to each customer, based upon customer

27flconsumption from September 1998 10 August 1999.

Decision No.
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' 1. The sculement agreement provides for an interest component to be applied to the
2 cumulative monthly error in the PGA bank balance, for the period of August 1987 through August

3%999. The interest rate would be six percent annually, compounded annually, resulting in a total of |
405720.854 in interest over the August 1987 1o August 1999 period. The uncorrected PGA bank balance

Sfovercollection of $12.635 as of April 30, 1999, will be included in the refund.

6 12.  To cover the additional cost of administering the refund, Citizens will be alloved an
dministration fee of one percent of the toial refund, or $26,459. Afler subtracting Citizens' ‘

Bladministrative fee, the resuhing total refund amount is $2,619,445.

9 13. Based on the number o! customers in the Santa Cruz Divigion and recent consumption
108oaitems, a typical residential customer would get a refund of approximately $280 and a typical
11icommercial customer would get a refund of approximately $1.400. Individual refunds will vary
1283epending upon the number of theyms consumed from September 1998 to August 1999.

13 14. It will wke approximately cight weeks for Citizens to distribute the refund checks,
14¥Refund checks not cashed within six months of issuance will be credited to the new PGA bank

150valance. No funds refunded by Citizens 8s s result of this proceeding may be recovered by Citizens
16fin future rate procoedings.

17 15. The -cutlement agreement indicates that the new tariff pages, implementing the new PGA. |

i1

18 mechanism. will be effective for September billings. However, after further discussion with Citizens
19and RUCO. it appears that it may be difficult for Citizens to imjlement the new mechanism for
208September billings .and that implementation in October would be preferable. Implementing the new
21IPGA mechanism in October would also provide Citizens with time to notify its customers of the
22' anges before they take effect. The new 12-month rolling average PGA mechanism should be
23fimplemented beginning with October billings.

24 16. Any over or undercollections in Citizens PGA from May 1999 through September 1999
25 ill be rolled into the new PGA bank balance.

25 17. Citizens will file its new monthly PGA rate with the Commission each month by the
27 beginning of the month to which the rate is applicable.

28]

Decision No.

R
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1 18.  Citizens will send a notice to all customers, informing them of the refund and the new
“§PGA mechanism. in the customers’ September billings.
3

19.  Swfl believes the proposed settiement agreement is 2 fuir and reasonable resolution to
surrounding the disposition of the overcollection in the Santa Cruz Division's PGA bank
- Stafl has recommended approval of the sertlement agreement.

20.  Staff has further recommended that the new PGA mechanism be implemented beginning

1. Citizens is an Arizona public service corporation within the meaning of Article XV,

idated August 16, 1999, concludes that it is in the public interest 10 approve the filing.

2 The Commission has jurisdiction over Citizens and over the subject matter of the
12R:molication.
13 3. The Commission, having reviewed the application, Staff's Memorandum and Exhibit A
14}

Decision No.

oo
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2 E_ THEREFORE. IT 1S ORDERED that the setticment agreement. Extubat A_ s hereby approved
3an, adopted.
3 : IT 1S FURTHER ORDERFD that the new PUGA mechanism be implemented beginning with
3 C wizens’ October billings.
6l ITIS FURTHER ORDERED that this Deciston shall become effective immcuiiatcly.
G
8§ BY ORDER OF THE ARIZONA CORPORATION COMMISSION i
o
100ETATRMAN COMMISSIONER ~ " COMMISSIONER™
T IN WITNESS WHEREOF. I, BRIAN C. McNEIL. Executive |
2l Secretary of the Arizona Corporation Commission, have |
“§ hereunto. set my hand and caused the official seal of thns
13 Commission to be affixed at the Capitol. in the City of
., Phocnix, this day of ‘ . 1999
14
15§
16 BRIAN C. McNEIL
17 Executive Secretary
18]
190DISSENT e
20fR TWBGG: Ihh |
21
220
23
24
15 :
i
26 |
27

