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OPINION AND ORDER

BY THE COMMISSION:



Before the Commission for consideration and disposition is a Petition for Interlocutory Review and Answer to a Material Question (Petition) filed by the Philadelphia Gas Works (PGW) on December 13, 2002, pursuant to this Commission’s regulation at 52 Pa. Code §5.302.  Timely Briefs in support of the Petition were filed by the Office of Consumer Advocate (OCA) and PGW.  The Philadelphia Industrial and Commercial Gas Users Group (PICGUG) and Consumers Education and Protective Association, ACORN, Action Alliance for Senior Citizens and TAG (collectively, CEPA) each filed letters expressing support for the Petition.


The Petition presents the following Material Question for our review:

Question:  Should the Commission approve a unanimous Settlement Agreement between the Parties to PGW’s pending Restructuring Proceeding that provides for full unbundling of PGW’s rates on a “dual bill basis” by September 1, 2003 and which provides for a FOI [Field Operations Initiative] approach as part of a compliance plan for meeting Commis​sion requirements at 52 Pa. Code §§59.21, 59.34 and 56.12?

Suggested Answer:  The Settlement is consistent with the law and the evidence and is in the public interest and should be approved.

History of the Proceeding
On July 1, 2002, PGW filed its Restructuring Petition with the Commission pursuant to Section 2212(g) of the Natural Gas Choice and Competition Act (Act), 66 Pa. C.S. §2212(g).  Hearings in the main Restructuring Proceeding have concluded and Briefs have been filed.  According to PGW, the Parties have stipulated to many issues while others will be determined by the presiding Administrative Law Judge (ALJ).  On December 12, 2002, most of the Parties to PGW’s restructuring proceeding executed a “Settlement Agreement Resolving Certain PGW Restructuring Issues” (Settlement).  The signatory Parties are PGW, the Office of Trial Staff (OTS), the OCA, CEPA, PICGUG, and Service Employees International Union, Local 686 (SEIU).  Texas Eastern Transmission Company (Texas Eastern) is a Party in the proceeding but is not a signatory to the Settlement.  PGW avers that Texas Eastern does not oppose the Settlement.  The Petition now under review seeks Commission approval of the Settlement.  
Discussion



In its Petition, PGW states that the Settlement resolves certain discrete issues in PGW’s Restructuring Proceeding.  According to the Petition, the Settlement “embodies an agreement as to how PGW will initiate Customer Choice on September 1, 2003, through a dual bill scenario with consolidated billing becoming operational on September 1, 2004.  In addition, the Settlement provides a process by which PGW will become compliant with this Commission’s regulations at 52 Pa. Code §§59.21 (relating to meter testing/change out), 59.34 (relating to service line leak survey) and 56.12 (relating to actual reading of meters).”  (Petition, p. 2).  We will first address whether the matter is properly before us.  Then, we will discuss the Settlement provisions relating to the con​solidated billing, followed by the provisions relating to compliance with our regulations governing meter reads, meter testing and service line surveys.
Interlocutory Review


PGW asserts that compelling reasons exist for us to consider the Settlement in the context of a Petition for Interlocutory Review and Answer to a Material Question.  PGW states that Interlocutory Review will enable consideration of the Settlement proposal “months” before it would be reviewable in the context of PGW’s over-all restructuring proceeding.  According to PGW, the additional time will permit PGW and the Parties to implement the Settlement in a timely and orderly fashion.  (PGW Brief in Support, p. 14).



We agree with the signatory Parties that, in this instance, the Settlement is properly before us for interlocutory review.  The proposal of the Parties is such that, if approved, the additional time gained through interlocutory review will be necessary to permit the timely implementation of the Settlement.
Dual Billing/Customer Choice


Section 2212(j) of the Act provides as follows:

(j)
Commencement of customer choice.—Beginning with the commencement of the first fiscal year of a city natural gas distribution operation after the order approving the restructuring plan of a city natural gas distribution operation becomes effective, all retail gas customers of city natural gas distribution operations shall have the opportunity to purchase natural gas supply services from a natural gas supplier or the city natural gas distribution operation to the extent it offers the service.  After that date, the choice of natural gas suppliers shall rest with the retail gas customer.


