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I.	HISTORY OF THE PROCEEDING


		On January 3, 2012, National Fuel Gas Distribution Corporation (“Distribution,” “NFGD” or “the Company”) submitted its purchased gas cost (“PGC”) pre-filing pursuant to the Commission’s regulations at 52 Pa. Code §§53.64 and 53.65.  The Company’s pre-filing projected a PGC rate of $7.1467/McF.  On February 1, 2012, Distribution submitted its definitive filing pursuant to Section 1307(f) of the Public Utility Code, 66 Pa. C.S. §1307(f), in support of Supplement No. 125 to Tariff Gas-Pa. P.U.C. No. 9, which was issued February 1, 2012, to be effective for service rendered on or after August 1, 2012.  Relative to the current rate of $5.1970/McF, the Company’s definitive filing on February 1, 2012 projected an increase of $1.9497/McF to $7.1467/McF.    

		On January 13, 2012, the Office of Consumer Advocate (“OCA”) filed a Formal Complaint, Public Statement and Notice of Appearance against Distribution’s proposed PGC rates at Docket No. C-2012-2283065.  On January 13, 2012, the Bureau of Investigation and Enforcement (“BI&E”) filed its Notice of Appearance.  On January 20, 2012, the Office of Small Business Advocate (“OSBA”) filed its Formal Complaint, Public Statement and Notice of Appearance at Docket No. C-2012-2284611.  On February 2, 2012, a Formal Complaint was filed by James Amitrone at Docket No. C-2012-2286737.    

           On January 31, 2012, the undersigned Administrative Law Judge (“ALJ”) issued a Prehearing Conference Order scheduling a prehearing conference for Thursday, February 9, 2012. The Prehearing Conference was held on Thursday, February 9, 2012 as scheduled.  The parties participating and represented by counsel were Distribution, BI&E, OCA, and OSBA.  Counsel for Distribution, BI&E, the OCA, and the OSBA filed prehearing memoranda.  A Prehearing Order was issued by the undersigned ALJ on February 9, 2012 following the Prehearing Conference.

		On April 17, 2012, Distribution informed the undersigned ALJ that Distribution, BI&E, OCA and OSBA (“Settlement Parties”) achieved a settlement in principle of all issues and the Settlement Parties further agreed that the OSBA would submit surrebuttal testimony consistent with the litigation schedule established in the Prehearing Order issued on February 9, 2012.  The litigation schedule was suspended on April 20, 2012 and the evidentiary hearings scheduled for April 24-25, 2012 in Harrisburg were cancelled to enable the Settlement Parties to reduce their settlement in principle to writing.

On April 20, 2012, counsel for Distribution, John H. Isom, Esquire, filed a Joint Motion of All Active Parties for Admission of Testimony and Exhibits into Evidence (“Joint Motion”), executed by the Settlement Parties to this proceeding.[footnoteRef:1]  On April 24, 2012, the Joint Motion was served on Mr. Amitrone.  Mr. Amitrone did not file a response to the Joint Motion.     [1:  James Amitrone was the only individual who filed a complaint against Distribution’s proposed increase in rates at Docket No. C-2012-2286737.  He has not otherwise participated in this proceeding.  He is the only party who did not join in the settlement.  ] 


		On May 11, 2012, the Settlement Parties filed a Stipulation in Settlement of the Rate Investigation pursuant to 66 Pa. C.S. §1307(f) (“Settlement”).  On May 14, 2012, the undersigned ALJ sent a letter to Mr. Amitrone advising him that any written comments or objections to the Stipulation in Settlement of the Rate Investigation must be filed and received by the undersigned ALJ on or before May 24, 2012.   

		On May 15, 2012, the undersigned ALJ issued a First Interim Order granting the Joint Motion filed on April 20, 2012.  

		Mr. Amitrone did not file comments or objections to the Settlement by May 24, 2012.  On May 25, 2012, the undersigned ALJ issued an order closing the hearing record.

II.	FINDINGS OF FACT

		Based on the evidence of record in this proceeding, and as required by Section 1318(a) and (b) of the Code, 66 Pa. C.S. §1318(a) and (b), the following findings are made:

		1.	Distribution has fully and vigorously represented the interests of its ratepayers in proceedings before the Federal Energy Regulatory Commission.
		2.	Distribution has taken all prudent steps necessary to negotiate favorable gas supply contracts and to relieve it from terms in existing contracts with its gas suppliers which are or may be adverse to the interests of its ratepayers.

		3.	Distribution has taken all prudent steps necessary to obtain lower cost gas supplies on both short-term and long-term bases both within and outside the Commonwealth, including the use of gas transportation arrangements with pipelines and other distribution companies.

		4.	Distribution has not withheld from the market or caused to be withheld from the market any gas supplies which should have been utilized as part of a least cost fuel procurement policy.

		5.	Distribution has fully and vigorously attempted to obtain less costly gas supplies on both short-term and long-term bases from nonaffiliated interests.

		6.	Each contract for the purchase of gas from Distribution’s affiliated interest is consistent with a least cost fuel procurement policy.

		7.	Neither Distribution nor its affiliated interest has withheld from the market any gas supplies which should have been utilized as part of a least cost fuel procurement policy.

III.	DESCRIPTION AND TERMS OF THE SETTLEMENT

[bookmark: _GoBack]The Stipulation in Settlement of the Rate Investigation pursuant to 66 Pa. C.S. §1307(f) (“Settlement”), which is fully executed by Distribution, BI&E, OCA and OSBA (“Settlement Parties”), consists of 17 pages and Attachments “A,” “B,” and “C.”[footnoteRef:2]  The Settlement Parties request that the Commission find Distribution has met the standards of Section 1318 of the Public Utility Code, 66 Pa. C.S. §1318, as required by Section 1307(f)(5) of the Public Utility Code, 66 Pa. C.S. §1307(f)(5), as to all actual purchased gas costs in the twelve-month historic reconciliation period.  The Settlement Parties further request that the Commission find, based upon information presently available and based upon evidence of record in this proceeding concerning Distribution’s projected purchases and purchasing policies, that the rates to be adopted by the Commission result from Distribution’s compliance with the provisions of Section 1318 of the Public Utility Code, including Sections 1318(a)(1), 1318(a)(2), 1318(a)(3), 1318(a)(4), 1318(b)(1), 1318(b)(2) and 1318(b)(3), 66 Pa. C.S. §§1318(a)(1), 1318(a)(2), 1318(a)(3), 1318(a)(4), 1318(b)(1), 1318(b)(2) and 1318(b)(3); Settlement, pp. 10‑11.     [2:  The Stipulation in Settlement of the Rate Investigation and Attachments are not attached to this Recommended Decision.
] 


The Settlement Parties acknowledged and agreed that this Settlement shall have the same force and effect as if the Settlement Parties had fully litigated this proceeding with regard to the historic period ended November 30, 2011.  The Settlement Parties agreed that the Settlement is fair, just and reasonable, and therefore in the public interest.  Each Settlement Party filed a statement in support of the Settlement.  The Settlement is conditioned upon the Commission’s approval of terms and conditions contained therein without modification.[footnoteRef:3]  Settlement, pp. 14-16.    [3:  The Conditions of the Settlement are set forth in numbered paragraphs 58-65 on pages 14-16 of the Settlement.  ] 

 
		The Settlement Parties agreed to several proposed findings of fact with citations to the record of admitted evidence.  These proposed findings provide the information necessary to support the “Findings of Fact” set forth in the preceding section of this Recommended Decision.  

