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OPINION AND ORDER

BY THE COMMISSION:


Before the Commission is a Petition for Commission Approval of Interim Gas Cost Rate (GCR) Update (Petition) of Philadelphia Gas Works (PGW), filed on March 26, 2003.  This petition was served on the Office of Trial Staff, the Office of Consumer Advocate, the Office of Small Business Advocate, the Philadelphia Industrial Customers Gas Users Group and the Consumer Education and Protective Association.

PGW submitted an annual GCR filing and a second quarterly GCR update on February 28, 2003 with an effective date of March 1, 2003.  The quarterly update would cover the period of March 1, 2003 through June 1, 2003.  PGW now claims that significant price spikes in natural gas prices have occurred since mid-February that were not captured in the quarterly update.  A chart demonstrating certain large increases in spot prices for the Henry Hubb in the second half of February was attached to this Petition as Exhibit A.  This price volatility is blamed on abnormally cold weather and international events.  PGW asserts that the true costs of acquiring natural gas are not reflected in its current GCR of $4.2350 per McF.  PGW states that waiting until its next quarterly GCR update on June 1, 2003 to address this problem may seriously threaten its operations due to cash flow deficiencies.


The Commission has previously held that PGW may file for GCR updates more frequently than a quarterly basis under appropriate circumstances.
  Pennsylvania Public Utility Commission, et al. v. Philadelphia Gas Works, R-00005619 (November 22, 2000).  PGW would be allowed, consistent with 52 Pa. Code §53.64(b), to file for interim GCR updates where there are known and measurable natural gas cost increases or decreases of 2% or more.  The Commission approved a request to submit an interim GCR update in 2001.  Public Utility Commission, et al. v. Philadelphia Gas Works, R-00005619 (January 24, 2001).

On April 1, 2003, PGW filed Supplement No. 41 to Tariff-Gas Pa. PU.C. No. 1 (Supplement) with supporting data, reflecting its proposed pricing for this interim GCR update.
  The proposed GCR price is $5.32 per McF.  On April 8, 2003, PGW represented to the Commission via written correspondence that it and the parties of record had reached an agreement on an interim GCR update.  PGW’s proposed GCR was revised downward from $5.32 to $5.06.  This represents an increase of $.825 per McF over the currently existing rate.  The parties also agreed that PGW will only request an increase in its GCR at its next quarterly update “if the average 12 month NYMEX settlement contract price for the months of June 2003 - May 2004, measured by May 5, based upon May 2 closing prices, has increased by more than 5% in comparison to $5.06.”  PGW expressly acknowledges that “[t]his agreement shall not affect PGW’s obligation to reduce its GCR if actual and projected gas costs decrease, in accordance with its regular GCR calculation methodology and requirements.”

Upon review of the Petition, the Supplement, and the accompanying data, it is clear that this Petition meets the standard set forth in 52 Pa. Code §53.64(b) and our prior decisions on this subject.  As it is in the interest of the public that PGW’s rates accurately reflect the costs of providing service, we will grant this Petition.  We note that this interim update is subject to reconciliation pursuant to 66 Pa. C.S. §1307; THEREFORE,
IT IS ORDERED:  
1. That the Philadelphia Gas Works’ Petition for Commission Approval of Interim GCR Update is granted.  PGW may implement its proposed GCR prices on April 11, 2003.







BY THE COMMISSION,








James J. McNulty








Secretary

(SEAL)

ORDER ADOPTED:  April 10, 2003
ORDER ENTERED:  April 10, 2003
� PGW was permitted to file more frequently than quarterly under the order, the Commission has since entered a restructuring order therefore this issue should be addressed in PGW’s current 1307(f) reconciliation filing at Docket No. R-00027133.


� PGW has referred to this requested price increase as a Gas Cost Rate (GCR) update.  While we have used such a description in prior orders, it would be more accurate to refer to this interim 1307(f) filing as a Purchased Gas Cost (PGC) rate update.  We direct PGW to use this terminology in any future filings it may make in regards to this subject.
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