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Columbia Gas of Pennsylvania, Inc. 

OPINION AND ORDER

BY THE COMMISSION:
Before the Pennsylvania Public Utility Commission (Commission) for consideration and disposition are the Exceptions of Dominion Retail, Inc., Interstate Gas Supply, Inc. and Shipley Energy Company (collectively “Natural Gas Suppliers” or “NGSs” or “Joint NGS Complainants”) filed September 8, 2008, to the Recommended Decision of Administrative Law Judges (ALJs) Kandace F. Melillo and Katrina L. Dunderdale, issued August 19, 2008.  The ALJs recommended approval of the Joint Petition For Settlement submitted by all the Parties at Docket No. R-2008-2011621.  The Settlement provides for the settlement of all issues in the proceeding except for the issue of termination for non-payment of purchased receivables.
History of the Proceeding



On January 28, 2008, Columbia Gas of Pennsylvania, Inc. (“Columbia” or “Company”) filed Supplement No. 112 to Tariff Gas – Pa. P.U.C. No. 9 (Supplement No. 112) along with supporting information required by 52 Pa. Code §53.51, et seq., with the Commission at Docket No. R-2008-2011621.  The filing contained proposed changes in rates, rules and regulations calculated to produce approximately $58.9 million (10.3%) per year in additional annual operating revenues, based upon pro forma data for a future test year ending September 30, 2008.  The rate increase was proposed to become effective on March 28, 2008.  R.D. at 1.


On January 29, 2008, the Commission’s Office of Trial Staff (OTS) entered its appearance in this proceeding.  On February 14, 2008, the Office of Consumer Advocate (OCA) filed a Formal Complaint and on February 15, 2008, the Office of Small Business Advocate (OSBA) filed a Formal Complaint.  On February 20, 2008, the Natural Gas Suppliers filed a Formal Complaint.  Also, on that date, Columbia Industrial Intervenors (CII) filed a Formal Complaint.  In addition, Formal Complaints were filed by the following individuals: Robbin Smart, Todd A. Long, G. Thomas Smeltzer, Eric M. Earnest and Don R. Dinell.  Petitions to Intervene were filed by Equitable Gas Company, the Community Action Association of Pennsylvania (CAAP), and Hess Corporation (Hess).  R.D. at 1-2.  


The filing was assigned to ALJs Kandace F. Melillo and Katrina L. Dunderdale for investigation and hearings.


By Order entered March 28, 2008, Columbia’s Supplement No. 112 was suspended by operation of law until October 28, 2008, unless permitted by Commission Order to become effective at an earlier date.  R.D. at 2.



A Prehearing Conference was held on April 11, 2008, at which time a procedural schedule was established, with hearings to be held June 17-20, 2008 in Harrisburg, PA.  R.D. at 2.


On May 27, 2008, Dominion Retail, Inc., Interstate Gas Supply, Inc., Shipley Energy Company and Hess Corporation (collectively “NGS Parties”) filed a Petition for Protective Order (“NGS Petition”) and Proposed Protective Order, pursuant to 52 Pa. Code §§5.423(a) and (c), in response to a discovery dispute between the NGS Parties and Columbia.  R.D. at 3.


On May 28, 2008, Columbia filed an Answer in Response to the NGS Petition (“Answer”) in which Columbia objected to the NGSs’ proposal for limited discovery response access.  On May 30, 2008, the ALJs granted the NGS Petition as to the standard protections under 52 Pa. Code §§5.423(c) and (d), as modified, and denied the NGS Petition as to special “Highly Confidential Information” restrictions under 52 Pa. Code §5.423(e).  R.D. at 3-4.


On June 12, 2008, the ALJs received notice that the major Parties
 had reached a settlement in principle as to revenue requirement, revenue allocation, and rate design issues.  Various competitive issues remained to be litigated.  Accordingly, a Second Revised Procedural Order was issued on June 12, 2008, to suspend the procedural schedule as to those issues which had been settled and to cancel two of the four scheduled hearing days.  R.D. at 4.



On June 18, 2008, the ALJs were informed that the major Parties had reached a settlement in principle of all issues, with the exception of one legal/policy issue which was reserved for briefing.  On July 2, 2008, the active Parties filed a Joint Petition For Settlement (Settlement).  The Settlement included a separate section in Paragraph 17 entitled “Reserved Issue for Litigation,” wherein the settling Parties agreed that the ability of Columbia to terminate customers for nonpayment of purchased receivables and the required payment to reconnect customers would not be included in the Settlement.  R.D. at 6.  The settling Parties (Columbia, OCA, OTS, OSBA, CII, CAAP and the NGS Parties) will be referred to in this Order as the “Joint Petitioners.”  R.D. at 5-6.


The ALJs scheduled two public input hearings (one in York, Pennsylvania and one in Beaver Falls, Pennsylvania) in order to provide customers with an opportunity to comment and testify concerning this proceeding.  At the public input hearing in York, no testimony was presented.  At the public input hearing in Beaver Falls, Joseph Markewinski testified via telephone regarding increasing eligibility requirements for people who might qualify for Columbia’s Customer Assistance Program (CAP).  R.D. at 8. 



The record consists of 132 transcript pages along with numerous statements, exhibits and documents.  The record closed on August 5, 2008.  R.D. at 7. 

