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OPINION AND ORDER

BY THE COMMISSION:

Before the Pennsylvania Public Utility Commission (Commission) for consideration and disposition are the Exceptions of Columbia Gas of Pennsylvania, Inc. (Columbia or the Company) and the Office of Consumer Advocate (OCA) filed on September 11, 2014, to the Recommended Decision (R.D.) of Administrative Law Judge (ALJ) Mark A. Hoyer, issued on August 27, 2014, relative to the above-captioned proceeding.  Replies to Exceptions were filed by Columbia and the OCA on September 22, 2014, and by the Commission’s Bureau of Investigation & Enforcement (I&E) on September 23, 2014.[footnoteRef:1] [1:  	Replies to Exceptions were due on September 22, 2014, by 4:30 pm.  Due to a procedural issue, the Replies to Exceptions filed by I&E on September 22, 2014, were not considered filed until September 23, 2014.  On October 14, 2014, I&E filed a Petition to file Reply Exceptions Nunc Pro Tunc.  In its Petition, I&E requests that the Commission grant the instant Petition and consider the merits of I&E’s Reply Exceptions.  We shall grant the I&E Petition.  ] 


[bookmark: _Toc385521629]History of the Proceeding

On February 26, 2014, Columbia filed Supplement No. 210 to Tariff-Gas Pa. P.U.C. No. 9 with the Commission to become effective April 28, 2014, containing a proposed Pilot Rider New Area Service (Pilot Rider NAS).  Columbia proposed that Pilot Rider NAS will provide an alternative approach to requiring potential new residential customers to pay a large up-front deposit in order for Columbia to extend its natural gas facilities to provide natural gas service.

On March 13, 2014, the OCA filed a Formal Complaint at Docket No. C 2014-2410197.  The Office of Small Business Advocate (OSBA) filed a Formal Complaint on March 19, 2014, at Docket No. C-2014-2415136.  A Petition to Intervene was filed by the Columbia Industrial Intervenors (CII) on March 21, 2014.  
By Order entered April 23, 2014, the Commission noted the suspension of the effective date of Supplement No. 210 by operation of law, pursuant to 66 Pa. C.S. § 1308(b), for six months, or until October 28, 2014, unless permitted by Commission Order to become effective at an earlier date.

	A prehearing conference was held on Friday, May 9, 2014.  A Prehearing Order was issued May 23, 2014, which, inter alia, established the litigation schedule agreed upon by the Parties who participated at the prehearing conference.  No public input hearings were scheduled and no such hearings were requested by any Party.

		A technical evidentiary hearing was held on July 9, 2014.  On July 16, 2014, Main Briefs were filed by Columbia, I&E, the OCA and the OSBA.  Reply Briefs were filed by Columbia, I&E and the OCA on July 23, 2014.  On August 20, 2014, an Interim Order was issued admitting Columbia’s response to the OCA’s on-the-record data request made at the hearing on July 9, 2014.  The on-the-record data request was attached to the Interim Order as Appendix “A” and made a part thereof.  The Interim Order also closed the record.

		The Commission issued ALJ Hoyer’s Recommended Decision on August 27, 2014.  In his Recommended Decision, the ALJ recommended that Columbia’s proposed Rider NAS be approved as modified.  I.D. at 85, 87.

As noted, Columbia and the OCA filed Exceptions to the ALJ’s Recommended Decision on September 11, 2014.  Replies to Exceptions were filed by Columbia and the OCA on September 22, 2014, and by I&E on September 23, 2014.


II.	Background

Columbia proposed Pilot Rider NAS as a four-year pilot program for the purpose of providing an alternative payment option for customers requesting distribution line extensions in areas that currently do not have Columbia gas distribution facilities.  The Company originally proposed Pilot Rider NAS in its 2012 base rate proceeding at Docket No. R-2012-2321748.  As part of the settlement in that proceeding, the Parties agreed “to enter into an informal collaborative . . . to attempt to develop a program to extend service to new areas.”  Columbia M.B. at 4 (citing Pa. PUC v. Columbia Gas of Pennsylvania, Inc., Docket Nos. R-2012-2321748, et al., Recommended Decision at 14).
  
Columbia’s current procedure for extending facilities to new applicants begins with an economic analysis that determines whether the full investment cost of the line extension is cost-justified by the projected revenues.  If the project is not cost-justified, the applicant or applicants must pay an upfront deposit to receive the distribution line extension.  According to Columbia, the amount of the upfront deposit equals the present value amount of investment to extend the facilities that are in excess of the projected future revenues from the new applicant(s) over the next forty years.  This economic analysis and determination of the lump-sum deposit due is not proposed to be changed by Pilot Rider NAS.  Columbia M.B. at 4-5.

Columbia explained that Pilot Rider NAS aims to expand natural gas service to those areas by serving as an additional option for customers to pay the deposit for the uneconomic portion of a line extension.  Specifically, Pilot Rider NAS provides for a portion of the lump-sum deposit to be paid through a monthly surcharge over a twenty-year period.  While only a twenty-year payment term is permitted in calculating the proposed Pilot Rider NAS surcharge amount, Pilot Rider NAS provides that a customer may pay off the principal balance at any time.  Columbia further proposed that the monthly surcharge include the carrying costs for the twenty-year term and contain a principal amount and an interest amount.  Columbia M.B. at 5. 

Under Pilot Rider NAS, Columbia proposed that the amount of the surcharge per meter may not exceed $35 per month.  If the amount of the uneconomic portion of the line extension exceeds the principal amount that can be recovered through the Pilot Rider NAS surcharge, the applicant will be required to pay the difference through the upfront deposit.  When a project involves more than one meter, the payment amount will be applied to all of the meters involved over the twenty-year term.[footnoteRef:2]  Also, the monthly surcharge will remain the same for twenty years or until the customer pays off the remaining balance, whichever comes first.  Pilot Rider NAS would give an applicant the option to pay a fixed amount up to $35 per month per meter for up to twenty years, rather than having to pay the full deposit upfront to receive the line extension.  Columbia M.B. at 5-6. [2:  	In the case of a project involving multiple residences, the amount of the uneconomic portion that can be recovered through Pilot Rider NAS will increase, as the $35 per month cap will apply to each applicant.] 


Columbia has proposed that for ratemaking purposes, when a customer chooses Pilot Rider NAS to pay for the deposit, the full cost of the line extension funded by Pilot Rider NAS initially would be placed in the Company’s rate base.  Columbia stated the surcharge includes a principal amount and an interest amount and explained that as the monthly surcharges are received, the principal amounts will be applied as a customer advance to reduce the rate base.  According to Columbia, the interest amount will be credited to the Company’s cost of service to compensate all of the existing customers for the carrying costs.  Columbia has proposed that the interest rate used in calculating the monthly surcharge be set at Columbia’s weighted average cost of capital from its most recent base rate proceeding.[footnoteRef:3]  Columbia averred that doing so will compensate existing customers for the carrying costs of the Pilot Rider NAS line extensions in rate base, thereby avoiding cost shifting from an inadequate interest rate.  If a Pilot Rider NAS project has an unpaid balance at the end of the twenty-year period, that amount remains in Columbia’s rate base.[footnoteRef:4]  Columbia M.B. at 7. [3:  	Columbia currently has a base rate proceeding requesting a rate increase before the Commission at Docket No. R‑2014-2406274.  On April 23, 2014, the Commission issued an Order suspending Columbia’s Supplement No. 211 until December 20, 2014.  A settlement among all the parties has been achieved and a joint petition for settlement was filed on September 5, 2014.  On October 17, 2014, ALJ Hoyer’s Recommended Decision was issued, in which he recommended that the Settlement be approved without modification.  Exceptions are due no later than October 24, 2014.]  [4:  	The only reason for an unpaid balance would be nonpayment during the twenty-year term, such as if the meter were inactive for a period of time or the customer defaults on the payments.  Columbia St. 1 at 9.] 


As proposed by Columbia, the Pilot Rider NAS program would be available to all residential customers and bona fide developers of residential properties in its service territory that seek natural gas service.  Columbia listed certain qualifications that would exist for a developer of residential properties to be considered a “bona fide developer” under the Pilot Rider NAS program.  According to Columbia, the developer must be building in an area where Columbia currently does not provide service and it must be building or developing a large aggregation of residential entities that ask to obtain natural gas service.  Columbia will consider the following regarding developers requesting Pilot Rider NAS:  (1) the number of potential customers; (2) the density of the area seeking service; (3) the potential usage; and (4) the cost of extending or expanding service.  However, Columbia noted that commercial buildings would be excluded from Rider NAS.[footnoteRef:5]  Columbia M.B. at 7-8. [5:  	Columbia explained what would happen if a project is a combination of residential and commercial buildings.  Specifically, “The commercial buildings would be excluded.  In this situation, if a deposit is due for the project the deposit would be split between the residential homes and the commercial buildings.  The residential homes would be able to use Pilot Rider NAS, and the commercial buildings would need to pay their share of the deposit up front.”  Columbia St. 1 at 4.] 


Columbia further proposed that for each calendar year of the pilot, it would set a maximum of one million dollars of excess amounts that can qualify for Pilot Rider NAS.  According to Columbia, this enables the Company to balance the extension of new facilities with its other obligations, such as providing safe and reliable service and continuing its main replacement program as scheduled.  Columbia explained that the limit of one million dollars was determined by reviewing customer deposits for the last five years.  Columbia determined that each year, the sum of those deposits averaged approximately $300,000.  Columbia opined that, if the future Pilot Rider NAS line extensions are similar to Columbia’s other line extension projects for the past five years, Columbia will have more than three times the number of line extension projects compared to each of the past five years.  Columbia M.B. at 8.	

III.	Discussion

A.	Burden of Proof

As the proponent of a rule or order, Columbia bears the burden of proof to establish that it is entitled to the relief it is seeking in this proceeding pursuant to Section 332(a) of the Code.  66 Pa. C.S. § 332(a).  Such a showing must be by a preponderance of the evidence.  Samuel J. Lansberry, Inc. v. Pa. PUC, 578 A.2d 600 (Pa. Cmwlth. 1990), alloc. denied, 529 Pa. 654, 602 A.2d 863 (1992).  That is, Columbia’s evidence must be more convincing, by even the smallest amount, than that presented by the other party.  Se-Ling Hosiery, Inc. v. Margulies, 364 Pa. 45, 70 A.2d 854 (1950).

