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locked-in and indexed priced volumes) with financiaf hedges (IcL at 8)- In particular, PGW 

planned to lock-in prices for about 35% of its annual firm volumes, and purchase the other 

65% under First-Of-The-Month indexes with daily swing volumes purchased under the spot 

market (MJ. PGW also anticipated hedging about 17 Bcf, or 40% of the November through 

March firm gas supply requirements (IdJ. 

In light of this strategy, PGW proposed recovery through the FY 1999 GCR of some 

$1.6 million for the cost of purchasing a financial hedge (IJL at 13-14), as well as $200,000 

for the estimated cost of a hedging simulation exercise (IfL at 16). However, the Company 

conceded that prior Commission authorization via a Tariff change was required for these 

activities to occur (Tr. 34-35; responses to, e.g., PA-62, PA-65, PA-67; PGW Brief at 5). 

The Company therefore agreed that the total proposed $2 million in additional non-gas 

expenses should not be incorporated in the FY 1999 GCR calculation at this juncture (Tr. 

34-35; PGW Brief at 5). Notwithstanding that the Company could not pursue the financial 

hedging component of its strategy at this time, it made no change in its overall gas cost 

projections for FY 1999, but was proceeding to lock up more volume for price than was 

originally anticipated (Tr. 35-36) . 1 C 

In addition, during the course of the proceeding, finalized FY 1998 GCR data became 

available. This showed that, rather than a $3,019 million under-collection as indicated by 

the MO & 2" (ten months actual/two months estimated) results (PGW Statement 1 at 

Exhibit CW-5). there was actually a $3,614 million under-collection to be carried over to FY 

1999 (response to HE-13). 

When this actual carryover amount is factored into the GCR calculation, and the 

proposed new non-gas expenses are removed. PGW's proposed FY 1999 GCR is reduced 

slightly, to $1.2219/Mcf (response to TR-1). 1 1 

'• 'The following table utilizes data from PA Statement 1 at Exhibit CW-1 and the 

responses to HE-13 and TR-1 to provide a summary comparison of last year's and this 

year's GCR calculations. The column headed "FY 1998 Compliance Budget" reflects the 

, 0As the Advocate's witness pointed our. PGW's financial hedging ctrategy. If undertaken during FY 1999, 
would not have had an impact on gas costs in that year anyway, but rather starting in FY 2000 (PA Siatement 1 
at 9, 34). 

" B u t see Table 1, infra, wherein the Hearing Examiner's calculation of the resultant GCR - $1.2243 per Mcf 
- is minimally higher than PGW's calculation. 
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GCR as approved by the Commissiorii while the. next column shows the actual results for FY 

1998. Reflecting in major part the much warmer-than-normal heating season experienced in 

FY 1993, there were significant declines from budget with respect to applicable sales 

volumes and associated natural gas expense. For this reason as well as somewhat reduced 

participation levels in CRP, the CRP discount was also less than had been budgeted (PGW 

Statement 2 at 1). In addition, towards the end of the fiscal year, PGW suspended CWP 

spending due to cash constraints (response to PA-56) and therefore under-spent the 

budgeted amount by nearly $500,000. 

The column headed "FY 1999 Initial GCR Filing" of course reflects the Company's 

August 3 filing, while the last column updates the elements of the GCR calculation by 

utilizing the finalized carryover amount from FY 1998 and by eliminating the proposed new 

non-gas expenses, as agreed by the parties (PA Brief at 2-3; PGW Brief at 5). 
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Table 1 

Summary Comparison of FY 1998 and FY 1999 Gas Cost Rote Calculat ions 

PAGE 9 

Element of GCR Calculation FY 1998 
Compliance Budget 

FY 1998 Actual 
Finalized GCR 

FY 1999 Initial 
GCR Filing 

FY 1999 Revised 
GCR Calculation 

Applicable sales volume 
IMcf) 

59,605,055 51,987,264 58,947,798 58.947,798 

Net natural gas expense $237,929,363 $217,677,981 $242,319,407 $242,319,407 

Plus purchased electric 
expense 

1,025,000 953,952 1,025,001 1,025,001 

Total applicable fuel 
expense 

$238,954,368 $218,631,933 $243,344,408 $243,344,408 

Conservation program $2,200,000 $1,705,047 $2,200,000 $2,200,000 

CRP discount 15,407,872 1 1,970,272 14,177,451 , 14,177,451 

New non-gas expense n/a n/a 2,030,500 0 

Total non-gas expense $17,607,872 $13,675,319 $18,407,951 $16,377,451 

Natural gas price 
adjustment 

$8,040,867 $0 n/a n/a 

Total applicable raw 
material expense 

$264,603,107 $232,307,252 $261,752,359 $259,721,859 

Less natural gas refunds $1,000,000 $170,475 $3,710,000 $3,710,000 

Prior year reconciliation (11,001,276) (11,001,278) (3,019,435) (3,613,746) 

Total adjustment $110,001,276) $110,830,803) $690,565 $96,254 

Net applicable raw mat 
expense 

$274,604,383 $243,138,055 $261,061,794 $259,625,605 

Unit cost of fuel {per Mcf) $4.6071 $4.6769 $4.4287 $4.4043* 

Gas cost rate (per Mcf) $1.4272 $1.4272 $1.2466 $1.2243* 

Net over/under recovery $8,025 $(3,613,746) $2,279 $(1,818)* 

*/ Estimated by Hearing Examiner using PGW's applicable sales volume and net applicable raw material expense 
numbers. These results do not exactly match PGW's response to TR-1 which is not in the format of Exhibit 
CW-1, as was requested. According to PGW's response to TR-1, the resultant GCR factor would be very 
slightly lower, SI.2219 per Mcf, and the resultant underbilling would also be slightiy lower, $13481. 
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IV. THE PUBLIC ADVOCATE'S POSITION ON THE PROPOSED f j ^ R 

In his prefi led wr i t ten tes t imony (PA Statement 1 at 8-15) , the Advoca te ' s wi tness 

LeLash recommended that the Commiss ion adopt findings and conclusions wh i ch may be 

summar ized as fo l lows: 

1 . Based on several recommended adjustments to PGW's f i l ing, the GCR factor 
should be $ 1 . 1 7 5 4 per Mc f (not $1 .2466 , as f i led by the Company) , 
assuming an e f fec t ive date of December 15, 1998 . 

