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BY THE COMMISSION:  

We adopt as our action the Recommended Decision of Administrative Law Judge Cynthia Williams Fordham dated July 5, 2005; 
THEREFORE,

IT IS ORDERED:  



1.
That the Joint Petition for Settlement of the Philadelphia Gas Works' 2005-2006 GCR Proceeding submitted by the Philadelphia Gas Works, the Office of Trial Staff, the Office of Consumer Advocate and the Office of Small Business Advocate at Docket No. R‑00050264 is approved.



2.
That the Philadelphia Gas Works is authorized to file a tariff supplement to reflect rates and terms consistent with the Settlement and applicable to the Section 1307(f) purchased gas cost rate investigation at Docket Nos. R-00050264 to be effective for services rendered on or after September 1, 2005, subject to quarterly adjustments permitted by Commission regulations, including a quarterly adjustment to be effective on September 1, 2005 to reflect actual experience and changes in forecasted natural gas prices utilizing the methodology prescribed by paragraph III 1 .(b) of the Joint Petition.


3.
That the Philadelphia Gas Works’ request for a protective order for its 2006-2007 Gas purchasing program, which is marked Appendix B in the Joint Petition, is granted.



4.
That the gas purchasing program in Appendix B shall be made available to the Commission and its Staff for use in this proceeding. For purposes of filing, to the extent that Appendix B is placed in the Commission's report folders, such information shall be handled in accordance with routine Commission procedures inasmuch as the report folders are not subject to public disclosure.  To the extent that Appendix B is placed in the Commission's testimony or document folders, such information shall be separately bound, conspicuously marked, and accompanied by a copy of Ordering Paragraphs 3 and 4. 



5.
That the Philadelphia Gas Works shall calculate the quarterly filing updates for the 2005-2006 GCR period in accordance with the Commission’s regulations at 52 Pa. Code §53.64(i)(5).



6.
That the Philadelphia Gas Works will follow the Gas Purchasing Program attached to the Joint Settlement Petition as Appendix “B.”



7.
That in the Philadelphia Gas Works’ 2006-2007 and 2007-2008 annual GCR proceedings, none of the Settling Parties shall be permitted to challenge the reasonableness, prudence or recoverability of gas costs associated with locked-in prices established in accordance with non-discretionary purchases under Appendix “B” solely on the basis that PGW should not have locked-in the price prior to applicable deadlines.



8.
That the Settling Parties agree to monitor and review the appropriateness and effectiveness of the Gas Purchasing Program set forth in Appendix “B” of the Joint Petition and will revisit Gas Purchasing Program issues pertaining to fiscal year 2007-2008 and future years in the context of PGW’s 2006-2007 annual GCR filing.



9.
That the Philadelphia Gas Works’ obligation to follow the Gas Purchasing Program attached to the Joint Petition as Appendix B is subject to Philadelphia Gas Works’ credit limits and/or financial constraints.  If financial constraints and/or credit limitations impact the Company’s ability to carry out the Gas Purchasing Program, Philadelphia Gas Works will contact the stakeholders in order to discuss the modifications to the Gas Purchasing Program required by these factors.



10.
That Philadelphia Gas Works will file a comprehensive plan concerning its options for capacity marketing, capacity reductions, and the potential use of a third party asset manager by June 30, 2006.



11.
That the Settling Parties request that the Commission direct its Bureau of Audits to conduct an audit of the Philadelphia Gas Works’ Restructuring Surcharge to verify that the costs charged in the Restructuring Surcharge satisfy the standards established in the applicable settlements on the Surcharge as approved by the Commission, and as set forth in Appendix “C” of the Joint Petition for Settlement.



12.
That if the Bureau of Audits declines to audit the Restructuring Surcharge, the parties will collectively seek to arrange an alternate procedure.  



13.
That if the Philadelphia Gas Works does not agree with any audit findings, it will have the opportunity to provide exceptions and those exceptions will be addressed in the 1307(f) proceeding immediately following the issuance of the audit report.



14.
That the Philadelphia Gas Works will implement a line hit policy within four (4) months of the date of the Settlement Agreement.  That the Philadelphia Gas Works will consider the costs and benefits of seeking restitution from the Philadelphia Water Department (“PWD’) of costs (including, if material, the cost of lost gas) of line hits for which the PWD is determined to be responsible. Philadelphia Gas Works will report the results of its findings to the Office of Trial Staff.



15.
That in its next Section 1307(f) filing, the Philadelphia Gas Works agrees to report on the status of any legal proceeding (including a class action lawsuit) against Dominion Transmission, Inc. and/or PGW’s suppliers to recover any excess natural gas charges caused by the November 24, 2004 event. That the Office of Small Business Advocate is not precluded from contending in that proceeding that Philadelphia Gas Works should have initiated such a proceeding.



16.
That the provisions of the settlement are applicable only to the issues raised in the Philadelphia Gas Works’ 2005 1307(1) proceeding due to the Company’s status as a municipal utility whose rates are set on a cash flow method and that the parties do not intend for this settlement to provide precedential value to investor owned utilities.



17.
That the Philadelphia Gas Works’ filing and the testimony and the accompanying exhibits filed by the Philadelphia Gas Works, the Office of Trial Staff, the Office of Consumer Advocate and the Office of Small Business Advocate be entered into evidence in this proceeding.



18.
That the formal complaint filed by the Office of Consumer Advocate at R-00050264C0001 is withdrawn.



19.
That the formal complaint filed by the Office of Small Business Advocate at R-00050264C0002 is withdrawn.



20.
That the intervention of the Philadelphia Industrial and Commercial Gas Users Group is dismissed.



21.
That the Commission Investigation at Docket No. R-00050264 is terminated and marked closed.

BY THE COMMISSION,

James J. McNulty

Secretary

(SEAL)

ORDER ADOPTED:  August 11, 2005
ORDER ENTERED:  August 12, 2005