In this proceeding, the burden of proof with regard to its Rider NAS filing lies squarely with Columbia, as Columbia is the public utility seeking permission from the Commission to implement Pilot Rider NAS.  The burden of proof does not shift to a statutory party or individual party (whether an entity or an individual) which challenged the requested Rider.  Instead, the utility’s burden, to establish the justness and reasonableness of every component of its request, is an affirmative one and remains with the public utility throughout the course of the proceeding.  Nevertheless, a party that offers a proposal not included in Columbia’s filing bears the burden of proof with regard to that proposal.  Pa. PUC v. Metropolitan Edison Co., 2007 Pa. PUC Lexis 5, at *111-112. 

Additionally, this Commission’s decision must be supported by substantial evidence in the record.  More is required than a mere trace of evidence or a suspicion of the existence of a fact sought to be established.  Norfolk & Western Ry. Co. v. Pa. PUC, 489 Pa. 109, 413 A.2d 1037 (1980).

Before addressing the Exceptions, we note that any issue or Exception that we do not specifically delineate shall be deemed to have been duly considered and denied without further discussion.  The Commission is not required to consider expressly or at length each contention or argument raised by the parties.  Consolidated Rail Corp. v. Pa. PUC, 625 A.2d 741 (Pa. Cmwlth. 1993); also see, generally, University of Pennsylvania v. Pa. PUC, 485 A.2d 1217 (Pa. Cmwlth. 1984). 




B.	Lowering the Rider NAS Interest Rate 

	1.	Positions of the Parties

		Columbia proposed that the Pilot Rider NAS monthly surcharge include a financing rate equal to the Company’s cost of capital, which is currently set at 7.91 percent.  Columbia stated that in this way, Pilot Rider NAS will sufficiently compensate existing customers for the carrying costs of the line extension.  Columbia M.B. at 12-13

		The OCA recommended that the Company’s proposed financing rate be lowered to three percent to more accurately reflect the low interest rates consumers can obtain through such things as home equity loans or home equity lines of credit.  The OCA posited that Columbia’s use of an interest rate that is nearly eight percent is out of line with the current market and will result in consumers choosing not to participate in the Pilot Rider NAS program.  The OCA explained that at Columbia’s proposed interest rate of nearly eight percent, Pilot Rider NAS customers with the maximum surcharge of $35 per month would pay more in interest than principal over the twenty-year term of the financing agreement.  OCA M.B. at 14.

		The Company, the OSBA and I&E opposed the OCA’s proposed modification.

	2.	ALJ’s Recommendation

		In his Recommended Decision, the ALJ agreed with the proposal of Columbia as this will enable Pilot Rider NAS to sufficiently compensate existing customers for the carrying costs of the line extension.  The ALJ found that while lowering the interest rate to three percent and shifting costs to existing customers may make the Pilot Rider NAS program more attractive to new customers, the pilot should test whether the program can be successful without such subsidization by existing customers.  According to the ALJ, it would be unreasonable, contrary to cost-causation principles, and unnecessarily burdensome to make existing customers subsidize line extensions to new customers.  R.D. at 54.

		Furthermore, the ALJ found that it would be unfair to compare Pilot Rider NAS to a secured bank loan because Columbia is not a bank and Pilot Rider NAS is not a loan. The ALJ noted that home equity loans involve credit checks, collateral and a home appraisal, among other things, to which a Pilot Rider NAS applicant would not be subjected.  According to the ALJ, it would be inappropriate to compare an unsecured Pilot Rider NAS surcharge to a home equity loan.  R.D. at 55.
		The ALJ concluded that setting the interest rate at the weighted average cost of capital is appropriate and not excessive because it equals the return customers would have paid in rates for an economic plant investment.  R.D. at 57. 

	3.	Exceptions and Replies

		In its Exception No. 3, the OCA states that in order for the Pilot Rider NAS program to be successful, it must be attractive to applicants, and applying a financing rate of nearly eight percent is not attractive when lending institutions are offering home equity loan products with financing rates of about half as much.  Furthermore, the OCA asserts that applicants will be able to finance no more than $4,184 over twenty years through Pilot Rider NAS, and therefore, only relatively small extension projects would qualify for the pilot program.  While the OCA agrees with the ALJ that Columbia is not a financial institution, it asserts that if the Company is going to offer a program to consumers in which a service or product is financed over a period of time, then the Company’s proposed financing rate should be comparable to the rates offered by a financial institution.  The OCA opines that the Company’s use of a high interest rate does not advance main extensions or the goal of the program.  The OCA opines that the surcharge financing rate must be lowered.  OCA Exc. at 16-17.

		In response to the ALJ’s conclusion that reducing the interest rate would result in subsidization of Pilot Rider NAS by existing ratepayers, the OCA submits that the ALJ incorrectly analyzes the concept of subsidization.  According to the OCA, the ALJ fails to recognize the fact that some of Columbia’s new customer projects result in an economic model analysis that produces a positive present value of revenues over costs.  The OCA opines that, in other words, from a mathematical standpoint, half of the new main extension projects that go forward result in a negative CIAC requirement, but since there are no CIAC credits or refunds, these benefits reduce existing ratepayer’s rates.  See OCA St. 1 at 20-21.  The OCA submits that it cannot be concluded that existing ratepayers are being asked to subsidize new customers when these new customers who join Columbia’s system will share in the averaging of the Company’s total costs.  Id. at 17.

		In reply, Columbia notes that it set the interest rate used in the surcharge calculation at its weighted average cost of capital to sufficiently compensate existing customers for the carrying costs of the line extensions.  Columbia asserts that lowering the interest rate to three percent will not sufficiently compensate existing customers and will result in cost shifting, which is inequitable and contrary to cost causation principles.  Columbia maintains that Pilot Rider NAS is a pilot program whose effectiveness should be tested without shifting costs to existing customers.  Furthermore, Columbia states it should be noted that since the interest payments are credited to the cost of service for all of Columbia’s customers, the Company does not stand to benefit from a higher interest rate used in calculating the Pilot Rider NAS surcharge.  Columbia explains that it simply set the interest rate at its weighted average cost of capital to prevent shifting costs to existing customers, which the OCA wants to undo.  Columbia R. Exc. at 11-12.  

		Next, Columbia states that the ALJ properly found that comparing a Pilot Rider NAS surcharge, which is unsecured, to a home equity loan is inappropriate.  According to Columbia, the OCA wants Pilot Rider NAS applicants to receive a home equity loan interest rate without having collateral, a credit check or an appraisal, all of which a bank would perform before giving out a home equity loan.  Columbia asserts that the Company is not a bank, Pilot Rider NAS is not a loan and the OCA’s comparison of the interest rate used in the Pilot Rider NAS surcharge calculation to home equity loan interest rates is improper.  Id. at 12.

		Additionally, Columbia asserts that the relevant criterion is not bank interest rates; rather, it is the ratemaking return.  Columbia notes that Pilot Rider NAS customers will pay the same return that they will pay in utility rates on utility investment and that the interest is then provided as a credit in rate cases to compensate existing customers for the uneconomic share of the investment.  Therefore, Columbia opines that setting the interest rate at the weighted average cost of capital is appropriate and not excessive because it equals the return customers would have paid in rates for an economic plant investment.  According to Columbia, nothing in Pilot Rider NAS prevents applicants from using a home equity loan, or any other line of credit or source of funds, to pay for the upfront deposit.  The Company does not deny that some customers pay for uneconomic portions of line extensions with home equity loans, and future applicants may continue to do so.  However, Columbia explains that, contrary to the assertions of the OCA, Pilot Rider NAS is not focused just on applicants who cannot obtain a home equity loan to pay for the upfront deposit.  Rather, Columbia states that the purpose of this pilot is to provide another option to assist all potential applicants in expanding service to unserved and underserved areas of Columbia’s service territory.  Id. at 12-13.

	In response to the OCA’s assertion that applicants will be able to reflect no more than $4,184 in capital investment through Pilot Rider NAS, Columbia notes that this does not provide a full picture of the operations of Pilot Rider NAS.  Columbia explains that a customer with projected annual usage of 100 dekatherms would provide revenues to support approximately $6,200 in an economic extension.  As a result, Columbia submits that the combination of new customer revenues and Columbia’s proposed Pilot Rider NAS could enable a $10,400 extension.  Columbia asserts that the OCA failed to recognize that its $4,184 amount is limited to a single applicant paying the maximum $35 monthly surcharge over a period of twenty years.  Columbia notes that if multiple applicants request to participate in the Pilot Rider NAS program to pay for the uneconomic portion of a line extension, the amount grows linearly because the deposit amount is split among all of those applicants.  Columbia maintains that the OCA’s Exceptions grossly understate the amount of projects that will be able to participate in Pilot Rider NAS.  Id. at 13-14.

		In its Reply Exceptions, I&E states that utilizing the weighted average cost of capital reflects the actual cost of the funds utilized by the Company in making the line extensions.  I&E avers that the ALJ correctly determined that the surcharge interest rate be set at the return customers would have paid in rates for an economic plant investment.  I&E maintains that it is inappropriate to compare Pilot Rider NAS to a secured bank loan because, as stated by the ALJ, Columbia is not a bank and Pilot Rider NAS is not a loan.  I&E opines that the Company should not be forced to lower its surcharge interest rate from the weighted average cost of capital to an arbitrary three percent.  I&E asserts that Pilot Rider NAS is an unsecured offering from a utility charged with providing utility service, not lending service, and should not be required to match home equity interest rates.  I&E R. Exc. at 7-9.