Discussion



The policy of this Commission is clearly to encourage settlements and we have stated that settlement rates are often preferable to those achieved at the conclusion of a fully litigated proceeding.  52 Pa. Code §§5.231, 69.401.  A full settlement of all the issues in a proceeding eliminates the time, effort and expense that would otherwise have been used in litigating the proceeding, while a partial settlement may significantly reduce the time, effort and expense of litigating a case.  A settlement, whether whole or partial, benefits not only the named Parties directly, but, all customers of the public utility involved in the case.


The benchmark for determining the acceptability of a settlement or partial settlement is whether the proposed terms and conditions are in the public interest. Warner v. GTE North, Inc., Docket No. C-00902815, Order entered April 1, 1996; Pa. P.U.C. v. CS Water and Sewer Associates, 74 Pa. PUC 767 (1991).  
We will review the ALJs’ recommendation and the Parties’ arguments against the foregoing statutory backdrop.  As we move to our discussion of contested matters, we note that we are not required to consider expressly or at great length each and every contention raised by a party to our proceedings.  University of Pennsylvania, et al. v. Pennsylvania Public Utility Commission, 485 A.2d 1217, 1222 (Pa. Cmwlth. 1984).  Any exception or argument that is not specifically addressed herein shall be deemed to have been duly considered and denied without further discussion.


A.
The Contested Issue

1.
Whether Columbia should be permitted to terminate and/or refuse to reconnect customers for non-payment of natural gas supplier receivables that Columbia would purchase through a revised purchase of receivables program.

a. Summary of the Issue
This contested issue concerns the Company’s Purchase of Receivables (POR) program, which is currently provided as an option under Columbia’s CHOICE program.  The Parties disagreed on the legal and public policy considerations of permitting termination of Columbia’s customers based upon nonpayment of NGS purchased receivables.  The Parties also disagreed about the terms and conditions upon which customers are to be reconnected after service termination, if termination is to be permitted.  R.D. at 38-39.
Columbia proposed a number of changes to its existing CHOICE POR program.  The principal change, driving all of the other POR program changes, was that Columbia would have the right to terminate for non-payment of purchased receivables.  If all CHOICE customers were to be subject to termination for non-payment of the full amount of purchased receivables, several other changes to the POR program would be appropriate.  One important change would be to set the discount rate at the same 1.86% unbundled uncollectible expense charge to be added to the Supplier of Last Resort (SOLR) Price to Compare.  To that discount rate, Columbia proposed to include an administrative rider of 0.75% to recover estimated costs to establish the proposed revised POR program.  The resulting proposed discount of 2.61% (1.86% plus .75%) would represent a reduction to the 5% discount offered by Columbia under its current voluntary POR program, which does not permit termination for non-payment of purchased receivables.  In addition, under the Settlement, termination must be permitted for the entire receivable.  Service restoration must also provide for payment of the entire purchased receivable, over the time period provided in Section 1407 (Reconnection of Service) of the Public Utility Code, (Code) 66 Pa. C.S. §1407.  Otherwise, Columbia will continue with its existing POR program until the conclusion of its next general rate proceeding, subject to its right under the program to change the discount annually.
  R.D. at 40-41.

In the Settlement, the Joint Petitioners accepted that the Company was only willing to commit to go forward with its revised POR program under the stated conditions.  The NGS Parties also accepted the conditions placed upon them for POR participation.   The critical issue is the extent to which service termination/restoration of service for CHOICE customers by Columbia for nonpayment of NGS purchased receivables will be allowed.  R.D. at 41.  
In this proceeding, Columbia proposed to make the following changes to its current POR program: (1) all NGSs using Columbia’s consolidated billing would be required to participate in the POR program; (2) Columbia would eliminate the twenty-cent per bill fee that it currently charges NGSs for use of consolidated billing; (3) Columbia would change the discount from 5% to 1.86%; (4) the Company would charge an administrative fee of 0.39% in addition to the 1.86% discount; (5) Columbia would transfer approximately $4.5 million of bad debt expense from base rates to its Price to Compare; and (6) the Company could terminate customers for non-payment of any portion of the consolidated bill, which includes unregulated supply charges.  

b. Position of the Parties

In its Main Brief, Columbia stated that it is not advocating a position on the contested issue of whether termination for the full amount of CHOICE purchased receivables should be permitted.  Columbia M.B. at 16.  The Company emphasized that the principal change driving all other POR changes was the ability to terminate for nonpayment of purchased receivables.  Columbia M.B. at 4-10.  Columbia asked the Commission to weigh the competing concerns raised by the Joint NGS Complainants and the OCA, and render a judgment on the contested issue.  Columbia M.B. at 16.
The Company indicated that if the Commission authorizes termination for non-payment of the full amount of purchased receivables, Columbia will adopt the revised POR program as set forth in the Settlement.  If the Commission does not authorize termination for the full amount of purchased receivables, or if the Commission prohibits Columbia from requiring payment of the full amount of purchased receivables as a condition prior to reconnection, Columbia will continue its existing voluntary POR program for the term of the Settlement, which does not permit termination for non-payment of purchased receivables and which permits Columbia to change its discount rate annually.  Columbia M.B at 3.
Columbia points out that under its current POR program, it bears the risk that CHOICE customers will not pay their bills and this risk is increased if there is no right of termination.  Columbia submits that it is compensated for that risk by setting the discount rate at 5%, and if the Company is permitted to terminate for nonpayment of purchased receivables, that discount rate will be reduced to 1.86% under the Settlement after all POR implementation administrative costs are collected.  Columbia R.B. at 7.
In its Main Brief, the OCA argues that Columbia’s proposal to terminate customers for nonpayment of purchased receivables as part of its revised POR program had not been justified by the record evidence.  According to the OCA, there was no evidence that such changes would increase the number of marketers or the number of customers which participate in the CHOICE program.  OCA M.B. at 3-4.
The OCA cited various legal impediments to Columbia’s plan to terminate essential regulated utility service based upon unregulated NGS charges.  The OCA referenced 66 Pa. C.S. §2206(a) as requiring customer service and consumer protections to be maintained at the same level of quality under retail competition as was in effect prior to the effective date of the Natural Gas Choice and Compensation Act.  The OCA contended that the Commission Guidelines
 were established to assure compliance with that provision, and that these Guidelines prohibit termination for failure to pay supply charges.  OCA M.B. at  4-7.
The OCA indicated the following excerpt from the Commission Guidelines discusses many of the legal and policy reasons for prohibiting termination of essential service based upon unregulated charges:

