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DATE. April30.1999 

RE IN THE MJVTER OF THE APPLICATSON OF DUNCAN RURAL SERViCE 
CORpoRarlON TO AhIORWE THE PuRCHASm GAS ADJUSTOR BANK 
BALANCE (DOCKET NO. G-00000C-98-0568) 

00 April 21, 1999, Duncan Rural Service Corporation (Duncan) filed fbr Commission 
approval of the m n d z a t h  of its purchased gss adjustor (PGA) bank balance as of February 28. 
1999. ntis 6hfts by Duncan is in response to the ComtnissiOn Decision No. 61225 (October 30, 
1998). which ~ h e d  most Ari7ixma i d  distribution cwnpranies (LDCs) to implemmt a new 12- 
month rolting awerage mtcftanism on June I ,  1999. The general f i m o r k  of the new PGA 
smckanisns came oud of I! series of met.tingS of the Purchased Gas Adjustor Design working group 
in the sununer of 1998 The new 12-mnth rdlmg average PGA mhanjsm was implemented to 
address issues fnchrding natural gas price volatility, gas cost recovery flexibility, and uniformity 
between PGA mecharhms 

After the Commission issued Decision No. 61 225, Staff, the LDCs, and other interested 
ptrrtieS met several times to discuss vari0us imphcmtatbn issues. D w h n  No. 61225 contemplated 
the fFdenqg of‘& bank balance srccrued under thc existing PGA mechanism, and the amortization 
ofthe under- or over-colSeetion resected in the &sting bank balmwe. This would @le the new 
PGA ODeChanism to begin With a bank balance of zero. Zeroing out the bank balance is necessary 
because intereet win be applied to the new bank balance, but not the hzen bank balance. 

As 0fFCbnrary 28, 1999, Ihmads bank b c e  is underocp’llected by $40,616.52. In its 
6 k i  Duncan proposes to amortize this bank bakmce over a 12-mon111 period, fesuitmg in an 
mwtuawm rate ofsOo5221 per therm, based upon m u d  sales of 652,860 therms This 
-on rete wouid be: liqvptied to aatmer bills mil the first month in which the from banh 
Wanee is My anmized, at which time the amortization me would be discontinued. Any m e y  
reeowefsd beyand that nrquired to amortize the frozen bptnk balance would be crediied to the new 
bankbdame. 

. .  

1 
Given the chsnges bcing made in the PGA mechanhm, a phwe-in could be needed to 

mnsitkm fkrrm hurcan’s m d y  efbctive PGA mte to the new rdlmg averqe PGA rate To 
dammine whether a pbe- in  is needed, is nec;essary to Compare the total cost of gas mrrmtly 
d e d  in ~ ~ * s  rates with the total cost of gas to be reflected on customer hills begnning on 
June I. 1999. 
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Components ofthe total cost of gas include the btse cost of gas, the PYA rate, and if 
applicobk, M amortization ntte for the bank balance. A ph9sc-h wdd be necesyy if there was 
a sizable Wkmce bctwcca the current total cost of gas and the Junc 1’ total axit oqgas. The exact 
total cost of gas fcuhme I’will not be known until fate May, when I)uncan finatbesthe most recent 
gas cost information. Howwer, as part of the April I2* filing, Duncan provided tbe actual 12- 

whether a month c a t  of gas through thr: end of February 1999. For the purpose of 
phasc-in is axessay, the February 1999 12-month cost of gas is  expected  en^^ close 
to the June la 12-month a s t  of gas. Duncan’s 12-month average cost of gas at the f“d of Febru?ary 
1999 is $0.2860 per tham. The table below shows the cumnt total cost of gas and the estimated 
totalcostofgasforlunt IS. I 

. .  

Cumnt Cost of Gas I Estimated Cost of Gas For June 1” 
Base Cost of Gas $0.291 2 per therm 
Bank B a k x  Amortization 0 50.06221 per them 

i ~ d a t  cost I $0.34292 Per therm 1 W.34821 Der therm I 

50.2912 per therm 

PGA Rare I $0.05 1 72 per therm -$O.WS2 per therm 

The eskuted change in the tOtat cost of gas is $0.00529 per therm. Given this small change. 
a phase-in is not necessorty. Atter the 6nxdng of the bank balance at the end of February 1999 and 
the i m p h e n ~ o n  of the new PGA med.rarrism in June 1999, the LDCs will experience over and’or 
&-& of gas costs. To account for these over- md under-collections, monthly over- and 
urtder-dections incurred by Duncan &r the bank balance is h z e n  at the end of February 1999 
would be included in the new bank balance. 1 

Staff believes that the proposed amortization rate of $0.0622 I per therm is reasonable and 
should be adopted. Staft recommends approval of this filing. 

ORIGINATOR: Robert Gray 
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FINDINGS OF FACT 

t . Dunm Rural Senlice Corporation (Duncan) is engaged in providing natural gas within 

ant to authority granted by the Arizona Corporation Commission. 

2. On April 21. 1999, Duncan filed for Commission approval of the amortization of its 

d gss &,&?or (PGA) bank balance as of February 28, 1998. This filing by Duncan is in 

to the Commission Decision No. 61225 (October 30,1998), which ordered most Arizona 

es (LNs)  to implement a new 12-month r Aling average PGA mechaninn 

3. The general framework of the new PGA mechanism c a r r ~  out of a Series of meetings 01 

r ~ e s i g n  working group in the sum& of 1998. 

4 The new 12-monds rolling avemge PGA mgchanism was implemented to address issue 

volatility, gas cost recovery flexibility, and uniformity between PGr 

I 
5. After the Commission issued Decision NO. 61225. Stafl, the LDCs, and other interesler 
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6. Decision No. 61225 contemplated the fitxzing of the bank balance accrued under the 

xisting PGA mechanism, and the amortkation of tfre under- or over-collection reflected in the 

bank balance. This would enable the new PGA mechanism to begin with a bank balance of 

ing out the bank Warw is necessary because interest will be applied to the new bank 

gas and the .lune 1' total cost of gas. 

12. The exact total cost of gss for June Is will not be known until late May, when Duncau 

the most cccent gas cost information. However, as part of the April 12" filing. Duncm 

the amaI 12-month cost of gas through the end of February 1999. 

I 

13. For the purpose of determining whether a phase-in is necessary, the February 1999 I,! 

cost of gas is expected to be sufficiently close to the June 1' 12-month cost of gas. Duncan' 
1 

average cost of gas at the end of February 1999 is $0.2860 per therm. 

,but notthe bzenbank balance. 

7. 

8. 

As of February 28,1999, Duncan's bank balance is undercdiected by $40.616.52. 

in its filing, Duncan proposes to amortize this W balance over a 12-month period. 

, based upon annual sales of 652,860 therms. 

uld be applied to customer bills until the first month in which the frozen 

balance is Mly amortized, at which time the amortization rate would be discontinued. 

9. Any money m o v e d  beyond that required to amortk the frozen bank balance would 

10. Given the changes being made in the PGA mechanism, a phase-in could be needed to 

ffective PGA rate to the new rolling average PGA rate. To 
whether a phase-in is needed, it is necessary to compare the total cost of gas currently 

Duncan's rates with the total cost of gas to be reflected on customer bills beginning on June 

of gas include the base cos% of gas, the PGA rate. and ii 

\ I  

1 1. A pha +in would be necessary if there was a sizable di ?krence between the current tom 
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