		Next, I&E asserts that it must be remembered that Pilot Rider NAS is not intended to replace other commercial lending opportunities and should not be evaluated on the basis of that comparison.  According to I&E, Pilot Rider NAS simply provides another option and is not offered to compete with or replace the use of a home equity loan or any other financing tool available to the customer.  I&E opines that for customers with little or no home equity or other form of collateral, Columbia’s proposal to offer an alternative to what can be an upfront payment of possibly a few thousand dollars in exchange for a $35 per month surcharge may present an attractive option.  Also, I&E avers that financing a gas line extension with a home equity loan may not necessarily reflect the best approach for all customers.  I&E explains that the Pilot Rider NAS surcharge is paid by the person taking service from that meter; therefore, customers will not be responsible for the principal balance if they do not stay in the home for the twenty-year financing period.  I&E opines that unlike a home equity or personal loan, the flexibility to walk away from the extension balance under Pilot Rider NAS if the home is sold may be an attractive feature given the mobile nature of society today.  Id. at 9.

	4.	Disposition

		Based upon our consideration of the evidence of record on this issue, as well as the Exceptions and Replies thereto, we agree with the ALJ’s recommendation that setting the interest rate at the weighted average cost of capital is appropriate and not excessive because it equals the return customers would have paid in rates for an economic plant investment.  We find that adoption of the OCA’s recommendation is not warranted because lowering the interest rate to three percent as it recommends, will not sufficiently compensate Columbia’s existing customers and will result in cost shifting, which is inequitable and contrary to cost causation principles.  Furthermore, we find that the purpose of this pilot program is simply to provide an alternative funding mechanism for customers to pay the uneconomic portion of a natural gas distribution main extension.  This pilot program will provide Columbia’s customers an option to pay the required customer contribution with a fixed monthly charge over a twenty-year period.  Potential natural gas customers always had, and will continue to have under this pilot program, the option to fund such requirements via some form of home equity loans or other financial institution loan.  We conclude that the OCA’s comparison of Columbia’s proposed interest rate to the current rates for such financial institution offerings is invalid. 

		We further find that it is important to note that under Pilot Rider NAS, the uneconomic cost of a natural gas distribution main extension will be recovered over a twenty-year term.  Columbia will include the uneconomic investment in its rate base and the principal portion of the Pilot Rider NAS charge will be accounted for as a contribution in aid of construction as received, ultimately offsetting the uneconomic investment included in rate base.  However, because the plant initially will be included in rate base, the capital cost will be charged to existing customers.  Therefore, Columbia proposed to charge an interest rate equal to its weighted average cost of capital in calculating the Pilot Rider NAS charge to offset the increased capital cost associated with the uneconomic investment.  Also, Columbia proposed that the interest recovery will be credited as revenues in base rate proceedings to avoid a subsidy of Pilot Rider NAS by existing customers. 

Accordingly, for all of the aforementioned reasons, we shall adopt the recommendation of the ALJ and deny the OCA’s Exceptions on this issue.

C.	Use of Columbia’s Cost of Debt in the Economic Model		 

1.	Positions of the Parties

	Columbia presently utilizes a Discounted Cash Flow (DCF) analysis to determine whether a requested line extension is economic.  Columbia proposed that this economic analysis and determination of the upfront deposit required to be paid by a customer seeking extension of the Company’s facilities to initiate natural gas service would remain unchanged under Pilot Rider NAS.  The amount of the upfront deposit currently equals the present value amount of investment to extend the facilities that are in excess of the projected future revenues from the new applicant over the next forty years.  Columbia M.B. at 5.

	The OCA recommended that Columbia should modify the DCF analysis by replacing the cost of equity in the existing economic formula with the Company’s weighted cost of debt for Pilot Rider NAS projects only.  The OCA explains that using the cost of debt in the economic model would reduce the amount that applicants will be required to pay for a line extension.  The OCA opines that making Pilot Rider NAS more affordable should make this program more attractive to applicants, which, in turn, should increase participation and increase the success of the program.  OCA M.B. at 20.  

	Columbia, the OSBA and I&E opposed the OCA’s proposed modification.   	
	2.	ALJ’s Recommendation

		In his Recommended Decision, the ALJ recommended that the OCA’s proposed modification be rejected.  The ALJ stated that the cost of equity is properly used within Columbia’s DCF model because Pilot Rider NAS line extensions are capital investments.  According to the ALJ, the model should continue to use the cost of equity in order to ensure that the Company obtains a proper return on its investment.  The ALJ found that by replacing the equity return component with the weighted cost of debt, the OCA’s proposal disrupts the balance of the DCF model for Pilot Rider NAS line extensions and results in the shifting of costs to existing customers.  The ALJ concluded that Columbia’s DCF model should accordingly reflect the Company’s approved equity return, not the weighted cost of debt.  The ALJ further concluded that this proceeding was not the appropriate venue for evaluating substantive changes to the Company’s economic evaluation.  R.D. at 58-59.   

	3.	Exceptions and Replies

		In its Exception No. 1, the OCA states that contrary to the ALJ’s recommendation, a subsidy is not created simply by using cost of debt instead of cost of capital in the economic model.  The OCA explains that although its recommendation will result in new customers paying less for a natural gas main extension project than as proposed by the Company, no subsidy will exist because using the Company’s cost of debt in the Pilot Rider NAS economic model correctly analyzes the costs and benefits of main extensions.  The OCA notes that the ALJ’s conclusion that cost of capital is the only appropriate input that can be used to calculate a customer’s contribution amount ignores the fact that other inputs can be, and are, used in economic models of other public utilities even here in Pennsylvania.  For example, the OCA avers that water utilities that serve Pennsylvania are required to use their cost of debt as an input to their economic models and not their cost of capital.  OCA Exc. at 11 (citing 52 Pa. Code § 65.21).  The OCA explains that the Commission has specifically found that cost of debt is the appropriate input for economic models to calculate customer contribution amounts for water main extensions.  OCA Exc. at 11 (citing Re Line Extensions, 1996 Pa. PUC Lexis 162).  According to the OCA, although Chapter 65 of the Commission’s Regulations applies only to water utilities, the adoption of Section 65.21 illustrates that using cost of debt in an economic model does not result in existing ratepayers subsidizing new customers, as the Commission has already found that using cost of debt in an economic model results in the applicant paying only the costs of the line extension project that “will not pay for itself through annual revenues,” i.e., the uneconomic portion.  OCA Exc. at 11 (quoting Re Line Extensions, supra, at *19).

		In reply, Columbia notes that the OCA concedes that using the cost of debt will reduce the amount new customers will have to pay for a line extension.  Consequently, Columbia asserts that those cost reductions will be shifted to existing customers, which is unreasonable.  While Columbia claims that it strives for Pilot Rider NAS to be successful, transforming it into a program that forces existing customers to pay for new customers’ line extensions is unfair and unacceptable.  Columbia opines that the effectiveness of the Pilot Rider NAS program should be tested without shifting costs.  Columbia R. Exc. at 4-5.

		With regard to the OCA’s argument that cost shifting is not a subsidy, Columbia submits that the OCA’s proposal falls squarely within the definition of “subsidy” provided by I&E: “to help someone pay for the costs of something.”  Additionally, Columbia asserts that the OCA’s Exceptions fail to address that Pilot Rider NAS line extensions are capital investments.  Columbia maintains that as the ALJ correctly found, “[t]o ensure that the Company obtains a proper return on its investment, the model should continue to use the cost of equity.”  Columbia R. Exc. at 5 (quoting R.D. at 59).  Columbia explains that it has a capital structure consisting of both debt and equity; therefore, it would be improper to assume that all of the Company’s main extensions are financed with debt.   Columbia R. Exc. at 5-6.

		Lastly, Columbia asserts that the OCA’s continued reference to the bona fide main extension rules of Pennsylvania water utilities is without merit.  Columbia explains that the Commission Order concerning Line Extensions for water utilities relied upon by the OCA, was explicit that “the new proposal [was] limited to water utilities” and that it was “no longer proposing that the line extension regulation apply across the board” to the other Pennsylvania utilities.  Id. at 6 (quoting Re Line Extensions at *10).  Columbia also notes that this Commission Order was issued in 1996, and regulations for natural gas utilities have not changed to mandate the use of cost of debt instead of the equity return since that time.  According to Columbia, the OCA offered no evidence that any other utilities in Pennsylvania, other than water utilities, use the cost of debt instead of the weighted cost of capital.  Columbia opines that is also unfair to compare water service to natural gas service as water is a basic human need without a safe, adequate and competitively priced alternative.  In contrast, alternatives exist to natural gas service.  Id. at 6-7.

		In its Replies to Exceptions, I&E states that the OCA’s proposal will significantly change the outcome for the uneconomic and economic pieces of an extension and shift some of the uneconomic portion that the new Pilot Rider NAS customer is required to pay to the economic portion that is recovered in rate base from existing customers.  I&E avers that line extensions are capital investments and the return on those investments should be reflected in the DCF by using the Company’s weighted cost of capital.  I&E asserts that not including the full cost of capital to serve a customer in the economic analysis will reduce or eliminate the recommended deposit for Pilot Rider NAS customers and will unfairly shift those costs to existing customers.  I&E R. Exc. at 2-3.

		Furthermore, I&E notes that the OCA’s proposed modification only applies to Pilot Rider NAS customers.  Therefore, I&E explains that customers who choose to pay their deposit upfront will have the line extension evaluated on the Company’s cost of capital, but customers participating in the pilot program will have the economic evaluation conducted with the cost of debt.  I&E asserts that the OCA failed to explain how it will be in the public interest to have two different economic evaluations for line extensions that could result in two very different deposit amounts based simply on the potential customer’s choice for payment.  I&E opines that the OCA failed to demonstrate why Pilot Rider NAS projects should have an economic evaluation that is substantially more favorable than non-Pilot Rider NAS projects.   Id. at 3-4.

		Lastly, I&E maintains that the OCA’s discussion of line extensions in the water industry is simply not instructive or proper to apply to the gas industry.  I&E notes that line extensions for the electric (52 Pa. Code § 57.19), natural gas (52 Pa. Code 
§ 59.27) and water (52 Pa. Code § 65.21) industries are different and have independent authority in the Commission’s Regulations.  I&E also states that the Commission already refused to impose the water line extension standards industry wide and avers that this pilot program proceeding is not the appropriate forum for a review of Commission policy on customer contributions.  Id. at 4-5.