		The Commission approved the realignment of Distribution’s pipeline and storage capacity to identify specific capacity as being held for its New York customers or its Pennsylvania customers in an Order entered on October 25, 2001, at Docket No. R-00994898.  Generally, delivery points in Pennsylvania were assigned to the Pennsylvania Division and delivery points located in New York were assigned to the New York Division.  Settlement, p. 4.

The Settlement Parties proposed several findings of fact regarding Distribution’s primary gas supplies.  According to the Settlement Parties, Distribution relies primarily upon gas supplies transported by Tennessee Gas Pipeline, LLC (“Tennessee”), Columbia Gas Transmission, LLC (“Columbia Transmission”) and Texas Eastern Transmission, LP (“Texas Eastern”) to meet the requirements of its sales customers in Pennsylvania.  PGC Ex. No. 8, pp. 3‑5.  Distribution contracts with Columbia Transmission for Firm Transportation Service, Firm Storage Service and Storage Service Transportation.  PGC Ex. No. 8, pp. 3-5.  Tennessee, Columbia Transmission and Texas Eastern transport Distribution’s gas supplies to Distribution’s pipeline capacity on National Fuel Gas Supply Corporation (“Supply”).  Supply, in turn, either delivers such gas supplies to Distribution for use by Distribution’s sales customers or injects such supplies into storage fields for later delivery to Distribution for use by its sales customers.  PGC Ex. No. 4, p. 2, PGC Ex. No. 8, p. 4.  Supply is an affiliate of Distribution and is subject to the regulatory jurisdiction of the Federal Energy Regulatory Commission (“FERC”).  PGC Ex. No. 4, pp. 2-3.  Supply owns and operates a transmission system and storage fields, and Supply charges Distribution for transportation and storage services under Supply’s FERC-approved tariff.  PGC Ex. No. 4, pp. 4-6.  The Settlement Parties submit that Distribution’s capacity on Supply, Tennessee, Columbia Transmission and Texas Eastern is critical for the operation of the system, the provision of reliable service to customers and Distribution’s least cost fuel procurement policy.  PGC Ex. No. 8, pp. 2-3; Settlement, pp. 4-5.

The Settlement Parties agree that, at least through July 31, 2013, the end of the application period in this proceeding, Distribution will continue to rely principally upon gas supplies transported through facilities of Tennessee, Columbia Transmission, Texas Eastern and Supply, as well as storage (particularly on Supply), to meet the needs of its Pennsylvania sales customers.  PGC Ex. No. 8, pp. 2-4, 14-20; PGC Ex. No. 30.  According to the Settlement Parties, the availability of storage enhances Distribution’s ability to buy gas and to utilize its firm upstream transportation capacity at high load factors.  PGC Ex. No. 8, pp. 4 and 13-14.  Locally produced gas delivered directly to Distribution or transported by Supply to Distribution made up 17.1 percent of gas supplies purchased by Distribution to meet Distribution’s Pennsylvania sales requirements during the 12 months ended November 30, 2011.  The remaining 82.9 percent of gas supplies for Distribution’s sales customers were purchased from sources upstream of Supply.  PGC Ex. No. 1, Schedule 1, Sheet 1; Settlement, p. 5.  

According to the Settlement, the remainder of Distribution’s system supply that is not transported by pipelines upstream of Supply consists of Appalachian supplies directly attached to the systems of Supply or Distribution and a small volume of gas from T.W. Phillips Gas and Oil Co.  PGC St. No. 3, pp. 2-3; PGC Ex. No. 1, Schedule 1, Sheet 1; Settlement, p. 7.  

The Settlement provides that during the twelve months ended November 30, 2011, Distribution purchased 3,650,632 Mcf of locally-produced gas to serve customers in Pennsylvania.  PGC Ex. No. 1, Schedule 1, Sheet 1.  Distribution expects to continue to purchase local gas at prices that will not increase the weighted average cost of gas supplies that it sells to its customers.  PGC Ex. No. 8, pp. 20-21.  Distribution purchases dedicated, non-firm, life of reserve gas from Appalachian producers that is priced at an Appalachian Index (“AI”).  The AI is the simple average of the first of the month spot prices for gas delivered to Dominion Transmission, Inc. and Columbia Transmission as reported by Inside FERC’s Gas Market Report and by Natural Gas Intelligence.  PGC Ex. No. 4, p. 13.  Non-dedicated or excess gas, which is available to Distribution on a monthly best-efforts basis, is purchased at 80 percent of the AI rate PGC Ex. No. 4, p. 13.  The Settlement Parties agreed that Distribution will continue to solicit offers from local producers whenever Distribution has an opportunity to adjust its upstream pipeline capacity.  Under such circumstances, Distribution will consider proposals that provide the same or greater operational benefits and that are at least as reliable as the capacity that may be replaced.  In evaluating such offers, Distribution will perform an economic analysis that will reflect any associated reduction in pipeline capacity costs.  PGC Ex. No. 4, pp. 11; PGC Ex. No. 8, pp. 20-21; Settlement, p. 8.  

The Settlement Parties agreed that Distribution has fully and vigorously represented the interests of its ratepayers in proceedings before the FERC.  PGC Ex. No. 6.  The Settlement discusses two proceedings in which Distribution intervened and participated.  The first proceeding was Supply’s rate proceeding before the FERC and the second proceeding was a general rate filing by Tennessee with the FERC.  
On October 31, 2011, Supply filed with the FERC a general rate filing pursuant to Section 4 of the Natural Gas Act.  Distribution intervened in the proceeding and made specific proposals regarding:  (1) storage terms, conditions and contract administration and (2) pooling procedures and pooling points to encourage development of a liquid point in light of changing gas flows.  Distribution continues to review proposed changes to rates and terms and conditions of service to determine whether they are just and reasonable.  On November 30, 2011, the FERC accepted and suspended Supply’s “base case” tariff to become effective on May 1, 2012, upon motion by Supply, subject to refund.  In the order, the FERC accepted some of the proposed tariff revisions but directed that other provisions be modified to conform to the FERC policy or that Supply provide further explanation of why the policy should not apply to it.  The rate proceeding has been assigned to an ALJ and a hearing schedule has been established.  PGC Ex. No. 6, pp. 3‑11; Settlement, p. 6.     

