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Application of T.W. Phillips Gas & Oil Co. for
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approval of the acquisition by T.W. Phillips Gas
:

& Oil Co. of all of the outstanding common stock
:

of a new exploration and production subsidiary
:








:



And




:
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Application of T.W. Phillips Gas & Oil Co. for 
:

A-122350F0006

approval of the transfer of T.W. Phillips Gas &
:

Oil Co. production plant assets and related 

:

liabilities to said new exploration subsidiary

:








:



And




:








:

Affiliated interest contract for the purchase of gas
:

G-00061164

by T.W. Phillips Gas & Oil Co. from said new
:

subsidiary





:
O R D E R

BY THE COMMISSION:  

We adopt as our action the Recommend Decision of Administrative Law Judge Robert P. Meehan dated July 18, 2006; 
THEREFORE,

IT IS ORDERED:  

1.
That the Joint Petition for Settlement of Rate Investigation and Consolidated Application Proceeding submitted by T.W. Phillips Gas & Oil Co., the Office of Trial Staff, the Office of Consumer Advocate, and the Office of Small Business Advocate on June 30, 2006, and Joined in by Frank William Moore, at Docket Nos. R‑000512178, R‑00051178C0001 through R‑00051178C0006, A‑122350F0005, A‑122350F0006, and G‑00061164, is approved.

2.
That T.W. Phillips Gas & Oil Co., having agreed to do so, not put into effect its Original Tariff Gas-Pa. P.U.C. No. 6, as filed on February 13, 2006.

3.
That T.W. Phillips Gas & Oil Co. may file a tariff or tariff supplements containing changes in rates, rules and regulations consistent with Appendix A to the Joint Petition for Settlement of Rate Investigation and Consolidated Application Proceeding, designed to produce additional annual operating revenues not to exceed $6,200,000.00, exclusive of State Tax Adjustment Surcharge revenues.

4.
That the said tariff or tariff supplements may be filed on less than statutory notice, and may be filed to become effective for service rendered on and after the date of entry of the Commission’s Order in this consolidate proceeding; provided, however, that the effective date of the said tariff or tariff supplements shall not be earlier than September 1, 2006, in accordance with Paragraph 14(d) of the Joint Petition for Settlement of Rate Investigation and Consolidated Application Proceeding.

5.
That T.W. Phillips Gas & Oil Co. shall file detailed calculations with the tariff or tariff supplements, which shall demonstrate, to the Commission’s satisfaction, that the filed rates comply with Joint Petition for Settlement of Rate Investigation and Consolidated Application Proceeding and the Commission’s Order.

6.
That the Application of T.W. Phillips Gas & Oil Co. for approval of (1) the acquisition by T.W. Phillips Gas & Oil Co. of all of the outstanding common stock of a new exploration and production subsidiary; (2) the transfer of T.W. Phillips Gas & Oil Co.’s production plan assets and related liabilities to said new subsidiary; and (3) an affiliated interest contract for the purchase of gas by T.W. Phillips Gas & Oil Co. from new subsidiary, at Docket

Nos. A‑122350F0005, A‑122350F0006, and G‑00061164 is approved, and that certificate of public convenience be issued A‑122350F0005 and A‑122350F0006, evidencing the Commission’s approval.
7.
That, on the date of the transfer of the production plant assets, T.W. Phillips Gas & Oil Co., having agreed to do so, shall remove from its books of account the original cost of the transferred assets and the amount of depreciation reserve applicable to said original cost (i.e., the net book value) as of the transfer date.  Any loss recognized on the transfer of the assets will not be charged to accumulated depreciation.  In future rate proceedings, the Company shall make no claim with respect to the unrecovered investment or liabilities associated with the transferred production plant assets, including any negative net salvage.

8.
That, in accordance with the Joint Petition for Settlement of Rate Investigation and Consolidated Application Proceeding, as approved by this Order, all production from the existing Company wells that are transferred to the E & P Subsidiary shall be dedicated to T.W. Phillips for system supply purposes at the following prices:
	Twelve Month Period
	Guaranteed

Mcf Volume


	Gas Price

	Sept. 1, 2006-Aug. 31, 2007
	1,432,000
	50% of Category 9 monthly index

	Sept. 1, 2007-Aug. 31, 2008
	1,432,000
	60% of Category 9 monthly index

	Sept. 1, 2008-Aug. 31, 2009
	1,432,000
	70% of Category 9 monthly index

	Sept. 1, 2009-Aug. 31, 2010
	1,432,000
	80% of Category 9 monthly index

	Sept. 1, 2010-Aug. 31, 2011
	1,432,000
	90% of Category 9 monthly index



Regardless of actual production from the transferred wells, the E & P Subsidiary guarantees that, for each of the twelve-month periods from September 1, 2006 through August 31, 2011, 1,432,000 Mcf will be delivered to T.W. Phillips for system supply purposes at the foregoing prices.


After August 31, 2011, the production from the transferred wells shall be offered to T.W. Phillips for system supply at the Category 9 monthly index price.

9.
That, in accordance with the Joint Petition for Settlement of Rate Investigation and Consolidated Application Proceeding, as approved by this Order, all production from newly drilled wells on the leaseholds transferred to the E & P Subsidiary shall be dedicated to T.W. Phillips or its customers.  Purchases by T.W. Phillips for system supply of gas produced from newly drilled wells, in excess of any volume necessary to satisfy the guaranteed annual volumes specified above, shall be made pursuant to the price and in accordance with the other terms and conditions set forth in the then existing standard form of Pennsylvania life of the well gas purchase agreement (Category 8) offered by T.W. Phillips to all other local Pennsylvania gas producers, as may be revised from time to time.

10.
That, in accordance with the Joint Petition for Settlement of Rate Investigation and Consolidated Application Proceeding, as approved by this Order, the E & P Subsidiary will make the following payments to T.W. Phillips to be included as a credit to commodity purchased gas costs in T.W. Phillips’ annual calculation of Purchased Gas Costs under Section 1307(f):
	 For the PGC Period Beginning


	  Credit

	August 1, 2006
	$400,000

	August 1, 2007
	$300,000

	August 1, 2008
	$200,000

	August 1, 2009
	$100,000


11.
That the complaints filed by Frank William Moore (Docket No. R‑00051178C0001), the Office of Consumer Advocate (Docket No. R-00051178C0002), the Office of Small Business Advocate (Docket No. R‑00051178C0003), Charles E. Potts (Docket No. R‑00051178C0004); Jean-Oliver Ndap (Docket No. R‑00051178C0005), and Elaine T. Wangler (Docket No. R‑00051178C0006) are sustained or dismissed consistent with the terms and conditions of the Joint Petition for Settlement of Rate Investigation and Consolidated Application Proceeding, and the Commission’s Order.

12.
That, upon the Commission’s acceptance and approval of the tariff or tariff supplements permitted to be filed herein, the Commission’s investigation at Docket No. R‑00051178 shall be terminated and marked closed.

BY THE COMMISSION,

James J. McNulty

Secretary

(SEAL)

ORDER ADOPTED:  August 17, 2006
ORDER ENTERED:  August 22, 2006
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