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Ray Williamson, Acting Director 21999

Utilities Division M ‘
Anzona Corporation Commission : I / pj/
1200 West Washington -y
Phoemix, AZ 85007 '

Re:  In The Matter of Commission Examination of Local Distribution Company
Purchased Gas Adjuster Mechanisms, Docket No. G-00000C-98-(568 and
Decision No. 61225

Dear Mr. Williamson:

In compliance with the Order in Decision, No. 61225, Black Mountain Gas {*"BMG"), a division
of Northemn States Powsr Company - Gas Utility, respectfully submits to the Arizona
Corporation Commission (*ACC™) the amortization rate of the under-recovercd PGA bank
account and the proposed procedures for implementing the new PGA mechanism for Cave
Creek. Black Mountain Gas also requests ACC approval to suspend implementing any PGA

changes for Page customers until resolution of the proposed rate reducnon, Docket No.
G-03493A-98-0705.

The PGA bank balance !or Cave Creek as of February 28, 1999, was $ 276,762, In order to
collect this balance over a two year period, a positive fuel adjustor of $0.026 per therm is
proposed (see Schedule 1 ) The current fuel adjustor of $0.0288 was approved in Decision No.
61224 on Ociober 30, 198. Although BMG is not requesting a change 1) the Page fuel adjustor
at this time, the bank bals 1ce as of February 28, 1999 for Page was § 149.424.

Schedule 2 contains the PGA rolling average calculation worksheet for Cave Creek with actual
gas cost and sales information through February 1999. Transportation costs are included with
commodity costs because these costs are not stated separately on all Black Mountain Gas bills.
Since the PGA rolling average per therm is expected to be within the $0.07 bandwidth
established for natural gas LDC’s, the Company proposes to use the actual calculated PGA on
June 1, 1999 and not use a phase-in procedure.

Schedule 3 includes the proposcd customer education plan that Black Mountain Gas will use to
inform customers of the PGA change.




Ray Williamson, Acting Director
Apsil 12, 1999
Page 2

Black Mountain Gas believes the supplied information fuifills the compliance requirements.
Please direct any questions regarding this filing to Ms. Jamie Seitz at 651-229-2523.

Respectfully submitted,
Ow C. ;‘:.y(/é‘.\. (1)

Dennis C. Fulton, Director
Gas Finance, Rates and Planning

cc:  Dacket Control (Original plus 10 copies)
Paul Bultis, Legal Division (w/enclosures)

PHUTBERGA47131.1/67817.202
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Black Mountain Gas Company

Cave Creek Division

Budgeted Therms - 1999
Budgeted Therms - 2000

Total Therms 1999 through 2000

Under-collected PGA as of February 28, 1999

PGA increase required

Under-collected PGA as of F'ebruary 28, 1999

4977490 (A)
5,530,740 (8)

10,508,230 (C) = (A) + (B)

$

s

S

276,762 (©)

0.026 (OY(C)

149,424

Schedule 1
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Black Mountain Gas Company ; Schedule 3
Decision No. 61225 ‘

Customer Education
) Natural gas companies in Arizona purchase natural gas supplies from supply basins in
- 1} New Mexico and Texas to meet their customers” encrgy needs. Natural gas is shipped over
2 intersiate pipelines and delivered onto the local natural gas company’s system to distribute to

Arizona customers. The price which local natursl gas companies pay for natural gas can vary

- significantly from month to month and from year to year. To avoid filing for rate changes every

4 time the cost of natural gas changes, natural gas companies have an accounting mechanism called
a purchase gas adjustor (PGA). This mechanism allows natural gas companies to pass through to
their customers the cost of natural gas supplies, subject to review by the Arizona Corporation
Commission (ACC), the state agency which regulates utility companies. A PGA rate is added
onto the basic rate the customer is charged per therm. The PGA rate may be a surcharge or a
credit, depending upoa the changing cost of natural gas.

In recent years natural gas prices have been volatile and the ACC has received numerous
complaints from customers who have soen their bills vary dramatically on a monthly and/or
anrmal basis. In response to these customer concerns, the ACC investigated the PGA mechanism
used by Arizona nstural gas companies. The ACC concluded that changes should be made to the
PGA mechanisms used by Arizons natural gas compenies. The revisions to the PGA.
mechanisms will not change the actual cost of gas passed through to Arizona customers, but will
attempt to reduce the volatility seen by Arizona customers on their monthly bxuls

Major features of the new PGA mechanism are as follows: §

11 The PGA raie will change monthly,

21 The monthly PGA rate will be calculated based on the average cost of natural gas
paid by the local natural gas company in the most recent twel ve (12) month period,

31 The PGA ratc will be banded, so that it cannot change more than $0.07 per therm
($0.12 per therm for propane) during any twelve (12) month period, and

41 The new PGA mechanism will be implemented begmnmg with customer bills dated
June 1, 1999. ‘

As s natural gas company in the state of Arizona, Black Mountain Gas will be incorporating
these revisions in compliance with state regulations. Our ongomg commitment is to provide you
with low-cost, safe, reliable energy. E ]

- I 1
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