The second proceeding before the FERC involved Tennessee.  On November 30, 2010, Tennessee submitted to the FERC a general rate filing under Section 4 of the Natural Gas Act.  Distribution intervened and actively participated in the proceeding individually and as a member of the Northeast Customer Group (“NCG”).  The rate proceeding was resolved by means of a settlement, under which Tennessee’s cost of service was reduced, a rate design that benefited Distribution was adopted, a sharing mechanism under which firm customers like Distribution would share in revenues in excess of the authorized level was implemented and a rate moratorium under which Tennessee may not submit to the FERC a general rate filing until April 1, 2014 was imposed.  In addition, Tennessee agreed to further discussions regarding pooling points and elevation of secondary receipts to primary deliveries, and Tennessee agreed to file and support a tariff change[footnoteRef:4] to raise the priority of secondary in-path transactions closer to the priority of primary transactions.  On December 5, 2011, the FERC approved the settlement, effective January 1, 2012.  PGC Ex. No. 6, pp. 16-21; Settlement, pp. 6-7. [4:  Tennessee filed such tariff changes in FERC Docket No. RP-12-514 on March 23, 2012.  ] 


The Settlement Parties agreed that Distribution maintains capacity on interstate pipelines sufficient to meet the requirements of its firm customers during peak day and peak season periods.  In order to mitigate the cost to customers of natural gas supplies and achieve revenues, Distribution makes off-system sales.  In addition to off-system sales, Distribution achieves revenues, pursuant to programs under FERC Order 636, for releases of capacity on Supply and on upstream pipelines that serve Distribution when they are not needed to serve firm customers.  Distribution also participates in asset management and storage fill contracts.  Distribution participates in a sharing mechanism under which it retains 25 percent of the net revenues from off-system sales, capacity releases and asset management arrangements, including storage fill contracts.  PGC Ex. No. 8, pp. 26-30; Settlement, p. 7.  

According to the Settlement, Distribution has implemented, with the Commission’s approval, a system-wide “Energy Select” program throughout its Pennsylvania service territory under which all customers, except those served under Distribution’s Low Income Residential Assistance Program, may choose a natural gas supplier other than Distribution.  Distribution has identified all purchased gas costs associated with the implementation of the program and is recovering such costs from entities participating in the program.  PGC St. No. 2, pp. 2-6; PGC St. No. 102, pp. 3-5; Settlement, p. 9.  

According to the Settlement, Distribution will continue to implement, over the next several years, a plan to diversify the basins from which it purchases natural gas supplies.  Distribution intends to reduce its reliance on purchases from the Gulf of Mexico and Southwestern basins and to further diversify its supply sources by obtaining natural gas from basins in the Rocky Mountains and Canada.  The purpose of the supply basin diversification program is to reduce Distribution’s dependence on natural gas purchased from the Southwest and Gulf of Mexico, where production can be substantially disrupted by a single event, such as a hurricane.  Supply basin diversification will enable Distribution to reduce the impacts of such events on its natural gas supplies.  PGC St. No. 5, pp. 4-11; Settlement, p. 9.

The Settlement provides that, in order to maintain service to several remote pockets of customers without constructing additional pipeline facilities, Distribution has entered into two exchange agreements – one with UGI Central Penn Gas, Inc. and one with Columbia Gas of Pennsylvania, Inc.  Under the agreements, each company takes from the other volumes of gas needed to provide service.  The agreements do not contemplate purchases of gas; instead they contemplate that each company will receive approximately the same volumes of gas from the other over time.  If needed, additional deliveries are arranged to eliminate any balance that has built up over time.  The companies do not charge each other for this service.  PGC Ex. 4, p. 12; Settlement, pp. 9-10.  

		In the section of the Settlement under the subheading, “Other Terms and Conditions,” the Settlement Parties express their agreement with respect to nine separate issues.  

A. PGC Rates

The Settlement Parties request approval of the form of tariff supplement provided as Attachment “A” to the Settlement, including the rates set forth therein.  According to the Settlement, the rates in Attachment “A” have been updated through February 29, 2012, and are subject to further updates for actual over/under recoveries of purchased gas costs through June 30, 2012, and updates for revisions to the forecasts of wellhead prices.  The data and calculations used to produce the rates contained in Attachment “A” are provided in Attachment “B” to the Settlement.  Settlement, pp. 11-12.  

B. Design Day Requirements

The Settlement Parties agree that the rates established in this proceeding shall be based on a contracted for level of pipeline and storage capacity of 309,715 Dth/day.  The Settlement Parties further agree to use the throughput and capacity amounts projected by the Company to calculate rates in this proceeding.  According to the Settlement, the acceptance by the Settlement Parties of this level of throughput and capacity to calculate rates does not indicate their acceptance, and the Commission’s approval of the Settlement will not indicate its approval of the procedures or methodologies used to calculate these levels of throughput and capacity.  Settlement, p. 12.  

In Distribution’s 2013 Section 1307(f) proceeding, any party may contend that Distribution should adjust its capacity to a different level.  If the Commission makes a determination concerning the appropriate level of capacity for Distribution, Distribution will undertake all reasonable and appropriate actions, after the determination becomes final, to adjust its level of capacity to the level determined to be appropriate.  Settlement, p. 12. 

The Settlement Parties agree that no party to this Settlement may contend that there should be a disallowance of recovery by Distribution of its cost of capacity for any period prior to Distribution’s first opportunity to adjust its capacity after the determination of the appropriate level of capacity has become final.  Settlement, p. 12.   

C. Retainage

The Settlement Parties agree Distribution will reduce the retainage rate to 0.31% (0.31% = 0.29% lost and unaccounted for gas (“LAUF”) + 0.02% company use gas).  The 0.29% LAUF rate is equal to the median of the LAUF rates for the five 12-month periods ended July 2007-2011, as presented in Table TJC-2 of Thomas J. Clark’s testimony, PGC Statement No. 2.  According to the Settlement, the acceptance by the Settlement Parties of this retainage rate does not indicate their acceptance, and the Commission’s approval of the Settlement will not indicate its approval of the procedures or methodologies used to calculate this retainage rate.  Settlement, pp. 12-13.

The Settlement provides that any transportation customer presently being charged a different retainage rate for lost and unaccounted for gas and company use will continue to be charged the different percentage until the percentage is modified in a new contract or pursuant to Distribution’s tariff.  Settlement, p. 13.

