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James H. Willson, PresidenVCEO 

February 2,2001 
@*V@ 

-corpl 
Ms. Deborah Scott, Director DOC. .- 
UtiBis Division 
Arizona Corporation Commission 
1200 West Washington Street 
Phoenix, ra(riZ0na 85007 

Dear Ms. Scott: 

FEB 0 72001 
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In Decision No. 61225, the Commission approved revkbns to the PFA 
mechanisms for Arizona natural gas companies (LDCs) to address $e issues of 
naturat gas price volatiii, gas cost recovery flexibility, and uniformity between 
PGA mechanisms. fhe new PGA mechanisms require LDCs to adjthst rates 
monthfy using a banded 12-month mlhg average. Decision No. 61225 also 
required the existing PGA bank balance to be frozen and for each LDC to fiie for 
Commission approval of a rate to amortize the frozen bank balance over an 
appropriate period of time. Black Mountain Gas filed in mspowe to ,Decision No. 
61 225 for Commis-don approval of the amortization of its PGf bank balance a5 
of February 28,1999 and to implement the new 12-month roil rig average PGA 
mechanism, effective June 1,1999, for both Its Cave Creek and Page divisions. 
The Commission approved Black Mouiltain Gas's filing, including an amortization 
rate of $.026 per  therm for Cave Creek, and $.06 for Pags, to be collected until 
such time as the frozen bank balance is fuily amortized. Based on Black 
Mountain Gas's current projections, the balance in these accounts will be fully 
amartizd by the end of March, 2001 and, January, 2002 for Cave Creek and 
Page, respectively, at which time Black Mountain Gas is required to remove the 
arnortizaibn rates from its billing system. 

BIack Mountain Gas W i v e s  that the revised PGA mechanisms approved by the 
Commission in Decision No. 61225 is accomplishing to a large extent the 
Commission's goals of providing customers with greater price stabitii and more 
timely price signals. Unfortunately, natural gas prices have risen to all-time 



record highs this winter and are projected to stay at levels far above the gas cost 
rates reflected in the cunentry effective banded 12-month fulling average PGA 
rate. Under ament prc4jections of natural gas prices and forscasted monthly rate 
adjustments under the presently effective PGA mechanism, Black Mountain 
Gas's PGA bank bahnca is estimated to bs an under-collection of $1,750,000 for 
Cave Creek mci $237,000 for Page by March, 2001. 

Pursuant to Decision No. 61225, Black Mountain Gas is required to file within 45 
days to adjust rates (or explain why a rate adjustment is not necessary) when its 
PGA bank balance reaches the agreed upon ceilings. Thus, under the current 
circumstances, Black Mountain Gas is requesting to replace the current 
surcharges of $.IO per therm for Cave Creek and $.14 for Page per thm with 
surcharges of $20 per therm and $.21 per them for Cave Creek and Page 
respedvely, for one year ending March 31,2002. 
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Respecffuilly submitted, 

Black Mountain Gas 
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