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The foliowing map shows the major flows of natural gas in the United States. 



To rdkct t h ~  changing cost of natural gas, Arizona LDCs have a PGA rate In their 
tariffs. The PGA rate i s  a per therm rate that is addled to the reguiar tariff rates and may mcrease 
or decrease &r: effective tariff rates. Most Arizona LDGs must fiie for Commission approval to 
make my adjustment to their PGA rate. An emq%ioni is Citizens Utilities, Northern Arizona 
Gas Division, whost: PGA rate adjusts a ~ ~ o ~ a ~ i c a ~ ~ ~ ~  based upon a rolling average of natural gas 
costs $or rhe most recent 12 month period. The difference between what the Z,DC collects from 
its ~~~0~~~ for fts nahrrnl gas casts and what the LDG: actt~ililly pays for natural gas s u ~ ~ l i e s  is 
calculated on ;a monthly basis and the resuiting under or over-collection is added to the LDCs 
PGA bank baiatnce. Typically, LDCs have filed for ay1 usment to their PGA rate when the 
bank hakmce becomes ~ i ~ i ~ ~ ~ ~ ~ y  under or ~ ~ ~ ~ € - c o ~ ~ e ~ t ~ ~ ,  The PCA rate is then adjusted 
~ ~ ~ a r ~  op d ~ ~ ~ w ~ ~  to attempt to eliminate the under or over-collection in the bank bsfmce. 
The table k b w  shows the current PGA bank balances for a11 Arizona LDCs, as welt as 1996 and 
$997 natural gas safes. 
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There are a wide variety of factors that affect the price of natural gas paid by Arizona 
end-t~sers and increase or decrease the volatility in the natural gas markets. The table below lists 
many of these factors. 

Factors Affecting Natural Gas Prices 
* Weather in producing and consuming regions - demand can fluctuate based upon a nuniber of’ 

I ’ weather factors including temperature, hurricanes in Gulf of Mexico, fiozen wells in praduction 

-4 I fields, and rainfall levels in hydro-electric production regions 

-----I [ Use of fiimeirl hedging, futures, swaps, and options - 
I --I_ Cu stmage availability/utibtioa 
\ Changing intentate pipeline capacity conditions - new construction, expansion of existing 1 

I-___ 
- - 

~ 

I 
___________ -- 

Gas procurement procedures and tbe reultinggas supply contract ---- structures --- 
___________II___- 

-- ---- --- 

j pipelines, changes in pipeline operations I_ 

t cas DredrrctioB costs 
________-- 

1 b e l  af investment by well owners in new and existing wells and exploration 

Vahe of the Canrdian dollar - a weak Canadian dollar encourages Canadian natural gas 
t i  producers to export more gas to the United States 

Natrrrat gas cost nroiertions 1 

---- --- ----- I- 
_I___-____I_I________I__ ----- --- I Short rad long term interest rates 

I 
L_-_- 

-I---_----- i 

-I__ ---I_--_ ~ I _ - - _  ~ 

-utility d&and for gas-fired generation - particularly summer air-conditioning 1 
! 

Given the large number of factors that influence natural gas prices, it appears likely that 
natural gas prices will continue to experience volatility. The PGA Design Working Cmup 
recognized that an important part of reducing voIati\ity in the price of natural gas is to address 
the ptocurement of gas by Arizona LDCs. If the price of the underlying commodity i s  highly 
volatile. it is difficult to design a E A  mechanism that will not flvw through that tolatility 
to the end-users. Therefore the working group felt that gas procurement issues muSf be 
considered m developing a comprehensive plan to redesign the PGA mechanisms of Arizona 
LDCS 

... . 
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CJmeralf~, it is accepted that purchasing gas on the spot market and through market index 
based contracts will result in the lowest cost of gas over the long term. However, the price paid 
for spot market related gas has historically shown significant volatility. The pursuit of the lowest 
cost price should be weighed against the economic impact on natural gas consumers of sizable 
gas price fluctuations. Another option is to purchase gas with longer term, fixed price contracts. 
This provides greater price stability, but may result in a higher long term cost of gas. When a 
natural gas consumer does not know whether the price of gas wilt change by 25 or 50 percent 
within a year, it is dillicult to set a budget for natural gas costs. The working goup disc& 
thrs issue and the possibiiity of purchasing at least some portion of the LDcs' supply porrfolios 
with longer term, fixed price contracts. Several LDC representatives indicated that they could 
purchase longer term, fixed price contracts for some or all of their baseload gas supply needs at 
virtuafly the same price as the projected spot market prices over the proposed period of the fmed 
price contract, However, an LDC purchasing all of its gas supplies through longer term, fixed 
price contracts would likely incur a significant premium over comparable spot market prices. 

Given these considemtiom, it appears that generally the best strategy to pursue would be 
to purchase some or all baseload gas supplies under longer term fixed price contracts and 
purchase other gas supplies using shorter term, spot market-based purchases. This will introduce 
some stability b the overall cost of gag for an L E ,  while not incurring a sizable premium over 
other low cost gas procurement strategies. The Commission should not mandate that a specific 
percentage of gas purchases be under longer term fixed price contracts, dw to the unique 
circumstances of each LDC. 

Some LDCs expressed a concern that if they entered into longer term fixed price 
contracts, the Commission could disallow gas costs in W e  p r d i n g s  if the price of spot 
market gas was cheaper than the fixed price contract during the contract's term. Other LDCs 
indicated that they have purchased gas through long term fixed price contracts for many years 
and the Commission has not disallowed their gas costs in the past. To provide the LDCs with 
m e  levei of assuranck that they will have an opportunity to recover their prudently incurred 
and reasonable gas commodity costs related to fixed price contracts, while acknowledging the 
Commission's oversight of gas procurement activities, the Commission could adopt language 
such as the following: 

"As a general pri iciplc, subject to the circumstances of any Spcv:ific matter: if a 
contract appearel: to be prudent and reasonable at the time it -*a entered into, 
given market coditions and other relevant factors, the utility should be permitted 
an opportunity to recover the gas costs associated with that contract. However? 
the Commission has the right to review all LDC gas purchases on a case by case 
basis." 