2 . The $2 mil l ion in expenses for hedging costs, risk management s imulat ion, 
weather insurance and Commission-mandated gas supply s tudies are not 
recoverable th rough the GCR under the Tariff current ly in e f fec t and should 
therefore be removed f rom th is year's ca lcu la t ion. 1 2 

3 . The Company's forecast for gas commodi ty costs appears to be reasonable in 
light of DRI project ions and the current NYMEX str ip for the November 1998 
to August 1999 per iod. 

4 . The use of the $ 1 . 4 2 7 2 per M c f interim GCR factor should resyl t in an of fset 
to some of the FY 1998 under-col lect ion. 

5. The GCR calculat ion should include an addit ional credit of $ 8 0 0 , 0 0 0 f rom off-
system sa les , 1 3 and should also be updated to ref lect the f inal FY 1998 
underrecovery of $3 .6 mi l l ion. 

6 . Wi th the except ion of its use of LNG, the Company has general ly pursued 

appropriate regulatory ob ject ives in its gas procurement . 

7 . During the past f ive years, PGW's f irm demand has remained stable at about 
• 60 Bcf. 

8 . PGW's f i rm design day demand of 750 Mmcf is met w i t h 4 5 0 M m c f of 
interstate pipeline supply and daily availability to 5 4 0 M m c f of LNG 
vaporizat ion. W i th the terminat ion of the South Jersey LNG con t rac t , PGW 

"As to the merits of PGW's proposal to amend Regulation 11.5 to permit recovery of these costs through the 
GCR, LeLash opposes recovery of the cost of gas supply studies, weather insurance and risk management 
simulation through the GCR because these costs are not gas supply related and are controllable in nature. 
Without knowing mora about the kind of financial hedging program proposed, LeLash took no position on 
whether the Tariff should be amended to permit recovery of such costs through the GCR. In any event, he noted 
that since the proposed «1.6 mllllan hedging cost would not be for gas utilized in FY 1999, It should not be 
Included in the FY 1999 GCR calculation ( l i et 8-91. 

"Upon further consideration of the interactive relationship of off-system sales and capacity release credits, as 
described by PGW witness White, LeLash withdrew this recommendation (Tr. 79-84; PA Brief Ql 2, fn.1). 
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was able to permanently release its 50 Mmcf of Transco LGA storage, saving 
$250,000 per year in demand charges. 

9. During the past five years, PGW has experienced an increase in its 
unaccounted for gas losses to 3.9%, compared to the most recent 1 5 year 
average of 3 .3%. This raises concern as to whether the distribution system is 
experiencing greater loss from leaks.1* 

10. During the 1997-98 GCR period, the Company experienced its second 
warmest winter in 40 years, with only 4,003 degree days compared to the 
normal level of 4,600 degree days. As a result, sendout volumes and gas 
costs were reduced, but there was also an underrecovery of PGW's fixed gas 
demand charges. 

11 . Because of limitations associated with the physical contract hedges being 
used by the Company, it is increasingly imperative for PGW to define 
objectives and procedures for an ongoing financial hedging program. 

12. As part of a broader Commission oversight proceeding or a proceeding 
addressing cash f low stabilization, the Commission should require PGW to 
fully define the scope, control and financial exposure aspects of prospective 
hedging initiatives. The Company has not yet formally adopted its Financial 
Risk Management Policy nor established its planned Corporate Risk 
Management Council. 

13. Although the Company has provided a framework for outsourcing its initial 
financial hedging activity, many of the program details as well as information 
about alternative proposals have not been presented, making it difficult to 
assess the reasonableness of PGW's preferred proposal and impeding progress 
on determining the best way to bring the benefit of financial hedging to the 
ratepayers. 

14. Aside from the relative newness of the weather insurance concept which 
PGW proposes to use to insulate its operation from fixed fuel cost recovery 
problems associated with warm weather, there seems to be uncertainty about 
the level of cost protection being sought. That is, PGW supported a different 
"deadband" in last year's weather normalization adjustment proposal than it 
does in the current weather insurance proposal. 

15. The Commission having identified weather insurance as an option to be 
considered in the cash flow stabilization review, the level of temperature 

'4White testified that the final unaccounted for figure for FY 1998 was 2.2%, which brought the last five 
year average down io 3.7% fTr. 981. In light of this information, which he found to be 'encouraging," LeLash 
opined that "the need for immediate action is probably not near as critical* as he had originally thought, but 
urged the Commission to monitor the situation (Tr. 102-1041. 
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protection and the cost-effectiveness of weather insurance should be 
addressed in that proceeding. 

16. PGW has an incentive to substitute storage gas for flowing gas if and when 
there is a cash shortage. Such substitution is not compatible with least cos-
gas procurement and is inconsistent with the fundamental principles of a fuel 
adjustment clause. 1 5 

LeLash's recommended findings at t 1 3 , 6 through 16 are either in the nature of 

observations, or contain general recommendations and policy considerations with respect to 

the broader hedging, outsourcing, gas management and cash flow stabilization concerns 

that were not discussed during the GCR hearing, but were reserved for Commission review 

at another time, and will therefore not be discussed further in this Recommended Decision. 

The Advocate's witness Cameron provided written testimony in which he: 

1 . Raised concerns about the shut down of CWP since July 1998; 

2. Opined that CWP's marginal cost-effectiveness, shown by the Year 7 impact 
evaluation, is a stellar result, compared to past performance and compared to 
virtually every other weatherization program in the United States; 

3. Stated his expectation that the Year 8 results would be at least as cost-
effective; 

4. Recommended that PGW visit a sample of houses where setback thermostats 
were installed and assess how well and whether they are continuing to work; 
and 

5. Observed that both CWP contractors were performing satisfactorily. 

(PA Statement 2 at 3-9). As indicated earlier, by agreement of the parties and the Hearing 

Examiner, Mr. Cameron did not testify or appear for questioning at the hearings. Most of 

his testimony was in the nature of observation, but not being particularly germane to the 

GCR proceeding this year, it will not be discussed further in this Recommended Decision. 

"Specifically, LeLash was concerned that, during the past fiscal year, PGW dispatched LNG on several 
occasions when temperature levels would not appaar to justify its use, raising Issues about cash flow 
considerations impacting gas procurement and dispatch decisions inappropriately (I&. at 40-41]. 
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V. DISCUSSION - COMPUTATION OF FY 1939 GAS COST RATE 

A. APPLICABLE RAW MATERIAL EXPENSES (FACTOR " 0 

1. Proiected FY 1999 Gas Cnxt* 

PGW submits that its natural gas pricing forecast is reasonable and realistic (PGW 

Brief at 4). The Company states that it "follows a reasoned methodology for projecting 

volatile gas costs for the upcoming budget year" QdJ. Specifically, the Company relies 

upon the July 1998 DRI/McGraw Hill (now, Standard St Poors (Tr. 113}) analysis of natural 

gas prices (Id*: response to PA-2). 

