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OPINION AND ORDER


BY THE COMMISSION:

Before the Pennsylvania Public Utility Commission (Commission) for consideration and disposition are:  (1) the Joint Petition for Complete Settlement filed on July 23, 2013 (Joint Petition), by PECO Energy Company (PECO), the Commission’s Bureau of Investigation and Enforcement (I&E), the Office of Consumer Advocate (OCA), the Office of Small Business Advocate (OSBA) and the Philadelphia Area Industrial Energy Users Group (PAIEUG); and (2) the Recommended Decision (R.D.) of Administrative Law Judges (ALJs) Eranda Vero and Marta Guhl, which was issued on August 22, 2013, in the above-captioned proceedings.  No Exceptions to the Recommended Decision were filed.  On August 30, 2013, I&E filed a Revised Statement in Support, after the Recommended Decision was issued.  For the reasons stated below, we adopt the Recommended Decision and approve the Joint Petition.

[bookmark: OLE_LINK1][bookmark: OLE_LINK2]History of the Proceeding

		On April 25, 2013, PECO made a preliminary filing with the Commission pursuant to 52 Pa. Code §§ 53.64 and 53.65 regarding proposed changes in rates resulting from changes in the purchased gas costs and other elements of the company’s Purchased Gas Cost (PGC) rate.  

		On May 31, 2013, pursuant to Section 1307(f) of the Public Utility Code (Code), 66 Pa. C.S. § 1307(f), and the Commission’s Regulations at 52 Pa. Code §§ 53.61-53.69, and the Schedule of Filing Dates established by the Commission, PECO filed its definitive PGC filing, PGC No. 30, proposed Supplement No. 137 to Tariff Gas-Pa.P.U.C. No. 2, to become effective for service rendered on and after December 1, 2013. This tariff supplement proposed to decrease the PGC by $0.1322/Mcf, from the currently effective rate of $6.4016/Mcf to $6.2694/Mcf.  The Company also filed a reconciliation of previously incurred expenses and revenues.  In support of its filing, PECO submitted supporting data and information including the direct testimony of witnesses Anthony P. DiFelice (PECO Statement No. 4) and Carlos P. Thillet (PECO Statement No. 5), with supporting exhibits.  

		As required by 52 Pa. Code § 53.68, PECO provided public notice of the proposed tariff through bill inserts and newspaper publication in PECO’s service territory.

On May 20, 2013, the OSBA filed a Complaint contesting PECO’s filing at C-2013-2364629.  On May 21, 2013, the OCA also filed a Complaint, docketed at 
C-2013-2364490, contesting PECO’s filing.  A Notice of Appearance, dated May 21, 2013, was filed on behalf of I&E.  On May 24, 2013, a Petition to Intervene was filed by PAIEUG which was granted by Prehearing Order No. 1 on June 11, 2013.

		On July 11, 2013, the Parties notified the ALJs that they had reached an agreement on all the issues involved in this proceeding and requested a suspension of the litigation schedule.  The ALJs granted the Parties’ request.  

		On July 23, 2013, the Joint Petition was filed.  As stated above, the signatories to the Joint Petition include PECO, I&E, OCA, OSBA and PAIEUG (collectively, Settling Parties or Joint Petitioners).  Each of the Settling Parties provided a Statement in Support appended to the Joint Petition.  

		On July 26, 2013, the Settling Parties filed a Stipulation and Motion for Admission of Testimony and Exhibits.  The Settling Parties stipulated to the authenticity of the statements and exhibits listed in the Stipulation, waived the opportunity to conduct cross-examination and requested that the statements and exhibits be admitted into the record.  By Order Granting Motion for Admission of Testimony and Exhibits dated August 1, 2013, the ALJs admitted the Stipulation, statements and exhibits into the record of this proceeding.

		The record in this proceeding was closed on August 1, 2013, and consists of the transcript of the prehearing conference, PECO’s filing, the statements and exhibits sponsored by the Parties (and the related Stipulation) which were admitted into the record through the August 1, 2013 Order.  The Joint Petition, with its appendices, was admitted into the record through the Recommended Decision.