Additionally, the LDCs have a responsibility to procure the best portfolio of gas supplies 
for their customers. While price is an important factor in developing the best supply portfolio, 
there are other factors, including price stability, which should be considered as well. An inherent 
part of the gas procurement process is the management of risk to both the LDC and its 
custorners. An important aspect of risk management is to spread the risk out over a number of 
areas, so that a dramatic shift in one area, such as spot market natural gas prices, does not have as 

7 



t 



Possible Purchased Gas Adjustor Mechanism Designs 

Purchased gas costs have been in many ways across the cauntry. Generally 
LDCs pass gas ~081s through to the end..user on a dollar for dollat basis and do nat make a profit 
on the gas pmmremnt. Wowever, there are cases in recent yeats where some type of 
perfwmance-bsed mtmakhg has been implemented to aUow LDCs to share in the risk of &as 
pllrchasrtcosts,orthe LDC bas W itscost ofgas tixed and the: company bcars the risk ofh~lgher 
w hnmrgfascosts. But again, in most c~tses LDCs use some type of flow through mchmism 
that ~#llrrses plnchassd gas costs directly to the end uscts. The following section pvides  a 
number of possible PGA mechanism designs. 

Unher this d o ,  the LDC would no longer have a PGA mechanism. The cost of gas 
wouM be set Cfrrtingrate cases a d  therisk and b e n e f i t s  ofprice increases and decreases d d  
Be borne by the LDC. An example ofthis k the New York State Electric and Gas Corparatian, 
which vol\tntarily had its PGA mechstnism eWbWed. 

Proj: 
The LDC WOuId habe  a strong i n d v e  to minimize gas costs. 

0 Ed-usersw(ouM be pcotactedItimn natural gas price fluctuationsbetweenrate cases. 
e The regulaaary lag itssocid with many PGA nwehmkm wouM be eliminated (However, 

tbe regulatrrry lag could end up Being longer because changing the PGA rate as paat of a 
general rate Proceecting wouM likely take longer than a stand-alone PGA fi?ing). 

Under this soenario, the LDC would be tequired to file fop Commission approval of any 
cbmge in the PGA rate. The PGA rate d d  be changed outside of 8 lpneral rate proceeding. 
Themecslanism d inciudetriggermechmisms that Wrwldrquire some typeof sction when 
set OfI: such BS filing with the Commission. This type of mechrrnism is currently used by amst 
Arizona LDCS. 
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Pros: i 
The Commission reviews any changes to the PGA rate before they take effect. 
End- would be protected tkom natural gas price fluctuations between PGA rate change 

0 The price customers pay would tend to be closer to the market price of gas than if no PGA 
mechanism was in place. 

filings. 

Cons: 
Changesin the PGA ratetad to 1% behind the market and may not reflect tothe end user the 

The PGA rate changes are sharp and often larger than would result from some PGA 
rnechanisnr dfesigns that m c t  more quickly to price changes and spread the increase or 
decrease in the PGA rateover anumber dmonths. 
The LDC does not have as strong an incentive to minimize gas costs as it does under some 
ottter PGA mechanism designs. 

actual cost ofgats beingc3Xmmed. 

Regular Filing: for Commission Review of PGA Rate 

Under this scenario, there would b a process to set the PGA rate on a regular basis, such 
as annually. The type of p~clcess can be set up a number of ways but generally the LDCs would 
make a filing by a certain date and then the Commission would act on the filings so that the new 
PGA rate for each LDC c d d  be put into eff' on a certain date. 

h: 
* This mechanism design provides a consistent, established way of adjusting the PGA rate as 

well as revitwing gas procwement issues. 

corn: 
0 Sometimes the PGA rate would not need to be changed, but the review process w d d  still 

have to be Imdertaken, k d n g  to urmecessary administrative burden. 
e The PGA rate w d d  nr t adjust between reviews to reflect the chatngini price of gas. 

W i t  Rolling Average Gas Cost 

Ua&et this scenario, the PGA rate would simply be set based upon the average cost of 
natural gas over a given historic period of time. The PGA rate would adjust automatically, 
tracking the c h g e  in the average cost of &as. Each month the latest month of gas purchases 
would be #hied into the average and the oldest month would be dropped out of the average. The 
petiod of time could be set at a number of different intervals, including 1 month, 3 months, 6 
months, 12 months, and 2 years. This mechanism is similar to the mechanism currently used by 
Citizens Utilities' Northern Arizona Gas Division, where a 12-month rolling average is used. 



Given the seasonal variation in consumption levels (high in the winter and low in the 
summex) and the historically hi* winter gas costs, it is dif'€icult to use a rolling average for a 
period of less than 12 months. If a shorter period were used, the bank balance would have a 
strong tendency to be under-recovered For example, if a 3-month rolling average were used, the 
higher prices for winter gas would be applied to customers' lower we months during the spring 
and summer and the lower prices for summer gas would be applied to the high consumptiOn 
winter months. 

ProS: 

The changing price of gas is reflected on a more timely basis than many othex possible 
mechanisms and sends a price signal to customers that gas prices are rising ar falling. The 
price signal is shsrrper when a short period oftime isused, such as one month. 

0 Administrative burden is minimized because the LDC general& does not have to file with the 
Commis;sion for any change in PGA rates. 
The PGA rate is determined by a mechanical calculation that can be easily verified by both 
the LDC and the Cornmissim. 

corn: 
Without some type ofbanding of capping of the c h g e  in the rolling average gas cost, the 
LDC's cust~ners may experience large swings in the price of natural gas, possibly causing 
economic hardships. 

Banded Roilfng Average Gas Cost 

This scenario is a modification of the straight rolling average gas cost scenario. The 
change under the banded rolling average scei40 is that the fluchdon of the PGA rate during a 
given period is limited to it certain n m k  of cents per &am. This banding can he set up 
sereral. wa>s. One possibility is that a new band could be set up amdly ,  averaging the 
pre~ous yeds gas costs and allowing the PGA rate to fluctuate within $0.05 of the previous 
year's average gas cost. Another method WouMbe to require that the mw PGA rate in a given 
month cannot be mote tkan M.O7/thenn different than the PGA rate m any of the pitecedurg 12 
months. It is possible th;d dhe cost of gas could fluctuate more than the tanding allows the PGA 
rate to reflect. It is umct:ivable that over a period of time, this sihation could tesult in the bank 
balance developing a large over of under-collection. To address this potential probkm, the 
bandkg of the PGA rate s h d d  be accompanied by implement&ian of a bank balance threshold. 
If the threshold is exceeded on either the over or under-coliection side, the LDC would be 
required to artdress this bank balance through some type of action, such as a filing with the 
Commission. I 
Pros: 
0 This mechanism bstlances the need to send a price signal to the customer with the need to 

protect cuslcrmers fiom large changes in the prices they pay for natural gss. 
0 Administrative burden is minimized by limiting LDC filings with the Commission to rare 

circumstances where the cost of gas shows large and continued trends in one direction. 
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e The PGA rate is determined by a mechanical calculation that can be easily verified by both 
the LDC and the Commission. 

Cons. 
e This mechanism niay not send as clear of a price signal as the straight rolling average gas 

cost mechanism. 