Consistent with that provision, PGW proposes to initiate customer choice on September 1, 2003.  Pursuant to the Settlement, from September 1, 2003 through August 31, 2004, PGW’s Customer Choice Program will operate under a dual bill scenario.  Customers purchasing natural gas supply from a natural gas supplier will be billed separately by the natural gas supplier for the supply service.  Consolidated billing will be available beginning September 1, 2004.  (Settlement, p. 9).



According to PGW’s Brief, the dual billing “was necessitated by the extensive systems and software changes required to offer a ‘consolidated bill’ option.”  (PGW Brief in Support, p. 9).  PGW asserts that dual billing is usually preferred by suppliers of larger customers.  PGW also argues that the evidence suggests that there will not be extensive shopping for residential and small commercial customers in areas close to PGW’s service territory.  PGW concludes that its proposal is reasonable because “it will permit interested customers to choose an alternative supplier but will not force PGW to make the extensive systems, programming and operational changes that not only cause greater expense but would create greater risk of systems failures that could threaten the Company’s billing system.”  (Id., pp. 9-10).  The OCA Brief in Support does not address this aspect of the Settlement.


At the outset, we note that none of the Parties referenced by PGW as actively participating in this restructuring proceeding represent the interests of natural gas suppliers who may be interested in the market.  Thus, while PGW provides evidence relating to burdens on it, we have little or no record evidence relating to the potential impact of the dual billing requirement on natural gas suppliers who may wish to enter the market in PGW’s service territory.  There is no express requirement in the Act that PGW offer a consolidated bill (See, e.g., 66 Pa. C.S. § 2205(c)).  However, it is clear that our regulations at 52 Pa. Code § 62.74 contemplate natural gas choice customers having that option available.


While we are hesitant to restrict customer billing options at this early stage, we note that PGW has expressly represented that consolidated billing will be available for billing periods after August 31, 2004.  This specific time frame, the unanimous support of the signatory Parties (particularly the OTS, OCA and OSBA), and the Act’s silence as to a consolidated billing requirement, lead us to approve this aspect of the Settlement.  In approving this timeline, our perspective is that the September 1, 2004 date, is the outside date by which consolidated billing will become available.  It is our strong preference that a consolidated bill option will become available much earlier than that.  Accordingly, we hereby direct PGW to use its best efforts to enable consolidated billing in a much shorter time frame.  In this context, we note that Section 2205(c)(3) of the Act expressly provides that costs for billing services provided by PGW, on behalf of 
a natural gas supplier, may be recovered by PGW from the supplier requesting billing services.
  

Chapter 56 and Chapter 59 Compliance



Our starting point for this aspect of the Settlement begins with Section 2212(h)(1) of the Act.  That provision reads, in pertinent part, as follows:

The city natural gas distribution operation shall file a plan to convert its existing information technology, accounting, billing, collection, gas purchasing and other operating systems and procedures to comply with the requirements applicable to jurisdictional natural gas utilities under this title and the applicable rules, regulations and orders.

The specific regulations which are the subject of this aspect of the Settlement are 52 Pa. Code § 59.21, 52 Pa. Code § 59.34, and, 52 Pa. Code § 56.12.  Pursuant to Sec​tion 2212(h)(1) of the Act, PGW is required to provide a plan detailing how it intends to bring its operations into compliance with these regulations.


Section 59.21 of our regulations, 52 Pa. Code §59.21, sets forth specific timelines for meter testing, meter standards to be met, requirements for meter testing records and change out requirements for various classes of meters approved for use in the Commonwealth.  Section 59.34 of our regulations requires each natural gas utility to “establish and execute a plan by which it will periodically survey each customer-owned service line for leakage.”  Section 56.12 of the regulations requires that each natural gas 
utility render bills based on actual meter readings, with certain specifically described exceptions.  