ORDER

é Decision No.
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On July 15, 1999, Citizens Utilities Company (“Citizens") fiied in this Docket
{a calculation that detailed a $1,912,415 understatement of Citizens’ Santa Cruz
Gas Division PGA bank balance. Citizens also filed proposed original tariff sheet
No. 101 and proposed rate schedule N-15. By a filing on July 28, 1999, Citizens
corrected proposed rate schedule N-15. Through these filings, Citizens proposed
rﬁto flow back the $1,912,415 amount to its Santa Cruz gas customers as bill
credits over a 12-month period beginning September 1999,

The Arizona ( orporation Commission Staff ("Staff”) the Residential Utility
Consumer Office ("RUCO"), and Citizens have engaged In settlement discussions
concerning Citizens' July 15 and July 28 filings and now ag ‘ee as follows
concerning refunds «f Citizens’ miscalculated PGA bank balance to its Santa Cruz
County gas custome-s:

1. The refund will include interest at six percent per year, compounded
annually, on the cumulative monthly error, beginning with the first month of the
error, August 1987. Attachment A to this Agreement details the calculation of
cumulative interest, as of the end of August 1999, of $720,854 and Attachment B
details the total amount to be refunded. The $12,635 over-collected balance in
Citizens’ previous PGA bank as of April 30, 1999, is included in the customer
refund arnount shown on Attachment B.

-1 -

"F S Exhibit A
BEFORE THE ARIZONA CORPORATION COMMISSION
CARL ). KUNASEK
' COMMISSIONER-CHAIRMAN
JIM IRVIN
COMMISSIONER
WILLIAM A, MUNDELL
COMMISSIONER
DOCKET NO. G-00000C-98-0568
IN THE MATTER OF THE APPLICATION | SETTLEMENT AGREEMENT ,
OF CITIZENS UTILITIES COMPANY TO BETWEEN COMMISSION STAFF,
AMORTIZE THE PURCHASED GAS RESIDENTIAL UTILITY
ADJUSTER BANK BALANCE CONSUMER OFFICE AND
CITIZENS UTILITIES COMPANY




_ 2.  The refund will be made to each customer by check, based upon
, h customer consumption over the period September 1998 through August 1999.

| The parties recagnize that it will take approximately eight weeks to prepare and
H&srefummmmeﬁmemmmmmeisAgmm
3.  Refund checks not cashed within six months will be credited to the
ﬁm PGA bank balance, which was established consistent with the methodology
approved by Commission Decision No. 61225.

4. Proposed original tariff sheet No. 101 and proposed rate schedule N-
15 should be approved by the Commission, to become effective for all billings
after August 1999,

5.  This Agreement represents 3 compromise and settiement of disputed |
[|issues and resolves ait outstanding issues related to the disposition of
understatement of CRizens’ Santa Cruz Gas Division PGA bank balance. If this
Agreement is not accepted by the Commission, none of the Parties compromises
5 jjor otherwise waives any position it has taken or may take on these issues.

M 6.  The provisions of this Agreement are not severable and are effective
tonly alter the Comimission enters an order approving this Agreement without
modification. If this Agreement is not approved by the Commission in the form
|| submitted, it is deemed withdrawn, and its stipulations are void.

7.  The Parties urge the Commission to approve this Agreement.
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i DATED August 13, 1999

i 1

Staff of the Arizona Corporation Commission

pu— L
By: TR W i Mramgen)
Title: ég.x‘m_.._%e.sg._wt—
Wi iid on flImewy AL

Residential Utility Consumer Office

Citizens Utilities Company

By: M 9' WM

Title: Vice President
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O Gitzens Utilities

', Sants Cruz Gas Division
Comprtation of Customer Refund

Reported PGA Bank at #3040 (over-allesied)
- Curnutative Errar in PGA Bank

5% Compound Interest from %87 - §09

Rafund before Admirsirative Fee

Less - 1% Administrative Fee

Ner Refund o e Disinbuted

12,838

1.812,415

AR RN

2,545,804

(26,459)

2619445
RO

720,854
AN