The Settlement Parties agree that the Commission should approve the renewals and changes in pipeline and storage capacity contracts that are explained in PGC Exhibits 4 and 8 and in PGC Statements 1, 5 and 6.  Settlement, p. 13. 



D. Tennessee Pipeline Refunds

The Tennessee Gas Pipeline refund will be included in rates effective August 1, 2012.  The Settlement Parties agree that, as proposed by the Company, the demand-related portion of the refund shall be included in the delivery charge rates charged to sales and SATC (“Small Aggregation Transportation Customer Service”) customers and the commodity portion of the refund shall be included in the Gas Adjustment Charge billed to sales customers.  Settlement, p. 13.

E. Allocation of Contingency Capacity

The Settlement provides that Distribution’s purchased gas cost rates will include an allocation of contingency capacity in sales and transportation rates, including SATC delivery rates.  The amount of contingency capacity to be allocated to delivery rates shall be 22,632 Dth.  Attachment C of the Settlement provides an update of PGC Exhibit No. 13A that includes an allocation of contingency capacity to the purchased gas costs to be included in SATC and other rates.  Settlement, p. 13.

F. Overrun Charges from Columbia Transmission

The Settlement requires Distribution to reduce the level of purchased gas costs that it proposes to recover in this proceeding by $36,175, the amount of overrun charges from Columbia Transmission for October 2011; provided, however, that Distribution will retain any settlement of or other reduction in the overrun penalties from Columbia Transmission that was not born by Distribution’s PGC customers.  Settlement, pp. 13-14.

G. Rates for Firm Gathering Service from Supply

The Settlement requires Distribution to continue to represent the interests of its customers in proceedings before the FERC regarding ratemaking issues, including issues related to Supply’s gathering rates.  The firm gathering rates that the Company is charged to provide services to its customers connected to Supply’s gathering system are the subject of the FERC rate proceedings.  The FERC is required to establish just and reasonable rates for pipeline services.  The Settlement further requires the Company to continue to report on its actions before the FERC as required by the PUC regulations and as presented in PGC Exhibit No. 6.  Settlement, p. 14. 

H. Tariff Changes

The Settlement Parties request that the Commission approve the tariff changes set forth in the form of tariff supplement provided as Attachment A to the Settlement.  The tariff changes are identified in the List of Changes that is included at pages 2-3 of Attachment A.  Settlement, p. 14.

I. Gas Management Plan

The Settlement Parties agree that Distribution’s proposed gas management or hedging plan as set forth in PGC Exhibit POL-1 should be approved.  Settlement, p. 14.        

IV.	DISCUSSION

A.	Stipulation in Settlement

It is the policy of the Commission to encourage parties to contested on-the-record proceedings to settle the dispute.  See, 52 Pa. Code §5.231(a).  Settlements eliminate the time, effort and expense of litigating a matter to its ultimate conclusion, which may include review of the Commission’s decision by the appellate courts of Pennsylvania.  Such savings not only benefit the individual parties, but also the Commission and all other ratepayers of the respondent utility.  In this proceeding, the Settlement Parties have submitted separate Statements in Support of the Stipulation in Settlement.


1.	Distribution’s Position

According to Distribution, the Settlement accomplishes the resolution of issues which could have been difficult for the parties, the ALJ and the Commission to resolve if the issues had been fully litigated.  The Settlement reflects the efforts of Distribution, OCA, BI&E and OSBA to address and resolve these issues and Distribution requests that it be approved.  Distribution claims that the Settlement resolves all issues in this proceeding and thus would reduce the need for the parties and the Commission, including its various bureaus and offices, to expend substantial resources for the resolution of this litigation.  Distribution also claims that the Settlement avoids the uncertainty and expense related to possible appeals from decisions in a fully litigated proceeding.  Distribution then goes on to briefly discuss seven issues resolved by the Settlement.  Distribution Statement in Support, pp. 1-2, 4-5.

a. Retainage and the MMT (“Monthly Metered Transmission”) Rate

According to Distribution, one major benefit of the Settlement is that it resolves issues related to the level of retainage that Distribution will charge to transportation customers.  Under the Settlement, the present level of retainage, which is 0.46 percent will be reduced to 0.31 percent.  This level will remain in effect through July 31, 2013.  The retainage percentage reflects a company-use percentage of 0.02 percent and 0.29 percent for lost and unaccounted for gas.  The lost and unaccounted for gas percentage is the median of the lost and unaccounted for gas percentages for the 12-month periods ended July 30, 2007 through 2011.  Distribution claims this low retainage percentage reflects its success in controlling lost and unaccounted for gas.  Distribution also claims that the resolution of issues related to retainage is important because such issues can be difficult and have potential consequences in the marketplace.  Distribution St. in Support, p. 2.

b. Design Day Requirements

The rates set in this proceeding will be based on a contracted-for level of pipeline and storage capacity of 309,715 Dth/day for the 2012-13 winter.  This level of contracted-for capacity reflects a reduction of 10,000 Dth/day from the level for the 2011-2012 winter.  According to Distribution, this reduction reflects the Company’s efforts to adjust design day capacity in a conservative manner to reflect changes in customers’ projected design day demand.  Distribution claims the reduced level of capacity and the expenses related thereto are reflected in rates set forth in the Settlement.  Distribution St. in Support, p. 2.

The Settlement provides that approval of the Settlement and the rates set forth therein will not constitute approval of the specific methodologies used by Distribution to calculate design peak day requirements.  Although the Settlement Parties have again been unable to agree on a specific method for calculating design day capacity requirements for Distribution’s customers, the Settlement Parties have agreed to the level of design day capacity set forth above.  Distribution asserts that, despite disagreements regarding the methodology that should be used to estimate design day demand, the Settlement Parties have been able to agree that the results of Distribution’s methodology are reasonable.  Distribution St. in Support, pp. 2-3.

c. Least Cost Gas Procurement Policy

Under the Settlement, the Settlement Parties recommend that the undersigned ALJ and the Commission make specific findings on certain matters which the Commission is required to address in order to determine whether Distribution is following a “least cost” gas procurement program, consistent with its obligation to provide safe, adequate and reliable service, as required under Section 1318(a) of the Public Utility Code, 66 Pa. C.S. §1318(a).  Distribution St. in Support, p. 3.

d. Changes in Pipeline and Storage Capacity Contracts and Renewals

The Settlement requests that the Commission approve the changes in pipeline and storage capacity contracts and renewals.  Distribution points out that these changes are explained in Distribution’s PGC Statements 1, 5 and 6 and in Distribution’s PGC Exhibits 4 and 8.  Distribution St. in Support, p. 3.

e. Gas Cost Management Plan

The Settlement provides that Distribution’s revised gas management or hedging plan, that is set forth in Distribution’s PGC Exhibit POL-1 and explained in Distribution’s PGC Statement 6 at pages 13-15, should be approved.  According to Distribution, under the revised plan, the amount of forward pricing for the forthcoming winter will be reduced from 33 percent to 20 percent.  This reduction in forward-priced gas is appropriate, according to Distribution, because gas supplies from more geographically diverse gas producing basins are available, so that the risk of a sudden and substantial spike in gas prices is much less likely than in prior periods, when a greater percentage of gas supplies were obtained from the Southwest and Gulf Coast regions, where supplies are subject to disruption due to hurricanes.  Further, Distribution believes that forward-priced gas supplies require a price premium based on the risk assumed by the supplier that gas prices will increase before gas is delivered.  Distribution contends that such price premiums make such forward-priced supplies more expensive.  Distribution St. in Support, pp. 3-4.

