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these exceptions. 
FXXEB TERM c QNTWCTS: 

Citizens acres that price stability is one of the goals of the natural gas 

procurement process. Local distribution companies ("LDC'') should pursue longer 

:ern, fixed-price supply options, because this results in price stabiiity for the LDC 

tnd its customers. The proposed order acknowledges that the LDCs need the 

ssurance that they wiil have an opportunity to recover their prudently incurred 
ind reasonable gas commodity costs related to flxed price contracts. The 

anguage suggested by Staff', while correct, falls somewhat short of the 

ESsurance the LDC needs. Therefore, Citizens recommends that the following 
anguage t3c included in the Order: 

OCT 2 6 t998 -_- 
Proposed Order, page 2, lines 20-23. 
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RATE ADJUSTMENT; 

Staff has recommended that when a PGA bank balance is exceeded, the 

espective LDC must file for a PGA rate adjustment "within 45 daw of the 

nreshold beina exceeded. ...'I. From a practical perspective, it may not be 
rossible to complete the analysis necessary to make such a filing. Due to delays 

ypically encountered in receiving actual invoices and the analysis process, it 

tsuaily takes the LDC between 30 and 45 days after month end to prepare 

nfonnationaf filings. Therefore Citizens suggests that the following language be 

rdded to the Proposed Order? 

(1) file for a PGA rate adjustment within 45 days of completing 
tfre Monthly Bank Balance Exhibits that illustrate that the 
threshold has been exceeded. 

STAFF NOllEPI CATEON: 

Citizens believes that some additional language in Finding of Fact #11, part 

:2), would clarify the responsibility of the parties. Citizens suggests that the 

'allowing language be added3: 

(2) I f  option 2 is chosen, the Company should immediately contact 
Staff to discuss the reason@) why a PGA rate adjustment is not 
necessltry and provide Staff with written documenfatSon 
supporting such position. 

REST W'E; 
Citizens agrees with Staff's recommendation that interest should be applied 

to over- and under-collected bank balances incurred by Arizona LDCs using the 
new banded 12-month rolling average PGA mechanism. Staff has recommended 

that the Federal Reserve 3-month commercial paper rate should be applied. 

Page 3, lines 12-13. 
Proposed Order, page 3, lines 15-17. 
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31 1 B ~ c ~ u s ~  the  Federal Reserve commercial paper rates change frequently, Citizens 

requests further specificity and suggests the folilowing language4: 

3 
4 

5 

6 

The interest rate tu be applied is hmwdon the Federal Reserve 3- 
month commercial papet rate ~~~~~~~~~ dupjng *he last &ush?ss 

In conclusion, Citizens believes that its recommendations will clarifj the 

y d the ~~~~~~~@ f%puPt##@# ~~~~~' 

1 
responsibilities of the parries, and therefore, respectfully requests that the 
Commission incorpsrate them in its order. 
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9 RESPECfFULlY SUBMITT'ER this 26th day of October, 1998. 
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Original and ten copies filed this 
26th day of October, 1998, with: 

Docket Controi 
Arizona Corporation Cummission 
1200 West Washington 
Phoenix, Arizona 85007 

Proposed Order, page 5, line 17. 
29 Ij 

Senior Attorney 
Citizens Utilities Company 
2901 N. Central Avenue, Suite 1660 
Phoenix, Arizona 85012 
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&zona Corporation Commission 
200 West Washington 
'homix, Arizona 85007 
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- - BY THE COMMISSION: 

FINDINGS OF FACT 

3. To addrss gas 60s &e Commissioq in its decision on a reaxit Sotrthweor 

Gas- purchad gas adjustor (PGA) firinn (Dewion N m k  60735, March 23,1998), orded  

"that Staff establish a w o w  groq with S o u r x h q  the other Arizona Local Disaibutioc 

Company (tDCs), and other intcnstcd parties to work together KO explore possibic PGA 

mechanism design changes, including &e imposition of interest account balances and make 

recommendations such that the Commission can act QR those recommenciations no latct tba;a 
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Sovernber I ,  1998 " This decision also indicacec thar issues leading to the formation of this 

Lvorking group include :he volatiiiry of natural gas pr;lces. providing flc:ubi!ity to LDCs in the 

recoverj of their narurai gas COSLS, and &e possibi!ip- of developing more uniform PGA 

mechmisas for hrtzona LDCs. 

4. Anzona LDCs afftcted by ths proceeding mctude: Bagdad Copper Market, Black 

~lomtain Gas, Broken Bow Gas, Citizens Utilities, Duncan R d  Savice Corporation, Graham 

_County Utilities, and Southwest (3~. 