This year, the Company set forth the basis for its gas price projections in some detail 

in its GCR filing. Its projections were further reviewed through the discovery process. 

Having done so, the Advocate's witness confirmed the reasonableness and accuracy of 

PGW's projections and recommended that the Commission adopt them for purpose of the 

FY 1999 GCR calculation (PA Statement 1 at 17-18; Tr. 33, 112-115). 

Based on this record, I recommend that the Commission authorize inclusion in the FY 

1999 GCR calculation (Factor "C") of $243,344,408 for applicable fuel expense, as 

contained in PGW's filing. 

2. Projected FY 7999 Non-Gas Frnensas 

a. Customer Responsibility Program ("CRP") revenue shortfall 

The projected FY 1999 CRP revenue shortfall (or, "CRP discount") of $14,177 miilion 

is somewhat lower than that budgeted for FY 1998 ($15,408 mill ion) 1 8 (PGW Statement 1 

at Exhibit CW-1; PGW Statement 2). Primarily, this reflects the fact that program 

"The actual, finalized CRP discount for FY 1998 was $ 11.970 million, or $3.4 million below budget, 
redecting the much warmer-thon-normat heating season, a decrease in program panicipation, and an increase in 
excess usage charges collected (response to HE-13; PGW Statement 2 at If. 
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par t ic ipat ion for FY 1999 is projected to be less than for FY 1 9 9 8 , 1 7 due to improvements in 

program adminis t rat ion 1 8 (PGW Sta tement 2 at 2 and at at tachments; PGW Exhibit 1 at 

GCR-22) . PGW's other project ions regarding the receipt of L1HEAP grants, LIHEAP make-up 

charges and excess usage charges — all of wh ich impact on the calculat ion of the CRP 

revenue shortfal l - are reasonable, based on recent experience. 

The Advocate did not disagree with PGW's projected CRP expense (Tr. 33: PA 

Statement 1 at 22). 

1 therefore recommend tha t t he Commission authorize recovery in the FY 1999 GCR 

calcu la t ion (Factor "C") of $ 1 4 , 1 7 7 , 4 5 1 for the CRP revenue shor t fa l l , as budgeted by PGW 

in i ts f i l i n g . 1 3 

"The number of CRP panldpants Is projecied io range from about 50,500 to 51,000 during FY 1 999. whfle 
U was projecied to be in the range of 53,000 for FY 1998 (Compere PGW Exhibit 2 at GCR-22 with response to 
ID-1 in FY 1998 GCR proceeding}. 

"PGW witness Coltro attributed the reduced program participation to more prompt notification to CR? 
customers who are in default on their monthly payments ant) PGW's intended use ot a tightened income 
verification process (PGW Statement 2 at 2-3). Indeed, PGW's CRP statistics show that during FY 1993. while 
the total program population shrank a bit. the ratio of active to defaulted customers improved significantly Ui, at 
3). While as of September 1997, 63% of participants were in active status versus 37% defaulted, by June 
1998 85% were in active status versus only 15% defaulted Q i at Exhibit CRP-2). Coltro expects this ratio to 
continue in FY 1999 (ifiL at 3). 

'"In 1994, I recommended against inclusion of the CAP shortfall among the non-fuel expenses recoverable 
through the GCR (Recommended Decision in CRP Shortfall Proceeding at 29-32). However, I alternatively 
recommended that if the Commission believed the program costs were too volatile or unpredictable at that early 
point in the program's existence, It could - consistent with its prior decisions and with the underlying theory of 
the GCR - permit recovery of all or part of the shortfall in this manner Q i St 32; see also l i at 27-291. The 
Commission amended Regulation 11.5 of the Tariff to permit recovery of the CRP costs through the GCR, citing 
the newness and unpredictability of the CRP shonfall and concern that PGW's proposed operating budget "may 
optimistically state PGW's costs associated with uncollectible revenues" (Order adopted December 6, 1994 at 
o rde r i ng and 81. 

After several years experience with budgeting the CRP shortfall, the Commission directed PGW to 
include In its FY 1998 Operating Budget filing a discussion o( CRP cost components and funding variables, and 
an analysis of the Impact of moving 35, 510 or $15 million of the shortfall to the Operating Budget (Order dated 
December 2. 1996 (2nd of Two Orders in the FY 1997 GCR Proceeding) et ordering paragraph 41. PGW did not 
make this filing. The Commission again requested this analysis during the FY 1998 budget hearings (Tr. 458-
460). PGW thereafter filed a response to Question 5E, outlining four possibilities, and recommending no change 
to the CRP portion of the GCR at this time. 

In Memorandum Order in that proceeding, tha Commission directed that PGW file with each future 
budget filing narrative, workpapers and pro forma budgat schedules detailing the impact on that year's proposed 
operating budget of moving $5, $10 or $15 million of Ihe CRP shortfall out of the GCR under the four 
assumptions contained in PGW's response to Question 5E (Memorandum Order dated November 5, 1997 at 
ordering paragraph AIS)). This portion of the FY 1999 Operating Budget filing was Just submittad to the 
Commission on November 13, 1998. The Commission may ultimately determine that some or all of the CAP 
shortfall should be moved out of the GCR, but for purpose of this Recommended Decision, 1 assume the entire 
CRP shonfall is to be recovered through the GCR for FY 1999. 
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b. Conservation Works Program ("CWP"! 

PGW has proposed a budget of S2.2 million for CWP for FY 1999 (also known as 

Year 9 of the program) - the same as last year's budgeted amount (PGW Statement 1 at 

Exhibit CW-1; PGW Exhibit 2 at GCR-19; PGW Statement 3). 

The Advocate did not propose any changes to this budget (PA Statement 2 at 21-22; 

Tr. 33). 

I recommend that the Commission authorize the Inclusion in the FY 1999 GCR 

calculation (Factor "C"J of $2.2 million for CWP expense, as requested by PGW. 

c. New Non-Gas Expenses 

PGW included in its proposed GCR calculation $2,030,500 for four non-gas expenses 

not previously recovered through the GCR -- $1,560,500 for financial hedging costs; 

$200,000 for risk management simulation costs; $20,000 for fixed demand charges-related 

weather insurance; and $250,000 for anticipated Commission-mandated gas Supply studies 

(PGW Statement 1 at 9-16 and at Exhibit CW-1). As already discussed, PGW subsequently 

amended its filing to request changes to Regulation 11.5 of the Tariff, in order to authorize 

recovery of such costs through the GCR (PGW Exhibit 1). The Company has conceded that 

- as the Advocate asserts -- in the absence of Commission approval of the proposed 

changes to the Tariff, these costs cannot be included in the current GCR calculation (PGW 

Brief at 5; Tr. 34-35; responses to PA-62, PA-65, PA-67; PA Brief at 2-3; PA Statement 1 

at 8), 

" As indicated, Commission review of the proposed Tariff changes pursuant to 

Commission Regulation No.l will be conducted in the future, and the merits of PGW's 

proposals will not be addressed at this time. 