According to Distribution, even under the revised gas management plan, approximately 53 percent of Distribution’s gas supplies for the 2012-2013 winter will be hedged, which is slightly greater than the average percentage of hedged winter gas supplies of Pennsylvania gas distribution companies.  PGC Statement No. 106, p. 2.  Distribution St. in Support, pp. 3-4.

f. Tennessee Pipeline Refunds

Under the Settlement, refunds from Tennessee Gas Pipeline will be included in rates effective August 1, 2012.  Distribution points out that the demand portion of the refund will be included in the delivery charge rates charged to sales and SATC customers, and the commodity portion of the refund will be included in the Gas Adjustment Charge billed to sales customers.  Distribution St. in Support, p. 4. 


g. Allocation of Contingency Capacity

Distribution points out that its purchased gas cost rates include an allocation of contingency capacity in rates, including the SATC delivery rates.  The contingency capacity will permit Distribution to continue to provide service to firm, essential needs customers in the event of a loss of supply.  Distribution agrees that because the contingency capacity is held for the benefit of, among others, SATC customers, it is appropriate for a portion of the associated costs to be allocated to them.  Distribution St. in Support, p. 4. 

2. BI&E’s Position

According to BI&E, the Settlement satisfies the legal standard for approval thereby supporting its adoption.  Pennsylvania Public Utility Commission v. Philadelphia Electric Company, 60 PA PUC 1, 22 (1985).  BI&E points out that the Commission has recognized that a settlement “reflects a compromise of the positions held by the parties of interest, which, arguably fosters and promotes the public interest.”  Pennsylvania Public Utility Commission v. C. S. Water and Sewer Associates, 74 PA PUC 767, 771 (1991).  BI&E ultimately concludes that the Settlement in the instant proceeding protects the public interest in that a review of the testimony submitted in this proceeding shows that compromises are evident throughout the Agreement.  BI&E maintains that the record evidence supports the adoption of each provision.  BI&E St. in Support, p. 3.  

BI&E submits that resolution of this case by settlement rather than complex litigation has avoided the substantial time and expense involved in continuing to formally pursue all issues in this proceeding.  BI&E further submits that acceptance of the Settlement will negate the need for the preparation of main briefs, reply briefs, exceptions and reply exceptions, and the filing of possible appeals.  Expenses associated with this proceeding are recoverable from ratepayers.  The avoidance of further rate case expense by settlement of this PGC proceeding best serves the interests of Distribution, the active parties and Distribution’s customers, according to BI&E.  BI&E St. in Support, p. 7.

BI&E points out that the Settlement includes the agreement that the natural gas costs incurred by Distribution during the historic period were done so under adherence to a prudent least cost fuel procurement policy.  BI&E also points out that the Settlement provides that the natural gas costs that Distribution will incur in the upcoming period will be based on the Company’s adherence to its established least cost fuel procurement policy.  The Company’s diligence in adhering to a least cost procurement strategy benefits customers directly in their gas bills.  A least cost procurement policy, despite the quarterly fluctuations, benefits ratepayers on an annual basis as it ensures that the Company is diligently obtaining gas for its customers at the most advantageous prices possible.  This statutory policy must be adhered to and BI&E is of the opinion that Distribution’s practices properly reflect this requirement.  BI&E concludes the Company’s average costs reported to the Commission in its quarterly filings demonstrate the prudence of its purchasing practices.  BI&E’s affirmation of the Company’s projected costs is intended to address Distibution’s practice of procuring supplies and is not offered as an endorsement of their accounting methodology.  BI&E St. in Support, pp. 3-4.

BI&E’s review of the Company’s annual PGC filing included an analysis of its claimed E-Factor to ensure that it was done in accordance with established Commission practices.  BI&E explains that the E-Factor represents the claimed interest associated with the Company’s annual PGC filing.  Included in the E-Factor is the report of the over-collection or under-collection of revenue based on the fluctuating cost of purchased gas.  According to BI&E, the proper calculation of the E-Factor protects ratepayers by ensuring that the rates are adjusted appropriately to reflect the impact that these interest charges have on purchased gas costs.  BI&E is satisfied that the Company’s calculations are appropriate and accurate and conform to proper regulatory practices.  BI&E St. in Support, p. 4.

After review, BI&E concludes the Company’s projected gas costs (“C-Factor”) are planned in accordance with approved Commission practices.  According to BI&E, this adherence to approved regulatory principles aids ratepayers in that the Company’s purchased gas practices are being accomplished with the balanced interests of the Company and its ratepayers being considered. BI&E points out that the actual implementation of the Company’s plan will be reviewed in next year’s PGC proceeding.  BI&E opines that ratepayers are protected in that Distribution gains no unwarranted financial advantage through its gas purchasing practices.  BI&E St. in Support, pp. 4-5.

In the Settlement, the retainage percentage applied to transportation customers will be adjusted to a level of 0.31%.  According to BI&E, this level adequately addresses the Company’s experienced LUFG and Company Use gas.   Proper regulatory practice requires that Company Use gas be combined with LUFG when considering the appropriate retainage rate.  BI&E explains that the establishment of the proper retainage levels is necessary to ensure that transportation customers contribute an adequate, but not excessive, amount in support of the expense associated with LUFG.  This practice of establishing proper retainage percentages eliminates the unwarranted shifting of responsibility for LUFG to other system customers, according to BI&E.  Proper retainage levels equalize the responsibilities of the rate classifications and protect all ratepayers by ensuring equitable contributions to LUFG.  BI&E concludes the adjustment of the Company’s filed retainage percentage to the agreed upon rate in this proceeding is reasonable as it is based on the Company’s actual historical experience and subsequently protects this class of customers from overpaying and providing a subsidy to other rate classifications.  BI&E explains that the application of 0.31% was based on negotiations and compromise and does not endorse any particular methodology in its determination.  BI&E has reviewed the Company’s PGC filing and notes that Distribution’s LUFG  is extremely low when compared to other Natural Gas Distribution Companies (“NGDC”) in Pennsylvania.  BI&E opines that the levels incurred by Distribution indicate no cause for concern with respect to any adjustments due to LUFG.  Distribution has claimed its Company Use gas to be 0.02%.  BI&E maintains that the Company’s claimed usage is extremely limited and does not require further investigation.  BI&E St. in Support, pp. 5-6.