In its Brief in Support, PGW states that it has designed a “Field Operations Initiative” (FOI) approach to bring its operations into compliance with our regulations.  That FOI approach was formulated in order to develop a plan for compliance with those regulations “which the Company identified as requiring extensive revision and enhance​ments to its existing Field Services, Meter Shop and Distribution Operations.”  (PGW Brief in Support, pp. 4-5).  PGW states that it decided to merge the restructuring compliance plan described in the Settlement into its FOI process in order to permit it to achieve compliance with Chapter 59 of our regulations at a much lower cost-structure than a stand alone program.  (Id., p. 5).


While PGW believes that an integrated approach via its FOI process is the most efficient and cost effective way to proceed, its FOI process will not be complete until the April-May, 2003, time-frame.  Because that time-frame will not enable PGW and the Parties to use any FOI developed plans within the Restructuring Proceeding, the Parties agreed to the following procedure:

1. With an independent consulting firm, PGW will conduct a FOI study which will produce a roadmap outlining multiple project phases, an implementation plan and the anticipated costs and benefits of imple​menting the changes needed to satisfy each new Chapter 59/56 obligation.  
2. At the completion of the FOI study, PGW will present the study’s findings relating to Chapter 59/56 compliance to the Parties, together with a plan for implementation.  The final study and implementation plan will be presented to the Parties on or before May 1, 2003.

3. The implementation plan will provide specific project phases and key milestones for completion of projects where appropriate.  The implementation plan will also detail any proposed waivers or deferrals of Chapter 59/56 compliance obligations where the study identifies an obligation or time line for compliance that will impose unreasonable or burdensome costs on PGW and its customers in relation to the benefits.  
4. Upon submission of the FOI study and implementation plan, PGW will engage in a workshop process with interested parties in an effort to arrive at a consensus plan.  Either a consensus plan or failing consensus, a PGW sponsored plan will be submitted to the Commission within thirty (30) days of the date of the first workshop.  Absent a consensus, the interested parties will be free to file their comments to the PGW filing.  
5. PGW will prepare and present to the parties a projection of the initial costs for implantation and will seek to achieve a consensus as to the initial costs to be included in the Restructuring Surcharge starting September 1, 2003.  Absent a consensus, PGW will submit its claim for recovery for Commission decision and the parties will have the opportunity to file their comments.
(PGW Brief in Support, pp. 6-7).  According to PGW, the foregoing process is designed to permit this Commission to review and rule upon PGW’s plan for compliance so that the final plans can be in place by September 1, 2003.  (Id., p. 7).



PGW argues that there are three reasons why the Settlement should be adopted regarding Sections 59.21, 59.34 and 56.12 of our regulations.  First, the Settlement represents a consensus of all the active Parties.  In this context, PGW points out that the Settlement includes a stipulation that “PGW will continue to provide safe, adequate and reasonable service under the approach adopted” in the Settlement.  (PGW Brief in Support, pp. 8-9).  Second, PGW argues that the Settlement approach is “reasonable, logical, and designed to avoid imposing unnecessary costs on PGW’s ratepayers.”  (Id., pp. 9-10).  Finally, PGW asserts that the Settlement acknowledges that merger of the compliance effort into PGW’s FOI process is the most cost effective way to achieve compliance.  The consolidated approach will be able to be accomplished with little or no net staffing increases.  A stand alone effort would be tremendously inefficient and manpower intensive to implement.  (Id., p. 11).  


PGW also points to certain safeguards which the Settlement mandates during the development, approval and implementation of the plan.  We have already noted PGW’s commitment to providing safe, adequate and reasonable service.  More specifically, the Company will continue to test customer meters on request.  It will proceed with the “final stages” of its plan to convert to automated meter reading devices (AMR) for the remaining 5% of its meters which have not yet been converted, and PGW will proceed with an AMR battery replacement program which is designed to assure that all AMRs remain in working order.  PGW notes that since approximately 95% of its meters have already been converted to remote read meters, it will not be relying on estimated meter readings except for a declining number of manual meters where the Company has been denied access.  (PGW Brief in Support, p. 12).



In order to assure that PGW’s current practices are adequate during implementation of a compliant meter change-out program, PGW has agreed to two additional steps.  First, PGW will comply with our regulations at 52 Pa. Code §59.22 and will provide timely refunds in the event of a fast meter error.  In addition, in the event a fast meter is found, and the meter would have been required to have been tested or replaced under Section 59.20 of our regulations, the time period for refund shall run from the date the meter was last tested through the date on which the faulty meter is replaced.  Second, PGW will waive its $10 meter testing fee for residential meters from December 31, 2002 though March 31, 2003.  (Id., p. 13).


