
COMMONWEALTH OF KENTUCKY

BEFORE THE PUBLIC SERVICE COMMISSION

In the Natter of:
THE NOTICE OF PURCHASED GAS )
ADJUSTMENT FILING OF AUXIER ROAD ) CASE NO. 9318-D
GAS COMPANY, INC. )

On April 28, 1988, Auxier Road Gas Company, Inc. ("Auxier

Road" ), petitioned the Commission to reconsider and rehear its
order of april 7, 198B, directing Auxier Road to adhere to the

terms of its approved Purchased Gas Adjustment Clause ("PGA").

Auxier Road's petition argues that the savings resulting from

purchasing lower cost gas should not be flowed through to its
ratepayers as mandated by Auxier Road's PGA Clause. Rather,

Auxier Road claims that it should be permitted to retain these

savings "to assure that the utility's revenues will be maintained

at an appropriate level which has been set by the Commission at
the utility's last rate case."

Based on Auxier Road's petition, the evidence of record, and

being advised, the Commi.ssion is of the opinion and hereby finds
that the relief sought by Auxier Road is precluded by the terms of
its PGA Clause. In recognition of the fact that the cost of

purchased gas has been volatile and that it represents a gas

utility's largest single expense, the Commission has authorized

Auxier Road (and other gas utilities) to adopt a PQA Clause to
expedite changes in retail rates to track changes in its cost of



purchased gas. Consequently, when the cost of purchased gas

increases, the PGA Clause allows Aurier Road to timely recover

those costs and thereby limit its risk of financial loss.
Similarly, when the cost of purchased gas decreases, or a supplier

refund is received, Auxier Road is obligated to timely reduce its
rates to pass the savings through to its ratepayers.

Auxier Road'I PGh Clause (attached hereto as Appendix A) was

approved by the Commission's Order entered September 30, 1976, in

case No. 6529, Notice of Ad)ustment of Rates of Auxier Road Gas

company, Inc., to Become Effective Nay 1< l976. Auxier Road's

PGA Clause states that "for the purpoSe Of thiS purChaSed gaS

adjustment provision, current wholesale rates shall be considered

as the base rate for purchased gas." The PGA Clause further

states that in the event there is a decrease in the purchased gas

price or a refund, the company shall file certain information with

the Commission. Upon receipt of this information, the Commission

is required to review the proposed reductions and within 30 days

issue its Order setting out the proper refund and/or revised

rates.
Thus, the purpose of Auxier Road's PGA Clause is to timely

pass through changes in wholesale gas prices to Auxier Road's

customers. There is nothing in Auxier Road's PGA Clause to

suggest that it was intended "to maintain the utility's revenues

at the level in the last case," as now argued by Auxier Road.

If Auxier Road is experiencing financial difficulties as

alleged in its petition, Auxier Road should properly file a

general rate case. The PGA Clause is restricted to changes in



wholesale gas prices and is not intended to provide a guarantee of
the earnings level set in Auxier Road's last rate case. The

central issue here is the fact that the PGA Clause is not the

correct method to recover increases in operating costs except when

the increases are in Auxier Road's wholesale gas price.
Auxier Road's claim that it does not want to increase the

rates of its non-contract customers is erroneous. By failing to
pass on the decrease in the wholesale gas costs, Auxier Road is
actually withholding a decrease properly attributable to these

customers. Auxier Road's current rates are higher by the amount

of the reduction in the cost of purchased gas. Thus, Auxier Road

is attempting to keep its rates at a level higher than authorized

in its last rate case without complying with the statutory

requirements incident to filing a general rate case.
Auxier Road has presented no new evidence to support 'ts

petition for rehearing and the petition should be denied.

Further, the Commission advises Auxier Road that if its assessment

of its financial condition brings it to a conclusion that it needs

a rate increase, said increase should be filed pursuant to KRS

278.180.
IT IS THEREFORE ORDERED that Auxier Road's petition for

rehearing be and hereby is denied.



Done at Frankfort, Kentucky, this 18th day of t4xy, 1988.

PUBLIC SERVICE COMMISSION

ATTEST:

Executive Director



APPENDIX "A" TO AN ORDER OF THE
PUBLIC SERVICE COYÃISSION IN CASE NO. 9318-D

DATED NAY 18, 1988

APPENDIX "A"

APPENDIX TO AN ORDER Oy TME KENTUCKY DUSLXC
SERVICE COMMISSION IH CASE NO. 6529 QATEJ)

= SEPTENSER 30, 1976.

The following rates are prescribed for the customers in the
area served by the Auxier Road Gas Company, Inc. All other rates
and charges not specifically mentioned hereia shall renata the same

as those in effect under authority of the Commission prior to the
date of this Order.

Rates: Moathly

First 2,000 SICF yer moath $2.6S per 1ICF

All Over 2,000 LfCF per month .$2 ~ 22 per XCF

The minijnum bill for service shal'1 be $4.00 per month and

shall entitle the user to 1 MCF or lass of gas yer moath. h

Purchased Gas Adjustment Clause

The rate adjustments requested hereunder shall be based upon

the'«holesale cost of gas to the Cenpaay as computed uyoa rates of
its wholesale supplier under Kentucky public Service Coeinlssioa

tariffs for instrastate business. For the purpose of this purchased

gas adgustmeat provision, current «holesale rates shall be considered
as the base rate for purchased gas. Za the event there is aa increase
in this base rate, the Compaay shall «ithin thirty days from the time

it receives notice of the proposed change file arith th$ Commission

the folio«lag information:

(I) A copy of the Keatucky Public Service Canmissioa .tariff;,
's $.

effecting the change ia the base rate and a statement relative to
the effective date oi such yroposed change.

(2) A statement setting out the details of gas purchased under

the provision of the base rate for the previous t«eive months shoe ing

billing under the base rate and under the proposed revised rate ap-

plicable to this service.
(3) A balance sheet as of the end of the latest twelve month

period and a statemeat of operating expenses and revenues as reported

to she Conenlssioa ia the Company's Annual Report.



(4) Such other 1nformation as the Commission may request for
a proper determination of the purchased gas adJustment.

Upon receipt of this information the Commission will review

the effect of the revised base rate on the operations of the Company

and will prior to the effective date of the revised base rate, but not
less than thirty days from the date of the filing of the above pre
scribed information, issue its Order setting out the purchased gas

ad)ustment that the Company shall apply to its rates.
Xn the event there i» a decrease in the purchased gas price

or a refund, the Company shal1 file the information require4 in I,
and 4 above.

Upon receipt of this information the Caemiissioa snail review

the proposed reductions and within thirty days froe receipt of the *.

information required,, issue its Order setting.out t'e proper refund

and(or revised rates.
The maximum amount of the adjustment so prescribed. shall .not

produce revenue adjustments, based upon the actual preceding twelve

months, period, greater than the difference between the purchased gas

billed at the then existing rates and the purchased gas billed at the

revised rates.
The base rate for purchased gae for the applicat1oa of this

purchased Gas Ad/ustment clause ls:

Columbia Gas of Kentucky, Xnc.

Caeanodity

I. dli