BI&E concludes the Company’s PGC practices adequately protect its ratepayers as its annual filings include provisions deemed appropriate in protecting the public interest.  BI&E claims provisions agreed to in last year’s proceeding have been implemented and policies are in place to protect the Company’s ratepayers from the impact of purchased gas costs on rates borne by the consumer.  The remaining issues raised in BI&E’s Prehearing Memorandum have been satisfactorily resolved through discovery and settlement discussions with the Company and other interested parties, according to BI&E.  BI&E St. in Support, p. 6.    
BI&E points out that the Settlement is conditioned upon the Commission’s approval of all terms and conditions contained therein.  BI&E St. in Support, p. 7.

3.	OCA’s Position

The OCA submits that the proposed Settlement is in the public interest and in the interest of Distribution’s ratepayers.  The Settlement consists of several key terms which the OCA highlights.  The Settlement establishes a design day requirement for the contracted level of pipeline and storage capacity of 309,715 Dth/day.  Settlement, p. 12.  According to the OCA, determination of a reasonable design day requirement ensures that Distribution does not obtain unnecessary capacity which the Company’s customers then would have to pay for through the purchased gas costs (PGC) rates.  Further, pursuant to the Settlement, the Company will allocate a portion of the Contingency Capacity to Choice (SATC delivery rates) customers.  Settlement, p. 13.  Choice customers receive a benefit from this capacity, which is reserved to serve them, and therefore, the OCA believes they should be allocated a portion of the costs.  The Company also agreed to remove from PGC rates overrun charges incurred due to Distribution exceeding its permissible maximum monthly storage injection quantities.   Id.   Under the Settlement, PGC customers will be allocated a $1.8 million refund resulting from the Tennessee Gas pipeline proceeding at the FERC.   Id.   Finally, Distribution will continue to report on its actions before the FERC in PGC Exhibit No. 6 and will continue to represent the interests of its customers before the FERC, including gathering system issues related to Supply’s base rate proceeding at Docket No. RP12-88-000.  Settlement, p. 14; OCA St. in Support, pp. 2-3.

	a.	Design Day Requirements

The Settlement Parties accepted the total system design day peak requirement forecast for the twelve months ending July 2012, of 309,715 Dth/day for the contracted level of pipeline and storage capacity, as shown on PGC Exhibit No. 30.  Settlement, p. 12; PGC Ex. No. 30; OCA St. No. 1, pp. 5-10.  According to the Settlement, however, the Settlement Parties’ acceptance of this level of design day requirements for this period does not indicate an acceptance or approval of the procedures or methodologies used to calculate the design day requirement for future periods.  Settlement, p. 12.  According to the OCA, determination of a reasonable design day requirement ensures that Distribution does not obtain an unnecessary excess of supply which the Company’s customers would then have to pay for through PGC rates.  OCA St. in Support, p. 3.

	b.	Contingency Capacity Allocation

The Settlement allocates a portion of the Contingency Capacity costs to PGC customers, MMT customers and Choice (SATC delivery rates) customers.  Settlement, p. 13.  The Company’s filing did not allocate any portion of the Contingency Capacity costs to Choice customers.  OCA St. No. 1, p. 11.  The OCA submits that Contingency Capacity is available to serve and to benefit Choice customers, as well as PGC and MMT customers.  Therefore, the OCA believes it is appropriate for Choice customers to receive an allocation of the Contingency Capacity using the same approach used for MMT and PGC customers.  PGC rates will be reduced by $329,357 due to removal of the Choice customers’ Contingency Capacity allocation from PGC rates.  OCA St. No. 1, p. 12, Ex. JDM-2; OCA St. in Support, p. 4.  	

	c.	Tennessee Pipeline Refunds

The Settlement provides that the Tennessee Gas Pipeline refund in the amount of $1.8 million will be included in rates effective August 1, 2012.  Settlement, p. 13; OCA St. No. 1, p. 14.  As a result of the Tennessee Gas Pipeline rate proceeding (Docket No. RP11-1566) at the FERC, Distribution received a $1.8 million refund in March 2012.  This refund was not previously included in Distribution’s 2012 definitive filing.  Id.; OCA St. No. 1, Ex. JDM-4.  According to the OCA, the $1.8 million should be refunded to PGC customers because PGC customers were charged Tennessee’s higher proposed rates during the period of the rate proceeding.  The OCA submits that this refund will provide a significant benefit to PGC customers and will reduce the rates of PGC customers by $1.8 million. OCA St. No. 1, Ex. JDM‑1; OCA St. in Support, p. 4.  


	d.	Overrun Charges from Columbia Transmission

The Settlement provides that Distribution will reduce the level of purchased gas costs that it proposes to recover in this proceeding by $36,175 related to overrun charges imposed by Columbia Gas Transmission (“TCO”) for an October 2011 overrun charge.  Settlement, pp. 13-14; OCA St. No. 1, p. 13, Ex. JDM-3.  TCO provided Distribution with notice on October 14, 2011 that penalty charges would be assessed against customers exceeding their maximum monthly storage injection quantities.  The overrun charge was incurred because Distribution thereafter exceeded its monthly storage injection quantity provided for under TCO’s FERC-approved tariff.  OCA St. No. 1, p. 13.  The Settlement provides that this overrun charge will be removed from PGC rates.  OCA St. in Support, p. 5.

	e.	Rates for Firm Gathering Service from Supply

The Settlement provides that Distribution will continue to represent the interests of customers before the FERC regarding ratemaking issues, including issues related to Supply’s base rate proceeding at Docket No. RP12-88-000, and will continue to report on its actions before the FERC as required by the PUC regulations and presented in PGC Exhibit No. 6.  Settlement, p. 14; OCA St. No. 1, pp. 15-19.  The OCA raised a concern in its Direct Testimony regarding the proposed significant increase to firm gathering (FG) reservation charges in the Supply base rate proceeding.  OCA St. No. 1, pp. 15-19.  OCA witness Mierzwa requested that the Company specifically report on its efforts to reduce the FG costs in Distribution’s 2013 1307(f) proceeding.  Id. at 19.  The OCA is satisfied that Distribution’s participation in the FERC Supply case, the OCA’s participation in the proceeding, and the proposed inclusion of the activities in next year’s PGC Exhibit No. 6 will address the OCA’s concerns for the instant case.  OCA St. in Support, p. 5.