		The Parties’ position before the ALJs was that the Joint Petition provided a fair, just and reasonable resolution of the Section 1307(f) issues, was supported by the record and is in the public interest.  Through their Recommended Decision issued on August 22, 2013, the ALJs recommended that the Joint Petition be approved without modification by the Commission.  On August 30, 2013, I&E filed a Revised Statement in Support of the Joint Petition.

The Joint Petition[footnoteRef:1] [1: 	 	For a more detailed discussion of the Joint Petition, see pages 4 through 7 of the Recommended Decision.] 


The principal terms and conditions of the settlement are set forth in paragraphs 13-18 of the Joint Petition, which state as follows:

13.	Purchased Gas Cost Rates

(a)	Attached as Appendix A to this Joint Petition are the rates and underlying cost data resulting from the Settlement that are applicable to the Commodity Charge (“CC”), the Gas Cost Adjustment Charge (“GCA”), the Balancing Service Charge (“BSC”) and the Balancing Charge (“BC”).[footnoteRef:2]  These rates are predicated on the Company’s current gas cost projections and are the same as originally filed in this proceeding.  To the extent that actual experience and changes in forecasted natural gas prices and demand would alter the CC, GCA and the BSC rates, PECO reserves the right to file quarterly adjustments to be effective September 1, 2013, December 1, 2013 and thereafter in accordance with 52 Pa. Code § 53.64.[footnoteRef:3] [2: 	 	Appendix A consists of Statements 1-3 of the PGC 30 Filing and PECO Exhibit CPT-1.  PECO Exhibit CPT-1 shows the derivation of the revised BC.]  [3: 	 	Pursuant to the terms of the settlement of the Company’s gas base rate case at Docket No. R-2008-2028394, the BC may be updated and revised only as part of PECO’s annual PGC filing.] 


(b)	Attached as Appendix B to this Joint Petition is the pro forma tariff page showing the changes to the firm and interruptible supply reservation charges for Rate CGS (City Gate Sales Services).  PECO reserves the right to update Rate CGS and the Rate Transportation Service-Firm (TS-F) standby sales service demand charge, as shown in Appendix A, Statement 1, to be effective December 1, 2013, to the extent that actual experience and changes in forecasted natural gas prices and demand may alter these rates.

14.	Gas Price Hedging

(a)	The Company will continue to comply with the requirements set forth in Paragraph 14 of the 2012 Joint Petition for Complete Settlement (“2012 Joint Petition”)[footnoteRef:4] with respect to its natural gas hedging program.  The Company has complied with the requirements of the volumetric program by making the necessary hedges (PECO St. 5, pp. 36-37; PECO Exhibit CPT-3).  The Company further complied with its obligation to monitor and report the results of the hedging program in the same manner as set forth in Exhibit CPT-2 accompanying PECO’s Statement No. 5 in the PGC 29 Filing (PECO St. 5).   [4: 	 	See PECO’s annual Section 1307(f) proceeding at Docket No. 
R-2012-2302784.] 


(b)	Per Appendix C attached to the 2012 Joint Petition, the Company has issued three Requests For Proposals (“RFP”) for 5,000 decatherms (“dth”) per day at Crayne, South Point or Leidy in an effort to acquire gas principally sourced from Marcellus Shale gas-producing areas of Pennsylvania over a three-year period or any other pipeline interconnection points under PECO’s existing interstate pipeline transportation contracts.  The Company received responses for all three RFPs and entered into three-year fixed price contracts with respondents whose bids provided for least cost supply (PECO St. 5, p. 37).  The Company will issue the fourth and final RFP for 5,000 dth per day in accordance with the schedule set forth in Appendix C to the 2012 Joint Petition.

(c)	The Company is not required by the Settlement to make any changes to its existing hedging program.

15.	Lost And Unaccounted For Gas Monitoring And Reporting

(a)	In accordance with the requirements set forth in Paragraph 15 of the 2012 Joint Petition, the Company has reported lost and unaccounted for gas (“LUFG”) averages for the twelve-month periods ending March 31, 2013 and June 30, 2012 (PECO St. 5, pp. 44-46).  In addition, the Company provided a three-year weighted average for the periods ending March 31, 2012, and March 31, 2013, and the periods ending June 30, 2011, and June 30, 2012 (PECO St. 5, p. 46).  The calculation for weighted LUFG volumes equaled the aggregated three-year LUFG volumes divided by the aggregated three-year supply volumes.[footnoteRef:5]    [5: 	 	In addition, the Commission adopted a final order on April 4, 2013 in its proceeding entitled Rulemaking Re: Establishing a Uniform Definition and Metrics for Unaccounted-for-Gas (subsequently codified at 52 Pa. Code § 59.111), which requires Natural Gas Distribution Companies to report LUFG based on a twelve-month average ending August 31 of each year.  In light of this new requirement, the Company thought it prudent to also include LUFG percentages for periods ending August 31 (PECO St. 5, pp. 45-46).  
] 