We will not revise the generic guidelines relating to receivables purchased by NGDCs to allow NGDCs to use the Chapter 56 termination process as a device to collect debts which the NGDC chooses to purchase.  There is no requirement that NGDCs  purchase NGS accounts receivables.  A NGDC’s use of the  Chapter 56 termination process in such instances would be solely as a collection device since additional revenue loss could be  prevented through cancellation of the supply contract.  Since Chapter 56 at §56.99 prohibits the use of termination notices solely as a collection device, we believe allowing NGDCs to use the  termination process to collect NGS charges would be inconsistent with the provision.  Moreover, this practice, if allowed, would complicate and confuse the NGDC’s role as supplier of last resort.  A residential customer who falls behind in payment to a NGS and has supply cancelled would revert to the SOLR, whereas a residential customer who becomes delinquent on supply charges purchased by the NGDC would be treated as if he was already receiving SOLR service.  Additionally, if NGDCs are allowed to use the Chapter 56 termination process as a collection device for NGS charges they purchase while all other parties are prohibited  from using this process, then the NGDCs[’] billing and collection operations would appear to have an unfair competitive advantage

over all other billing and collection services.  For these reasons, we 

have not altered the guideline as requested.
Commission Guidelines at 18.



The Joint NGS Complainants argued that Columbia should be permitted to terminate service and to refuse to restore service for nonpayment of the full NGS purchased receivables.  R.D. at 46.


The Joint NGS Complainants also contended that there is no legal impediment to implementation of a POR program which allows termination for nonpayment of NGS purchased receivables.  R.D. at 46.


The Joint NGS Complainants discussed the collateral benefits of Columbia’s revised POR program, which would only be implemented if termination was assured.  For example, the NGS Complainants point out that under the POR program revisions, NGSs would not be permitted to refuse service to customers with bad credit.  Joint NGS Complainants’ M.B. at 11.
c. ALJs’ Recommendation

The ALJs stated that the Company and the Joint NGS Complainants, as proponents of the proposed change to allow termination/refusal to restore service for nonpayment of the full NGS purchased receivables, have the burden of proof.  The ALJs concluded that the burden of proof has not been met based upon the record and, therefore, the ALJs recommended that the proposed change not be approved at this time.  The ALJs found that the matter is best addressed in the context of the Commission’s ongoing SEARCH process, where all interested stakeholders will have a voice in the consideration of this controversial issue.  R.D. at 53-54.

The ALJs noted that in the Commission Guidelines, the Commission addressed this issue and made a policy pronouncement that termination or refusal to restore service would not be permitted for nonpayment of NGS purchased receivables.  The ALJs pointed out that while the Joint NGS Complainants have asserted that these Guidelines are no longer appropriate, they have not been modified in the intervening years by the Commission.
d. Exceptions

In its Exceptions, the Natural Gas Suppliers argue that the Recommended Decision erroneously concluded that there was insufficient proof to support the proposed POR program, including the need to terminate customers for non-payment of supplier receivables.  The Natural Gas Suppliers aver that the essential issue is whether NGS customers and Natural Gas Distribution Company (NGDC) customers should be treated the same for purposes of billing and collection when the NGDC has a purchase of receivables (POR) program such as that proposed by Columbia.  The NGSs contend that the Recommended Decision concludes that the NGSs failed to prove the justness and reasonableness of Columbia’s proposed POR program that would allow Columbia to render bills for delivery service and commodity service, regardless of the provider of the commodity service to residential and small commercial customers, and to treat all of those customers the same for purposes of billing and collection.  The NGSs argue that Columbia must now operate two systems with two sets of rules, under a price structure that charges suppliers a discount rate of 5% as part of its voluntary POR program.  If the rules were allowed to be the same, the NGSs argue that they would only be charged 1.86%.  The NGSs argue that the ALJs’ willingness to disregard that cost saving benefit to the NGSs and to their customers based upon speculation that such savings may not “flow through” to customers is clear error.  NGSs Exc. at 1-3.

The Natural Gas Suppliers suggest that the Recommended Decision erroneously interprets the Commission’s Regulations.  The NGSs point out that the Commission Guidelines are not appropriate in the current competitive context.  NGS Exc. at 4.  
e. Disposition

We note that NGSs began the process of removing some significant barriers 
to the expansion of competition to provide natural gas supply, including a more equitable allocation on uncollectible costs, a more responsive enrollment timeline, a reduction in non-stress over/under delivery penalties, better access to customer usage and adjustment information, and a reduction in billing fee charges.


