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Expedited Approval to Enter Into New or

Renewed Contracts for Firm Storage and

Transportation Capacity Pursuant to 

66 Pa. C.S. § 2204(e)(4).

ORDER

BY THE COMMISSION:

Before the Commission for disposition is a Petition for Approval to Enter Into New or Renewed Contracts for Firm Storage and Transportation Capacity Pursuant to Section 2204(e)(4) of the Public Utility Code, 66 Pa. C.S. § 2204(e)(4), filed by PECO Energy Company (PECO), on October 6, 2000.  By this Petition, PECO requests the Commission’s authorization to timely renew or replace several storage and transportation contracts for the upcoming winter heating season.


A copy of PECO’s Petition was served upon the affected parties, the Office of Consumer Advocate, the Office of Small Business Advocate, and the Office of Trial Staff.  Additionally, PECO requests expedited consideration, seeking a Commission 

ruling by October 25, 2000.  By Secretarial Letter issued on October 18, 2000, the Commission shortened the standard 20-day answer period and directed that interested parties file their answers by October 23, 2000, so as to facilitate expedited consideration of PECO’s Petition.


On October 23, 2000, OTS filed an Answer to PECO’s Petition.  Therein, OTS generally supports PECO’s Petition, but expresses concern that the Commission’s order in this matter should clarify that such authorization does not constitute a finding that any contracts PECO renews or enters into at this time are consistent with a least cost fuel procurement policy.  OTS requests that instead, the full effect of the renewal or replacement of these contracts should be subject to review in PECO’s next purchased gas cost proceeding pursuant to Section 1307(f) of the Public Utility Code, 66 Pa. C.S. § 1307(f).  No other Answers to PECO’s Petition have been filed.


Pursuant to Section 2204(e)(1) of the Public Utility Code, 66 Pa. C.S. § 2204(e)(1), prior to entering into new or renewed contracts for capacity, a natural gas distribution company (NGDC) is required to offer natural gas suppliers (NGSs) and large volume industrial or commercial customers the opportunity to renew such contracts or enter into new contracts.  According to Section 2204(e)(4), 66 Pa. C.S. § 2204(e)(4), if the NGS or large volume users do not provide such capacity, the NGDC must “file with and obtain approval from the commission for such contracts necessary to ensure sufficient capacity to meet current and projected customer requirements considering the commitments of natural gas suppliers.”


In support of its Petition, PECO explains that it sent notice on March 9, 2000 to NGSs in PECO’s territory to invite them to participate in a scheduled collaborative meeting to address, inter alia, the need by PECO to renew or enter into new contracts for capacity.  At the collaborative meeting conducted on March 23, 2000, the participants were given a list of PECO’s interstate pipeline and storage contracts which would be subject to an option to renew or terminate subsequent to the effective date of PECO’s gas restructuring compliance filing.  At that time, licensed NGSs and large volume industrial and commercial transportation customers were given the opportunity to present proposals to renew or replace PECO’s FT-1 and CDS contracts with Texas Eastern Transmission Corporation (Texas Eastern), which, by their terms, will automatically extend for an additional year absent a notice of termination by PECO on or before October 31, 2000.  The deadline for the submission of any such proposal was set for October 2, 2000 and, as of that date, PECO asserts that it had not received any proposal from licensed NGSs or large volume industrial and commercial transportation customers to renew or replace the contracts at issue.


Additionally, at the collaborative meeting, PECO offered to afford NGSs the opportunity to provide all or a part of an incremental firm capacity requirement of up to 32,188 Dth/day for PECO’s residential and small commercial customers commencing with the 2000 winter heating season.  Again, as of the date of its Petition, PECO states that it has not received any proposals from NGSs or large volume industrial and commercial transportation customers to provide the incremental capacity.


In its Petition, PECO explains that, as stated above, its FT-1 and CDS contracts with Texas Eastern will automatically renew for one year if notice of termination is not given on or before October 31, 2000.  Additionally, PECO will stresses that it will need to enter into new interstate storage or transportation contracts or other delivered supply contracts to reliably satisfy its incremental capacity requirements for the winter heating season.  


Lastly, PECO states that in order to satisfy a portion of the incremental capacity requirements of its current and future customers, it has entered into a Precedent Agreement for firm transportation of natural gas with Eastern Shore Natural Gas Company (Eastern Shore).  PECO explains that upon satisfaction of the conditions precedent set forth in the agreement, Eastern Shore and PECO shall enter into a long-term Firm Transportation Service Agreement which will obligate Eastern Shore to deliver natural gas for PECO’s account pursuant to Part 284 at one or more pipeline interconnections with PECO commencing November 1, 2001.  Furthermore, pursuant to the Precedent Agreement, Eastern Shore will receive certain quantities of natural gas from one of PECO’s “upstream” transporter which may require PECO to enter into one or more additional interstate pipeline contract(s).


Under the particular circumstances resulting in the filing of this Petition, the Commission authorizes PECO to renew or replace the existing FT-1 and CDS contracts with Texas Eastern.  Additionally, the Commission authorizes PECO to enter into a Firm Transportation Service Agreement with Eastern Shore, and any other agreements required in order for Eastern Shore to provide firm service transportation contemplated pursuant to the Precedent Agreement.  Finally, the Commission authorizes PECO to enter into additional contracts sufficient to satisfy PECO’s need for 32,188 Dth/day of incremental firm storage and transportation capacity commencing with the 2000/2001 winter heating season.


However, we agree with the concerns expressed by OTS in its Answer to PECO’s Petition regarding the effects of this approval.  Specifically, we clarify that the authorization provided by this Order does not constitute a finding that any contracts PECO renews or enters into are consistent with a least cost fuel procurement policy.  Additionally, we note that the full effect of the renewal or replacement of these contracts on both reliability and purchased gas costs will be subject to review in PECO’s next 1307(f) purchased gas cost proceeding.

THEREFORE;

IT IS ORDERED:


That the Petition filed by PECO on October 6, 2000 for approval to enter into or renew contracts for firm storage and transportation capacity, pursuant to Section 2204(e)(4) of the Public Utility Code, is hereby granted as described herein.










BY THE COMMISSION








James J. McNulty








Secretary

(SEAL)
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