(b)	The Company has provided the parties with the LUFG average for the twelve months ending June 30, 2013, and the three-year weighted average for the period ending June 30, 2013.  

(c)	The Company shall continue to monitor its LUFG percentages and will report the following percentages in its 2014 PGC filing:  a three-year weighted average for the period ending March 31, 2014, and the periods ending June 30, 2013, and June 30, 2014 (when the 2014 data becomes available).  The calculation for weighted LUFG volumes will equal the aggregated three-year LUFG volumes divided by the aggregated three-year supply volumes.  The Company expects the June 2014 data to be available in mid-July 2014.  

16.	Retainage 

The retainage volume adjustment rate for transportation service customers will be 2.8% for the twelve months beginning December 1, 2013 and ending November 30, 2014, as shown on the tariff pages attached hereto as Appendix C.  As set forth in the 2012 Joint Petition, the Parties agree that the appropriate retainage rate for the periods after November 30, 2014 will be subject to review in subsequent annual Section 1307(f) proceedings.  

17.	Off-System Sales/Capacity Release Sharing

The Company agrees to change the termination date of the off-system sharing mechanism from March 31 of the subject year, which coincides with the historic period of the annual PGC period, to November 30, which will coincide with the period for the calculation of the C factor.  The Company will be permitted to retain 25% of margin revenues through November 30, 2016.

18.	Cost Recovery For Price Analysis And Buying Advisory Service

PECO will be permitted to recover, as part of its purchased gas costs approved through this proceeding, the annual fee, not to exceed $125,000, to Planalytics® for PECO’s use of its EnergyBuyerSM price analysis and 

advisory service for the period beginning June 1, 2013 and ending May 31, 2014.[footnoteRef:6] [6: 	 	Recovery of Planalytics® costs has been approved in PECO’s annual Section 1307(f) proceedings at Docket Nos. R-2008-2039468, R-2009-2108705, 
R-2010-2174034, R-2011-2239263 and R-2012-2302784 – the Commission approved recovery of this cost in its Order, dated August 17, 2012, adopting the 2012 Joint Petition.  ] 


Discussion

Legal Standards		

Section 1307(f)(5) of the Code, 66 Pa. C.S. § 1307(f)(5), requires that the Commission determine that PECO’s historic period actual gas costs meet the least cost fuel procurement standards set forth in Section 1318 of the Code, 66 Pa. C.S. § 1318.  In addition, Section 1318 findings must be made with respect to the new PGC rates to be established in this proceeding.  In determining whether PECO is pursuing a least cost fuel procurement policy as required by Section 1318, the Commission must make certain specific findings, including the following:  (1) that the utility has fully and vigorously represented its ratepayers’ interests before the Federal Energy Regulatory Commission; (2) that the utility has taken all prudent steps necessary to negotiate favorable gas supply contracts and to relieve the utility from terms in existing contracts with its gas suppliers which are or may be adverse to ratepayer interests; (3) that the utility 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; and (4) that the utility 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 program.



It is the policy of the Commission to encourage settlements. 52 Pa. Code 
§ 5.231.  In order to accept a settlement, the Commission must determine that the proposed terms and conditions are in the public interest.  Pa. PUC v. Philadelphia Gas Works, Docket No. M-00031768 (Order entered January 7, 2004); Pa. PUC v. C S Water and Sewer Assoc., 74 Pa. P.U.C. 767 (1991).

Disposition

We have reviewed the record and the Recommended Decision in this proceeding.  The ALJs have presented us with a thorough and well-reasoned recommendation.  We agree with their findings and conclusions.