Columbia proposed an option to reduce its charges to NGSs from 5.0% of receivables to 2.25% of receivables (and ultimately to 1.86% after Columbia’s recovery of implementation expenses) if and only if it was permitted to terminate (disconnect) service for non-payment.  In its testimony, Columbia emphasizes that the principal change driving all POR changes, including the reduction in receivable charges, was the ability to terminate for non-payment of purchased receivables.



The ALJs concluded that no party established that the POR revisions that would be triggered under the settlement would enhance competition.  However, it is difficult to understand how the substantial reduction in POR NGS charges from 5.0% to 2.25% would not benefit competition for mass market customers, given this meaningful cost reduction to serve customers quantified by the Company in this proceeding.  NGSs argued persuasively that this POR program would enhance choice participation because they would be more capable of serving customers with lower credit scores.  For these reasons, the conclusion of the ALJs in this respect should be reversed.  This proceeding demonstrated that POR programs that treat utility-supply and NGS-supply customers equally regarding termination rights remove barriers to the development of competition.


However, the ALJs appropriately identified various regulatory impediments and consumer protection issues related to Columbia’s plan to terminate customers for non-payment of NGS supply charges.
  Therefore, given past precedent, we shall adopt the decision of the ALJs to deny Columbia’s proposed revisions to its POR program.  However, the Commission’s Guidelines should be revisited to determine if they are still appropriate given the adoption of the SEARCH Action Plan on September 11, 2008.  Interested parties have been given the opportunity to comment before the Commission implements any changes to the Guidelines pursuant to the Secretarial Letter issued 
October 16, 2008 under Docket No. M-2008-2068982.


Upon completion of this review and any modifications to the Guidelines, we encourage Columbia to re-file an appropriate POR plan soon thereafter, and also we encourage the OCA, NGSs and Columbia to work amicably to achieve a POR plan that is consistent with the SEARCH plan.

For the foregoing reasons, we will deny the Natural Gas Supplier Complainant’s Exceptions relating to the issue of allowing termination/refusal to restore service for nonpayment of the full NGS purchased receivable in this proceeding.

B.
The Uncontested Issues

1. Revenue Requirement
The proposed Settlement provides for an overall distribution base rate increase of $41.5 million in additional annual base rate operating revenue based upon the pro forma level of operations at September 30, 2008.  The Settlement increase of $41.5 million is approximately $17.4 million less than the original requested rate increase of $58.9 million.  R.D. at 11.
Disposition:


Upon review of the record, we find that the rate increase under the proposed Settlement is appropriate and yields a result that is just and reasonable.  Accordingly, we will adopt the ALJs’ recommendation to allow the proposed increase of $41.5 million under the Settlement.

2.
Rate Design and Revenue Allocation
The rate design and revenue allocation as set forth in the Settlement reflects a compromise of various Parties’ revenue allocation and rate design proposals.  The bulk of the increase will be borne by the residential class and will account for approximately 78.9% or $32,861,384 of the additional increase in annual revenue.  

Disposition:


Upon review and consideration of the record, we conclude that the rate design under the Settlement is just and reasonable.  Accordingly, we will adopt the ALJs’ recommendation.
3.
Use of 4779 Degree Days
The Settlement provides for rates to be designed on volumes reflecting 4,779 degree days for weather normalization purposes.  The number of degree days was determined after analyzing weather normalization factors over twenty, twenty-five, and thirty-year periods.  The Parties extrapolated Columbia’s consumption level by assuming the number of degree days, based on historic degree days.  The ALJs adopted the Parties use of 4779 degree days and concluded that there is no reason to believe 4779 days is an unreasonable number of days to use in calculating Columbia’s consumption level.  R.D. at 12-13.
Disposition:


Upon review of the record we agree with the ALJs that the Parties use of 4779 degree days for determining Columbia’s consumption level is not unreasonable.  Accordingly, we will adopt the ALJs’ recommendation.

4.
Customer Charge


The Settlement provides for an increase in the residential customer charge from $10.81 to $11.50 per month.  This increase is substantially less than the increase originally proposed by Columbia.  The Parties agreed to the increase in the customer charge in order to bring the charge up closer to the customer cost.  The ALJs concluded that eliminating most of the increase in the customer charge will significantly benefit the customers.  The ALJs point out that recovering more of the revenue increase through the commodity charge will provide signals to the customers regarding conservation which is in the public interest.  R.D. at 13-14.
Disposition:


We agree with the ALJs’ recommendation and that of the Parties as provided in the Settlement that recovering more of the Company’s increase in annual revenues through the commodity charge will help promote conservation.  Therefore, we will adopt the ALJs’ recommendation regarding the increase to the residential customer charge.
5.
Revenue Allocation per Customer Class and Proof of Revenue
The Parties agreed to a revenue allocation to residential customers of approximately 7.9% or $32.9 million.  The following are the increases for the other classes under the Settlement agreement:  Small General Service – $5,548,859; Small Distribution Service – $1,284,660; Large Sales Service – $337,712; Large Distribution Service – $1,590,164; and Mainline Service – $32,746.  The ALJs concluded that the rate design established through the Settlement is reasonable and consistent with sound ratemaking principles.  R.D. at 15.
Disposition:


We agree with the ALJs that the revenue allocation per customer class is reasonable and shall, therefore, adopt the ALJs’ recommendation.