The working group felt that the banded rolling average mechanism had merit and was 
worth pursuing. The group then held further discussions on some of the details of how the 
banded rolling average would be iniptahented. One issue to be addressed is at what level the 
threshold on the bank balance would be: set. Considerations include the financial impact on the 
LDCs of carrying a sizable bank balance and balancing the need to keep the bank balance fiorn 
getting too large with the need to minimize LDC PGA filings which might not be necessary. 
Given the large disparity in size of Arizona LDCs, it is reasonable that the threshold be based 
upon the size of the LEK. At the September 3, 1998 working group meeting, group members 
considercd a nwnber of possible thresholds, but agreed that the following thresholds should be 
adopted. 

If there is a significant change in the number of therms sold annwfly by an LDC, it may 
be necessary to adjust the bank balance thresholds. if such a situation 21-ises, the LDC or Staff 
may initiate Commission 1 eview of the need to adjust the threshold. 

The working groilJ recognized that setting threshold levels is Iby nature arbitrary and 
given experience ttith the above thresholds, it may be beneficial to modify them in the future. 
These thresholds were calculated by taking the average of 1996 and 1997 natural gas sales, in 
therms, and multiplying each LEK’S aversage sales number by $0.05 atnd then rounding the 
number off for simplicity’s sake. This methodology creates bank balance thresholds which are 
consistent on a per therm basis from LDC to LDC. 

The working group discussed the need for a filing if the bank balance thresfrotd i s  
exceeded. Some working group members wanted flexibility built into the mechanism so that 
they would not necessarily have to file for 8 PGA rate adjustment if the threshold was exceeded. 
For example, the threshold could be barely exceeded on the under-collected side and the trend in 
gas prices might indicate that the bank balance would probably go back within the threshold in 
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the! following months. If this was the cme it would be beneficial to have the flexibility to delay 
and very likely avoid the LDC having to make a PGA filing. The working group members 

that the foilowing procedure should be foflowed when the bank balance thmhoid is 
exceeded. 

"procsdurr: To Follow When Bank Balance Thresholds are Excxxded: 

The utility must either: 
1. 

2. 

File for a POA rate adjustment within 45 days of the threshold being 
exceeded, OR 
Ccnntact Staff to discuss why a PGA rate a d j d e n t  is not necessary at 
this time. 

If option 2 is chwm, the Company should imm-ly contact Staff to discuss 
the reasoru(s) why a PGA rate adjustment is not ntseessary. if S W  agrees that a 
filing is not uecesswy, the Utilities Division Director will noti@ the Lw3 in 
writing off such a finding and will identi@ any fitrther conditions. If the LDC 
does not receive such a letter Within 30 days of the 'bank balance thaeshofd bekg 
eXC the LDC mu& file for a PGA rate adjustment within 45 days of the 
threshold being ex&d" 

If an LDC were to file for a PGA rate adjustment as a result of the bank balance thredmld 
being exceeded, such a filing shouid have as its goal to bring the bank balance below the 
threshold to such an extent drat the LDC would not be likely to exceed the 
thmhdd in the i d &  firture. This filing would be expected to impwe a 
or credit that would be 

possibility of LDCs filing  uts si de of 
for a c h g e  in the PGA rate shod 
However, the group recognized that in me cirnunstances there might be 41 need for an 
f& for a PGA rate adjustnent even when the bank balance threshold is arot vioiaaed, 
they are not preciuded tiom making such a W g .  Befm making a filing outside of 
PGA mechanism m e c h i c  i, the LDC shoufd discvss the reaslon(s) fw such a filing with SM. 

tu the on-going rolling average cost of gas. 

&own above. The group 
now the p r d a  hid o 

The worlcing group also d i s c d  what method of banding should be used to rimit &e 

ing large swings in the PGA me 
much swbg in &e FGA m. If 

fiuctuatian in $lp: PGA rate that customers expxience on their 
PGA m e  has the effe3 of 
very tight, whicb would 
the bank balance wwId hnve a strong tendmcy to build up sizable over 
the price signal to the custmer would be I 
be M very Ioosely, in which c m  the ban 
in the PGA rate. A very loose banding would largely defeat the purpose of banding, which is to 
mute the large swings in the PGA rate. 

The banding of the PGA rate to be wt so til&* in most A fate 
*w will accurately track the 12-month 
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there are large changes in the cost of gas, the rate of change in the PGA rate should be moderated 
ng. The banding method selected should also be simple to administer and 

evaluate. Given these requirements, the banding method which should be applied is to limit the 
change in the PGA rate so that it is no more than $0.07 per therm different lthan the PGA rate in 
effect during any of the preceding 12 months. Given that an average residential MtNal gas rate 
is ruughSy $0.70 per them in Arizona, this banding would limit the change in the PGA rate 
within any 12 month lperiod to approximately 1 oo/o of the typical residential customer's bili. 

Typically propane prices in Arizona are higher than natural gas prices. While an average 
reSidential natural gas rate is rougbiy $O.'lO/tham, an average residential rate for propane is 
m@dy $1.20 per therm. To provide a similar level of flexibility to prqmne LDCs, the band 
&odd be $0.12 per thenm fop propane LMJs, rather thm $0.07 per them. This will dlow 
approximately II 10 percent annual swing in propme prices for residential customers of propane 
LDcs, the same as for residential natural gas customers. 

Historically she Commission has relied on historid test yam and historical gas costs ta 
set rates. At times the Commission has considered costs incurred after &e test year if they are 
h w n  and measurable. In some cases &e LDCs have purchased gas rmder contracts &ab have 
set terms slitclh as price and duration and tlhe Comissisn bas taken those costs mto 
c0d-m. The working group did not identie a way known future gas costs may be 
included in setting the current PGA rwte. Staff, the LWs and other interested parries can work 
tog&er in the *e to identify any possible wa3s that known fbture gas costs could be included 

rolling average mechanism. 



MmMyffiARepa#.tFonaat: 
1. S - v  - see A;ppfmdix C, Exhibit A; 
2. 
3. 
4. 

Sdm Sumnrary Sheet - sm Appendi# C, Exhibit B; 
PGA rolling werage d&~m worksheet - see Appendix. C, Exhibit C; and 
Sheets shomhg credits and debits eateulntions. 

ouler Reporting I-: I 
Filing Date - ~ ~ ~ l y  PGA Reports should br: filed within 2 mnths'of &e month the 
q m t  is far. For mwmpIe, the repart for January 1999 shoutd be filed by the last day of 
March 1999. 