	4.	Disposition

		Based upon our review of the record evidence, as well as review of the Exceptions and Replies thereto, we agree with the ALJ that the OCA’s recommendation to utilize the Company’s weighted cost of debt in place of the Company’s cost of equity return component within the existing DCF economic analysis utilized to determine whether a line extension request is economic be rejected.  We conclude that the OCA’s proposal disrupts the balance of the DCF model for Pilot Rider NAS line extensions and results in the shifting of costs to existing customers of the Company.  Furthermore, we also conclude that this pilot program proposal of Columbia is not the proper regulatory proceeding in which to adopt revisions to a utility’s economic model utilized within its currently existing line extension formula.  Lastly, we agree with both Columbia and I&E that the OCA’s comparison of Columbia’s economic analysis to the formula utilized in the water industry is improper and inappropriate within the context of this particular proceeding.

		As we previously noted, the purpose of this pilot program simply is to provide an alternative funding mechanism for potential natural gas customers to pay the uneconomic portion of a natural gas distribution main extension.  We find that it is important that the effectiveness, or lack thereof, of Columbia’s proposed program should be tested without wholesale revisions to its existing economic analysis and without the shifting of costs from new customers to currently existing customers.

		Accordingly, consistent with the foregoing discussion, we will deny the Exceptions of the OCA and adopt the recommendation of the ALJ on this issue.   As such, our adoption of the ALJ’s recommendation will require that the return on the capital investments  under the Pilot Rider NAS should be reflected in the model by using the Company’s weighted cost of capital (i.e., both debt and equity) and not 100% equity.[footnoteRef:6]   [6: 	  	See, R.D. at 58; Columbia M.B at 20-21.] 


D.	Removal of the Cost of Service Lines, Meters and Regulating Equipment

1.	Positions of the Parties

The OCA recommended that the projected capital costs of all service lines, meters and regulating equipment be removed from Columbia’s DCF model for Pilot Rider NAS projects only.  According to the OCA, including these costs in the economic model does not promote the purpose of Pilot Rider NAS, which is to promote the extension of Columbia’s mains to unserved areas.  Further, the OCA stated that inclusion of meters and regulating equipment in the economic model may not comport with the Commission’s Regulation.  The OCA cited to 52 Pa. Code § 59.17, Furnishing of Meters and Regulations, which provides as follows: 

(a)  Installation. Except as provided in § 59.31 (relating to service from production or transmission lines), a public utility shall provide and install at its own expense and shall continue to own, maintain and operate equipment necessary for the regulation and measurement of gas furnished to its customers.  

52 Pa. Code § 59.17.  The OCA claimed that Columbia’s economic model, however, does include the costs of furnishing meters and regulating equipment and explained that for those projects in which a deposit is required, the customer is essentially paying for the cost of the meter.  OCA M.B. at 20-23.  

		The Company, I&E and the OSBA opposed the OCA’s recommendation.  	

	2.	ALJ’s Recommendation

		In his Recommended Decision, the ALJ recommended that the OCA’s proposed modification be rejected.  The ALJ found that the OCA’s proposal would shift, on a dollar for dollar basis, the cost of service lines, meters and regulating equipment from Pilot Rider NAS applicants to existing customers.  The ALJ concluded that an accurate economic model for line extensions properly reflects all of the costs required to extend and provide service to new customers.  He asserted that service lines, meters, and regulating equipment are necessary to extend and provide service to a new customer.  Therefore, the ALJ concluded that the costs of the service line, meters, and regulating equipment are and should continue to be properly reflected in Columbia’s economic model.  R.D. at 60.

		The ALJ further found that contrary to the assertions of the OCA, Columbia’s DCF model comports with the Commission’s Regulations.  The ALJ stated that Section 59.17(a) of the Regulations is intended to prevent situations where customers install and own meters and is not intended to prohibit utilities from accounting for the cost of meters and regulating equipment in their economic analysis for line extensions.  According to the ALJ, removal of the meter and regulation equipment cost from the model would understate the cost to serve the customer.  The ALJ concluded that shifting the costs of new customers’ line extensions to existing customers is inequitable and inappropriate for a pilot.  The ALJ further concluded that the OCA’s proposal will significantly understate the investment required from the Pilot Rider NAS customer.  R.D. at 61-62.

	3.	Exceptions and Replies

		In its Exception No. 2, the OCA states that including the costs of service lines, meters and regulating equipment in the economic model does not promote the purpose of Pilot Rider NAS, which is to extend mains.  According to the OCA, given the purpose of this pilot program to extend Columbia’s distribution mains, it is logical that other costs required to connect a new customer not be reflected in the determination of customer contributions.  The OCA submits that only the costs of extending the main itself should be included in the Pilot Rider NAS economic model.  OCA Exc. at 13.

		 The OCA next avers that the ALJ’s interpretation of the statute at 52 Pa. Code § 59.17 is incorrect.  The OCA opines that this Regulation prohibits the costs of meters and regulating equipment from being passed on to customers.  The OCA submits that Columbia’s proposed Pilot Rider NAS economic model violates this Regulation because the Rider includes the costs of furnishing meters and regulating equipment, thus directly charging these costs to the customers.  While the OCA notes that the ALJ concluded that Columbia’s proposed economic model does comport with the Regulation because this Regulation is “intended to prevent situations where customers install and own meters”, it avers that the ALJ provided no basis for this interpretation of the Regulation.  The OCA opines that the ALJ’s interpretation is incorrect.  Id. at 13-14.

		In response to the ALJ’s concern with subsidization, the OCA submits that the requirement of 52 Pa. Code § 59.17, that the utility bear the cost of installing meters and regulating equipment, cannot be ignored simply to avoid these costs being passed on to existing customers.  According to the OCA, the ALJ incorrectly analyzes the concept of subsidization and fails to recognize the public benefits of increasing natural gas service availability to more customers throughout the Commonwealth and the fact that potential new customers are not currently pursuing natural gas service despite the potential savings.  The OCA opines that the Commission should not allow Columbia to include the costs of meters and regulating equipment in the Pilot Rider NAS economic model.  Id. 14-15. 

		In reply, Columbia states that the purpose of Pilot Rider NAS is to provide another option to pay the upfront cost to extend service.  As such, Columbia asserts that there is no logic behind including service lines, meters and regulating equipment in the traditional upfront contribution, but then excluding those costs from the pilot program because they are not “mains.”  Columbia points out that the OCA’s witness even admitted that meters and regulating equipment are necessary to extend and provide service to a new customer.  According to Columbia, since this equipment is necessary to extend and provide service to a new customer, its economic model for Pilot Rider NAS should continue to reflect those costs.  Additionally, Columbia states that the ALJ correctly found that removing these costs from the economic model shifts costs to existing customers.  Columbia opines that existing customers should not be required to bear the costs of these investments, which are incurred exclusively to extend service to new customers.  Furthermore, Columbia maintains that the effectiveness of the Pilot Rider NAS program should be tested without shifting costs to existing customers.  Columbia R. Exc. at 7-9.

		Next, Columbia explains that the intent of 52 Pa. Code § 59.17 is to prevent customers from installing and owning meters, not to prohibit utilities from considering the costs of meters and regulating equipment in their economic models.  Columbia posits that removing the costs of this equipment from the economic model would cause the equation to become unbalanced, thereby forcing Columbia to engage in uneconomic expansions.  Columbia avers that its economic model comports with the Commission’s Regulations and should continue to reflect the costs of service lines, meters and regulating equipment.  Id. at 9-10.

		In its Replies to Exceptions, I&E states that the OCA’s proposal will require the Company to evaluate Pilot Rider NAS projects differently from all other extension projects and will shift costs from new Pilot Rider NAS customers to existing customers.  I&E posits that service lines, meters and regulating equipment are part of the project costs to extend natural gas service and, as such, belong in the analysis to determine the economic and uneconomic share.  I&E explains that the economic analysis for Pilot Rider NAS projects will not be complete if the cost of service lines, meters and regulating equipment are excluded from the evaluation and will significantly understate the investment required from the Pilot Rider NAS customer.  According to I&E, the purpose of the Pilot Rider NAS is to extend service to new customers, not simply to extend mains as opined by the OCA.  I&E R. Exc. at 5-6.

		In reply to the OCA’s reliance on 52 Pa. Code § 59.17 to support its position, I&E states that although meter costs are the Company’s responsibility, they are still a cost component of line extension projects that should be considered in the economic evaluation and to do otherwise would severely understate the cost of the extension.  I&E asserts that the OCA’s reliance on this Regulation is misplaced as it is designed to prevent customers from installing and owning their own meters; however, it does not prohibit the inclusion of these costs in the line extension economic analysis.  I&E notes that how meters are accounted for in rate base is an accounting matter, but there is no doubt that they are costs the Company will incur to expand its infrastructure and should be properly included in the economic evaluation.  Id. at 6-7. 
	4.	Disposition

		Based upon our consideration of the evidence of record, the Exceptions and Replies thereto, we agree with the ALJ that the OCA’s recommendation that the costs of the required service lines, meters, and regulating equipment be removed from Columbia’s economic analysis be rejected.  As we have previously discussed, the purpose of this pilot program is simply to provide an alternative funding mechanism for potential natural gas customers to pay the uneconomic portion of a natural gas distribution main extension.  We find that it is important that the effectiveness, or lack thereof, of Columbia’s proposed program should be tested without wholesale revisions to its existing economic analysis and without the shifting of costs from new customers to currently existing customers.  Further, we agree with I&E that the purpose of the Pilot Rider NAS is to promote the extension of natural gas service to new customers, not simply to extend natural gas mains as opined by the OCA.  We find that the costs to extend natural gas service, includes, not only the costs of the distribution mains, but also the costs of the required meters, regulating equipment and service lines.  As such, the entire projected cost of the extension must be included within the DCF analysis to determine whether a requested extension is economic or not.  To do otherwise is highly improper and would require the Company to evaluate Pilot Rider NAS projects differently than non-Pilot Rider NAS projects.  That result is unacceptable in the context of this pilot program proposal.  