6.
Withdrawal of Rider DSIC

In its filing Columbia proposed to implement a Distribution System Improvement Charge (DSIC) in June 2009, if a statute was to be enacted to allow a gas DSIC.  As part of the Settlement Columbia withdrew its proposed DSIC from consideration.  The ALJs agreed with the Joint Petitioners that it is a reasonable approach to remove the DSIC from the Company’s proposal.  R.D. 16.
Disposition:


We agree that the DSIC should not be included in the Company’s requested proposed filing and, therefore, we shall adopt the ALJs’ recommendation to remove the DSIC from consideration at this time.
7.
Stay-Out Provision

As part of the Settlement, Columbia agreed to refrain from filing another base rate increase before January 1, 2009, unless the Commission orders it to do so or in response to a fundamental change in regulatory or tax policies affecting the utility company’s rates.  The ALJs found the proposed “stay-out” provision to be reasonable.  R.D. at 16-17.
Disposition:
We agree that the stay-out provision proposed by the Joint Petitioners is reasonable and will adopt the ALJs’ recommendation on this issue.

8.
Pilot Program Re Uncollectible Gas Cost Unbundling
The Settlement provides for the unbundling of the gas cost portion of uncollectible costs and the inclusion of such unbundled costs in the Price to Compare, on a pilot basis, through the completion of Columbia’s next general rate proceeding.  Since Columbia’s Purchase of Receivables program could over-recover uncollectible costs from NGS customers, Columbia proposed to separate uncollectibles into distribution (base rates) and gas supply (Price to Compare) components. Columbia indicated it was willing to implement the proposal on a pilot basis until the end of its next base rate proceeding, but only if all other unbundling proposals, such as the storage unbundling proposals, were withdrawn.  The Settlement implements the unbundling proposal.  The ALJs reviewed the Joint Petitioners’ unbundling proposal in the Settlement and found it to be just and reasonable and recommended that it be approved.  R.D. 17-18.
Disposition:
We note that the proposed unbundling of the gas portion of uncollectible costs was never opposed by any of the Parties.  It furthers gas CHOICE in that it removes gas costs associated with uncollectibles from base rates so as to avoid the potential that CHOICE customers may pay twice for these costs.  As such, we find that this unbundling proposal is in the public interest.  We shall, therefore,  adopt the ALJs’ recommendation that accepts the unbundling proposal.
9.
Universal Service Program Costs

The Settlement provides for the replacement of the Rider Customer Assistance Program (Rider CAP) with the Rider Universal Service Plan (Rider USP).  Under Rider USP, Columbia will recover CAP shortfalls, pre-program arrearages, application costs, costs associated with Columbia’s Low Income Usage Reduction Program (LIURP) and Energy Efficiency Program costs.  The establishment of Rider USP comport with the Commission’s statement on reconciliation of such costs in its Final Investigatory Order at Docket No. M-00051923.  In addition, Columbia will increase its annual funding for LIURP from $1.7 million to $3.0 million.  The Settlement also includes approval of Columbia’s proposal to establish a new conservation program for customers who are considered working poor.  The ALJs recommend approval of the Company’s Rider USP, the increased LIURP funding and establishment of the conservation program.  R.D. at 19-20.

Disposition:
We agree that the proposed changes under the Settlement regarding Universal Service Program Costs are in the public interest and, therefore, we shall adopt the ALJs’ recommendation.

10.
CHOICE Enrollment Timeline

The Settlement provides for the advancement of the CHOICE enrollment timeline, in accordance with Columbia’s proposal.  None of the Parties opposed the Company’s proposed advancement of CHOICE enrollment in this case and it is supported as a needed improvement by the Joint NGS Complainants.  The Settlement will reduce the time period for enrollment to allow customers to see the NGS commodity charges on their next bill after enrollment in most cases.  The ALJs agree that the proposed timeline change is reasonable and recommend that it be approved.  R.D. at 20-21.
Disposition:
We agree that the proposed timeline change as agreed to under the Settlement is reasonable and shall adopt the ALJs’ recommendation on the CHOICE enrollment timeline.
11.
Storage Gas Pricing
The Settlement provides that Columbia be permitted to implement its storage gas pricing proposal.  This proposal contains a rate base adjustment to be reflected in this base rate case and an adjustment to be reflected in future 1307(f) proceedings.  The ALJs noted that the Settlement proposal is a compromise which is supported by the OCA.  The ALJs pointed out that the proposal is also consistent with a prior Commission NFGD base rate case decision at Docket No. R-00942991.  The ALJs concluded that the Settlement proposal concerning storage gas pricing is reasonable and recommend that it be approved.  R.D. at 22-23.

Disposition:
We agree with the ALJs that the Settlement proposal concerning storage gas pricing is reasonable.  Accordingly, we shall adopt the ALJs’ recommendation approving the Settlement proposal.
12.
Cost Amortization/Normalization Agreements

The Settlement provides for the amortization of costs associated with Longwall mining which were deferred by Commission authorization at Docket No. P 00930734.  The Joint Petitioners agreed that $266,189 should be amortized over a five‑year period beginning with the effective date of the proposed rates.  R.D. at 23-24.
The Settlement provides for the normalization of costs related to management audits.  The Joint Petitioners agreed that $271,050 should be normalized over a five-year period beginning with the effective date of the proposed rates.  R.D. at 24.  