In light of the foregoing, I recommend that the Commission disallow recovery in the 

FY 1999 GCR of the $2,030,500 PGW included in its filing for four new non-gas expenses 

not currently authorized by Regulation 11.5 of the Tariff, and direct PGW to remove these 

proposed expenses from the FY 1999 GCR calculation, as PGW has agreed. 

V. 
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B. ADJUSTMENTS TO APPLICABLE RAW MATERIAL EXPENSE (FACTOR "E"J 

1. Prior Year Recondllation 

The Tariff provides for the automatic reconciliation of any prior year over- or under­

collection in the calculation of the next year's GCR (Regulations 11.2(a), 11.3 (E), and 

11.4(d)). 

In its August 3, 1998 fil ing, the Company included in its GCR calculation a prior year 

reconciliation amount of $3,019 million for the FY 1998 under-recovery (PGW Statement 1 

at Exhibits CW-1 and CW-5). Subsequently, the finalized carryover amount for FY 1998 

was determined to be an under-recovery of $3,614 million (responses to PA-47 and HE-13; 

PGW Exhibit 4). The Advocate's witness correctly noted that the final, approved GCR 

calculation for FY 1999 should incorporate this difference (PA Statement 1 at 16-17 and at 

Schedule 1). Of course, PGW was in agreement with this position (Tr. 33-34). 

I recommend that the Commission authorize inclusion in Factor *E" of the FY 1999 

GCR calculation of the actual, finalized $3,613,746 under-billing from FY 1998, or 

$594,311 more than Included in PGW's fi l ing. 

2. Natural Gas Refunds 

The Company projects receiving $3.71 million in refunds from natural gas suppliers 

during the fiscal year (PGW Statement 1 at Exhibit CW-1). This primarily reflects 

anticipated receipt of a refund from the Transco Gas Pipeline rate case (lit. at 3; PGW 

Exhibit 2 at GCR-8; see also response to PA-32). 

The Advocate's witness did not suggest any reason for disagreement with this 

projection (PA Statement 1 at Schedule 1; Tr. 33). 

I recommend that the Commission approve inclusion in Factor "E" of the FY 1999 

GCR calculation of a $3.71 million credit (adjustment) for projected natural gas refunds from 

PGW's suppliers, as contained in PGW's fi l ing. 



V 

T 
RECOMMENDED DEOSION FY 1999 GAS COST AATE PAGE 17 

3. Off-Svstem Safes 

The Company typically credits to the GCR calculation the benefits of capacity release 

and off-system sales. The FY 1999 GCR calculation incorporates close to 52.2 million in 

projected capacity release credits but no credits for off-system sales (PGW Statement 1 at 3 

and at Exhibit CW-6]. 

Acknowledging the Company's past position that off-system sales transactions are 

speculative, LeLash still proposed that an $800,000 credit for anticipated off- system sales 

be included in the GCR calculation (PA Statement 1 at 22-23 and at Schedule 1). 

However, during the hearing, the Advocate's witness withdrew his recommendation, 

based on additional information provided by PGW witness White (Tr. 79-84). In essence, 

PGW demonstrated that the capacity release credits and off-system sales margins are 

interrelated as White put it. it is a "zero sum game." in which the flexibility in PGW's 

system can be used to generate one or the other, but not both, and in which if revenues are 

increased in one category, the other will decline (Id.). 2 0 

In light of the foregoing, I recommend that no additional credit adjustment be applied 

to the FY 1999 GCR calculation to reflect anticipated off-system sales, as agreed by the 

parties. 

C. APPLICABLE SALES VOLUME (FACTOR *S') 

As noted in LeLash's testimony, PGW's weather normalized firm sales have been 

relatively stable IPA Statement 1 at 27 and at Schedule 5, p. 2 of 5). During this 

"White provided the following historic data to illustrate this relationship (Tr. 80-81, 83): 

Fiscal Yaar Capacity Relaase Volumoo Capacity Releaas Credits Off-Svstem Sales Margins 

1996 7.9 Bcf $463,000 $627,000 

1997 7.9 Scf $529,000 $823,000 

1998 16 Bcf $2.9 million $355,000 

1999 (est) 22.4 Bcf $2.2 million SO 
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proceeding, there was little discussion of and no controversy about PGW's projected GCR 

applicable sales volume (PGW Statement 1 at Exhibit CW-1}. 

I recommend that the Commission utilize for Factor *S " in the FY 1999 GCR 

calculation the projected applicable sales volume of 58,947,798 Mcf contained in PGW's 

fi l ing. 

D. BASE COST Of FUEL (FACTOR "B') 

Regulation 11.3 (at B) provides that 

The base cost shall be adjusted at the time of the annual Gas Cost Rate filing 
to include at least ninety percent (90%) of the Company's experienced gas 
rates in effect as of the end of the August billing period, plus such portion of 
the projected gas costs as the Commission shall permit. 

In prior proceedings, there has been considerable discussion of the meaning of this 

provision, particularly whether the proposed GCR met the 90% "roll-in" requirement. But 

again, there was no discussion of these questions this year. 

Regardless, I am compelled to note that the proposed GCR would not comply with 

the 9 0 % standard. I estimate that the unit cost of gas in effect as of the end of FY 1998 is 

$4,202 per Mcf. 2 1 The base cost of $3.18 would therefore only reflect 7 6 % of the 

experienced gas costs. 

In last year's proceeding, the Commission renewed its prior exception to the 90% 

roll-in requirement, to permit the base cost to remain at $3.18 per Mcf for purpose of the 

FY 1998 GCR calculation (1st of Two Orders dated February 25, 1998 at ordering 

"Calculated from response to HE-l 3 as follows: 

$243,138,055 FY 1998 net applicable raw material expanse 
- I3 ,67g,3 i3 Less ndh-gas expenses 
$229,462,736 Net applicable gas expense 
- 11.001773 Less FY 1997 underbilling carried Over into FY 1 998 
$ 218,461,458 Experienced gas expense as of August 1998 adjusted to remove impact of FY 1997 expense 

The per Mcf cost is obtained by dividing the experienced gas expense by the applicable sales volume of 
51,987,264 Mcf. 
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paragraph 4 ) . " In the absence of any further suggestions that this portion of the Tariff 

should be changed, or of any concerns on the part of either PGW or the Advocate, and in 

light of the transparency to the ratepayer of these costs, I recommend that the Commission 

take similar action to permit the base cost to remain at $3,180 per Mcf until further notice. 