Other Issues 

Treatment off Existing Bank Balances 

As the new banded rolling average PGA mechanism is irnpkmentd, the issue of how to 
treat the existing bank bai.laaces, which in some coises are quite large, needs to be addressed. The 
working %roup d i s c 4  this hisue and felt that a mwodle approach would be to freeze the 
t#mk balance ofeach LDG whea the new PGA mechanism is implemen&d. E k h  LDC w d d  

time. The PGA surcharge would 
dmenwarkwithstaffro 
anwrmtj;lr!thefmaenbank 
astoia&xiMy expire a h  rfie desi ion period or when the combinatcm of the 
remSining h a w  balance and the new balance will ze-0 out the remaining fkom balance, 
whichever comes sooner. 

inthePGAratei3 per thesrm s w m e  or credit to 

Each LDC should file fix Cormmission approval of B rate to amortize the existing bank 
balance, such that the amoatization rate will be approved befare the new 12 mmth banded rolling 
average PGA mecWsm is impiemented- &xsuse the bank balance annortizatiOn rate will be 
approved before the new mecbdlnism goes into place, there will probably be 1-2 months of over 
or under-collecfons fiorn the old PGA rate that will not be stcC0w)ted for when the amOrtiZation 
rate is set for the existing b;mrk batance. Any over or cmda-collection during this 1-2 month 
transition period rPhouId be gccounted for by rolling it into the new bank balance for the 12 
month banded rolling a v q e  PGA mechanism. 

A number of the LDCs have indicated that they would like to see interest applied to the 
PGA bank balance. Currently the CommisSion does not allow any LDCs to co lbt  interest on 
the PGA bank Mame. The workisrg group d i s c u s s e d  how other states tmrt interest on the PGA 

m e .  These appraaches include: not allowing interest, applying interest at the same 
intrlest rate to the bank Mance at all times, applying a higher inter:st rate when the bank 
balance is over-colIected, and applying interest on the under-recovered b:danee only to the extent 
that interest has already I- applied op1 over-nwov~ed balances. O n e  concern with applying 
interest is thrmt, depending upon how the W A  mechanism is set up, t i l :  LDC might have the 

if the FGA mechanism bang proposed in a s  report is adopted, the size of the bark balance 
would be determined by mechanical crtlculations which would be difficult to manipulate. 
Therefore the qsplicatian of interest is more fmible under the M e d  12 m t h  rolling average 
mechanism tian & some alternative PGA mechanisms. The application of interest would 
e o m ~ e  the party, whether the ratepayers (when over-collected) or the LDC (when under- 
Eollected), for the use of its money. The group noted that appkation of interest will also tend to 
increase the volatility of the PGA bank balance, because it incre;ases the over or uder-cokction 
of the tzank balance. The p u p  also discussed the possibility of beginning to apply interest only 
when the curtent over-collected and under-coll4eted bank balances are teroed out. Generarly the 
LDCs were in favor of applying interest to the PGA bank balance. 
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Gken the scope and nature of the proposal being put forwad in this report, Staff believes 
that interest should be applied to over and under-collected bank balances incurred by Arizona 
LDCs using the new banded It-month rolling average PCA mechanism. The interest rate to be 
applied i s  the Federal Resewe 3-month commercial paper rate. This monthly interest rate should 
be applied to the PGA bank balance at the beginning of each month. Interest should not be 
applied to the existing bank balances that are to be fiozen and amortized. As with many other 
aspects of the proposed PGA mechanism, the application of interest should be reviewed tn the 
future to determine if it should continue to be applied. 

Performance Based Ratemaking 

One weakness of traditional PGA mechanisms is that the LDC does not have a strong 
incentive to mirrimize gas costs because the LDC does not make a profit on the gas cost portion 
of the customer's bill. The introduction of performance-based ratemaking (PBR) to the gas 
procurepnent process can provide such an incentive to LXs .  PBR has been used in a number of 
other states, including California, where Pacific Gas and Electric and San Diego Gas and Electric 
operate under PBR mechanisms. 

The g d  of PBR is to introduce an economic incentive fbr the LIEC to perfom more 
efficiently in certain areas, in this case gas procurement. Experience in other states has shown 
that a major di~iculty with PBR is that it is a contentious and very time-consuming process to 
design a well thought out, effective PBR mechanism. A p r l y  designed PBR can give the LDE: 
unintended incentives to undertake certain actions and may have numerous unexpected 
cmsequmws. Generally a PER is designed so that the LDC would on average cover its costs 
and have the opportunity to earn a fair rate of return. The LDC's performance is typically 
compared to various pre-established hchmarks. Two examples of PBR are revenue cap 
regulation and price cap regulation. 

At this time, the Commission has not approved any PBR mechanisms for the gas 
procurement hct iot i  of Arizona LDCs and no Arimna LDCs have pro iosed the use of PBR in 
the course of this process Staff is willing to consider the implemmtatio~ I of PBR in the future, if 
it is in the be& interest ot Arimna consumers and LDCs. However, StaV believes that any PBR 
mechanism should be thtmughly evaluated befm it i s  put into place arid should be monitored 
after implementation to evaluate its impacts on natural &as Service hn the state of Arizona. 

Use of Financial Instruments to Reduce Price Volaaty 

otle approach used by various businesses to address price volatility is to employ financial 
instruments such 8s M e s .  In the gas industry, some LWs use New York Mercantile 
Exchange narural gas fiitrnes contracts. A fbtwes contract obligates the hoider to either buy or 
sell a gven quantity of natural gas at a specific pice and location st a specific date in the funue. 
Currently, Arizona LDCs do not use financial instrumcrrts. Use of financial instruments can be a 
complex process and may expose the LEX: to risks it would not othrrvr7se face. Nationally, there 
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have been a nuriiber of' cases where large corporations have lost signiticant amounts of mrortrj 
using financial instruments in recent years. If Arizona H X s  are to begin using financial 
muurnenis. the ramifications of such use should be carefully considered. If an Arizona L 
Mishes 20 use financial instnunents, the Commission should consider such requests, but should 
carefully study the potential impacts on the LDC and Arizoiia natural gas customers. 

The working group discussed the timing of the implementation of the new PGA 
mechanism and felt that it would be best to implement after the end of the heating season in the 
spring of 1999. Some LDCs Will also have to revise their billling systems. The group recognized 
that Staff and the LDCs will n to work out some of the details of implementing the new PGA 
mechanism after the Commission has approved it. It is expected that the working group will 
continue tu meet, to the extent necessary to address implementation details, after Commission 
approval nf the new PGA mechanism. Shown below is a timetable f ~ r  implementation of the 
new PGA mechanism. 