In addition, the Settlement provides for the amortization of costs associated with Blackhawk storage, which represents correction of a book depreciation error.  The Joint Petitioners agreed that $398,865 should be included on the books and in rate base as a regulatory asset to reflect the total original cost amortized over the remaining life of 26.5 years.  R.D. at 24.
The ALJs concluded that the amortization or normalization of these costs as provided in the Settlement is appropriate.  The ALJs point out that acceptance of these costs will benefit the public interest by allowing for a smooth adjustment that permits Columbia to recover legitimate costs without precipitous upward fluctuations that would adversely affect the consumer.
Disposition:
We agree that the amortization or normalization of the above discussed costs is appropriate.  Accordingly, we shall adopt the ALJs’ recommendation on this issue.
13.
Other Post Employment Benefits (OPEBs)
The Settlement contains specific provisions concerning accounting for Columbia’s ongoing contribution to trusts for post retirement benefits other than pensions.  These provisions were unopposed by the Parties.  The ALJs noted that these accounting provisions concerning Columbia’s ongoing contributions to trusts for OPEBs are reasonable and in the public interest.  R.D. at 25-26.

Disposition:
We agree that the proposed provisions concerning accounting for Columbia’s ongoing contribution to trusts for OPEBs are reasonable and shall adopt the ALJs’ recommendation on this issue.

14.
NGS/Competitive Issues

a. Over/under delivery penalties

The Joint Petitioners proposed under the Settlement changes to over/under delivery penalties.  Under the Settlement, the penalty for non-stress days is reduced from $75 to $40, and the penalty for stress days will remain the same.  The ALJs concluded that the reduction of this penalty will give NGSs additional flexibility while still maintaining an incentive to make deliveries on days where a Seasonal Flow Order, Operational Flow Order or Operational Matching Order is in effect.  The ALJs found the reduced penalty to be reasonable and recommend that it be approved.  R.D. at 26.
Disposition:
We agree that the reduced penalty is reasonable and shall adopt the ALJs’ recommendation.

b.
Withdrawal of proposed changes to Rate 

Negotiated Sales Service
In this provision of the Settlement, Columbia agreed to withdraw its proposed changes to Rate Negotiated Sales Service.  The NGS Parties opposed the Company’s original proposed changes due to competitive reasons and, therefore, wholeheartedly endorsed the withdrawal of these changes in the Settlement.  The ALJs concluded that the Company’s withdrawal of these changes is a reasonable response to concerns about competitive advantage and is in the public interest.  R.D. at 27.
Disposition:
We agree that removal of the Company’s proposal to make changes to its Rate Negotiated Sales Service is in the public interest.  As such, we shall adopt the ALJs’ recommendation. 

c.
Implementation of Tariff Section 20 (flex-rate)

changes

The Settlement provides that Columbia may implement its proposed changes to Section 20 of its Tariff, under which certain specified classes of customers may be charged a flexible distribution charge if the customer attests by sworn affidavit that a lower rate is required to meet competition from alternate fuels.
  The ALJs concluded that this tariff change, which allows pricing flexibility for the purpose of retaining distribution margin that might otherwise be lost and requires the Company to bear the risk associated with recovery of retainage discount costs, is in the public interest and recommend approval.  R.D. at 27-28. 
Disposition:


We agree with the ALJs that the tariff changes proposed under the Settlement are in the public interest and we shall adopt their recommendation.

d.
Imbalance trading information

In the Settlement Columbia agreed to implement a procedure to provide NGSs with electronic access to usage and adjustment information for telemetered and monthly read customers on a billing cycle basis.  Columbia and the Joint NGS Complainants agreed to meet to discuss the process necessary to implement the revised procedures to be effective for meter reads after November 1, 2008.  The ALJs agreed with the Joint NGS Complainants that this Settlement provision will benefit NGSs and customers by providing essential information within required timeframes to facilitate imbalance trading and possible cost reductions.  The ALJs recommend approval of this proposal under the Settlement.  R.D. at 28-29.
Disposition:
We agree with the ALJs’ recommendation to approve the proposed imbalance trading information agreed to under the Settlement.  Accordingly, we shall adopt the ALJs’ recommendation.

15.
Call Response Time Improvement

The Settlement reaffirms Columbia’s plan to improve response times for its Universal Service Call Group.  In addition, the Settlement reaffirms Columbia’s commitment to rapid response in the event an emergency call is received.  The ALJs recommended approval of the Company’s proposal and concluded that the Company’s plan to address the call response time and emergency response issues will benefit customers and is in the public interest.  R.D. 29-30.
Disposition:
We agree with the ALJs that the proposed call response time improvement is in the public interest.  Therefore, we shall adopt the ALJs’ recommendation with regard to this issue.
16.
Universal Service and Energy Conservation Plan

To the extent consistent with the Settlement, none of the Parties objected to Columbia’s triennial Universal Service and Energy Conservation Plan submitted with its filing.  Therefore, Columbia requested that its plan be approved in this proceeding.  The ALJs concluded that the request is reasonable and that the Plan promotes the public interest by benefiting low-income customers.  The ALJs recommend that the Plan be approved.  R.D. at 30.
Disposition:
We agree with the ALJs that the Company’s proposed triennial Universal Service and Energy Conservation Plan is in the public interest.  Accordingly, we shall adopt the ALJs’ recommendation.
17.
Tariff Changes in Appendix “B” to the Settlement
The major change in Appendix “B” which was not separately set forth in the Settlement, adopts Columbia’s proposal to eliminate the 20 cents per bill fee charged to CHOICE NGSs which choose to have Columbia prepare a consolidated bill.  Other transportation service fees have been eliminated, as reflected in Appendix “B” and no Party opposed these changes or the elimination of the 20 cents per bill fee because eliminating the fees reduces the apparent costs of participating in CHOICE.  The ALJs concluded that these changes are appropriate because they provide a benefit by reducing NGS and customer costs.  R.D. at 31.