Thus, I recommend that the Commission renew rts exception to the base cost 

adjustment required by Regulation 11.3, and permit the base cost (Factor "B* of the GCR 

formula) to remain at $3,180 per Mcf for FY 1999 and future fiscal years, unless and until 

modified by subsequent Commission action, 

E. RECOMMENDED FY 1999 GAS COST RATE AND EFFECTIVE DATE 

If the Commission approves all of the foregoing recommendations regarding the 

elements of the GCR calculation, as shown in Table 1, supra, the net applicable raw material 

expense for FY 1999 will be $259,625,605. Dividing by applicable sales of 58,947,798 

Mcf yields a projected unit cost of fuel of $4.4043. Subtracting the $3.18 base cost leaves 

$1.2243 per Mcf to be recovered through the GCR, assuming a September 1, 1998 

effective date. This 20 cent decrease from the current GCR factor amounts to slightly more 

than a 2% decrease in the unit cost of gas to the typical firm (Rate GS) customer." 

However, since a reduced GCR factor was not put into effect at the beginning of the 

fiscal year, the cost reduction for the balance of the fiscal year will be somewhat greater. 

That is, from September 1, 1998 to the present time, the GCR in effect has been at the FY 

1998 level of $1.4272 per Mcf, thereby resulting in an over-recovery of gas costs during 

this portion of the fiscal year. LeLash estimated that this over-recovery amounts to about 

$2.1 million if the GCR is not changed until December 1 5, 1998, and urged that any such 

amount be taken into account in setting the finalized GCR factor which will be in effect for 

the balance ofthe fiscal year after Commission action (PA Statement 1 at 10, 19 and at 

Schedule 3). 

"Although this Order indicatad that the Commission would permit the base cost to remain at $3.TS 'until 
further action by the Commission,' the exception was linked to the FY '1998 GCR calculation, and l therefore 
believe it is necessary to take additional Commission action to renew the exception. 

"S t .4272 - SI.2243 = $0.2029 * $8.5472 (current GS rate of $7.12 per Mcf plus current GCR of 
$1.4272) = 2.4%. 
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PGW's calculation is that, taking into account the two adjustments reflected in Table 

1 , suora, the GCR factor would be $1.1553 per Mcf, if the effective date were December 

1 5, 1998, and $1.1119 per Mcf, if the effective date were not until January 1 , 1999 

(response to TR-1). The former would result in a rate reduction of 3.2% for the balance of 

the fiscal year, 2 4 while the latter would result in a slightly greater rate reduction of 3.7% for 

the rest of the fiscal year. 2 5 Either way, I estimate that the reduction would yield a savings 

of about $23 for the typical residential heating customer for the rest of FY 1999 . 2 6 

GCR billing changes can be accomplished with the existing Legacy system in seven 

days; thus, assuming that the Commission takes final action at its scheduled December 8. 

1998 meeting, the new GCR could be effective December 15, 1998 for usage on and after 

that date (response to HE-14; Tr. 69, 7 1 , 72). 

The Advocate supports a December 15, 1998 effective date for the new GCR (PA 

Brief at 3-6; Tr. 79). However, PGW recommended that the effective date be January 1. 

1999, when it anticipated converting from the Legacy system to the new BCCS billing 

system (response to HE-14; Tr. 65, 68). Although the Company 'recognizees] that we 

would like to get as much of the winter volumes into the revised factor as possible," PGW 

thought it was appropriate to recommend the later date "for simplicity's sake," that is, to 

avoid having to put in the revised GCR factor under the old system for 15 days and then 

converting over to the new system from January 1 on (Tr. 68-69, 73-74). 

Since PGW intends to run the Legacy system parallel to the BCCS system for some 

time period, and thus, would have to make the simple programming change of replacing the 

current GCR factor with the new one anyway (Tr. 71-72, 74-75), the Company's position 

does not make sense. 

Even if it did make sense, the Company's position is contingent upon its 

representation at the hearing that January 1, 1999 was "the firm date* for BCCS to go live 

(Tr. 68-69). To the extent the January 1 target date slips, this would create additional, 

"SI.4272 - S1.1553-=> $0.2719 * $3.5472 = 3.2%. 

"31.4272 -51.1119 = 80.3153 - $8.5472 = 3.7%. 

"Applying ihe 3.2% reduction to estimated typical usage for a residential heating customer from December 
15 to the end of the fiscal year of about 85 Mcf yields a $ 23 savings. Applying the slightly greater 3.7 % 

• reduction to the lesser volumes that would be consumed by the typical residential heating customer from 
V January 1 to the end of the fiscal year of about 76 Mcf also yields about a $23 savings. 
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unwarranted delays in implementation of the reduced GCR factor. Indeed, less than a 

month later, it now appears that the January 1 date is not firm at all; rather, the most 

current estimate is that BCCS will be implemented in mid-February 1999. 2 7 Given the 

history of delays in the BCCS implementation date, it would be unwise for the Commission 

to link implementation of the new GCR to BCCS. 

For all of these reasons, I recommend that, consistent with the foregoing 

recommended adjustments to PGW's August 3, 1998 filing, the Commission authorize 

recovery through the FY 1999 GCR of net applicable raw material expense of 

$259,625,605 as applied to applicable sales volumes of 58,947,978 Mcf. Consequently, I 

recommend that the Commission authorize an FY 1999 GCR of approximately $1.1553 per 

Mcf (subject to possible refinement when PGW performs the necessary calculations 

consistent with the Commission's GCR Order), to be effective and applied to usage on and 

after December 15, 1998. 

VI. CONCLUSION 

I recommend that the Commission enter an Order in this matter that reflects the 

recommendations discussed in this Recommended Decision. I further recommend that the 

Commission direct the Company to make a compliance filing reflecting the ordered 

adjustments to the FY 1999 GCR within ten days of execution of the Commission's Order 

herein. Finally, I recommend that PGW be required to include on the first customer bills 

rendered after the Commission's Order herein a notice of the effective date and amount of 

the GCR for the remainder of FY 1999. 