5 .  The: PGA Design Working Group met several times and a vanety of PGA and gas 

procurement related issues were discussed. The working group - was able - to come to agreement 

on a number of issues. 

6.  The Staff Report on Purchased Gas Adjutor Mechanisms ( S M  Report) 

incorporates a numDer of the working p u p ' s  recommendations as well as additional S& 

recommendations. The Stagrecommendations are as follows: 
- - - - 

The LoCs should pursue Ionger term, fixed price supply options as a viable 

option when tbey chcose which gas supplies to include in their supply pordolios. To provide the 

LDCS wh some level of assurancethat they VE~U h a .  an oppoaunityto recover tlicir pruciealy 

i n c d  and reason3ble gas commodity costs related to fixed price contracts, wtrife 

acknowledging the Cornmission's oversight of gas procurement dvities, &e Commission 

should adopt language such as the following: 

- 
- 

"As a general principle, subject to the circumstances &any specific matter: if a 
contract qpmd to be prudgt and reasonable at t&e time it was entered into, 
given market conditions and other relevant facton, the utility should be permitted 
an ~ppo&ty 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." 

8. 

- 

.- . .  . -  . .  
The Commission recognizes price stability as eue of the goals of the nanaat gas 

procurement process. 

9. The banded 12-rnonth roiling average mechanism, as described in Staffs report 

Decision N o - w ~ !  
should be adopted. 
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et as follows: 

B!ack Molmca:n Gas - Cave Creek Division s 150,900 
Black Mouiitain Gzs - Page Division 560,000 
Broken Bow Gas s 1 20,000 
Cinzens Ltilities - Xorrhern Aizona Gas Division 34,200,000 
Citizens L'tilitizs - Smta CW Division 15250,000 
Copper tLLar?<et $7,500 
Duncan Rurai Services $3 5,000 
Graham Cowry Utilities S 150,000 
sou&&= Gas f22,400,000 

If there is a sigmficant change in the 7 number of therms A d  annuaiiy by an LDC, it may 

be necessary to adjw the bank balance thresholds. If such a situation arises, the LDC or SEaff 

may initiate Commission review of the need to adjut &he threshold. - 
1 1. When the bank balance is exceeded the followkg procedure should be folIowed: 

Tht utility must either. 

1. 
I 

Fife for a PGA rate adjustment. within 45 days of completing the 
Monthiy Bank Balance Exhibits that iA€ustxatc that the m o l d  
has been exceeded, OR 

Contact Staff to dixuss why a PGA rate adjustment is not 
necessary at that time. 

2. 

~feption 2 is chosen, the company sfiou~ immediate& 
contact Staff to discuss the reason(s) wl-y a PGA rate 
adjustment is not necessq aud provide S t B  with written 
documentation s u p p o e  such posirion. If Staff agrees 
that a filing is not newssay, the Utilities f).vhion Director 
will noti@ the LDC in writing of such a fiding and will 
identify any further conditious. E the I,DC does not 
receive sucfi a letter within 30 &ys of the bank balance 
being exceeded, the LDC must 5le for a PGA rate 
adjustmmt within 45 days of the rhshold behg - -  exceeded 

This jiling would be acpecad to imp& a temporary charge or credit tbat wodd be 

added on to dx: ole-gohg rolling average cost of gas. The CTtdit or surcharge &odd have z 

delssite expiradon date. 

12. For d gas LDCS, &e PGA rate should be banded so that the new PGA rat4 

the preceding 12 months. To provide a simifar levti of flexibility to propane LDCs, rccognidng 

I Decision No.- 
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i j  

1 il :he C;g.;cr r.er3ge pncs aF propane, the baid shouic >e % . i 2  per :hem: for propme LDCs. 

I r  
13. - R e  4locthiy P6.A Ritport from each LDC should at a minimum contlin [he 

1 

2.  

Purchases - inctuding contract number, supplier, dollars, t h e m ,  s ~ p p l y  
basin (when availabie), transportation cam, and name of pipeline; 
Sdes - inciudmg number of customers, doliars, and therms by customer 
- class; 

?. Exchanged Gas (Account No. 806) - including doilars and thems; -. 

4. 

- -  debit was calculated; 
5 .  

6. 

Crcdits-md Debits to Bank Balance - should include a separate sheet or 
sheers which detail each credit and debit and show how tach credit and 

PGA roiling average calculation worksheet - this calcuIztion should 
include both commodity and transportation costs; and 
Person preparing report and telephone number 

- 

Monthly PGh - Repon Format: - 
I 

3 
4. 

