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Welcome to the double whammy . . . 

Last week’s edition provided readers with information that on September 10th, natural gas futures rose by 15 percent for gas to be delivered next month (October), the largest one-day gain since November 24, 2004.  Ironically, the month coincides with just about the time new Colorado Natural Gas customers here in Gilpin County will turn on their new fuel source.  That 15 percent increase in the price of natural gas is only one side of the “double whammy.”  


The installation of natural gas here in Gilpin County has slowly worked its way to the northern part of the county this summer.  Portions of Gilpin County are served by Xcel Energy.  

Shortly after last week’s edition “went live,” Xcel Energy responded to the escalation in the price of natural gas by promptly filing for a rate adjustment to cover the increased energy costs.  Xcel files a quarterly Electric Commodity Adjustment (ECA) with the Colorado Public Utilities Commission (PUC).  Xcel notified customers in May of its proposal to change to monthly rather than quarterly filings.


An ECA is filed to recover costs associated with anticipated higher fuel and purchased energy prices – costs associated with increases or decreases are passed along to customers on a dollar-per-dollar basis.  

In June of this year, Xcel filed an ECA that projected a 7.8 percent ($4.56 per month for residential bills), an increase that went into effect on July 1, 2009.  Wasting no time after the announced jump in natural gas prices, Xcel filed its quarterly ECA (forecasted fuel and purchased energy prices) on September 15th, asking for an increase of $1.23 for residential users and $2.16 for small businesses.  


Then in July, the Department of Regulatory Agencies (DORA) announced a public comment/hearing on a proposal by Xcel to increase electric base rates by $180.2 million, to go into effect on January 1, 2010.  Residential rates would increase by $4.98 per month and small businesses would increase by $5.40 per month.  Xcel’s request said, “The increase is necessary to pay for continuing investment in generation and utility operations in Colorado.”  

To promote efficient use of energy during peak periods (June through September), Xcel made a recommendation to the PUC to adopt “inverted-block” rates for customers.  Inverted-block rates mean customers would “pay a lower charge for the first 500 kilowatt-hours of electricity, and a higher rate thereafter.”  

According to DORA, the typical residential customer uses about 632 kilowatt-hours per month.


It is always interesting to review the “spin” from all the various industry types and Wall Street analysts.  As of this writing, the jump in price of natural gas puts it at $3.36 per million British thermal unit (Tuesday, September 15th).  In early mid-August (before the announced jump in price), a Colorado Natural Gas representative quoted to this writer that the price was $1.265 per million British thermal unit, but did not provide the effective date.  Last week, Goldman Sachs forecast a price this winter of $6 to $7.50, “if the winter is very cold.”    


So it goes, that “for the public good” idea the Colorado Natural Gas representative espoused is going to be expensive this winter.  Not only will new customers of Colorado Natural Gas be paying higher prices for heating, but Xcel customers will be paying higher prices for electricity produced by natural gas-fueled power plants.  A real double whammy!!  

Earlier this month, Tri-State Generation and Transmission Association announced a $142 million investment to “improve and expand its network of electric-transmission lines throughout its territory.”  As part of that announcement, it disclosed that it has already “launched several new transmission projects, including a joint venture with Xcel Energy to construct transmission lines in southern Colorado and northern New Mexico.”  Tri-State is a supplier to United Power, electricity provider to northern Gilpin County.


Tri-State announced in April that it would delay two previously planned/announced coal-fired power plants, saying it would instead pursue both highly efficient natural-gas generation and zero-emission renewable energy, due partly to new laws in Colorado and New Mexico which require electricity producers to produce more renewable energy.  

Mark Twain once said, “The rule is perfect:  in all matters of opinion our adversaries are insane.”  
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