Additionally, we find that the OCA’s reliance on 52 Pa. Code § 59.17 to support its position is misplaced.  We are in agreement with both Columbia and I&E that the intent of 52 Pa. Code § 59.17 is to prevent customers from installing and owning meters, not to prohibit utilities from considering the costs of meters and regulating equipment in their economic models.  Accordingly, for all of the aforementioned reasons, we shall adopt the recommendation of the ALJ and deny the OCA’s Exceptions on this issue.
E.	Additional Reporting Requirements

	1.	Positions of the Parties

		The OCA noted that Columbia did not propose any reporting requirements in relation to the Pilot Rider NAS program.  As a result, the OCA recommended that Columbia be required to report the following to the Commission, the OCA and I&E on an annual basis:

a. investment per project including the economic model  results and surcharge calculation details;

b. total distance of NAS main installed;

c. number of customers connected by project and number of subsequent connections to NAS extensions;

d. NAS revenues received by principal and interest;

e. annual NAS participant average use per customer (by residential and commercial sectors if applicable);

f. average NAS participant investment cost per customer (by residential and commercial sectors if applicable); 

g. the number of customers along NAS extensions who have not yet connected and, to the extent available, why;

h. direct program expenses;

i. data on collections, including efforts for unpaid surcharge amounts; and,

j. the number of applicants turned down for insufficient credit.

OCA M.B. at 23.

Columbia agreed with the OCA’s recommended annual reporting requirements except for the requirement listed in paragraph (g) (i.e., the number of customers along NAS extensions who have not yet connected and, to the extent available, why?).  Columbia explained that complying with this requirement would impose additional costs because Columbia would have to survey each potential customer along the proposed extension and determine why the potential customers were not connecting to the extension.  As a replacement for this requested information, Columbia stated that it would agree to identify the number of projects evaluated for Pilot Rider NAS service that did not elect to go forward under Pilot Rider NAS.  Columbia M.B. at 24-25.  

I&E supported the OCA’s recommended reporting requirements.  The OSBA stated that the OCA’s proposed information requirements would go a long way toward allowing a segregation of the costs and revenues of the Pilot Rider NAS proposal in a base rate proceeding to ensure that small business and other non-Residential customers are not burdened by the subsidies provided to new Residential customers under Pilot Rider NAS.  However, the OSBA believed the OCA’s additional information requirements may need to be clarified to include class-specific information for those expansion projects which involve both Residential and non-Residential customers.  The OSBA was interested in obtaining the necessary information from Columbia to track inter-class cross-subsidization for use in future base rate proceedings.  OSBA M.B. at 7‑10. 

Therefore, the OSBA requested additional reporting requirements contending that, while it is theoretically possible that the issues related to inter-class cross-subsidization can be addressed in a base rate proceeding, they can only be so addressed if the Company: (a) is capable of tracking the information needed; and (b) is either willing or required to track the information needed to do so.  OSBA M.B. at 9.  

As a result, the OSBA proposed a list of tracking requirements which included:
a. Investment per project by rate class, including the 	economic model results and surcharge calculation 	details;

b. Total distance and cost of NAS project mains and 	service lines installed, by pipe diameter;

c. Number of customers originally and subsequently 	connected, by rate class;

d. Annual load by rate class, segregated between 	customers initially and subsequently connected;

e. Base rate and Rider NAS revenues received by 	NAS project by rate class, with Rider NAS revenues segregated between “principal” and “interest;”

f. Number of customers along NAS extensions who 	have not yet connected, by rate class, and, to the 	extent available, an explanation for non-conversion;

g. Direct program expenses;

h. Data on collections, including efforts for unpaid 	surcharge amounts; and,

i. Number of applicants turned down for insufficient 		credit.

OSBA M.B. at 9-10.

		Columbia argued that the OSBA’s suggested reporting requirements were premature and unnecessary.  According to Columbia, this proceeding was not an appropriate forum in which to make base rate decisions.  Further, the Company maintained that it would be inappropriate to exclusively assign costs to residential customers when all customers could benefit from Pilot Rider NAS mains and when all customers receive the benefit of crediting the interest paid by Pilot Rider NAS customers to the cost of service.  Columbia St. 1-SR at 3-4.  Moreover, the Company noted that it has agreed to several of the OCA’s proposed reporting requirements, including the annual reporting of “investment per project” and the “direct program expenses” of Pilot Rider NAS.  Columbia M.B. at 24. 	

	2.	ALJ’s Recommendation

		In his Recommended Decision, the ALJ agreed with Columbia and recommended that all of the additional information requirements requested by the OCA, which Columbia agreed to provide, with the exception of the OCA’s proposed requirement listed in paragraph (g), should be provided because the information requested will aid the Parties and the Commission in evaluating the success of the Pilot Rider NAS program and in identifying issues that may arise.  Additionally, the ALJ recommended that since Columbia agreed it would identify the number of projects evaluated for Pilot Rider NAS service that did not elect to go forward under Pilot Rider NAS, it should provide that information as well.  R.D. at 64.

Furthermore, the ALJ agreed with the OSBA that all of the tracking information requested by the OSBA should be collected and provided to the Parties, with the exception of the following: 
(f)	Number of customers along NAS extensions who 		have not yet connected, by rate class, and, to the 		extent available, an explanation for non-conversion.

The ALJ found that this requirement was overly vague and subjective, would impose additional costs for no reason, and would create administrative issues.  The ALJ stated that the other information requested by the OSBA will assist Parties who may wish to challenge cross-subsidization in a future base rate proceeding.  R.D. at 67. 

	3.	Disposition

		No Party filed Exceptions on this issue.  We are of the opinion that the ALJ’s recommendation is reasonable and duly supported by the evidentiary record herein.  As such, we shall adopt his recommendation to require Columbia to provide the additional information requested by the OCA, as well as the tracking information requested by the OSBA, with the limited exceptions as noted above. 

F.	Treatment of Residential Developers

	1.	Positions of the Parties	

Columbia proposed that the Pilot Rider NAS program would be available to all residential customers and bona fide developers of residential properties in its service territory that seek natural gas service.  Columbia stated that certain qualifications would exist for a developer of residential properties to be considered a “bona fide developer” under this program.  According to Columbia, the developer must be building in an area where the Company currently does not provide service, and it must be building or developing a large aggregation of residential entities that ask to obtain natural gas service.  Columbia explained that it will consider the following regarding developers requesting Pilot Rider NAS:  (1) the number of potential customers; (2) the density of the area seeking service; (3) the potential usage; and (4) the cost of extending or expanding service.  Columbia noted that commercial buildings, however, would be excluded from the program.  Columbia St. 1 at 4; Columbia M.B. at 7-8.

The OCA was concerned that potential new homeowners may have no idea that they would be obligated to pay Columbia an upfront cash contribution or finance this amount over twenty years until after they purchased their new home and moved in.  The OCA was also concerned that the pilot program does not require bona fide developers to notify homebuyers that they will be responsible for the Pilot Rider NAS surcharge, yet homebuyers must consent to payment of the surcharge when they call Columbia to turn on natural gas service before the Company will do so.  The OCA opined that it would be much easier and more economical for each new homeowner to simply roll the contribution requirement into the cost of the new home.  Therefore, the OCA recommended that the Pilot Rider NAS program not be available to residential developers and, instead, be available only to homeowners.  OCA M.B. at 25-27.

	2.	ALJ’s Recommendation

In his Recommended Decision, the ALJ stated that the OCA has identified foreseeable problems with allowing bona fide developers to participate in the Pilot Rider NAS program.  In addition, the ALJ opined that there are no property records that could be accessed by purchasers at the Court of Common Pleas where the property is situated to obtain information regarding the Pilot Rider NAS surcharge prior to entering into an agreement of sale and purchasing a property.  The ALJ found that the OCA’s position, that developers should not be permitted to participate in the program, is a bit extreme and would be contrary to the stated purpose of the program.  Therefore, the ALJ recommended that the Commission impose two conditions to allay the OCA’s concerns and insure that potential homebuyers know what they are getting into when they purchase a tract of land, developed or undeveloped, from a developer.  The ALJ stated that if these two requirements are made a part of the program, he would recommend that bona fide developers be included in the Pilot Rider NAS program.  R.D. at 70-71.   

In order to participate in the Pilot Rider NAS program, the ALJ recommended that bona fide developers should be required to place a note on any final subdivision plan approved and recorded in the Recorder of Deeds of the Court of Common Pleas where the property is situated, stating that the residential lots in the proposed development specifically identified that have gas meters can only receive natural gas utility service from Columbia if the lot owner agrees to pay a monthly Pilot Rider NAS surcharge not to exceed $35 for a period of twenty years.  According to the ALJ, lenders and homebuyers would then be able to review the subdivision plan and obtain the information needed to make an informed decision regarding purchase.  R.D. at 71‑72.

The ALJ also recommended that in order to participate in the Pilot Rider NAS program, bona fide developers should be required to have purchasers of residential lots sign a form, similar to a Truth-in-Lending Disclosure Statement, prior to the sale, and return the same to Columbia.  The ALJ stated that the form should be a standard form created by Columbia but that it should be the developer’s responsibility to request the form prior to closing.  The ALJ opined that the form should contain the following information regarding the Pilot Rider NAS surcharge for the residential lot purchased:

a. Interest rate-cost of credit;

b. Finance charge-estimated total amount of the interest 	payments for the 20‑year term;

c. Total of Payments-the estimated total amount including principal 	and interest of all payments made over the 20-year term as scheduled;

d. Total Number of Payments;

e. Monthly Payment Amount; and

f. Advise that the balance may be paid off at any time without any 		penalty.

R.D. at 72.