The OCA submits that the terms of the Settlement are in the public interest and in the interest of Distribution’s ratepayers.  Based on the above reasons, the OCA submits that the proposed Settlement should be approved.  OCA St. in Support, p. 6.

	4.	OSBA’s Position
		
		There were two issues addressed by the OSBA in its Statement in Support of the Settlement, the retainage rate and Distribution’s proposed gas cost management plan.  OSBA St. in Support, pp. 2-8.

a.	Retainage Rate

The OSBA’s witness, Robert D. Knecht, recommended that Distribution’s retainage rate should be set “to a rolling historical average rate.”  OSBA St. No. 1, p. 3.  For example, if a three-year average is used, the retainage rate would be set to 0.05% as set forth in Table IEc-1.  Id.  If a five year average is used, Mr. Knecht calculated that the retainage rate would be set to 0.20%.  Id.  In contrast, Distribution originally proposed that the retainage rate be set at 0.46%.  See PGC Statement No. 2, p. 7; OSBA St. in Support, p. 3.

The OSBA submits that the Settlement resolves this issue by setting the retainage rate to 0.31%.  The retainage rate is calculated by adding a LUFG rate of 0.29% to a Company Use rate of 0.02%.  Furthermore, the OSBA points out, the LUFG is itself calculated by taking the median of the LUFG percentages for the 12-month periods ended July 2007-2011.  See PGC Statement No. 2, Table TJC-2.  According to the OSBA, the methodology used by the Settlement, namely the use of the median of the five years of data is similar to the five year “rolling historical average rate” approach deemed reasonable by Mr. Knecht.  OSBA St. in Support, pp. 3-4.  

Therefore, the OSBA submits that the retainage rate methodology, as set forth in the Settlemenet, is a reasonable resolution to this issue and is consistent with the testimony of Mr. Knecht.  Although the Settlement does not adopt a permanent formula by which the retainage rate can be calculated in future Section 1307(f) proceedings, the OSBA concludes the methodology set forth in the Settlement is a fair resolution for this proceeding.


	b.	Distribution’s Proposed Cost Management Plan

The OSBA’s witness, Mr. Knecht, summarized the modification to the gas cost management plan proposed by the Company in this proceeding,
As explained at pages 13 to 15 of Mr. Polka’s testimony (NFGD PGC Statement No. 6), the Company proposes to modify its plan such that it will reduce the share of its winter gas supply requirements purchased through forward market contracts in the preceding summer from 33 percent to 20 percent.  Mr. Polka bases this proposal on the ready availability of gas due to the expansion of shale gas production and the relative stability of gas prices since January 2010.

OSBA Statement No. 1, p. 4.
Mr. Knecht originally opposed the Company’s proposed reduction of forward market contracts.  See OSBA St. No. 1, pp. 4-7.  Mr. Knecht concluded,
Without greater certainty that a price spike will not occur, or without a detailed economic analysis showing that the cost of hedging during the current period of extremely low natural gas prices is resulting in unreasonably high procurement costs, I conclude that the Company has not demonstrated a need to modify the existing gas supply hedging plan at this time.

Id., at 6-7.
Mr. Knecht conducted his own analysis of the Company’s proposal and then withdrew his opposition to the Company’s proposal based upon that analysis.  OSBA St. No. 2, p. 3.  Mr. Knecht explained, as follows:
My analysis relates to two factors:  whether the Company’s forward purchases result in higher costs than unhedged purchases, and whether the Company needs to forward purchase 33 percent of its winter supplies in order to achieve reasonable temporal diversification.

Id., at 4.
In regard to the first factor, whether forward purchases cost more than unhedged purchases, Mr. Knecht explained,
From a theoretical standpoint, this is a question as to whether the forward market prices are biased upward.  That is, are actual spot market prices systematically below those that were implicitly predicted in the forward markets?

OSBA St. No. 2, p. 4.
Mr. Knecht observed, as follows:
NFGD’s own recent experience indicates that, for the past three years, the forward market prices at which NFGD was able to lock in supplies exceeded the market prices at the time the gas was delivered.  Based on the monthly data provide in I&E-37, I prepared a comparison of the hedged ‘forward’ market prices with the unhedged monthly and daily prices for each month.

For the entire period, the average monthly hedged prices exceeded the unhedged prices in every month except one.  During this three-year period, the premium associated with hedging amounted to over $44 million, or nearly 13 percent of purchased gas costs.  Of that, about $17 million was a winter (November to March) premium (10.5 percent) and $27 million was non-winter hedging premium (14.8 percent).  The hedging premiums were the highest in 2009 and have trended down since that time, but remain positive through 2011.

OSBA St. No. 2, pp. 4-5.  This observation led Mr. Knecht to conclude, as follows:
Thus, there is some evidence that forward market prices have been biased upward for the past few years.  Whether that pattern will continue is unknown.

Id., at 5.  Therefore, in regards to Mr. Knecht’s first factor, the OSBA concludes there is evidence which indicated that Distribution’s forward purchases have resulted in higher costs than the Company’s unhedged purchases, at least for the past three years.

In regard to Mr. Knecht’s second factor, the need for temporal diversification, Mr. Knecht summarized the issue, as follows:
Like other natural gas distribution companies, NFGD must supply gas to its PGC customers predominantly in winter months.  If NFGD had to purchase all of the gas in the specific months it was demanded, it would face substantial risks that prices would be extremely high in those months.  By purchasing gas throughout the year, NFGD can reduce the risk associated with being exposed to extreme prices at any one time.

To a large extent, NFGD achieves this diversification by procuring gas in non-winter months for injection into storage.  This risk reduction benefit is achieved without the need for any hedging in the forward markets.  If NFGD were able to levelize its gas purchases throughout the year by using its storage capacity, there would be no need for forward market purchases to achieve temporal diversification.

However, as I noted in my direct testimony, even with substantial storage capacity, NFGD still needs more flowing supplies during the winter months than during the non-winter months.  By locking in the price for some winter flowing requirements through the forward purchases made in the preceding summer, NFGD can improve its temporal diversification.

OSBA St. No. 2, pp. 5-6 (emphasis added).
Mr. Knecht then analyzed Distribution’s monthly supply data to ascertain whether hedging 33 percent or proposed 20 percent of winter supplies would be more appropriate.  Mr. Knecht explained, as follows:
To estimate a reasonable magnitude for that diversification, I reviewed the Company’s monthly flowing supply data for the past three years.  Over that period, the average daily flowing supplies in the five winter months was 73,158 Dth/day, compared to 60,611 Dth/day in non-winter months, and 65,595 Dth/day overall.  In effect, the winter flowing supplies exceeded the average day flowing supplies by about 10 percent (measured as a percent of winter flowing supplies).  This figure varied from year to year, ranging from 6 percent to 15 percent.