Regarding the customer service line survey, PGW states that it currently has a high level of service.  According to PGW, it has not had a reportable accident involving a customer service line over the past thirty years.  PGW asserts that its response rate to inquiries about customer service line gas leaks is reasonable.  (PGW Brief in Support, p. 13).



The OCA supports the Settlement and states that “the proposed FOI Settlement [is] an orderly and cost-efficient manner to bring PGW into conformance with the Commission’s regulations on meter testing and change-out, leak surveys and AMR meter reading within a reasonable period of time.”  (OCA Brief in Support, p. 2).  (Citations to Commission regulations omitted).  The OCA notes that the Settlement contains important consumer safeguards that will be put in place while PGW conducts the FOI study and the implementation plan.  “With these consumer protections in place, the OCA agrees that the FOI process is a reasonable and cost-efficient manner for PGW to achieve compliance with its Chapter 59/56 Obligations in a timely manner.”  (OCA Brief in Support, p. 3).



Initially, the fact that the signatory Parties have presented us with a unanimous proposal (noting the status of Texas Eastern as not opposing) is significant and has a substantial bearing on this matter.  The support of the OCA, the OTS and CEPA is particularly compelling given the nature of the issues addressed by the Settlement.  We also find the support of PICGUG, the OSBA and SEIU to be important factors in our consideration of the Settlement.


While we will approve the Settlement, we caution the signatory Parties that the timelines referenced in the Settlement must be followed.  We take PGW at its word that the FOI study will be completed in the April-May, 2003 time-frame.  Accordingly, we will direct that the findings of the Field Operations Initiative be provided to the Parties not later than May 1, 2003.  PGW shall conduct its first workshop relating to the implementation plan on or before May 12, 2003.  The Philadelphia Gas Works shall file the resulting plan on or before June 11, 2003.  Comments, if any, to the plan will be filed on or before June 19, 2003.



It is crucial that the foregoing timelines be followed, and that a decision on the final plan is entered so as to permit the plan to be in place by September 1, 2003.  Accordingly, we will direct that PGW and the other signatory Parties report to this Commission’s Office of Executive Director on the progress of the FOI study and the scheduling of the workshop following submission of the study to the signatory Parties.  That report must be provided on a weekly basis, commencing on March 14, 2003.  The Office of Executive Director may delegate the monitoring process to an appropriate Commission Bureau.


For the foregoing reasons, we will approve the Petition for Interlocutory Review and Answer to a Material Question and the Settlement presented therein; THEREFORE,


IT IS ORDERED:



1.
That the Petition for Interlocutory Review and Answer to Material Question filed by the Philadelphia Gas Works on December 13, 2002 at this docket is answered in the affirmative.


2.
That the Settlement Agreement Resolving Certain PGW Restructuring Issues which is the subject of the Petition for Interlocutory Review described in Ordering Paragraph No. 1 above is approved.



3.
That the Philadelphia Gas Works shall report to the Office of Executive Director, or the Commission Bureau designated by the Executive Director, on a weekly basis beginning on March 14, 2003, on the progress of PGW’s Field Operations Initiative, the workshop described in the Settlement Agreement and the plan to be filed with this Commission.  

4.
That consistent with this Opinion and Order, the findings of the Field Operations Initiative will be provided to the Parties not later than May 1, 2003.  The Philadelphia Gas Works shall conduct its first workshop relating to the implementation plan on or before May 12, 2003.  The Philadelphia Gas Works shall file the resulting plan on or before June 11, 2003.  Comments, if any, to the plan will be filed on or before June 18, 2003.







BY THE COMMISSION,








James J. McNulty








Secretary

(SEAL)

ORDER ADOPTED:  January 23, 2003
ORDER ENTERED:  January 27, 2003
	�	We note that our ruling at this time does not preclude natural gas suppliers from raising this issue at any time during customer choice roll out.  
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