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ORDER

BY THE COMMISSION:

On August 2, 2000, the Philadelphia Gas Works (PGW) filed a petition requesting the Commission to order an expedited review and hearing schedule to consider and rule upon its 2000-2001 gas cost rate (GCR) filing which was filed concurrently with its Petition.  Further, PGW seeks to have the Commission adopt the hearing procedures and ratemaking methodologies previously utilized by the Philadelphia Gas Commission.  Through the establishment of an expedited review process and the use of Philadelphia Gas Commission ratemaking methodology, PGW requests a final Commission order on its GCR filing by November 9, 2000.

Answers were filed by the Office of Consumer Advocate (OCA), and the Philadelphia Industrial and Commercial Gas Users Group (PICGUG).  The Answers contained arguments in favor and in opposition of PGW’s Petition.  The Commission is appreciative of the Answers filed in this proceeding and has carefully reviewed them.  Although many of the comments are addressed in this Order, we emphasize that even those concerns and positions not specifically mentioned have been fully considered.
By this Order the Commission establishes the process by which PGW’s GCR filing will be reviewed.  This Order does not go to the merits of the filing nor does it set forth the standards to be applied in reviewing the GCR filing.

Background


On June 22, 1999, Governor Tom Ridge signed into law the Natural Gas Choice and Competition Act (Act).  The Act revised the Public Utility Code, 66 Pa.C.S. §§101, et seq., by inter alia, adding Chapter 22, relating to restructuring of the natural gas utility industry.  The Pennsylvania Public Utility Commission (Commission) is the agency charged with implementing the Act.


Section 2212(b) of the Act provides that public utility service being furnished or rendered by a city natural gas distribution operation within its municipal limits will be subject to regulation and control by the Commission as of July 1, 2000.  PGW falls under the definition of a “natural gas distribution company.”  66 Pa.C.S. §2202.  

While the Commission’s regulatory authority over PGW is of the same force as if the service were rendered by a public utility, Section 2212(c) provides that specific chapters of the Public Utility Code are not applicable to PGW.  Otherwise, in exercising its regulatory authority over PGW, the Commission has the discretion to suspend or waive the application of any provision of the Public Utility Code other than Section 2212.  66 Pa.C.S. §2212(c).    

Further, Section 2212(d) obligates PGW to continue providing natural gas supply and natural gas distribution services to its customers under its prior tariff, policies or programs until the Commission enters a final order approving PGW’s restructuring plan and new tariff.  66 Pa.C.S. §2212(d).  Additionally, Section 2212(e) details the manner by which PGW’s gas distribution operation’s revenue requirement and the approval of its overall rates and charges will be determined.  Specifically, Section 2212(e) provides that, “[t]he commission shall follow the same ratemaking methodology and requirements that were applicable to [PGW] prior to the assumption of jurisdiction by the commission, and such obligation shall continue until the date on which all approved bonds have been retired, redeemed, advance refunded or otherwise defeased.” 66 Pa.C.S. §2212(e).

Discussion 
A.
Expedited Review Process
In its Petition, PGW requests that the Commission institute an expedited proceeding with respect to its 2000-2001 GCR filing.  Specifically, PGW asks that the Commission establish a hearing and review schedule, which omits the necessity of a recommended decision by an Administrative Law Judge and provides for a final order on the filing by November 9, 2000.  

PGW states that an expedited review and hearing process is crucial in light of its current financial condition as detailed in its GCR filing.  Further, PGW asserts that an expedited review process is in the public interest as an accelerated review process will enable PGW to recover its gas costs over a longer period of time, resulting in easing the monthly impact on its customers.  Moreover, PGW states that the approval of such an expedited proceeding is consistent with the past practice of the Philadelphia Gas Commission and therefore consistent with Sections 2212(d) and (e) of the Act.  

In support of its request, PGW states that under its current tariff the GCR provides for the recovery, on an annual basis, the current and projected cost of natural gas and some non-gas costs, on a dollar-for-dollar basis, subject to true-up.  Also, the current Tariff has a computation year which begins on September 1 with quarterly filings thereafter and subject to adjustment.  PGW Tariff §11.2(b).

The Philadelphia Gas Commission, in PGW’s most recent GCR filing, determined that a full rate hearing was not required.  PGW explains that the Philadelphia Gas Commission, upon review of PGW’s tariff and Management Agreement, found that its GCR filing is subject to appropriate review and audit.  PGW avers that under this review and audit process that a final order on the GCR was traditionally received during November.  Further, PGW states that the parties to these proceedings stipulated that the rate approved in November would be made retroactive to the previous September.  PGW also notes that the parties to the Philadelphia Gas Commission proceedings often stipulated to an amount to be placed into effect in early September.  PGW Petition at 2.

