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Today, the Commission considers the Petition of Philadelphia Gas Works (PGW) to establish a Cash Receipts Reconciliation Surcharge (CRRC). PGW filed its Petition on March 4, 2004.  In conjunction with its Annual Purchased Gas Cost Rate filing, PGW proposes to file a CRRC designed to collect revenues, inter alia, to mitigate increases in PGW’s uncollectible expense above the projected amount included in PGW’s last base-rate case.  Several Parties participated in this proceeding and filed comments and/or objections to PGW’s proposal.  



By Order entered June 2, 2004, the Commission directed presiding Administrative Law Judge (ALJ) Charles E. Rainey, Jr. to certify the record with regard to PGW’s CRRC in time for our July 8, 2004 Public Meeting.  The ALJ has dutifully and timely complied with the Commission’s directive and the matter is ripe for Commission disposition.  



I agree that the CRRC, as proposed by PGW, would recover costs beyond what was authorized by the Commission in the most recent rate proceeding and it would be retroactive ratemaking.  Moreover, the implementation of the CRRC violates various provisions of the Public Utility Code and case law.


Notwithstanding my support of the staff recommendation, I firmly believe that we, as regulators, have a statutory obligation to act affirmatively in the public interest, particularly in this matter.  The financial stability of this Company has far reaching implications which could affect adversely ratepayers, the Company and the City of Philadelphia among others. As reflected in the record of this proceeding, Standard and Poor’s recently lowered PGW’s Senior Bond Rating to BBB-, which placed PGW in the position of being rated slightly above junk bond status. While the Commission action today to deny PGW’s CRRC is based on sound legal and policy grounds, it is in public interest of both PGW and its ratepayers that all stakeholders engage in an open dialogue to discuss, in a non-litigated forum, ways to resolve the financial condition of PGW. 



Simply put, we cannot completely ignore the impact of S&P’s financial outlook for PGW and the potential long term consequences on the Company’s viability and its customers.  I would have the Commission establish a collaborative for the purpose of analyzing and reviewing long term solutions to remedy PGW’s financial conditions. This collaborative would be conducted under the auspices of the Commission and would seek to engage all stakeholders in a non-litigated forum to address financial issues regarding PGW. I further contemplate that the collaborative process would be completed within 45 days of the date of the entered date of the instant Order. 



The collaborative process is not new to this Commission. Indeed, it has proven to be an effective administrative tool in solving complex regulatory utility issues such as Electric Restructuring and Global Telecommunications matters. Importantly, it may be viewed as yet another mechanism, in addition to those recently considered by the Pennsylvania Legislature, to resolve this challenging situation.


The collaborative process avoids the time and expense of protracted litigation. Moreover, it affords the parties an opportunity for open and candid discussions to reach a solution that best serves the public interest.



For these reasons, the best course of action, now having decided the CRRC Petition, is to resolve this company’s remaining matters through collaboration.
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