		The only item that requires discussion is the Revised Statement in Support, filed on August 30, 2013, by I&E.  In its original Statement in Support (attached to the Joint Petition as Appendix E), I&E discussed the Joint Petition’s treatment of Retainage levels and incorrectly stated that proper Retainage levels would take into account lost and unaccounted for gas and Company Use (CU) gas.  I&E Original Statement in Support at 4, ¶ 8.  However, as pointed out by the ALJs in their Recommended Decision, CU gas was eliminated from PECO’s Retainage methodology in PECO’s 2012 PGC proceeding.  R.D. at 13.  Out of an abundance of caution, I&E filed its Revised Statement in Support of the Joint Petition so as to conform its discussion to the correct Retainage methodology, which excluded CU gas.  I&E Revised Statement in Support at 4, ¶ 8.  The remainder of the Revised Statement in Support is substantially similar to the original document, including the reasons for I&E’s support, which was relied upon by the ALJs in their Recommended Decision.

		Based on the foregoing discussion, we will adopt the Recommended Decision and make the following findings as required by Section 1318 of the Code, 66 Pa. C.S. § 1318:
		1.	PECO is pursuing a least cost fuel procurement policy that is consistent with PECO’s obligation to provide safe, adequate and reliable service to its customers.  66 Pa. C.S. §§ 1318(a) and (b).

2.	PECO has fully and vigorously represented the interests of its ratepayers in proceedings before the Federal Energy Regulatory Commission.  66 Pa. C.S. § 1318(a)(1).

3.	PECO has taken all prudent steps necessary to negotiate favorable gas supply contracts and to relieve the utility from terms in existing contracts with its gas suppliers which are or may be adverse to the interest of PECO’s ratepayers.  66 Pa. C.S. 
§ 1318(a)(2).

4.	PECO has taken all prudent steps necessary to obtain lower gas cost 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.  66 Pa. C.S. § 1318(a)(3).

5.	PECO has not withheld from the market any gas supplies which should have been utilized as part of a least cost fuel procurement policy.  66 Pa. C.S. § 1318(a)(4).

		6.	PECO has attempted to obtain less costly gas supplies which should have been utilized as part of a least cost fuel procurement policy.  66 Pa. C.S. § 1318(b)(1).

		7.	PECO has no contracts for the purchase of gas from affiliated interests which are not consistent with a least cost fuel procurement policy.  66 Pa. C.S. § 1318(b)(2).
		8.	Neither PECO nor any affiliated interest has withheld from the market any gas supplies which should have been utilized as part of a least cost fuel procurement policy.  66 Pa. C.S. § 1318(b)(3).

Conclusion		

		Based on the foregoing discussion, we approve the Joint Petition and adopt the Recommended Decision of Administrative Law Judges Eranda Vero and Marta Guhl, dated August 13, 2013; THEREFORE,

	IT IS ORDERED:

	1.	That the Recommended Decision of Administrative Law Judges Eranda Vero and Marta Guhl, issued August 22, 2013, is adopted.

	2.	That the Joint Petition for Complete Settlement submitted by PECO Energy Company, the Bureau of Investigation and Enforcement, the Office of Consumer Advocate, the Office of Small Business Advocate and the Philadelphia Area Industrial Energy Users Group at Docket Nos. R-2013-2363227, C-2013-2364490 and 
C-2013-2364629 is approved, including all terms and conditions. 

	3.	That PECO Energy Company 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 No. R-2013-2363227 to be effective for services rendered on or after December 1, 2013, subject to quarterly adjustments as permitted by the Commission’s regulations.

	4.	That upon the filing of the tariff supplement by PECO Energy Company acceptable to the Commission as conforming with this Order and the Joint Petition for Complete Settlement, the purchased gas cost rate established therein shall become effective, on one day’s notice, for service rendered on and after December 1, 2013.

	5.	That the Formal Complaint of the Office of Consumer Advocate at Docket No. C-2013-2364490 is deemed satisfied.

	6.	That the Formal Complaint of the Office of Small Business Advocate at Docket No. C-2013-2364629 is deemed satisfied.

	7.	That upon acceptance and approval by the Commission of the tariff supplement filed by PECO Energy Company consistent with this Order, this proceeding shall be marked closed.

[bookmark: _GoBack][image: ]BY THE COMMISSION



Rosemary Chiavetta
Secretary


(SEAL)

ORDER ADOPTED:	October 17, 2013

ORDER ENTERED:	October 17, 2013
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