	3.	Exceptions and Replies

		In its Exceptions, Columbia states that it appreciates the ALJ’s concern about notice to customers that purchase residential properties from developers participating in Pilot Rider NAS.  As a result, Columbia states that it does not oppose the ALJ’s recommendation that bona fide developers must have purchasers of residential lots sign a form containing information about Pilot Rider NAS before the sale and must return that form to Columbia.  Columbia Exc. at 5.

		However, Columbia states that the ALJ’s recommendation requiring bona fide developers to place a note about Pilot Rider NAS on any final subdivision plan presents a practical timing issue for developers.  Columbia explains that developers do not necessarily contact Columbia before submitting their subdivision plans for approval by the local municipality.  Columbia maintains that as a result, bona fide developers interested in the pilot that already have received approval for their subdivision plans would have to resubmit their plans and receive approval again from the local municipality in order to add the proposed note.  Columbia opines that, instead, developers may decide to just forego Pilot Rider NAS and opt for alternative energy sources with lower upfront installation costs.  Columbia is concerned that the added time and expense of this requirement will limit the number of developments available to participate in Pilot Rider NAS and will hinder the ability of developers to bring the benefits of natural gas service to unserved and underserved areas of its service territory.  Columbia Exc. at 6.

		In the alternative, Columbia states that it would not be opposed to a further requirement that before a bona fide developer can participate in Pilot Rider NAS, Columbia and the developer must enter into an agreement that requires the developer to notify the purchaser about the Pilot Rider NAS surcharge before the sale of the residential property.  Id.

		In reply, the OCA states that the ALJ’s recommendation should be adopted as it is a reasonable and necessary consumer protection.  The OCA submits that the ALJ’s recommendation to require bona fide developers to place a note on their final subdivision plans provides notice to potential homebuyers that properties located in that development are required to pay an additional monthly surcharge to Columbia.  According to the OCA, such early notice will allow potential homebuyers to determine whether they are interested in purchasing a home with such a surcharge, will allow them to negotiate price knowing all the costs associated with the home and will provide them with the opportunity to determine how they want to handle the surcharge.  The OCA argues that Columbia’s position that only the requirement to have homebuyers sign a form prior to the sale be adopted fails to consider the need for an early notice so homebuyers can make an informed decision.  OCA R. Exc. at 3-4.  

		The OCA avers that Columbia’s position that the ALJ’s recommendation will limit the number of developers that participate in the pilot program is premature.  The OCA asserts that Columbia has provided no basis for reaching this conclusion and opines that it is just as likely that if a bona fide developer determines that Rider NAS will make a residential development more marketable to homebuyers, that the developer will participate in this program even if they have to include the note.  Furthermore, the OCA states that Columbia gave no description of the potential added costs or time that a bona fide developer would face due to this requirement.  The OCA suggests that adopting the ALJ’s recommendation for the pilot program will provide the Company with data in which to determine whether this requirement has limited developer participation.  The OCA opines that if it is determined during the pilot that the requirement has limited participation, then Columbia can seek to have this requirement removed when requesting to Make Rider NAS a permanent program.  Id. at 4.  

	4.	Disposition

		After consideration of the evidence of record on this issue, we are in agreement with Columbia that the ALJ’s recommendation requiring bona fide developers to place a note about Pilot Rider NAS on any final subdivision plan would be impractical.  We also conclude that such a requirement represents an unnecessary regulatory intrusion into the process residential developers must undergo in obtaining the necessary local municipality approvals of their proposed development plans, especially in the context of a proposed utility pilot program.  Instead, we shall adopt the alternative proposal of Columbia that before a bona fide developer can participate in Pilot Rider NAS, Columbia and the developer must enter into an agreement that requires the developer to notify the purchaser about the Pilot Rider NAS surcharge before the sale of the residential property.  We find that this requirement is sufficient to allay the concerns expressed by the OCA that potential homebuyers be notified that they will be responsible for the payment of the Pilot Rider NAS surcharge.  We shall direct Columbia to proceed with this alternative proposal.  Accordingly, consistent with the foregoing discussion, we will grant the Exceptions of Columbia and modify, in part, the recommendation of the ALJ on this issue.

G.	Gas On Gas Competition

	1.	Positions of the Parties

Columbia’s Pilot Rider NAS does not contain a prohibition against extending mains to areas already served by mains of other natural gas distribution companies (NGDCs).  Columbia stated that, if an applicant requested a line extension from Columbia today, Columbia cannot reject the request based upon whether another gas utility’s mains were in the area.  According to Columbia, Pilot Rider NAS should similarly not be limited in such a fashion.  Furthermore, Columbia noted that “the issue of duplicative facilities is being considered by the Commission in the ‘Gas-on-Gas’ competition case at Docket Nos. P‑2011-2277868 and I-2012-2320323 and should not be prejudged in this context.”  Columbia St. 1-R at 11-12; Columbia M.B. at 29.

According to the OCA, Columbia’s service territory in the western part of the state overlaps with the service territories of other NGDCs, creating the possibility that Columbia could potentially use Pilot Rider NAS to extend mains in areas already served by these other NGDCs.  Therefore, the OCA recommended that Pilot Rider NAS include a prohibition against extending mains to areas already serviced by mains of other NGDCs.  The OCA opined that while there is little realistic probability that a new residential customer would elect to make an upfront cash contribution or finance the cost of extending a Columbia main when another NGDC already has service available in that customer’s area and while it was fully aware of the current Gas-on-Gas investigation that is pending before the Commission, any such duplication of facilities would not be in the best interest of the public and should not be allowed in the Pilot Rider NAS.  OCA Statement 1 at 17; OCA M.B. at 27-28.
 
	2.	ALJ’s Recommendation

The ALJ concluded that this proceeding is not the proper place to consider the issue of duplicative facilities and recommended that the OCA’s proposal for the inclusion of a prohibition against extending mains to areas already serviced by mains of other NGDCs in the Pilot Rider NAS be rejected.  R.D. at 74.

	3.	Exceptions and Replies

		In its Exception No. 4, the OCA states that it disagrees with the ALJ’s assertion that the issue of duplicative facilities is not a proper issue to be addressed in this proceeding.  The OCA explains that as the purpose behind Pilot Rider NAS is to promote the expansion of natural gas service, it is inappropriate for Columbia to use the Pilot Rider NAS program and the funds Columbia has designated for this program to extend natural gas mains to areas where natural gas service already exists.  As such, the OCA submits that the ALJ’s recommendation to reject the OCA’s proposal that Pilot Rider NAS not be available to consumers in areas already served by natural gas not be adopted by the Commission, and that the Commission prohibit Columbia from making Pilot Rider NAS available in areas that already have access to natural gas service.  OCA Exc. at 18-19.

		In reply, Columbia states that the Commission is already considering this issue in the “Gas-on-Gas” competition case at Docket Nos. P-2011-2277868 and I-2012-2320323 and that the issue should not be prejudged in this case.  Columbia avers that the ALJ correctly found that this proceeding is not the appropriate place to consider the issue of duplicative facilities.  Additionally, Columbia criticizes the OCA clarification that Pilot Rider NAS should not be allowed in areas where there is a main belonging to another NGDC in the ground which can be connected to the home being considered for Rider NAS.  Columbia R. Exc. at 15 (citing OCA M.B. at 28).  According to Columbia, the OCA has failed to define with enough specificity what is meant by “available” as the OCA’s restriction fails to provide how far off another NGDC’s distribution main the customer must reside to be ineligible for Pilot Rider NAS.  Furthermore, Columbia explains that if an applicant requested a line extension from Columbia today, the Company cannot reject the request based upon whether another gas utility’s mains are in the area.  Similarly, Columbia states that the availability of Pilot Rider NAS to be used in the event of such a request should not be limited.  Columbia R. Exc. at 15-16.

	4.	Disposition

It is important to note that issues related to overlapping NGDC service territories, which are similar to the issue in the instant proceeding, are being concurrently addressed in the Commission’s investigation at P-2011-2277868 and I-2012-2320323.  However, that investigation was initiated to address the ongoing practice of NGDCs discounting distribution base rates below tariff rates in order to attract or maintain non-residential customers in overlapping service territories where the customer can be served by more than one NGDC.  Issues related to new line extension programs or service to residential customers are not specifically addressed in that Commission proceeding.  Therefore, the final resolution of that investigation is not likely to resolve the specific gas-on-gas competition issue raised by the OCA in the instant proceeding.

However, based upon our review of the evidence of record, the Exceptions and Replies thereto, we support the recommendation of the ALJ that the OCA’s proposal for the inclusion of a prohibition against extending natural gas mains to areas already serviced by mains of other NGDCs in the Pilot Rider NAS be rejected.  First, we find that a natural gas utility pilot program proposal is simply not the appropriate venue to consider the issue of duplicative facilities.  Furthermore, we find that the actual costs of the requested line extensions themselves should determine the most economic extension of new NGDC facilities in overlapping service territories.  We are of the opinion that that it is unlikely that customers would elect to finance or incur the costs of a new line extension from Columbia if they could obtain a line extension from another NGDC at a lower overall cost because the other NGDC’s service lines were already in closer proximity to the customer.  Moreover, we concur with Columbia that the OCA has not provided sufficient parameters to determine when the extension of Columbia’s facilities should be restricted if another NGDC has available distribution facilities in the same area.  Therefore, we shall not adopt the OCA’s recommendation at this juncture.  Accordingly, we shall adopt the recommendation of the ALJ and deny the OCA’s Exception on this issue.

H.	Repayment Options

	1.	Positions of the Parties	

		Columbia proposed the utilization of one repayment option: that new customers under Pilot Rider NAS will pay the surcharge for a period of twenty years, capped at $35per month, wherein the customer will have to pay upfront any excess above the amount that will be collected through the surcharge.

		The OCA recommended that Pilot Rider NAS customers be provided a second option, specifically the option of having a ten-year repayment term with no payment cap, with a maximum amount of $8,000 permitted to be recovered through the surcharge.  According to the OCA, this second payoff option provides two benefits to Pilot Rider NAS customers.  First, the Pilot Rider NAS customer can reduce the overall amount of interest he or she pays over the lifetime of the payback period, since the payback period is reduced.  Second, the ten-year repayment option will enable customers to reduce their upfront contribution because the customer will be able to roll more of his or her uneconomic portion into the surcharge since there is no cap.  

