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ORDER
BY THE COMMISSION:


On October 4, 2001, the Commission entered an Opinion and Order whereby the Philadelphia Gas Works, (PGW) was permitted an increase in its total annual revenues in the amount of  $28,067,000, in addition to an $11,000,000 in interim rate relief granted in February 2001.

On October 12, 2001, a Tentative Opinion and Order was issued proposing to modify the October 4th Order due to an apparent error in the calculation of bad debts expense.  The October 12th Order proposed to reduce the annual revenue increase to $22,558,000 from the $28,067,000 granted in the October 4th Order.  This was in addition to the $11,000,000 interim rate relief.


Also on October 12, 2001, PGW filed Supplement No. 13 to Tariff-Gas Pa. P.U.C. No. 1 in compliance with the October 4th Order, to become effective on October 13, 2001.  

On October 19, 2001, PGW filed a Petition for Rehearing and Reconsideration.  Various responses were filed.

On December 6, 2001, an order was entered to address the apparent calculation error and various issues raised concerning PGW’s compliance filing.  This order found that PGW’s filing of Supplement No. 13 to Tariff-Gas Pa. P.U.C. No. 1 was not in compliance with certain aspects of the Opinion and Order dated October 4, 2001.  Additionally, the Commission directed PGW to file a compliance tariff supplement designed to produce a $22,558,000 increase in annual revenues, effective on one day’s notice.

On January 7, 2002, PGW filed Supplement No. 16 to Tariff-Gas Pa. P.U.C. No. 1, with no effective date, in compliance with the December 6th Order.  PGW also filed workpapers supporting the tariff supplement with a proof of revenues including the $22,558,000 increase.  The Company included a notation referring to Rate MS which states that “By law, the rate change is subject to approval by the City Council for the City of Philadelphia and the rate change will not be charged or implemented until such time as City Council approval is received”.

On January 24, 2002, The Office of Trial Staff (OTS) filed comments regarding the January 7th compliance filing.  OTS states in its comments that PGW has overcollected via its Supplement No. 13, which contained rates designed to collect incremental revenue of $28,067,000, instead of $22,558,000 that the December 6th Order implemented.  OTS has noted that calculating the amount of the overcollection depends upon the time period selected.  If the time period from October 2001 through March 2002 is selected, the overcollection would amount to $3,779,039.  If the time period selected is from December 2001 through March 2002, the amount of the overcollection PGW would have to refund would be $3,423,327.  In addition, OTS notes that PGW has, by its’ own admission, overcollected $226,910 utilizing the incorrect number and average use of its residential heating customers in the Supplement No. 13 filing.  This overcollection occurred between the months of October 2001 and March 2002.  PGW based the overcollection on actual MCF data for the months of October and November 2001, and estimated MCF data for December 2001 through March 2002.

Also on January 24, 2002, the Office of Consumer Advocate (OCA) and Office of Small business Advocate (OSBA) filed exceptions to PGW’s January 7th filing.  OCA used the same methodology in calculating a refund on overcollection as OTS, except that OCA requested that PGW issue a one-time credit in February or March 2002. OSBA noted in its calculation that PGW should refund $3,779,039 to its customers from October 2001 through March 2002 based on actual and estimated MCF data.

The Consumers Education and Protective Association (CEPA) filed exceptions on January 21, 2002 which request the Commission to direct PGW to refund amounts collected in excess of what would be required had PGW implemented a $33.6 million rate increase as of October 6, 2001.  

Both OCA and OSBA are concerned that if the City Council of the City of Philadelphia does not approve the Rate MS customer charge, the Company’s other customers would be asked to absorb the proposed customer charge revenues.


On January 30, 2002, PGW offered reply exceptions to OCA, OTS, CEPA and OSBA’s comments and exception.  PGW states that it should be entitled to and is obligated to collect the amount of the rate award in the October 4th order, and that the overcollection amounts sought by the various parties amount to retroactive ratemaking.  

Our December 6th order is a final order addressing various outstanding issues and reflects our intentions concerning appropriate rate relief from that date forward.  This Commission in its December 6th order clearly intended for PGW to increase its annual revenues by $22,558,000, and the ordering of a refund of the overcollection for the period beginning December 6, 2001, would not constitute an example of retroactive ratemaking.  The overcollection shall be calculated for the months of December 2001 through February 2002 and cannot be absolutely determined at this time, because the MCF data was estimated for the time period in question.  The total amount of the overcollection should be $2,975,854 ($3,423,327 less $447,473 for March 2002).  There should be no overcollection refund for March 2002 because the Company has not, as of the date of this order, billed customers. 

It was also our intention for Rate MS customers to pay an $18.00 customer charge, and there was no intent for any other rate group to absorb these costs. The amount applicable to the Rate MS customer charge shall be imputed as a component of the Company’s proof of revenue.


After careful consideration of the matter before us, we conclude that 

Supplement No. 16 to Tariff-Gas Pa. P.U.C. No. 1 shall not become effective;
THEREFORE,

IT IS ORDERED:

1. That Supplement No. 16 to Tariff-Gas Pa. P.U.C. No. 1 shall not become effective.

2.  That the overcollection calculation provided by The Office of Trial Staff reflecting $2,975,854 for the months of December 2001 through February 2002 is accepted.





3.  That the Exceptions of the Consumers Education and Protective Association, the Office of Consumer Advocate, and the Office of Small Business Advocate are accepted in part and denied in part. 


4. That PGW shall file a tariff supplement reflecting a rate increase of $22,558,000 and a negative surcharge of $2,975,854, to become effective on March 1, 2002.  The surcharge shall be in effect for a six-month period.  At the end of the six-month period, PGW shall provide, within thirty (30) days, a reconciliation showing the amount of revenues that have been refunded through the surcharge. The difference between the amount that should be refunded ($2,975,854) and the actual amount refunded shall be reconciled through base rates over the remainder of the fiscal year (August 31, 2002). 

5. That Docket No. R-00006042 shall be marked closed.  


BY THE COMMISSION,

James J. McNulty


Secretary

(SEAL)

ORDER ADOPTED: February 21, 2002

ORDER ENTERED:  February 21, 2002
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