An important part of the implernentation process will be ~ ~ s i R ~ o n ~ ~ ~  from each LDe's 
cmently effective PGA rate to each LDC's banded rolling average PGA rate. Citizens Utilities I 
Nmhern Arizona Gas D vision currently employs a I2  month rolling average PGA rats, so its 
current PGA rate should ue very similar to the PGA rate it will have under the new mechanism. 
However, other Arizona f DCs currently have PGA rates that in some cases have k n  set years 
ago and may not accurate1 Y reflect the current 12 month average cost of zts. Without ~ ~ t t ~ e  type 
of phase-in procedure, the .e C Q U ~ ~  be a large swing in the PGA rate fron the existing PGA rate 
to the new i 2  month ro:iing average PGA rate. Due to this potential disparity between the 
existing PGA rate arid tke PGA rate based uipn the 12 month roilirig average, a phase-in 
procedure n& to be designed to transition to the I2 month rolling alterage PGA rate. An 
example of a possible procedure is as follows: 

The existing PGA rate would be the starting point for the new i 2  month rolling 
averpge PGA rate. In ;he first month the 12 month rolling avmage calculation is 
used, the PGA rate would be allowed to move up RO $0.02/therm from the existing 
PGA rate. In each following month , the PGA rate would be aHowed to move an 
additional ISO.OZtthm, up to the limit imposed by the banding mechanism. 

I9 
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The desijpyr of such a phase-in procedure wilt Be impacted by the levei of the current PGA 
rate and the level of the i2 month average cost of gas when the new PGA mechanism is 
implemented on June 1, 1999. The current PGA rate is known, but the 12 month average cost of 
gas to be applied in June 1999 obvioussiy will not be known until near that time. Given these 
circumstances, Staff believes that the design of the phasct-in procedure should not be finaiized 
until the spring of 1999, when the Commission and thc LDCs will have a better idea of the 
relationship between each LDC's current PGA rate and each LDGs 12 month rolling average gas 
cost. 

Given that the LDCs would be filing with the Commission in the spring of 1999 to 
apprwe the amortization rate for the existing bank balance, it would be useful to also have the 
Commission approve the phw-in procedlures at that time. lit is Staffs expectation that the PGA 
working goup will continue to discuss this issue and monitor the cost of gas through the winter 
of 1998-99 and should be able to design a suitable phase-in procedure. 

BWng and Rate Design Issues 

The working group discussed a number of billing issues including the use of levelized 
biiling. Levelized billing programs can be designed in a number of different ways, but the 
general goal is to balance the customer's high bill months with the customer's low bill months 
and charge the clust.omer approximately the same size monthly bill all year round. Levelized 
billing is another option that can help alleviate price volatility for the customer. LDCs indicated 
that current customer participation in levelized billing progrms is 'low. Some states have seen 
much higher participation riita. such as klinnesotai where a majority of naturd gas custopners 
participate in tevelized billing. Given the relatively low consumption rates of Arizona natural 
gas customers, it is expected that a lower percentage of customers would participate in levelized 
billing. However, as pan of a comprehensive plan to address gas costs in Arizona, the LDcs 
should encourage cus~onm participation in levelized billing. Additionally, LDCs should 
consider 0 t h  billing and mte design options that would address the problem of price vokitility. 

Southwest Gas indit.:& that it currently bills customers on a prcrated basis. Prorated 
billing means that when the customer is billed part way through the eunent montfi, the customer 
pays the effective rate for t t  e previous month on usage during the portion c i F  the billing period in 
the previous month and the &kctive rate for the cment month on wage during the portion of the 
billing period in the current month. Historically this has not beem a major issue, because the 
PGA rate has not adjusted on a monthly basi3, but only when the Commission approved a PGA 
rate adjustment. WQW~MX, unk  the banded 12 month rolling average PGA mechanism the 
FGA rate changes each month, increasing the complexity of the billing. Southwest has indicated 
that its billing qystem, as currently configured, if; unable to bill customers with the new PGA 
mechanism in pl.ace. Southwest has requested that it no longer bill on a prorated basis. Instead, 
each month the effective PGA rate would be applied to all usage billed daring that month. FOP 
e m p i e ,  if the rolling average PGA rate fw October pes into effect October 1, all customers 
billed or after October 1 would be billed using the October FGA rate, uti1 the beginning of 
November, when the new rolling average PGA rate for November would be applied. 



- _ .  

A shift fiorn prorated billing should not have a noticeable impact on customer bills during 
the month the change would take place. Additionally, a move away from prorated billing should 
actually simplify billing procedures for Southwest Gas. Southwest Gas should no longer use 
prorated billing when the new PGA meGhanism goes into effect and rate changes should be 
applied to all usage on bills rendered on or after the effective date of the change. If LDCs 
discover additional billing issues that need to be d&esse$ they should work with Staff to 
address &me issues. 

Treatment ob Copper Ma 

Copper Marker is a small propane system located in Bagdad, Arizona. It is a wfiolfy 
owned subsidiary of C p  Climax Meals Company (Cyprus), which owns and operates the 
mine at Bagdad. Copper Market is less than one-fourth the size of the next largest LDC, based 
upon aruiuai sales volume. Cyprus also owns the town of Bagdad, operates the propane 
distribution systcm as a fringe benefit to its employees, and has indicated in past proceedings 
(Decision No. 57991, August 26, 1992) as well as recent discussions that it does not intend to 
make a profit off of the system. 

Copper Market's PGA bank balance is under-collected by 51 13,720 as of June 30, 1998. 
For the size of Cspper Market, its PGA bank balance is by far the most under-collected PCA 
bank balance of any Arizona LDC. 

Copper Market has indicated tkat it believes that its unique circumstances and mall size 
warraot different treatment than the larger LDCs receive. While in g e n d  Staff believes &at it 
would be beneficial fw the same PGA meohanism to be appiied to all LDCs in Arizona, Staff 
agrees that a different PGA approach may be warranted in Copper I\llarket's case. However, 
Staff believes that Copper Market's large under-collection must be addressed. Having 
considered this situation, Staffrecommends that: 

Copper Market must have a PGA mechanism plan in place to ad- phe under- 
collected bank ba awe, including possibly the parent company Writing off the 
under-cwllected b;i& balance, by July I, 1999. Such a plan shoitd be approved 
by Staff. If such a plan is in place by July I ,  1999, Copper Market will be 
exempted fioin all other requirements of this order. If such a plan is not in place 
by July 1, 1999, Copper Market must implement the same PGA mechanism and 
meet the m e  rquirements as the other Arizona LDCs under this order. 

The working group recognized that a change in the PGA niechanism wilt impact 
custonrer bills, and customers will likely have questions regarding the changes to their bill. The 
LWs will need to educate their customem about the changes in the PGA mechanism. Staff, the 
LDCs and other interested parties should work together to address the need for wstomer 



education. As part of the LDCs' January 3 I 1999 filing, the LDCs should include a proposal for 
edwting their customers about the new PGA mechanism. 