Respectfully submitted, 

DATED 

J ^ N E T PARRISH, E S Q . 

: A R I N G E X A M I N E R 

"At an informal discovery meeting he'd on November 1 6. 1998 as pan of the Commission's pending FY 
1999 oversight review and consolidated budget proceeding, PGW's Chief Information Officer David Lea informed 
Commission Hearing Examiner Ta'teton D- Williams and Advocate consultant Thomas E. Knudsen that the 
expected implementation date for the BCCS had been delayed to mid-February 1 999. 
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Pennsylvania Public Utility Commission : 

v. Docket No. R-00006042 

Philadelphia Gas Works 

First Set of Interrogatories of CEPA et al. 

Pursuant tc 52 Pa.Code §5.341. the Consumers Education and Protective 

Association (CEPA). the Association of Community Organizations for Reform 

Now (ACORN). Action Alliance of Senior Citizens of Greater Philadelphia and the 

Tenant3: Action Group (TAG) (collectively "CEPA et al/) hereby propound the 

following First Set of Interrogatories to the Philadelphia Gas Works to be 

answered by those officers, employees or agents as may be cognizant of the 

requested facts and who are authorized to answer on behalf of the Company. 

Dated: February 2. 2001 



insiructicns 

'a-- These rrterrcgatcres snail be deemed to be ccntlnfirc: The 

Respondent is ob!:ged to charge Supplement and ccrect al : answers -o 

interrcgatones tc conform tc available information, including such .nformation as 

first becomes available to tne Respondent after the answers hereto are filed. 

•b) The answers provided should first restate the questicn as<ed and also 

identify the person: s; supplyng the information. 

(C) All information is tc be divulged that is within the knowledge, 

possession, control, or custody of Respondent or may be reasonably ascertained 

thereby, The term 'Philadelphia Gas Works" or "the Company :' or "you,'' as used 

herein includes the Philadelphia Gas Works, its attorneys, acenis employees, cr 

other representatives. 

(d) As used herein, tne word "dccumenf or "workpaper5 includes, but is 

not limited tc. the criginai and aii copies (regardless of origin and whether or not 

including additional writing hereon or attached thereto) of memoranda, reports, 

bocks, manuals, instructions, directives, records, forms, notes, letters, 

confirmations, telegrams, pamphlets, notations of any sort concerning 

conversations, telephone calls, meetings or other communications, bulletins, 

transcripts, diaries, analyses, summaries, correspondence and enclosures, 

circulars, opinions, studies, investigations, questionnaires and surveys, 

worksheets, and all drafts, preliminary versions, alterations, modifications, 

revisions, changes, amendments and written comments concerning the foregoing, 

in whatever form, stored or contained in or on whatever medium including 

computerized merhcr/ or magnetic media. 



Philadelphia Gas Works 

Docket No. R-00006042 

First Set of Interrogatories of CEPA et al. 

CEPA-1. Whal is ihe ctrent PGW ooricy 'egardirg ccmpany pavT-er: ;or emoioyee 

parties and celebrations9 If PGW has a written policy concerning [his subject, provide 

a copy of the policy. Provide a deiatied breakdown of ihe anounr spent in FY2000 on 

such parties and ihe amount budgeied r'or FY2CG =. 

CEPA-2. What is ihe current PGW ooiicv regarding soending for retiree oarises9 If 

PGW has a written policy concerning this subjec:. orovice a copy of ihe ociicy. Provide 

a detailed breakdown of the amount spent in FY2000 on such parties and ihe amount 

budgeted for FY200'!. 

CEPA-3. Provide a schedule showing oost re-irement non-pension benefits including 

but not iimiteC to health benefits and iegal services provided PGW retirees in FY 2000. 

For each category of benefit, also state how much has been budgeted for FY 200 •. 

CEPA-4. Does PGW have a policy concerning company payment for membership 

fees for the company and/or for individual employees for country club, gym dub. dining 

club and other non-professional associations9 If :he answer is affirmative, state the 

policy. If the policy is in writing, provide a copy of the written policy. 



CEPA-5. PrGviGs a deiaiiec 3rea*6ov/n oi :re smcun? soer-:. :r" ar-y - J-V200C: 

13; cr me^oershio *ees r'or PGW -'cr coLriry c;uc. gvci cub. airing club and 

oir:er ror-profess-onai asscc:a; ors. 

ib) or r-ercership fees ""or PGW senor .Tianager^-er: arc..or or^er PGW 

employees for country club gym c j b . dining ciub and other non-proressionai 

associations. 

CEPA-6. P w c e :ne year. make, modei. arc come an > iLmoer f ar.v. :or every 

marked PGW ver.ce and indicate ".he PGW ceoanment :o vvrich eacn such vehicle is 

assigned. 

CEPA-7. The Company has ircicatec ir me 'esporse :o K3-50 r me PGW FY 2001 

Consoiidaiec Buccet Proceedings oefore me Phiiadeipnia Gas Commission -hat of 31 

mar<ed vehicles assigned to "Credit Ccifecticr." all out -rree are either 3,4 :cr vans or 

'A ton pickup trucKS. The three exceptions are Plymouth Accaim secars. 

(a) Upcate :nis information. 

(b) Provide nformation concerning me cost per rmie of operating O:CKUOS ana 

vans as opoosec :o a sedan iike a Plymouth Acclaim. 

(c) Explain -.-vry PGW uses vans arc oicxup trucks r'cr Credit/Coilections work. 

CEPA-8'. In PGW's FY 2001 Consolidated Budget Proceedings. PGW produced the 

document attached as Exhibit A in partial response to KB-50 which, inter alia, 

requested PGW to provide "for unmarked vehicles, the make and modei of each car... 

as well as the person and title of the person to whom the car Is assigned." 

(a) Update the information or Exhibit A as of an administratively convenient 

date, no earlier thaa December 1. 2000. 

(b) For eacr vehicle, indicate whether it nas been assigned to a particular 

employee (1) for Commuting and Business Use only: (2; for Commuting. Business 

Use and Other Personal Use: (3) for Business Use only. 
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CbPA-G Does PGW -ave a wir-en pci cy ccvernirg .vrec cersonal cars "'or 

C o m v i n e arc Business Use omy anc. or for Commuting arc Business Use arc 

C' /er Persona, use are assignee :o PG7/ maragemer: emc oyees 9 If -tne arsv/er .s 

^"'' 'mav'-e. o-'ease orovce a cooy of me ooiicv 

CEPA- 0. Does PGW rave a wr:;;en policy governing me /ave: .ocai or -c r -cca i - -'or 

vvrich a persorai company car may be usee? If the arswe' -s am-mauve. oiease 

c e v e e a cooy cr* me ociicy 

CcPA-11. What costs, if any. associated with operating a personal comoany car for 

Commurj-g arc Business Use only does the PGW emoioyee assume? 

