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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” or “Company”), including proposed Supplement No. 11 to Gas Service Tariff- Pa. P.U.C. No. 2 (“Supplement No. 11”) and supporting information, filed September 23, 2005.  This Petition has been served on all parties to PGW’s current GCR proceeding.  PGW is requesting expedited consideration of this Petition to become effective October 7, 2005.

On September 28, 2005, the Commission issued a Secretarial letter to the parties of record in its current GCR filing at Docket No. R-00050264, requesting that all comments and objections to this Petition be filed with the Commission by close of business on October 3, 2005.  On September 29, 2005, a letter opposing the increase was sent to the Commission from Representative Michael McGeehan and Senator Mike Stack.  The letter requests that the Commission hold public hearings on the proposed rate increase.  In addition, the letter suggests that PGW should discontinue all discretionary spending, such as the $5 million earmarked for lawyers, lobbyists, and public relations firms allotted for the proposed LNG project.  
On October 3, 2005, the Office of Trial Staff (“OTS”), the Office of Consumer Advocate (“OCA”), the Office of Small Business Advocate (“OSBA”), and Action Alliance of Senior Citizens of Greater Philadelphia, Association of Community Organizations for Reform Now (“ACORN”) and Tenants Union Representative Network (“TURN”) (collectively “Action Alliance et. al.” filed answers to PGW’s Petition.  In its answer to the Petition, OTS requests that the Commission grant PGW’s Petition.  The OCA indicates in its answer to PGW’s Petition that it does not oppose Commission action that would allow PGW to do an interim quarterly update to its GCR rate in October to provide for a more gradual increase in the GCR to reflect the recent large increase in gas costs.  The OSBA, in its answer to PGW’s Petition, believes that PGW has not provided “all the necessary information” for the Commission to determine that the proposed interim GCR would be just and reasonable and therefore, the Commission should deny the Petition of PGW.  The OSBA also asserts that PGW’s Petition does not establish that the Commission has the legal authority to approve the Petition.  Action Alliance et. al. suggests that there is not sufficient information to determine whether the amount and timing of the requested large rate increase is just and reasonable and therefore, they oppose the Petition.  
Senator Vincent J. Hughes (“Senator Hughes”) filed a formal comment on October 3, 2005, opposing PGW’s Petition.  Senator Hughes suggests that consumer rates should not be increased in a manner that would put them in jeopardy of not being able to afford gas to keep their family warm in the upcoming winter season.

On October 4, 2005, PGW filed a Reply to the Action Alliance et al. comments.  In its Reply, PGW requests that the Commission reject Action Alliance’s request that the Commission apply the “just and reasonable” standard and apparently conduct a full, on-the-record investigation into PGW’s filing, as well as Action Alliance’s demand that PGW be required to undertake various new actions over and above PGW’s already extensive efforts to increase protections for low income customers. 


On March 1, 2005, PGW filed its annual GCR for the current year 
(2005-2006) at Docket No. R-00050264.  By Order entered August 12, 2005, the Commission approved the settlement of the Company’s 2005-06 annual GCR filing which resolved all issues pertaining to Section 1307(f) purchased gas cost investigation of the Company’s gas costs.  On August 31, 2005, PGW submitted its fourth quarterly update for the 2004-05 GCR year to become effective September 1, 2005.

PGW submits this Petition, pursuant to 52 Pa. Code §§ 5.41(a) and 53.64(b), requesting the Commission to authorize PGW to implement an interim GCR which would revise its current rate from $9.71 to $12.56 per Mcf, effective 
October 7, 2005.  52 Pa. Code §53.64(b) states “if there is known and measurable change in gas costs during the effective period of an annual levelized rate previously approved by the Commission and the change, if reflected in a natural gas utility's tariffs, would result in an increase or decrease in its gas cost rate tariff's of 2% or more, the natural gas utility shall file a proposed tariff incorporating the recalculated rate in accordance with the quarterly filing provisions of subsection (i)(5)”.  

PGW claims the interim GCR update is necessitated by the substantial increase in natural gas supply prices as a result of Hurricane Katrina’s disruption of natural gas supply in the Gulf of Mexico, as well as the continuing upward price pressure and volatility now being projected as a result of Hurricanes Katrina and Rita and the increased uncertainty concerning upcoming weather conditions.  PGW believes that this interim request to adjust its GCR will assure PGW has the cash flow to meet its gas purchasing obligations to serve its customers.  In addition, PGW suggests this interim GCR will prevent a huge customer rate spike that is likely to occur if the current and forecasted price increases are not reflected in the Company’s GCR rate until the next quarterly update on December 1, 2005.
Included in PGW’s Petition is a chart showing that PGW’s 
September 1, 2005 GCR is lower than the September 1, 2005 GCRs of PG Energy Company, UGI and PECO.  Furthermore, the chart indicates that PGW’s requested interim GCR is comparable to PG Energy’s current September 1, 2005 GCR and to the October 1, 2005 GCRs of Equitable Gas Company, Columbia Gas of Pennsylvania and Peoples Natural Gas Company.  

PGW expects the requested interim GCR to provide about $20 million in added billed revenue prior to December 1, 2005.


The Commission previously permitted PGW to make interim GCR updates in February and March of 2001 and in April 2003 during prior periods of extreme gas price volatility.  


Upon review of the Petition, the Supplement, and the accompanying data, it is clear this Petition meets the standard set forth in 52 Pa. Code §53.64(b) and our prior decisions on this subject and that we have the legal authority to approve the Petition.  As it is in the interest of the public that PGW’s rates accurately reflect the costs of providing service, we grant this Petition.  We note that this interim GCR update is subject to reconciliation pursuant to 66 Pa. C.S. §1307 and will be fully reviewed and subject to hearing as part of PGW’s 2006 GCR review, hence hearings will not be directed at this time for the interim request; 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 October 7, 2005.


BY THE COMMISSION,


James J. McNulty



Secretary
(SEAL)
ORDER ADOPTED:  October 6, 2005
ORDER ENTERED:  October 6, 2005
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