Tarif€ and PuMEphbg of PGA Rates 

Some LEKS currently have specific tariff pages fbat set forth the W l s  of their FGA 
mechanism d o r  the PGA rate currenDly charged by the LDC. It would be beneficial to have all 
LDCs file tariff pages d u g  €OF& the basic details of their PGA mechanism and the cwl.ently 
effective PGA rate. Staffand the LDCs Mwld work out the details of the tariff filings. 

One c- representative indicated that it would be helplid for the ament PGA rate 
infonnatilon to be avaihble to customeas, particularly cammercial and kd&d custamers, to 
heSp them make purchasii decisions. Currently the M A  rate is available in the tariff books zit 
the Gomission, but this is difficult for many people to access. One possibility considered by 
the group would1 be to publish the current PGA rates on the individual LDC websites or the 
Gonunission webite. This would make the PGA infmation much more accessible to gas 
customxs statwide. Staff and the LDCs will investigate the possibility of publishing PGA rates 
on their websites and, if feasible, wil1 plllrsue implementation. 



Summary OF Staff Findings and Recommendations 

The PGA mechanisms currently used by Arizona L5Cs should be revised to provide 
greslter price stability to customers while also sending a price signal ta the customer. The prict: 
fluctxlations experienced by m y  Arizona customers in recent years were caused by a n m k  d 
factors including: the &nee of some LWs on spot market-related gas purchasing 
strategies and the substantial increase in the cost of gas h m  the San Juan basin due to increasing 
interstate pipelhe capabilities to send San luan basin gas to eastern markets. 

The extneme run up in spot mdcet gas prices in the 1996-1997 winter season was d;so 
dw to a n m k  of national. f d r s  including low levels and sevmal montfrs of Cot 
than normal Wfather. Imlikely that 

ffabctuation in rmhual gas prices. However, a balanced that *s 

gas spot market prices mntilpue to exhibit volatility. Short of 
dl natural gas supplies under fixed price c~ltr~~fs, it is difficult to avoid at I 

procuremetlt and the P6A mechanism mechanics, can m e price swings experienced by 
natural gas custcDMefs. The Commission should adopt the following set of recm-ofls to 
address the needs of ?he LlDCs and natural gas customers in Arizona. 

Gas Procurement 

1. The LDCs should pursue longer term, ked price supply options as a viable @on w 
choose which gas suppfies to include in their supply @olios, To 
some levei of assurance thst they will have an ~~j~ to raxwer 
and d i e  gas commodity costs related to fixed price 
the Commission's o.rersight of gas procurement activities, 
8anguqz~ such 8s the fokwhg: 

2. The Commission recognkzes price stability as one of the goals sf the naturat gas procuremienz. 
process. 

3. The h d e d  12-month rolling average mechanism, m 
adgfted. 

2 



4. The bank balance tiu&olds &odd be set as follows: 

Black Mom&in Gas - Cave Creek Division 
Black Mountain Gas - Page Division 
Broken Bow Gas 
Citizens Utilities - Northern at.izona Gas Division 
Citizens Utilities - h t a  Cruz Division 
Copper Market 
DmmRural  Services 
orahsrm County Utilities 
Southwest Gas 

$180,000 
$6o,ooo 

$ 120,m 
$4,200,000 

$250,000 
$7,500 
$35,000 

$150,OOO 
%22,400,1)00 

If  there is a silpnificant change in the number of therms sold annually by an LDC, it may be 
rmecessary to adjust the bank batawe dnrsholds. Ifsuctr a situation arises, &e LDC or Staff may 
initiate Commilssion review ofthe nml to adjust the thre&ol& 

5. When the bank balance: is exceeded, the following piwedwe should be followed: 

1. 

2. 

File for a PGA rate adjustment within 45 days  of the threshold being 
exwded, OR 
Cantact Sbff to discuss why a PGA rate adjustment is not necessary at 
that time. 

I f  option 2 is chosen, the Company should immediately contact Staff to discuss 
the reason@) why 8 PGA rate adjustment is not necessary. If  S W  agrees that a 
filing is not neem, the Utilities Division Director will notify the LEE in 
writing of such a finslling and will identi& any further con&tiw~s. If the LM: 
does nst reoeive such a ierter within 30 days of the bank Wmce being exceeded, 
the LDC m W  file for a PGA We adjustment within 45 days of the Id 
beingex- 

This filing w& be expected to impose a l%zmpmy charge or crcedit ttat would be added on to 

expirationw. 
the on-going rolling a.cemge cost of gas. The credit or surcharge should have a definite 

6. For natural gas LDCs the PGA ntte should be banded so that the new PGA rate for a month is 
wmme than $0.07 pertham diffmt than the PGA rate in effect during my oftbe 

12 months. To provide a similar level of flexibility to propane LWs, recognizing 
e price of prolpane, the bourd should be $0.12 per t a m  for propatle LDCs, 
perthem. 



Reporting Requirements 

7. The Monthly PGA Report from each LM3 should at a minimum contain the following: 
1. Purchases - including contract number, supplier, dollars, thams, supply basin (when 

available), transportation costs, and name of pipeline; 
2. Sales - including number of customers, dollars, and therms by customer class; 
3. Exchanged Gas (Account No. 806) - including dollsus and therms; 
4. Credits and Debits to Bank Balance - should include a separate sheet or sheets which 

detail each credit and debit and show how each credit and debit was calculated, 
5. PGA rolling average calculation worksheet - this calculation should include both 

conmdity and transportation costs; and 
6. Person preparing report and telephone number. 

Monthly PGA Report Format: 
1. Summary Sheet - see Appendix C, Exhibit A; 
2. Sales S u m w  Sheet .. see Appendix C, Exhibit B; 
3. PGA rolling average calcdation worksheet - see Appendix C, Exhibit C; and 
4. Shenets showing credits and debits calculations. 

Provision of Invoices for Monthly Purchases: 
LDCs should provide a copy of all invoices for gas commodity and transportation 
purchases with each monthly report. L K s  should also include in each monthly report a 
copy of any receipts For other credits or charges to the PGA bank balance. %awe- of the 
large number of invoices Southwest Gas has, this requirement should be waived for it, 
bu  they must have the invoices available for Commission review. 

other Reporting Issues: 
Filing Date - Mi n&fy PGA Reports should be filed within 2 months of the month that the 
r-rt covers. I- cir example, the report for January 1999 should be filed by the last day of 
March 1999. 

Price Lag in I t r imnth  rolling average - there should be no mor$* than 2 months from the 
last month rrtflec tsd in the 12-month average to the month to which the PGA rate is 
applied. For example, the PGA rate for March 1999 should reflect gas costs for 
February, 1998-Jmuary, 1999. 