Prwision of Invoices for Monthly pm;chaszS: 

Summary Sheet - see Appendix C ,  Exhibit A of the Staff Report; 

PGA rolling average calcMon worksheet - see Appendix C, Exhibit C; and 
Sheets showing &ts and debits calculations 

2 Sals  S ~ m m a r y  Sheet - ~ e e  Appendix C, Exhibit B; 

I 

LDCs !,hoUid provide a copy of all invoiccs for g-5 commodity and 
transportation purchasw with each monthly repoh LDCs should also 
include in each monthly report a copy of any receipts for other credits or ' 
charges to the PGA baak bdmia. B ~ ~ ~ u s c  of &t: we number of 
invoices Souihwest Gas has, thio rtqUirement should be waived for is - but 
it must havt &e anvoices avdabk for Ccunmissiori review. - - 

OthnRe~rtixlgIssUes: 

Filing Dau: - Monthly PGA R.cports &odd be fIlCd withia 2 months of the 
month that the report CQVCSS. For cx&iple, the rrpbrt fix January 1999 
&odd be filed by the Isst day ofMarch 1999. 

Rice Lag in 12-month rolling average - There should be uo more than 2 
rnouths b m  the last month nflectd in the 12-month average to the 
month to which the PGA rate is apphd. For example, the PGA rate for 
Match 1999 should reflect gas costs for Fzbru;uy 1998-January 1999. 

Decision 
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I I i  
14. The monthly PCA repon should also conform to &he Exhibits, with the 

understawtiryr that individual LMJs may work with Staff to include small report modifications, 
I 

I to meet h i r  reporring IltxAs. 

15. The existing PGA bank balance should be frozen at the time the new PGA 

mechanism is implemented. The &ozen bank balance would then be eliminated through a per 

t h m  surcharge or credit set over an appropriate period of time. The PGA surcharge would 

automatidy expire after the designated amortization period or when the combination of the 

remaining k z e n  balance and the new balance will zero out the remaining frozen balance, 

whichever comes sooner. 

I 

16. Each LDC should file for Commission approval of a rate to amortize the existing 

banlc balance, such that the amortization rate will be approved before the new 12-month banded 

rolling average PGA mechanisM is implmonted. Because the bank balance amortization rate 

will be approved before the new mechanism goes into place, there will probably be '1-2 months 

of over or under-collections from the old PGA rate that will not be accounted for when the 

amortiZation rate is set for the existing bank balance. Any over or under-collection during this 1- 

2 m u &  transition period should be accounted for by rolling it into the new bank txllance for &e 

12-month banded t dlhg average PGA mechanism. 

17. Interest should be applied b over and under-collected bank balances h c w d  by 

Arizoaa LlXs using the new banded 12-month rolling average PGA mechanism. The intenst 

rate to be applied is based on the non-fbancial3-month commercial papa rate for each month, 

co- in the FederaI Reserve StatiStcal Release, G-13, or its successor publication. fnterest 

&odd not be applied to the existing bank balances that are to be 6.ozen and mortized. 

18. LDCs must file tariff pages, report formats, and other information necessary to 

ttre new PGA mechsnism by January 31,1999. This filing should include a plan to 

edoccrte cwtomus anthe neviPGAmecbnh. 
I 19. ~n imp0rtan-t part of the implmmtation process will be transkoning fivm each 

LDC's axredy &&e PGA rate to each LDC's banded rolling average PGA rate. The design 

of the phase-in procedure should not be f b d h d  until the spring of 1999, when the) Commission 
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balance, she LDCs should rlso file far Commission approval of the phase-in procedures at rhat 
> 7  ’I :: 
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i .  i33agdad Copper hluket, Black Mountain Gas, Broken Bow Gas, Citizens Utiiities, 

D.~ncar! Rwal Semcz Corporation. Graham C o u n ~  t‘rilities, and Southwest Gas are *zona 

public service co~orations within the meaning of .&tick XV, Section 2, of the .Arizona 

2. Tine Commission b-as jurischction over the LDCs and over the subject maner of this 
I 

docket. 
! 

2. The Commission, having reviewed the Staff Report and StaEfs Memorandum, - 
dated October I9, 1998, concludes &at it is in the public inzWeSt /to approve Staffs 

I 

recommendations. I 
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- - - 
BY ORDER OF THE .1JRIZONA CORPORATION COi%L%USSION 

OF, I, JACK ROSE, Executive 
Secretary of the Arizona Corporarion Cormnission, have 
hereunto, set my hand and caused the official sea[ of this 
Commission to be afEixed at the Cap'ml, in the City of 

. - Phoeoix,this~oMdayd OY)- 1998. 
I' 4 
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