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	COMMONWEALTH OF PENNSYLVANIA

PENNSYLVANIA PUBLIC UTILITY COMMISSION

P.O. BOX 3265, HARRISBURG, PA 17105-3265
	IN REPLY PLEASE REFER TO OUR FILE

P-2011-2277868


July 25, 2012
To:
All Jurisdictional Natural Gas Distribution Companies

Re:
Generic Investigation on Gas-on-Gas Competition Issues

  On December 8, 2011, the Bureau of Investigation and Enforcement (BI&E), the Office of Consumer Advocate (OCA), Office of Small Business Advocate (OSBA), Peoples TWP LLC (TWP) and Peoples Natural Gas Company (Peoples) (together “Joint Petitioners”) jointly filed a petition in which they requested the Pennsylvania Public Utility Commission (Commission) to institute an investigation or rulemaking proceeding to address distribution base rate discounting among natural gas distribution companies (NGDCs) with overlapping service territories, often referred to as “gas-on-gas” competition.

The Commission has permitted NGDCs with overlapping service territories to offer distribution service to end users at rates below an incumbent NGDC’s approved maximum tariff rates to compete with lower distribution rate offers from other NGDCs.  It has been argued that it is necessary to flex distribution rates to meet lower rate offers from other NGDCs in order to avoid the loss of all revenues that would occur if these customers were to migrate to another NGDC.  The Commission has also permitted NGDCs to reflect the lower level of revenue related to this flexing of distribution rates in determining the revenue requirement in base rate proceedings.  

The Joint Petitioners assert that it is problematic to attempt to resolve the issues related to gas-on-gas competition in the NGDCs’ individual base rate proceedings.  They further assert that a Commission decision in one base rate case that suspends a NGDC’s use of gas-on-gas competition could result in lost revenues for that particular NGDC and higher rates for its remaining customers, especially if another NGDC, in its own subsequent individual base rate proceeding, is permitted to continue engaging in gas-on-gas competition.  Consequently, in several recent NGDC proceedings, the statutory parties and the NGDCs have agreed that gas-on-gas competition issues should be uniformly resolved on a statewide basis through a generic investigation or rulemaking.


The Commission has determined that separately resolving NGDC gas-on-gas competition issues in each of the NGDC’s next individual base rate proceedings could lead to inequitable results.  We also agree with Joint Petitioners that the issues related to a NGDC’s flexing of distribution rates to meet the lower rates from other NGDCs and the treatment of flexed revenues for ratemaking purposes in future ratemaking proceedings should be resolved through a generic investigation.  Accordingly, we will assign this matter to the Office of Administrative Law Judge for disposition and resolution.  Other interested parties are invited to file interventions in order to participate in these proceedings.
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Very Truly Yours,







Rosemary Chiavetta






Secretary

cc:   Charles Rainey, Chief Administrative Law Judge

        Johnnie Simms, Bureau of Investigation and Enforcement

        Sonny Popowsky, Office of Consumer Advocate

        Steven Gray, Office of Small Business Advocate

PAGE  
PAGE  