8. f ie  monthly PGA report should also conform to the three Exhibits, with the understanding 
that individual LQCs may work with Staff to include small report modifications, to meet 
their repoiting needs. 
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Treatment of Exhting Bank Badances 

9. The existin@ PGA bank balance should be firom at the time the new PGA mechanism is 
implemcmtaf. The frozen bank balance would then be eliminated through a pe" t b m  
surcharge or credit set over an appropriate period of time. The PGA surcharge would 
automatically expire altet the designated amortization Mod or w h  tlte combination of tlte 
remaining koztm Mawe and the new balance win am out the remaining h z e n  balance, 
whichever comes sooner. 

10. Each LDG &odd file for Comnissiion approval of a rate to amortize the existist 
balance, suirh tfiat the amortimion rate will \H: appMlnred before the new 12 mn& 
rolling avensge PGA mechanism is implemented. Becaw the bank balan 
rate w i U  be approved before the new mechanism goes into place, there will 

of over or under-collections from &e old PGA rate that will riot be aocoun&d for 
when the mortizatim rate is set for the existing bank balance. Any over or under-collection 
during this 1-2 month transition period should be accounted for by rolling it into the new 
bank b s l h  for the 12 month banded rolling average PEA mechanism. 

Interest an the Bank Balance 

1 1. Interest should be applied to over and Under-eOIlected bank balances incurred by Arizona 
LDCs using the new banded 12-month rolling average PGA mechaaism. The int 
be applied is the Federal Reserve 3-month axaiercial paper mte. Merest should not 
applied to the existing bank balances that are tu be Frozen and amortized. 

fwrplementuii'n Ofthe New PGA Mechanism 

12. LIMls must file tariff pages, report formats, and other information necesary to impiement 
bme new €%A mechmsm by January 31,1999. This filing should i~ t:lude a pian to educate 
cuszomers on the new PGA mechanism 

i 

1 3 . h  importdurt part of the i m p l ~ ~ ~ t j ~  process will be tmsitiorting fiom each LDcs 
e PGA rate to each LIpc's bmded rolling average PGA me. 

h e  LDGs will have a 
in pmcdure should not the Mug of 1999, 

relationship between esc 
current PGA rsltes and each LDC's 12 fMHtth tolling werage gas cost. Given that the L X s  
would be filing with the Commission in &e spring QF 19!49 bo W v e  the horthtim rate 

exirsttng bank bdance, the LcEcs should also file far Commission! 
In proceclures at h r  time. 

14. TRe new PGA mechanism and resultant PGA rates s h d d  take effect heginning June I ,  1999. 

26 





The following orgzinizations and individuals attended one or more meetings of the Purchased 
Ges Adjustor Design working group. 

Pat Kecne 

Rcic 
eking, Roger Mordgomery, Jaime Kanirrz 

Working group meetings were held on the following dates: 
August 1 1, t 9918 
September 3. I998 



APPENDIX B. Recent History of Arizona Gas LDCs' PGA Rates 

1. Black Mountain Gas Compcrny 
Page Division 
PGA Rate (per therm) Decision Number, Date Date EfTective f 

June 1,1988 
January 1,1989 
June 1.1991 
October 1, 1992 

($0.3939) 55526,4123187 
$0 56202, 11/16/88 
$0.05 57397,6/6/91 mr------------ 58038, 10/7/92 
Note: As ques ted  by the Company, from January I ,  1991 to October 1,1992 Black Mountain's 
shareholders absorbed S0.08 per them for gas costs and from October 1, I992 to the present 
time. Black Mountain's sheholders have absorbed $0.04 per therm for gas costs. as requested 
by the Company. 

I 

Cave Creek DWiioa 
PGA Rate (per therm) Date ERective 4 
($0.15) 55527,4123187 June 1,1988 * 
$0.05 56201, 11/16/88 January 1, 1989 

($0.05) 58038. 10/7/92 October 1. 1992 1 

1 Decision Number, Date 
1 

$0 57397,616191 J u n x .  1991 - 

2. Broke# Bow Gas Company 

$0.01 15 I 55331, 12/17/86 December 17.1986 I 
$0.2570 56783, 1 !3 1 I90 January 31,1990 t 
$0.01 15 56863,4/4/90 April4.1990 1 
$0.12 t 5 57166. 11/28/90 I November 28.1990 I 
($0.0568) _ _  57293.317191 1 March 7. 1991 1 
$0.1oOo-- 57694, 1/8/92 January 8.1992 
$0.00 57780,4/ f /92 April 1. 1992 

I 58465, 11/25/93 $0.1 100 
58587.4m4 April 6,1994 $0.0200 

$0.0708 59523.2121/96 -. February 21.1996 
f $0.00 (see Note) 60383, -- $/29/9? August 29.1997 
Note: A tempo% surcharge of $0.061 1 per therm was put into effect in decision Number 
60383 until the balance of $147.968 has been collected. 

1 PGA Rate (per therm) I Decision Number, Date Date Eflkctive t - 

I 
I 
i 

November 26,1993 I --- - -- 
-- 

3. Coppet Market, Inc. 
PCiA Rate (per cubic foot) [ Decision Number. Date 

1 57991,8/26/92 
1 58731.8/10/94 

Note: Copper Market's PGA mechanism was established in becisioii Number 57991 (August 26. 
1992). Beforc this decision. Copper Market's tariff rate wits its gas cost, plus 10 percent. 



4. Citizens Utilities Conpuny 

1 

i 
Santa Caw Division -- 
Fuel Adjustor Rate 1 Decision Number.-Date - -/-Effective 

-- ---A- -.-- ~- I-- ($0.09170) per therm 1 55535.4/23/87 ----- 

Northern Arizona Division --- -- 
Date Effective 

--- 

580 i 5.911 5/92 

591 20.6/8/95 
58420,9/30/93 - 

--- 
I 44194 1 1  1 3 W Q C  

I $0.1400 
1 $0.1428 

----a I- _- 
6/29/98 

--- 
Note: On December 2, 1991. the Commission approtGd-t-the acquisition of Southern Union Gas 
by Citixns Utilities Company (Decision Number 57647). In Decision Nitmkr 59399 
(November 28, 1995). the Commission authorized Chiam to change its PGA mechanism to 
include a 12-month rolling average cost of gas. which adjusts automaticalty each month. 