CEPA-i 2. What costs. ;f any. associatec with operating of a sersorai comoany car for 

Other Persona; Use does me PGW emcioyee assume? 

CEPA-13. Provide a screcuie showing or, an annual basis ~ow many PG'/V 

emoloyees "ac cersonai company cars m FY 1996 thrcugn FY 200; :n. v/mcr 

employees //no "ad cars for Commuting ana Business Use oniy are separated out from 

employees wno had cars for Commuting. Business anc Other Persorai Use. 

CEPA-14. Is it correct that PGW requires employees to whom a personal car has 

been assigned co pay the Company SO. 13 per mile when the car -s being used for Other 

Parsonal Use" If the response is yes. explain why PGW receives only 50 ' 3 per mile 

fr~m emoloyees who use a company car for persorai use wren.Federal Government 

empioyees receive government reimbursement for authorized use of their pm/ate cars 

for business use at me rate of SO.325 per mile f4 l CFR §30"MC 203) 

CEPA-1 5 When die PGW iasi update the amount pe'- m^e tra: t charges employees 

•'or jsage or" company cars for "Other Persorai Use" 7 



CcPA-:S W-a- PGW •Mr.v.sr. Procedure or RegLia-'C states the c-er r u e cr-arge r'cr 

'Other Personal Use" 7 

CEPA- 1 7. Siate the annual cost to PGW of orovi'cing cersonai comoany cars to PGW 

management emoloyees in FY 2000 for Commuting arc Bus.ness Use oniy. Provide 

workpapers exoiaining how this cost was calculated. 

CEPA- -: 3. State the annual cost to PGW of providing cersonai company cars to PGW 

management empioyees in FY 2000 for Commuting. Business and Other Persorai Use. 

Provide workpapers explaining how this cos: was calculated. 

CEPA-1 "3. What is the total average annua! cost tc PGW of ha vine a secar n -.s 

f leet 7 Please creak down this annual average cost mtc 'eievant categcres of costs 

including but not limited to fleet management, insurance, maintenance costs "nci'-cing 

payroll, gas anc oil and depreciation uf cwnea oy PGW or iease costs 

CEPA-20. Does PGW have any wrtten policy ether than Mo 776 01 oernmg wner an 

employee qualifies for. 

tai a car for Commuting Use and Business Use ;if so provide a copy''' 

:b ; a car for Commuting Use. Business Use and Other Personal Use {if so provide a 

copy). 

CEPA-21. Provide a copy of all current contracts between PGW and Aramark 

concerning the PGW cafeteria and/or provision of food services to the company 

CEPA-22. If PGW subsidizes the cost of employee meals, state the amount of the 

subsidy ir FY 2C00 



CEPA-23 Provde the fcrrr.ula -A-icn used tc de-terr-re the amcun; cf any SLCSIG-/ 

to Aramark or refund from Aramar\ in correction wth oceration cf the cafeteria and 

other fcoG ser/'-ces at PGW 

CEPA-24 With regard tc the fc r -u ia set forth Ir resocrse tc CEPA-23 regarding food 

services, provide a schedule shcwmg Tctai Saies. Net Costs. Profit/Loss Management 

Fee and Subsidy/Refund for eacr year beginning in FY '996 through FY 2000 

CEPA-25. Provide a schedule showing the amounts buogeted for the cafeteria 

Subsidy/Refund in FY 1996 throucn FY 2001. 

CEPA-25. With regard tc the AramarK contract provded in resocrse to CEPA-21 has 

there been any change in the pre-.- sions concerning tne commissions arsmc from 

cigarette saies provided tc PGW f-om. Aramark s vending machines since 1 9 8 1 9 

CEPA-27. In the past ten years, nas PGW solicited bias for the focd service contract 

current held by Aramark 9 If the resoonse is negative, provide details concerning 

efforts by PGW in the last ten years to assess the eccncmic reasonableness of its focd 

service arrangements for the cafeteria and for PGW based vending machines 

CEPA-28. Provide a list of all purchased services contracts other than contracts for 

legal services under which services are being provided in FY 2001 pursuant to a 

contract negotiated and executed crier to September 1. 1990. 



CEPA-Zrj Ws-r rzzacz :o :re cafe-a-' a prev-de a screcuie sfiewne 

••ai for FY • 9~"5 :rrouc'~ FY 20CC me annua! costs to PGW for cieanmg 

ex'term,rating garcage anc trasn "errc/a! services and 'acair anc 'eciacsment of fecc 

serrce "i:<:ures •<* '_'" ;: i"ent c" the oc -caticrs set ?orh •z r pace 2 cf tne Fecruary J -

1 3"4 Agreement cev.veen PGW a^c ARA Sen/ices inc. 

. c i the amci-r* -cudceted for FY 2001 r'or the costs set forth in sucsect;cr faj of 

•:r«s inter'oaatcrv 

CEP.A-30. Provice a schedule showing the amounts paid to Deloitte and Touche as 

outs.ce auditors -'or each year FY;996 to FY2000 and budgeted for FY20C1. 

CEPA-3' - Provice cocies c*' Deiotte anc Touches arruai oost-aucit ''letter to 

management" -cr each cf the ast "'ive "seal years. If tne pcst-auC:t letter regarding any 

of tne years FY" 996 through FY2C01 "as stii! not oeen issued, expiam why. 

CEPA-32. Exp'ain tne current PGW ociicv 'egardirg payment for employee 

professional memoershlp dues, if mere -s a written policy, provide a copy of the policy. 

CEPA-33. (a) Hov/ much oic PGW spend ;n FY 2000 for professional cues for its 

emoloyees? 

(b) For now many employees did PGW pay for professional dues in FY 

2000? 

(c) Is there an annual limit for individual employees on the number of 

professional associations for which PGW will pay a membership fee 9 

{O Hov; --uch has PGW budgeted for FY 2001 for professional cues for its 

emoiovees? Prov :ce a breakcown of this amount bv Deoartment. 



CEPA-34 P-ryrice 3 deianec uemcatior of -re PGW cues anc s-joscnpuons 

coriair.ec T, me orooosec FY 200' budget for Legai arc Regulatory Affairs. 