		Columbia disagreed with the OCA’s recommendation.

	2.	ALJ’s Recommendation

The ALJ recommended that the OCA’s proposal for a second payment option be rejected.  The ALJ stated that he agreed with Columbia that there is no need for a second payment option in the Pilot Rider NAS program.  The ALJ noted that customers always have the option of paying down the remaining Pilot Rider NAS balance early.  According to the ALJ, since customers always have the option to voluntarily increase their monthly payments to pay off the balance in ten years, or less, or to pay the balance off with a lump sum without penalty, no reason exists for the additional Pilot Rider NAS program option proposed by the OCA.  R.D. at 75.

	3.	Disposition

		No Party filed Exceptions on this issue.  We are in agreement with the ALJ’s recommendation that the second payment option recommended by the OCA is not necessary as customers will have the flexibility to pay the remaining balance early without penalty.  As a result, and finding the proposed resolution to be duly supported by the evidentiary record herein, we shall adopt the ALJ’s recommendation on this matter.

I.	Annual Funding

	1.	Positions of the Parties

		Columbia proposed to commit one million dollars of annual funding for the Pilot Rider NAS funding.  Columbia claimed that it set the limit at this annual amount to prevent any adverse impact on its main replacement program. 

The OCA recommended that the Company should commit two million dollars a year towards Pilot Rider NAS.  The OCA opined that increasing the amount of annual funding should increase the number of consumers able to participate in Pilot Rider NAS per year and better promote the expansion of natural gas service in Columbia’s service territory.  OCA M.B. at 29.

Columbia disagreed with the OCA’s recommendation and maintained that annual funding for Pilot Rider NAS should remain at one million dollars.  Columbia M.B. at 30.

	2.	ALJ’s Recommendation

The ALJ recommended that the Pilot Rider NAS funding should remain at one million dollars per year as Columbia proposed.  The ALJ noted that this is a pilot program that must be studied to determine whether it accomplishes its goals and also to identify issues and problems with the program that emerge.  The ALJ found that the additional information requirements recommended in this proceeding should enable the Parties and the Commission to study this pilot and modify it in the future, if necessary.  According to the ALJ, funding can always be increased or decreased in the future.  R.D. at 76. 

	3.	Disposition

		No Party filed Exceptions on this issue to the ALJ’s recommendation.  We are in agreement with the ALJ that for purposes of this pilot program Columbia’s commitment to fund it at one million dollars per year is reasonable, duly supported by the evidentiary record and should be adopted.  Therefore, we shall adopt the recommendation of the ALJ on this matter.

J.	Tax Depreciation Benefits in Customer Contribution Calculation

	1.	Positions of the Parties

		Columbia states that it appropriately reflects tax depreciation benefits in its current economic model.  Columbia M.B. at 31.

The OSBA submitted that this is not the appropriate venue for evaluating substantive changes to the Company’s economic evaluation.  The OSBA claimed that economic models related to customer contributions involve a variety of debatable assumptions, some of which may be relatively favorable to protecting existing customers and some of which may be favorable to new customers.  The OSBA stated that Columbia’s established procedures for making this calculation are biased in favor of new customers.  It is the OSBA’s position that the Company’s method may merit additional review at the appropriate time.  OSBA M.B. at 11.

Columbia claimed the OSBA’s position is flawed for several reasons.  According to Columbia, the OSBA’s position is based upon its belief that Columbia is overstating the value of the customer contribution.  According to Columbia, the OSBA reasoned that Columbia “should not obtain any additional depreciation tax shields” because there allegedly is “no incremental gross plant to depreciate.”  Columbia M.B. at 31 (citing OSBA St. 1 at 4; OSBA St. 3 at 2). 

Columbia also claimed the OSBA’s argument is incorrect.  According to Columbia, the crux of the OSBA’s argument is its assertion that contributions in aid of construction (CIACs) are not depreciable.  Columbia claimed the OSBA failed to recognize that the Internal Revenue Code, as amended by the Tax Reform Act of 1986, treats CIACs as taxable income to the utility.  Consequently, according to Columbia, line extensions funded by CIACs are depreciable assets for tax purposes.  Therefore, Columbia contended that it appropriately reflects tax depreciation benefits in its economic model.  Columbia M.B. at 31. 

According to Columbia, the Commission’s investigation in 1989 concerning how to treat the new taxable status of CIACs supports this position.  Columbia M.B. at 31 (citing Re Contributions in Aid of Construction and Customer Advances, 70 Pa. P.U.C. 44, 47 ( 1989)).  Therein, Columbia explained that the Commission determined that natural gas utilities should include in their rate base the resulting deferred tax debit from paying income tax on the CIAC.  Moreover, as the natural gas utility receives the tax depreciation on the facilities constructed with the CIAC, the deferred tax debit is removed from the utility’s rate base.  Columbia M.B. at 31 (citing Re Contributions in Aid of Construction and Customer Advances at 47-48, 57).

Columbia claimed its approach of including tax depreciation benefits in its economic model is entirely consistent with the Tax Reform Act of 1986 and the Commission’s Order in Re Contributions in Aid of Construction and Customer Advances.  Columbia treats the CIACs it receives from customers as taxable income.  Moreover, for tax purposes, it considers the facilities funded by CIACs as depreciable assets.  Additionally, the deferred tax debit resulting from Columbia paying income tax on the CIAC is included in its rate base.  As the Company realizes the tax depreciation on the facilities funded by the CIAC, it removes the deferred tax debit from its rate base.  Columbia M.B. at 32.

Columbia stated that the OSBA mischaracterized the Commission’s findings in Re Contributions in Aid of Construction and Customer Advances.  Columbia noted that the OSBA asserted that Columbia had an alternative to including taxes on CIACs in rate base because Columbia had the option to charge the taxes to the applicant as a gross up to the contribution.  According to Columbia, the Commission explicitly approved the method used by Columbia in Re Contributions in Aid of Construction and Customer Advances.  However, the “grossed up for income taxes” method, which the OSBA alleged was also approved, could only continue to be used by those “gas utilities which currently employ[ed]” that method.  Columbia M.B. at 32 (quoting Re Contributions in Aid of Construction and Customer Advances at 57).  Columbia explained that the Commission stated further that “[s]hould any electric or gas utility wish to deviate from these methods it must file a petition, complete with proposed tariffs, to deviate from this method.”  Id.  Columbia opined that since it has neither used the grossed-up method cited by the OSBA, nor petitioned to use it, it should continue to use the methodology explicitly approved by the Commission in Re Contributions in Aid of Construction and Customer Advances, and any argument to the contrary is without merit.  Thus, Columbia believed it properly includes accelerated tax depreciation benefits in its model, and OSBA’s proposed review of the model should be rejected.  Columbia M.B. at 32‑33.

	2.	ALJ’s Recommendation

The ALJ agreed with Columbia that since the Company has neither used the grossed-up method cited by the OSBA nor petitioned to use it, Columbia should continue to use the methodology explicitly approved by the Commission in Re Contributions in Aid of Construction and Customer Advances in the Pilot Rider NAS program.  R.D. at 78.

3.	Disposition 

		No Party filed Exceptions to the ALJ’s recommendation on this issue.  We are in agreement with the ALJ’s recommendation and, finding it to be supported by the record, shall adopt it as our own.  

K.	Recording of Customer Contributions Whether Payments Are Made

1.	Positions of the Parties

Columbia proposed to write down the gross book value of the Pilot Rider NAS investment only if Pilot Rider NAS payments are actually made.  According to Columbia, if the contributions are not made, the Pilot Rider NAS investment will remain in gross plant.  

The OSBA stated that this non-payment implies that net book value associated with the Pilot Rider NAS investment will be higher than if the Pilot Rider NAS payments were made.  According to the OSBA, in effect, non-Pilot Rider NAS customers will be absorbing higher costs if Pilot Rider NAS payments are not made than if they are made.  The OSBA asserted that this is problematic as the Company has relatively little leverage to collect Pilot Rider NAS charges, since it will not shut off service for non-payment of Pilot Rider NAS charges.  The OSBA opined that this means that un-collectible costs are likely to be higher than normal.  Furthermore, the OSBA claimed that the relatively high financing costs for the Pilot Rider NAS program implies that the customers most interested in using the Pilot Rider NAS option are more likely to have capital constraints of their own, and are therefore less likely to pay their bills.  OSBA M.B. at 13.

In order to eliminate this bias, the OSBA recommended that the Company write down gross book value associated with Pilot Rider NAS charges whether or not payments are made, in order to eliminate the impact of non-payments on non-Pilot Rider NAS ratepayers.  The OSBA asserted that in light of this recommendation, the Company may wish to include an uncollectible component in the Pilot Rider NAS charge, in order to offset the incremental uncollectible costs that it is likely to incur.  Id.

In response, Columbia claimed it has leverage to collect payments from its customers for nonpayment as the Company has legal avenues to collect outstanding payments from customers besides the shutting off of their service.  Furthermore, Columbia asserted that applicants with more interest in Pilot Rider NAS are not likely to present problems with nonpayment as alleged by the OSBA.  According to Columbia, the monthly surcharge is capped at $35, but it will often be lower.  Columbia opined that capping the monthly surcharge at such a small amount increases the likelihood that customers will pay the surcharge in full and on time.  Columbia also claimed that customers can also more easily account for the payment each month because it is fixed.  Columbia St. 1-R at 20; Columbia M.B. at 34.

Next, Columbia stated that the OSBA’s proposal to add an un-collectibles component to the Pilot Rider NAS surcharge would completely change the operation of Pilot Rider NAS.  According to Columbia, this proposal would create hypothetical recovery of principal and interest on a Pilot Rider NAS project and then treat the hypothetical recovery as an uncollectible expense.  Columbia claimed it would be placed at risk for these uncollectible amounts and would be required to incorporate an unknown additional charge in the Pilot Rider NAS surcharge to compensate for this unknown collectible.  Columbia asserted that the OSBA did not indicate whether this uncollectible charge is an amount in addition to the $35.00 maximum monthly charge or whether this amount is to be included within the maximum charge.  If it is the former, Columbia argued it violates the proposed pilot cap on the monthly surcharge.  If it is the latter, Columbia opined that it would reduce the principal amount of uneconomic plant that can be paid through the Pilot Rider NAS surcharge.  Columbia M.B. at 35.