Disposition:
We agree with the ALJs that the proposed tariff changes to Appendix “B” are in the public interest.  We shall, therefore, shall adopt the ALJs’ recommendation. 
Conclusion



Based on the foregoing discussion, we shall deny the Joint NGS Complainants’ Exceptions with regard to Columbia’s proposed changes to its POR program and adopt the Recommendation of the ALJs in this proceeding; THEREFORE,



IT IS ORDERED:



1.
That the Exceptions of the Natural Gas Suppliers to the ALJs’ Recommended Decision are denied.



2.
That the Recommended Decision of Administrative Law Judge Kandace F. Melillo and Administrative Law Judge Katrina L. Dunderdale approving the Joint Petition For Settlement designed to produce $41.5 million in additional annual base rate operating revenue based upon the pro forma level of operations at September 30, 2008, and filed at this docket, is adopted as modified consistent with this Opinion and Order.


3.
That Columbia Gas of Pennsylvania, Inc. shall not place into effect the rates, rules, and regulations contained in Supplement No. 112 to Tariff Gas-Pa. P.U.C. No. 9, the same having been found to be unjust, unreasonable, and therefore unlawful.



4.
That the Joint Petition For Settlement submitted by Columbia Gas of Pennsylvania, Inc., the Office of Trial Staff, the Office of Consumer Advocate, the Office of Small Business Advocate, Columbia Industrial Intervenors, Dominion Retail, Inc., Shipley Energy Company, Interstate Gas Supply, Inc., Hess Corporation, and Community Action Association of PA, at Docket No. R-2008-2011621, including all terms and conditions as clarified, is hereby approved.


5.
That Columbia Gas of Pennsylvania, Inc. is hereby authorized to file the tariff supplement contained in Appendix “B” to the Joint Petition For Settlement on less than statutory notice, for service rendered on and after October 28, 2008, designed to produce $41.5 million in additional annual base rate operating revenue based upon the pro forma level of operations at September 30, 2008, consistent this Opinion and Order.


6.
That Columbia Gas of Pennsylvania, Inc. shall allocate the authorized increase in operating revenues to each customer class and shall implement the rate design as set forth in Appendix “A” to the Joint Petition For Settlement.



7.
That Columbia Gas of Pennsylvania, Inc. shall not file with the Commission a tariff or tariff supplement proposing a general increase in base rates prior to January 1, 2009; provided, however, that Columbia Gas of Pennsylvania, Inc. shall not be precluded from filing a tariff or tariff supplement proposing a general increase in base rates in compliance with Commission Orders or in response to fundamental changes in regulatory policies or federal tax policies affecting Columbia’s rates.



8.
That the proposal of Columbia Gas of Pennsylvania, Inc., to implement Rider Distribution Service Improvement Charge (Rider “DSIC”) is withdrawn; however, the Company’s right to propose a DSIC effective January 1, 2009 if authorized by the General Assembly, is reserved.  In recognizing eligible facilities added after September 30, 2008, under the DSIC, Columbia will deduct $13.05 million to reflect the inclusion of Construction Work In Progress (“CWIP”) in the revenue requirement under the Settlement.  The right of all parties to oppose any filing by Columbia proposing a DSIC is reserved.


9.
That the unbundling of the gas cost portion of uncollectible costs and inclusion of such costs in the price to compare, as set forth in the Settlement, is approved on a pilot basis through the completion of Columbia Gas of Pennsylvania, Inc.’s next general rate proceeding.



10.
That Columbia Gas of Pennsylvania, Inc., is permitted to recover costs and reconcile recovery related to its Universal Service Programs (“USP”) as set forth in the Settlement; provided, however, that inclusion of Energy Efficiency Program amounts in Rider USP shall not be precedent for recovery of such costs through Rider USP in future base rate proceedings.



11.
That the advancement of the enrollment timeline for CHOICE is to be implemented as set forth in Columbia Gas of Pennsylvania, Inc.’s base rate case filing.



12.
That Columbia Gas of Pennsylvania, Inc. is permitted to implement its gas storage proposal as set forth in the Settlement. 



13.
That Columbia Gas of Pennsylvania, Inc. is permitted to amortize the Longwall mining costs of $266,189 over a five-year period beginning with the effective date of rates.



14.
That Columbia Gas of Pennsylvania, Inc. is permitted to recover Management Audit costs totaling $271,050, to be normalized over a five-year period beginning with the effective date of rates.



15.
That Columbia Gas of Pennsylvania, Inc. is permitted to recover Blackhawk Storage costs totaling $398,865 to be included on the books and in rate base as a regulatory asset to reflect the total original cost amortized over the remaining life of 26.5 years.