5. Duncan R w d  Services Corporatioti 
PGA Rate Decision Number, Date Date Effective 
$0.6575 per MCF 55200,9/18/86 October I. 1986 
$0.7575 per MCF 55418,2/12/87 February 12,1987 
$1.1720 per MCF 56024,6/29/88 July 1, 1988 
SI .4745 per MCF 56165,10/13/88 November 1,1988 1 $1.9790 per MCF 56323,1/26/89 February I, 1989 

1 $1 -4721 wr MCF I 57099.911 9/90 October I ,  1990 
I .I 

$0.7349 &r MCF 1 57319,4/3/91 I April 1, 1991 
$0.091 6 per MCF I 57926,7/2/92 August 1,1992 
$0.0122 per them 58356,7/23/93 I August 1.1993 
($0.02325) per therm 59539,2/2 1/96 f ,Evl~~h 1.1996 
Nore: Duncan Rural Services Corporation was formed on September 15,1988 to acquire gas and 
water assets of General Utilities, Inc. DRSC has the same board of directors as Duncan Valley 
Electtic Cooperative. In Decision Number 56660 (October 25,19891, the Commission approved 
the! transfer of assets and the CC&N from General Utilities to DRSC. 

I 

d Groifram Corn9 Utilities 
PGA Rat&? Decision humbcr, Date f Date Effixtive -1 
$0.6575 per MCF 55200,9/18/86 October 1. 1986 
$0.7575 per MCF 55418,2/12/87 February 12,1987 
51.1720perMCF 1 56024,6/29/88 July 1, 1988 I 

$1 -4745 per MCF 56165, 10/13/88 November I. 1988 
56323, f/26/89 1 February 1.1989 
56885,4/26/90 I May 1,1990 $0.9578 per MCF 

$0.3OS per MCF 57350.5/1/91 May 1, 1991 
($0.144) per MCF i 58437. 10118193 November 1.1993 
($0.01 193) pcr them 59364, 11/1/95 November 1,1995 
($0.002854) per therm 60472,11/25/97 December 1. 1997 
Note 1: Grztham County Utilities was formed on February 14.1989 to &=quire the Graham 
Counry gas operations of General Utilities. lnc. and the water operations of City Utilities 
Company. GCtI has the same board of directors as Graham County Electric Cooperative. In 
Decision Number 55660 (October 25,1989), the Commission approved the transfer of assets and 
CC&Ns ftorr, General Utilities and City Utilities to GCU. 

-- 

%r.93()0pt~ MCF I 

- 



Southwest Gas' PGA surcharge cmntly inciudes four separate components for: 
1. Amortization of the balance of the gas cost balancing account (GCBA). 
2. Gas cost adjustments. 
3. Recovery of Low Income Rate Assistance (LIRA) program costs 
4. Recovery of Demand-side Management (DSM) costs 
%me of these mmponents are only assessed to certain rate classes. 

Until recently, Southwest had separate Central and Soutbem Divisions and at rimes certain 
components of the surcharge differ4 between Divisions. The DSM cost recovery component 
was created by the Commission in Decision Number 60352 (August 29,1997). 

Dsaision NoanbPrr 57075 
Dote of Ddsion August 31, I 9 9 0  
Date Efktive August 31,1990 
GCBA Amortization Rate 1 Gas Cost Adjustment LIRA Cost Recovery 
($0.02949) 10 0 
Residentid Surcharge: ($O.02%$9) per therm \ 

Dt4.isloa NrrHtftcr 57187 
Date egf)ecisioa December 20,1990 
DateEiYeetive Jan- 2 , 1 9 9 1  

1 Gas Cost Adjustment f LIRA Cost Recoveq 
y$x&zaadte I 0' 10 

Residential Surcharge: $0.00949) 

Deeisi Number 573($8 
Date d k h i o n  June is, 1W1 
DPIteEffwtirC J u n e 6  1991 
GCBA Amortization Rate f Gas Cost Adjustment LIRA- Cost Recovery 
($0.8094.9) 10 0 
Residential Surcharge: ($0.001 36) per therm 
Note: Some rate classes (including the residential class) are assessed a charge of SO.oO8l3 per 
therm far thr Take or Pay Surcharge. (Mer rate classes are assessed a charge of $0.00706 per 
therm for the Take or Pay Surcharge. 

I 



&&ha Number 57927 

hte:  This Decisbn al10wd Southwest to impose a two month swcbarge of $0.00661 per them 
on  no^^^^^^ CUS~QRWS in the Central Division to recuver Bixco related costs. 

Nu-r 57943 
Bate sf IktoiisJolr July 6,1992 

Note: Some rate cl& (including the residential class) are assessed a charge of W.OOS13 per 
& e m  for rfxe Take or Pay Surcharge. other rate classes are assessed a charge of $O.OO7O6 per 
thenn fit the Take or Pay Sumbarge. 



t 60352 
August 29,1997 

&#& ERf"*e September f, 1997 
GCBA Amortization Rate I Gas Cost Adjustment LIRA Cost Recovery 

Note: This Decision cml&M tbe Southern and Central Division rate classes. 1 In the Central 
Oivision &e SEaUthern Division's LIRA rate of $0.001 62 per them repked the current $0.00 126 
per therm LfRA rate. l l w ~ & m  the residential surcharge in the Central Division went kom 
($O.Wl3) per therm to- ($0.03977) per therm. 

1 ($0.01527) $Q.OQ162 I 
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EXHtBlT A 

BANK fAACANCE FORMAT 1 
MONTH OF 

EXHIBIT 8. LIN€ 20) 
TATION COSTS (€XHIBIT B, LiNE 21) 

4 TOTAL COST TO BE RECOVERED (1+2+3) 

5 
6 

SALES - M E W  (EXHIBIT 5, LINE 6) 
BASE PERIOD FUEL COST PER THERM 

7 AhffouNT RECOVERED BY BASE PERfOD GAS CO$T's (5 X 6) 

$ 

8 SALES - THERMS (EXWIT 8, LNE 6) 
9 RC"G AW.RAG€ PGA4XR THEW (EXHgBK C. LiNE 15) 8 

10 AMT. RECWERED FROM ROUING AVG (8 X 9) s 
11 TOTAL AMOUNT RECOVERED Q' + IO} 

52 ADJUSTMENTS (PLEASE ATTACH EXHIBIT) 

t3 uKIM7wLY SUBTOTAL (&$I+ OR - P2) 

$ 

A b 

si 

14 MONTHLY INTEREST (PLEASE AITACX EXHlt3JT) A $ 



COMPANY M E  
PREPARER'S M E  
PHONE NO. 

EXHIBIT 0 

SALES - PURCHASES DATA 
MONTH OF 

SALES (THERMS) 
w 

1 
2 
3 
4 
5 
6 

7 
8 
9 
10 
11 
12 

13 
14 
15 
16 
17 
18 

19 

20 

21 

RESIOENTIAL 
COMMRCIAL 
INOU%rniAL 
IRRIGATION 
MUNIC1 PACITY 

TOTAL SALES (THERMS) 

SALES (DOLLARS) 
RESIDENTIAL 
COMMERCIAL 
INDUSTRIAL 
IRRIGATION 
MUNICIPAL ITY 

TOTAL SALES 
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