Columbia submitted that it should not bear the risk for any under-recovery of the Pilot Rider NAS charge because it is not at risk under its traditional contribution method.  As a result, Columbia argued no need exists for the Pilot Rider NAS charge to include an uncollectible component.  According to Columbia, its effort to develop an alternative to make contributions more affordable to pay should not be changed to put Columbia at risk.  Columbia requested that the OSBA’s proposal to write down gross plant whether or not payments are actually received and its proposal to add an uncollectible component to the Pilot Rider NAS charge be rejected.  Columbia St. No. 1‑R at 20.  Columbia M.B. at 35.  

The OCA opposed the OSBA recommendation.  The OCA stated that, while there may be an extremely small percentage of customers that do not make timely Pilot Rider NAS payments, this percentage should be so small that it will not have any measurable impact on Columbia’s rates or revenue requirement.  The OCA opined that the OSBA recommendation is unnecessary.  OCA St. 1-R at 3; OCA M.B. at 30.

	2.	ALJ’s Recommendation

		The ALJ agreed with Columbia and the OCA on this issue.  The ALJ stated that Columbia should not bear the risk for any under-recovery of the Pilot Rider NAS charge because it is not at risk under its traditional contribution method.  The ALJ found that, while uncollectible expenses are a concern in the Pilot Rider NAS program, the additional reporting requirements he is recommending, as well as the notice requirements for Pilot Rider NAS participants he recommends, may result in a very small uncollectible expense.  As a result, the ALJ recommended that the OSBA’s proposal to record customer contributions whether payments are made or not be rejected.  R.D. at 84.

3.	Disposition 

	No Exceptions were filed to the ALJ’s recommendation on this issue.  We are in agreement with the ALJ and conclude that the OSBA’s proposal is unnecessary.  As a result, we shall adopt the recommendation of the ALJ.

M.	Notice Requirement for All Residential Pilot Rider NAS Applicants

1.	Positions of the Parties

In its Main Brief, the OCA addressed a notice issue of concern.  According to the OCA, Columbia does not intend to provide Pilot Rider NAS applicants with notice of the interest rate used to calculate the surcharge.  The OCA noted that Columbia’s witness testified that the only information Columbia intended to provide to Pilot Rider NAS applicants is the upfront amount due, if any, and the monthly Rider NAS surcharge amount.  OCA M.B. at 16 (citing Tr. at 15).  The OCA opined that the Company should be required to provide Pilot Rider NAS applicants with the amount of the upfront payment due, the amount of the Rider NAS monthly surcharge, the twenty year term of the surcharge and the interest rate used to calculate the surcharge amount so that applicants can make informed decisions.  According to the OCA, such information is crucial for Pilot Rider NAS applicants to make a meaningful and informed decision regarding whether the use of Pilot Rider NAS is right for their circumstances.  OCA M.B. at 16. 

	2.	ALJ’s Recommendation

The ALJ agreed with the OCA recommendation, stating that each and every Pilot Rider NAS customer should know the terms of the contract obligations he or she is agreeing to perform and have sufficient information to weigh the Pilot Rider NAS program alternative against other options.  R.D. at 84-85.  As a result, the ALJ recommended that Columbia be required to provide the following information in writing to all potential Pilot Rider NAS customers:

a. Up front amount due;

b. Interest rate – cost of credit;

c. Finance charge – estimated total amount of the interest payments for the twenty‑year term;

d. Total of Payments –  the estimated total amount including principal and interest of all payments made over the twenty-year term as scheduled;

e. Total Number of Payments;

f. Monthly Payment Amount; 
g. Comparison of Pilot Rider NAS surcharge total of payments over twenty-year term to total cost of establishing service without participating in the program (upfront deposit); and 

h. Advise that the balance may be paid off at any time without any penalty.

Id. at 85.  

3.	Disposition 

	No Party filed Exceptions to the ALJ’s recommendation on this issue.  Finding the ALJ’s recommendation to be appropriate, supported by the record and in the public interest, we shall adopt it.  As such, potential Pilot Rider NAS customers have all of the information necessary to make an informed decision about whether participation in this pilot program is in their best interest. 

IV.	Conclusion

Based on our review, evaluation and analysis of the record evidence, we shall grant the Exception filed by Columbia and deny the Exceptions filed by the OCA, consistent with the discussion contained in the body of this Opinion and Order, and adopt the ALJ’s Recommended Decision, as modified.  We conclude that Columbia has met its burden of proof that its proposed Pilot Rider NAS program, as modified infra, is just, reasonable and in the public interest.  We shall approve the Pilot Rider NAS program provided the additional information requirements, notice requirement for residential customers and modifications regarding the participation of bona fide developers, set forth in the ordering paragraphs to follow are satisfied; THEREFORE,

		IT IS ORDERED:
		1.	That the Exceptions filed by Columbia Gas of Pennsylvania, Inc. on September 11, 2014, to the Recommended Decision of Administrative Law Judge Mark A. Hoyer are granted, consistent with this Opinion and Order.

		2.	That the Exceptions filed by the Office of Consumer Advocate on September 11, 2014, to the Recommended Decision of Administrative Law Judge Mark A. Hoyer are denied, consistent with this Opinion and Order.

		3.	That the Recommended Decision of Administrative Law Judge Mark A. Hoyer, issued on August 27, 2014, is adopted, as modified, consistent with this Opinion and Order.

4.	That Supplement No. 210 to Tariff Gas Pa. P.U.C. No. 9, Columbia Gas of Pennsylvania, Inc.’s proposed Pilot Rider New Area Service (NAS), filed at Docket No. R‑2014-2407345, be approved as modified in the numbered Ordering Paragraphs to follow.  

5.	That Columbia Gas of Pennsylvania, Inc.’s Pilot Rider New Area Service (NAS) include the following additional information requirements: 
  
a. investment per project including the economic 	model  results and surcharge calculation details;

b. total distance of NAS main installed;

c. number of customers connected by project and 	number of subsequent connections to NAS 	extensions;

d. NAS revenues received by principal and interest;

e. annual NAS participant average use per customer (by residential and commercial sectors if applicable);

f. average NAS participant investment cost per customer (by residential and commercial sectors if applicable); 

g. direct program expenses;

h. data on collections, including efforts for unpaid 	surcharge amounts; 

i. the number of applicants turned down for 	insufficient credit;

j. Investment per project by rate class, including the economic model results and surcharge calculation details;

k. Total distance and cost of NAS project mains and service lines installed, by pipe diameter;

l. Number of customers originally and subsequently 	connected, by rate class;

m. Annual load by rate class, segregated between 	customers initially and subsequently connected;

n. Base rate and Rider NAS revenues received by 	NAS project by rate class, with Rider NAS 	revenues segregated between “principal” and 	“interest”;

o. Direct program expenses; and

p. Identify the number of projects evaluated for Pilot Rider NAS service that did not elect to go forward under Pilot Rider NAS. 


6.	That Columbia Gas of Pennsylvania, Inc.’s Pilot Rider New Area Service (NAS) include a provision that before a bona fide developer can participate in the Pilot Rider NAS program, Columbia and the bona fide developer must enter into an agreement that requires the bona fide developer to notify the purchaser about the Pilot Rider NAS surcharge before the sale of the residential property.  

7.	That Columbia Gas of Pennsylvania, Inc.’s Pilot Rider New Area Service (NAS) include a provision that, in order to participate in the Pilot Rider NAS program, bona fide developers must require purchasers of residential lots to sign a form, prior to the sale, and return the same to Columbia Gas of Pennsylvania, Inc.  The form must be a standard form created by Columbia Gas of Pennsylvania, Inc.  The bona fide developers must request the form from Columbia Gas of Pennsylvania, Inc. prior to closing or sale.  The form must contain the following information regarding the Pilot Rider NAS surcharge for the residential lot purchased:

a. Interest rate – cost of credit;

b. Finance charge-estimated total amount of the interest payments for the 20‑ year term;

c. Total of Payments – the estimated total amount including principal and interest of all payments made over the 20-year term as scheduled;

d. Total Number of Payments;

e. Monthly Payment Amount; and

f. Advise that the balance may be paid off at any time without any penalty.
	
		8.	 That Columbia Gas of Pennsylvania, Inc. be required to provide the following information in writing to all potential Pilot Rider NAS customers:

a. Up front amount due;

b. Interest rate;

c. Finance charge-estimated total amount of the interest 	payments for the twenty year term;

d. Total of Payments-the estimated total amount including principal and interest of all payments made over the twenty year term as scheduled;

e. Total Number of Payments;

f. Monthly Payment Amount; 
g. Comparison of Pilot Rider NAS surcharge total of payments over 20-year term to total cost of establishing service without participating in the program (upfront deposit); and 

h. Advise that the balance may be paid off at any time without any penalty.

9.	That Columbia Gas of Pennsylvania, Inc. shall be permitted to file a tariff supplement incorporating the modifications, additions and changes contained in these ordering paragraphs to become effective on one day’s notice after entry of this Opinion and Order.

		10.	That the following Formal Complaints consolidated at Docket No. R-2014-2407345 be granted, in part, and dismissed, in part, consistent with this Opinion and Order and the preceding ordering paragraphs:  the Office of Consumer Advocate at Docket No. C‑2014-2410197 and the Office of Small Business Advocate at Docket No. C‑2014-2415136.

11.	That the record at Docket No. R-2014-2407345 shall be marked closed.
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BY THE COMMISSION,



Rosemary Chiavetta
Secretary


(SEAL)

ORDER ADOPTED: October 23, 2014

[bookmark: _GoBack]ORDER ENTERED:  October 23, 2014
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