16.
That commencing with the effective date of rates, Columbia Gas of Pennsylvania, Inc. will be permitted to defer the difference between the annual OPEB expense calculated pursuant to SFAS No. 106 and the annual OPEB expense allowance in rates of $3,137,567.  Only those amounts attributable to operation and maintenance will be deferred and recognized as a regulatory asset or liability.  Amounts recorded as a regulatory asset or liability will be collected from or returned to customers in the next proceeding and Columbia will report the deferrals in its next base rate proceeding.



17.
That Columbia Gas of Pennsylvania, Inc. shall continue to deposit into irrevocable trusts the gross annual OPEB accrual, which includes the annual expense calculated by its actuary pursuant to SFAS 106 and the annual amortization of the transition obligation.  If annual amounts deposited into trusts, pursuant to the Settlement, exceeded allowable income tax deduction limits, any income taxes paid will be recorded as negative deferred income taxes, to be added to rate base in future proceedings.



18.
That Columbia Gas of Pennsylvania, Inc. is authorized to recognize a regulatory asset (or liability) to record the charges (or credits) that would otherwise be recorded in equity under SFAS No. 158 to recognize the funded status of pension and OPEB plans.



19.
That for CHOICE Natural Gas Suppliers, the over/under delivery penalties will be as follows: (1) $40.00 on days in which a Seasonal Flow Order (“SFO”), Operational Flow Order (“OFO”) or Operational Matching Order (“OMO”) is not in effect; and (2) $75.00 on days in which an SFO, OFO or OMO is in effect.



20.
That changes to Rate NSS proposed by Columbia Gas of Pennsylvania, Inc. herein are withdrawn.



21.
That changes to tariff Section 20 proposed by Columbia Gas of Pennsylvania, Inc. herein are approved.



22.
That Columbia Gas of Pennsylvania, Inc. will implement a procedure to provide Natural Gas Suppliers with electronic access to usage and adjustment information for telemetered and monthly read customers on a billing cycle basis.  The NGSs’ access to information will be limited to their customers who have authorized the release of the data.  Columbia will provide three (3) business days following the end of the calendar month to permit trading of gas based upon this data, so that trades can be made prior to the issuance of bills by Columbia.  Columbia and the Joint NGS Complainants herein will meet to discuss the process necessary to implement the revised procedure to be effective for meter reads after November 1, 2008.



23.
That Columbia Gas of Pennsylvania, Inc. will implement its plan, consistent with the Settlement, to improve response times for its Universal Services Call Group.



24.
That Columbia Gas of Pennsylvania, Inc.’s triennial Universal Service and Energy Conservation Plan is hereby approved, to the extent consistent with the Settlement.



25.
That the Purchase of Receivables program proposal to permit Columbia Gas of Pennsylvania, Inc. to terminate customers for nonpayment of receivables purchased from an NGS, or to permit Columbia Gas of Pennsylvania, Inc. to refuse to restore service for nonpayment of receivables purchased from an NGS, is hereby denied.


26.
That, in accordance with the Settlement, Columbia Gas of Pennsylvania, Inc. shall continue its existing Purchase of Receivables program until the end of its next general rate proceeding, subject to its right to change the discount annually, or, upon its election to refile its Purchase of Receivables plan pursuant to the SEARCH Action Plan of September 11, 2008 and upon implementation of any changes to the Guidelines pursuant to the Secretarial Letter issued October 16, 2008 under Docket No. M-2008-2068982.


27.
That the Formal Complaints of the Office of Consumer Advocate docketed at C-2008-2025885, the Office of Small Business Advocate docketed at C‑2008‑2027599, Dominion Retail, Inc., Interstate Gas Supply, Inc. and Shipley Energy Company docketed at C‑2008-2027645 and Columbia Industrial Intervenors docketed at C-2008-2027613 are dismissed, consistent with the Joint Petition For Settlement.


28.
That the Complaints of Robbin Smart docketed at C-2008-2027649,  Todd A. Long docketed at C-2008-2034712, G. Thomas Smeltzer docketed at C-2008-2034988, Eric M. Earnest docketed at C-2008-2034323, and Don R. Dinell docketed at C-2008-2034949 are dismissed. 


29.
That after acceptance and approval by the Commission of the tariff revisions filed by Columbia Gas of Pennsylvania, Inc., the investigation at Docket No. R‑2008-2011621 shall be terminated and the record shall be marked closed.







BY THE COMMISSION,








James J. McNulty








Secretary

(SEAL)

ORDER ADOPTED:  October 23, 2008

ORDER ENTERED:  October 28, 2008
� 	The major Parties are those who had submitted testimony and had participated in the settlement discussions.  These Parties, in addition to the Company, are OTS, OCA, OSBA, CII, the NGS Parties and CAAP.


� 	The right to change the discount annually is in the language of the contract with Columbia’s suppliers.


� 	Tentative Order Re: Guidelines for Maintaining Customer Services at the Same Level of Quality pursuant to 66 Pa. C.S. §2206(a), Assuring Conformance with 52 Pa. Code Chapter 56 pursuant to 66 Pa. C.S. §2207(a), §2208(e) and (f), and Addressing the Application of Partial Payments; Docket No. M-0099124F0003 (Order Entered August 26, 1999)(“Commission Guidelines”).


�          See Commission Guidelines 


� 	Since the Settlement permits Columbia to retain its “flex rate” provisions,


the Stipulation entered into between the Joint NGS Complainants and the CII is moot. 
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