
TO: THE COMMISSION 
MAY 0 3 1399 

RE: IN THE MA= OF THE APPLICATION OF BLACK MOUNTAIN GAS TO 
AMORTlZE THE PURCWED GAS ADJUSTOR BANK BALANCE 
(DOCKETNO. c-ooorntc-sit-0568) 

On April 12,19!?9, Black Mountain Gas (Black Mountain) Bed for Commission approval 
Ofthe - 
as ofFe&uary 28,1999. 3 k k  Miw&&t has &ather filed for a suspension of the itnplemenuitation 
of the new I 2 - m d  rohg average PGA mechimistn in its Page Division until the Commission 
resolves its ament rate case No. G-03493A-986'705). This filing by Black Mountain is 

Decis ionNo.61225(october30,1998) ,wbi&~mo~tna 
local d&hs!km coml#mies (LDcs) to B new 12-month rOUiag average PGA mechanism 
on June 1,1999. The g a d  fkatnmmrlc of the new f f iA mechaniw came out of a series of 
Igettings of the Pwdmed Gas Adjustor W g n  working group in the summer of 1998. The new 
12-rmopbh row- avemge PGA tswcWm was bplernented to address issues including naturaf gas 
p ice  uokaaiirty, igas cost recoyery flexibiiity, and df'ormity between PGA mechanisms. 

0 f i t S p W g a s  (WA) bank balance for its h v e  Creek Division, . .  

. .  in-totbe- 

Onr Movemba 12, 1998, BIack Mormtaina's Page Division filed a raze case with the 
Commie.  E&& hAolwzain's filing mMpates an overall rate demase foa the Page Division. As 
OfFebrUaary 28,1999,h bank for thc Page I'XviSion's PGA is mder-collected by $149,424. 
ifttiis tmtleruAkticm were anathd 28 tbis paint, a surcharge would be ;applied to customer bills. 
Bldc Mountds propwl to su(rpeni the imptemenxrrtiOn ofthe new PGA medlgnisrn would avoid 
a siturrtioa where c\rstonlerrp would see an incmse in rates now fiom the PGA amortization 
sadiqe, fullowed by a nrte dwrease when the rate case is decided. 

AAa the Commissicm issued Decision No. 61225, Staff, the LDCs, and other interested 
parties met sa(rreraf timn to discuss various implementation issues. Decision Number 61225 
-.thEfreezin%ofthe bpnkW&%m.tedundertbe-PGA mechanism, and the 
BmorbElllb#w of tlre d e r -  or over-colfectian reflected in the existing bank baknce. This would 
giabtetbenewPGAmec~smtobeginwjdrftbankbiiarteeofper0. Zeroiingoutthebankbafance 
js mcessmy bmause interest wit1 be applied to the new bank blmce, but not the frozen bank 
b&mX. 

. .  

As of Febnrary 28, 1999, the Cave Creek Division's bank balance is undercollected by 
S276,762. Ia its fihg, Black Momtab psoposes to tmoxtize this bank balance over B 24-month 
period, d t h g  in an amcatimtion rate of $0.026 per tham, based upon projected annual sales of 



i 



THE coMMlssIoN 
April 30,1999 
page 3 

1 
staffbckves that the paoposed morthtkm rate of $0.026 per therm for the Cave creek 

Division is msmble and shdd be rrdopted. Stafftecommends approval of this filing. Staff 
furtsss fmxmmc& &at the hnpIemnt&oa of the new PGA mechanism in the Page Division be 

Mtil such tima as llicw rataresuiting from the current xate pmeedhg involving the Page 
Divish bewane effective. 

ORIGINATOR R d m t  Gray 
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- 
1. Black Mountain Gas (Black Mountain) is engaged in providing natural gas within 

the Arizona Corporation Commission. 

2. On April 12.1999, Black Mountain filed for Cornmission approval of the amortization 

Cave Creek Division, as of February 28,1999. 

3. Black Moufitrrin has fintber fikd for a susmion of the implementation of the new 12- 

m h g  average PGA mechanism in its Page Division until the 'ommission resolves its current 

i 
4. This filing by Black Mountgin is in res- to the Commission Decision No. 6t225 

3 4  1998), which ordered most Arizona local distribution companies (LDCs) to implemenl 

5. The general framwvork of the: new PGA mechanism came out of a series of meetings 01 
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6. The new 12-month tolling average PGA mechanism was implemented to address issues 

ng MtUd gas price volatility, gas cost recovery flexibility, and uniformity between PGA 

7. On November 12, 1998, Black Mountain's Page Division filed a rate case with the 

. Black Mounterin's filing anticipates an overall rate decrease for the Page Division. 

As of Fe- 28, 1W, the bank balance for the Page Division's PGA is under- 

5149.424. If this undef-collection were amortized at this point, a surchmge would be 

8. 

9. Black Mountain's proposal to suspend the implementation of the new PGA mechanism 

where customers would see an increase in fates now from the PGA 

cm surcharge, followed by ti rate decrease when the rate case is decided. 

10. Afier tbe Commission issued Decision No. 61225. Staff. the LDCs, and other interested 

to discuss various implementation issues. 

13. Decision No. 61225 contemplated the Freezing of the bank balance accrued under the 

, and the amortization of the under- or over-collection reflected in the 

s would enable the new PGA mechanism to begin with a hank balance of 

balance is necessary because interest will be applied to the new bank 

. but not the lrozen bank balance. 

12. As of I ebrua.ry 28,1999, the Cave Creek Division's ba ik balance is undercollected by 

13. In its filing Black Mountain proposes to amortize this bank bialance over a 24-month 

ization rate of $0.026 per therm. based upon projected annual sales of 

5,530,740 therms in 2000. This a m o h t i o n  rate would be applied to 

in which the Frozen bank balance is fully amortized, at which time 

nued. Any money remversd beyond that required to amortju: 

f 

frozen bank balance would be credited to the new bank balance. 

Decision No. 
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15. Given the changes I w i  made in the PGA mechanism, a p b - i n  could be needed to 

\ 
average PGA rate. To determine whether a pkx-in is aeecttd, it is necessary to compare the 

bills bq@bg 011 Junc I ,  1999, C0-u of the t d  cost of gas include the base cost 

gas, the PGA rate, and if applhble, a ItfuMi rate for the bank 4alance. 

16. Aphase4-ia woubibe ncamary ifdrere ~ 8 1 ; a  sizabiedifference b e e n  the current t ~ t a i  

17. The exad toaaf cost of gas fot June la will not be known until late May, when Black 

whether a phase-in is necessary, the February 1999 12- 18. Forthepmposeofdetmwmg . .  

13 cost of gas is expected to be sufficiently close to the June I" Itmonth cost of gas. Mack 

a's 12-month average cost of gas at the end of February 1999 is $0.2284 per therm for the 

19. me table beiow shows the current total cost of gas and the estimated total COSt of gas for 

17 1 *. 
18 

Lmted Cost of Gas For June 1" 
$0.27 per them 

22 

23 20. The esthmed change in the total cost of gas is a negative $0.0444 per them. Given thi: 

d l  *e and the f s t  that It is a reduction in the customer's billed rate, a phase-in is no 

1 
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