Id., at 6.  As a result of this analysis, Mr. Knecht concluded,
Based on this review, I conclude that NFGD should be able to evenly spread its purchases throughout the year and achieve reasonable temporal diversification at its proposed winter hedging rate of 20 percent of flowing supplies.  At the current rate of 33 percent of winter hedging supplies, NFGD essentially has excess exposure to market prices in the non-winter months.

OSBA St. No. 2, p. 6.

Therefore, in light of Mr. Knecht’s analysis, the OSBA supports the change in the Company’s gas cost management plan as proposed by Distribution, and as embodied in the Settlement.

B.	Recommendation - Settlement

The Settlement is the result of compromises.  The Commission encourages compromises between the parties.  Compromises dispense with costly litigation and promote judicial economy.  Upon due consideration of the terms and conditions of the Stipulation in Settlement of the Rate Investigation Pursuant to 66 Pa. C.S. §1307(f), including the supporting statements of Distribution, BI&E, OCA and OSBA, this Settlement constitutes a fair, just and reasonable resolution of the Commission’s investigation for the reasons the Settlement Parties identify supra.  Therefore, the Settlement is in the public interest and approval thereof is recommended. 	
			
V.	CONCLUSIONS OF LAW

1. The Commission has jurisdiction over the subject matter and the parties to this proceeding.  66 Pa. C.S. §§501, et seq.

2. National Fuel Gas Distribution Corporation is pursuing a least cost fuel procurement policy during the relevant time period consistent with its obligation to provide safe, adequate and reliable service to its customers in compliance with Section 1318 of the Public Utility Code, 66 Pa. C.S. §1318.

3. National Fuel Gas Distribution Corporation’s rates for purchased gas costs, as the Settlement Parties have agreed upon in this proceeding, during the relevant time period are just and reasonable and in compliance with Section 1318 of the Public Utility Code, 66 Pa. C.S. §1318.

4. National Fuel Gas Distribution Corporation has fully and vigorously represented the interests of its ratepayers in proceedings before the FERC and other relevant non-PUC proceedings during the relevant time period in compliance with Section 1318(a)(1) of the Public Utility Code, 66 Pa. C.S. §1318(a)(1).

5. National Fuel Gas Distribution Corporation has taken all prudent steps necessary to negotiate favorable gas supply contracts and to relieve itself from terms in existing contracts with its gas suppliers, which are or may be adverse to the interests of its ratepayers, during the relevant time period in compliance with Section 1318(a)(2) of the Public Utility Code, 66 Pa. C.S. §1318(a)(2).

6. National Fuel Gas Distribution Corporation has taken all prudent steps necessary during the relevant time period to obtain lower cost gas supplies on both short-term and long-term bases both within and outside the Commonwealth, including the use of gas transportation arrangements with pipelines and other distribution companies in compliance with Section 1318(a)(3) of the Public Utility Code, 66 Pa. C.S. §1318(a)(3).

7. National Fuel Gas Distribution Corporation has not withheld from the market or caused to be withheld from the market during the relevant time period any gas supplies, which should have been used as part of a least cost fuel procurement policy in compliance with Section 1318(a)(4) of the Public Utility Code, 66 Pa. C.S. §1318(a)(4).

8. National Fuel Gas Distribution Corporation has fully and vigorously attempted to obtain less costly gas supplies on both short-term and long-term bases from nonaffiliated interests during the relevant time period in compliance with Section 1318(b)(1) of the Public Utility Code, 66 Pa. C.S. §1318(b)(1).

9. National Fuel Gas Distribution Corporation’s contracts for the purchase of gas from any affiliated interest during the relevant time period are consistent with a least cost fuel procurement policy in compliance with Section 1318(b)(2) of the Public Utility Code, 66 Pa. C.S. §1318(b)(2).
10. Neither National Fuel Gas Distribution Corporation nor any affiliated interest during the relevant time period has withheld from the market any gas supplies, which should have been used as part of a least cost fuel procurement policy in compliance with Section 1318(b)(3) of the Public Utility Code, 66 Pa. C.S. §1318(b)(3).

11. The Stipulation in Settlement of the Rate Investigation pursuant to 66 Pa. C.S. §1307(f) that National Fuel Gas Distribution Corporation, the Commission’s Bureau of Investigation and Enforcement, the Office of Consumer Advocate and the Office of Small Business Advocate have executed and submitted at this docket is in the public interest.

VI.	RECOMMENDED ORDER


		THEREFORE,

		IT IS RECOMMENDED:

1. That the Stipulation in Settlement of the Rate Investigation pursuant to 66 Pa. C.S. §1307(f) that National Fuel Gas Distribution Corporation, the Commission’s Bureau of Investigation and Enforcement, the Office of Consumer Advocate and the Office of Small Business Advocate have executed and filed at Docket No. R-2012-2281465 be approved.    

2. That National Fuel Gas Distribution Corporation be permitted to file a tariff supplement, on one day’s notice to the Commission, containing changes in rates to provide for the recovery of its costs of purchased gas, consistent with the terms and conditions of the Stipulation in Settlement of the Rate Investigation pursuant to 66 Pa. C.S. §1307(f).

3. That the formal complaints of the Office of Small Business Advocate at Docket No. C-2012-2284611, the Office of Consumer Advocate at Docket No. C-2012-2283065, and James L. Amitrone at Docket No. C-2012-2286737 be dismissed.

4. That National Fuel Gas Distribution Corporation, the Commission’s Bureau of Investigation and Enforcement, the Office of Consumer Advocate and the Office of Small Business Advocate be ordered to comply with the terms and conditions of the Stipulation in Settlement of the Rate Investigation pursuant to 66 Pa. C.S. §1307(f) executed and submitted in this proceeding as though each term and condition stated therein had been the subject of an individual ordering paragraph.

5. That upon the filing of a tariff supplement by National Fuel Gas Distribution Corporation, acceptable to the Commission as conforming with this Order and the Stipulation in Settlement of the Rate Investigation pursuant to 66 Pa. C.S. §1307(f), and the Commission’s approval thereof, the purchased gas cost rates established therein become effective for service rendered on and after August 1, 2012. 

6. That upon acceptance and approval by the Commission of the tariff supplement and supporting data filed by National Fuel Gas Distribution Corporation, as being consistent with this Order and the Stipulation in Settlement of the Rate Investigation pursuant to 66 Pa. C.S. §1307(f), the inquiry and investigation at Docket No. R-2012-2281465 be terminated and the docket marked closed; and that the dockets be marked closed at Docket No. C-2012-2284611, Docket No. C-2012-2283065 and Docket No. C-2012-2286737.  



Date:  May 25, 2012											
								Mark A. Hoyer
								Administrative Law Judge
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