PICGUG states its opposition to PGW’s request for an expedited proceeding to review its 2000-2001 GCR filing.  PICGUG asserts that PGW’s failure to timely file its GCR filing with the Commission should not be rewarded by an expedited proceeding.  Moreover, PICGUG states that to establish an expedited proceeding would injure the legitimate interest of parties, such as PICGUG, in ensuring that any changes to the GCR are just, reasonable and appropriate.

Further, PICGUG rejects PGW’s assertions that its “deteriorating financial condition” warrants an expedited hearing as it is in the public interest and is consistent with the prior practice of the Philadelphia Gas Commission.  PICGUG states that the fact that this is the first GCR filing of PGW after the implementation of the Act requires that the parties and the Commission be provided adequate time and opportunity to review the filing.  Therefore, PICGUG asserts that PGW’s GCR proceeding should progress according to the requisite procedural schedule to allow for adequate and appropriate review of the issues.

 In its Answer, the OCA states its willingness to accept the proposed expedited review process of PGW’s current GCR filing due to the extraordinary, one-time circumstance associated with the July 1, 2000 transition of jurisdiction from the Philadelphia Gas Commission to the Commission.  The OCA also states that its support is based up on the fact that PGW’s GCR is reconcilable and that it must be subject to prompt and full review to assure compliance with a least cost gas procurement strategy.  

The OCA does state that it anticipates that a full opportunity for discovery and hearings will be necessary to completely evaluate PGW’s GCR filing and that this review may take longer than the time frame proposed by PGW.  However, to avoid the potential for undercollection the OCA is willing to accept the expedited procedures that will result in the implementation of the GCR, as long as it is subject to full review, under appropriate standards, and is fully adjustable and reconcilable.  We agree.

While PICGUG correctly points out that PGW’s 2000-2001 GCR filing is the first filing made to the Commission since the July 1, 2000 shift of jurisdiction to the Commission, we are persuaded that an expedited proceeding is appropriate.  Despite this determination, the Commission is committed to ensuring that all parties are afforded the opportunity to fully review the filing, under appropriate standards.  Further, the Commission wishes to make clear that the expedited proceeding in no way lessens PGW’s obligations to meet the requisite burden of proof to substantiate the need for an increase of any dollar amount.  

B. Ratemaking Standard
In its Petition, PGW also requests that the Commission; (1) enter an in limine declaratory order stating that the Commission will determine PGW’s GCR according to the same standards used by the Philadelphia Gas Commission in reviewing PGW’s prior GCR filings; and (2) to waive any provisions of the Code or accompanying regulations that are inconsistent provisions with its requests.  PGW states that these actions are necessary in order to ensure that a final Commission order is adopted by November 9, 2000.  

In support of these requests, PGW outlines the ratemaking methodology used by the Philadelphia Gas Commission in reviewing its prior GCR filings pursuant to the PGW Tariff and its 1972 agreement with the City of Philadelphia for the management and operation of the Philadelphia Gas Works.  PGW also states that its prior GCR filings have traditionally included supporting evidence similar to that required by Section 1307(f) of the Code.  Despite the similarities, PGW requests that the Commission waive specific filing requirements and review standards imposed by the Code or Commission regulation pursuant to Section 2212(c) of the Act.  66 Pa.C.S. §2212(c). 

In its Answer, PICGUG states that PGW’s requests are improper at this time as the parties and the Commission should first be provided with the opportunity to review this proceeding to determine the appropriate standard of review.  To grant PGW’s requests at this time PICGUG asserts would result in the Commission foretelling issues, which may be raised during the proceeding.  We agree and decline to make these determinations at this time.

The Commission is cognizant of the relevant sections of the Act and their role in this proceeding.  In particular, we fully intend to comply with the statutory mandate at Section 2212(e) and utilize the “same ratemaking methodology and requirements” previously applicable to PGW.  However, the Commission will not limit the scope of the hearing process nor will we foreclose parties from raising relevant issues during the expedited review process. Further, PGW’s Petition requested that the Commission provide the parties seven (7) days in which to respond to its Petition.   Therefore, the parties must be afforded the opportunity to question or dispute PGW’s claims about prior ratemaking methods or requirements that are applicable to this proceeding; THEREFORE, 

IT IS ORDERED:
1. That an expedited hearing and review schedule relating to the Philadelphia Gas Work’s 2000-2001 Gas Cost Recovery filing be initiated which omits the need for a recommended decision by an Administrative Law Judge is hereby adopted.

2. That the Philadelphia Gas Work’s request for an in limine declaratory order stating that the Commission will adhere to the ratemaking standards of the Philadelphia Gas Commission is hereby denied with out prejudice.

3. That the Philadelphia Gas Work’s request for waiver of any provisions of the Public Utility Code and accompanying regulations is denied without prejudice. 







BY THE COMMISSION,







James J. McNulty







Secretary
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