Operations. Marve;:ng anc S^ppiy Services. F'nance Customer Service. Irformatlor 

'ecrno iocy . arc Humar Resources. In co r rec to r -wr tnose item zations. indicate 

.v'nicn dues and s^oscrlotions expenses constitute renewals and y/hich ones are 

orooosec expercitures which- were not made r FY 200G. 

CEPA-35. For PGW's proposed Subscriptions or memoersr'os in the Delaware Vaiiey 

Regional Planning Commission. Greater PMadeichia FYs-.. PENJERDEL. American 

Gas Cooling Center, Clean Cities. Natural Gas Vehicle Coshtion. E-Source and 

A3HREA (Coroorate). provide: 

•;a; the ar"-_ai cost of the membersmp or subscrotior-

: b) whetrer PGW nas previously suoscrbec or belonged tc tne association: 

(c) ioer::ficat;cr of tangible benefits from arising -Vom the previous membership 

or subscription. 

(d) a cost cenefit analysis which wouic justify sucr expenditure: 

CEPA-36. For eacn of the following organizations. Delaware River Valley Regional . 

Planning Co mm.: ss.on. Greater Philadelphia F.rst. and PENJERDEL. state: 

:3) whether the Cry cf Philadelphia and/or a City Department has a membership: 

ib) whether that member pays the same membership or subscription fee as PGW: 

(c) why the City of Philadelphia and/or a City Department with membership in the 

crcanizatlcn coulc net fairly represent/advocate £or PGW interests: (d) whether PGW 

Pas discussed the possibility of the City or a particular C'ty Department 

recresertmg/advecating for PGW interests in tr.ese memoership associations. 

CEPA-37. Provde a detailed breakdown of the amount spent on public relations 

consulting contracts and advertising purchasec services n FY 2000 and budgeted for 

FY2001. 
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CEPA-38. For eacr- acver::s:rc arc oubtic -ei a tier 5 'eiatec ourcrasec services 

contract r'or which expenditures were .race in FY 2000 orovde : 

:a) the name of tne /e rcc r 

(b) the service orovscec: 

(c) a copy of the contract pursuant to wnicn the servce was provicec: 

(c) the amount paic cy PGW pursuant to the contract in FY 2000: 

(e) information concerning whether the contract was ccmpetitiveiy bid. 

CEPA-3S. With regard to 3eacn. Advertising: 

(a) explain what services Beach Advertising performed in FY 2000 in 

connection with the LlHEAP program for which it received payment of 3110.COO: 

•'b) provide a cooy cf the contract with Beach Advertising-

(C5 state the amount induced m the FY 200 • ouccet tor the same services. 

CEPA-40. Descnoe the tyoes of accounts for whicn PGW 00tains ourchasec 

coiiection services. 

CEPA-41. Are there any circumstances in which PGW seeks purerased collection 

services for'a residential account r which the customer -5 ceiinqueni. but stil! receiving 

service at that account? If the answer is affirmative, expiain when PGW uses 

purchased coiiection services for such accounts. 

in 



- r ovce a screen e ceta-urc owcr.asec servces expenses ^'c cciiecjon 

servces o^oviCec :o PGW -n PV 200C For eacn con;raci. provice 

i'a. :ne ".a^e y 're /e~zee. 
: Zi state :~e se-'vee c c . cec. 

•'ci a copy o-" r e cortrac: OL'suant to wh:cr. the service was c o viced: 

-Ci state tne amount pa-c oy PGW pursuant to tne contract 'n FY 2000. 

iei state •Nre'rs r the contract was competitivefv piti: 

':.* state /vneme' PGW "as contracted for coiiection services w r m-s /endor to 

be provided *n FY 200' anc covice a coov of the relevant contract. 

CEPA--3. Hov/ "as PG'/V 'ccceted for purer ased coiiectlor servces r -Y 

200 ' " 

CEFA-^A State ~Q\\ ~ar-y PGW -es-certiai customers rotifiec PG1/1/ o:' ca"<.'uctcy 

fiiincs -n FY 2000"~ r r e first carter of FY 2001 ^ 

CEPA-45. is PGW cur*ent!y apie to automatically prorate the bills of customers who 

have filed bankruomy. so as to prevent billing them post banKruptcy filing '"or gas 

consumed prior tc tre ; :.;rg cf a carkruptcy petiticr0 !f the answer is no. state wr.at 

procedures PGW uses to ens_'e that such customers -eceive bills which only require 

them to pay for gas corsumec after the filing of the ban:<ruptcy petition and where 

applicable, provide an assurance of future payment. 



CSPA-46. (a; !r FY 2000. rov/ nar.v :;rres cic PGW agree :o pa-, or- y/as ordered :o 

oay damages cr attorney's -'ees to banKrucrcy cebtors anc.or cOL-se' arising from 

voiations of the 3an^r!J0tcy Ccce's automatic stay ; ' ' :J.3 C. §362 • or the Bankruptc. 

Code's ciscnarge riupctions • USC §§ 727. '325 ' 

fb) As of an ac.mnstrativeiy convenient date "ot ear ;!e r tnan December '. 

2000. state how many times n FY 2001 PGW agreed to pay. or was orcered to pay 

carnages or attorney's 'ees to oankruotcy debtors anc-or cccmsei arising from 

violations of the Bankruptcy Code's automatic stay ( 1 ' U.S.C. §362: or the Bankruptcy 

Code's discharge injunctions (11 USC §§ 727, 1328). 

CEPA-47. In months in wnicn there is "ot a cr-ange r me Gas Ccs; Rate, is PGW 

curently capable of making adjustments :n the customers cuccet amount required 

•-nder the PGW Tanff to be made in the "ourth. eight and twelfth mcntns of the 

customer's budget pilling olan when meter readings mdicate 'hat a T u a : consumotion 

wili oe more than 10% higher than the annua! budget 0 

CEPA-48. If PGW receives a rate increase of S65 million: 

(a) state PGW :5 estimate of hov/ many residential customers w;il become 

delinquent on their bills due to the additional charges: 

(b) state in dollars PGW's estimated incremental increase in uncollectibles 

arising from this base rate increase. 

CEPA-49. Provide a schedule showing the number of new enrollments in CRP for eacn 

month from September 19S9 through January 31 2001 

CEPA-50 Provide a schedule shewing the number of new enrollments m Budget 

Bilhrg for each month from September 199S through. Janua-y 31 2001 

12 



CEPA-51. Provide copies of all bill inserts, bill messages and print and electronic 

media announcements distributed or broadcast since November 21, 2000, concerning 

the availability of PGW's Customer Responsibility Program for low income customers. 

CEPA-52. Provide a schedule showing how many informal complaints involving PGW 

were pending before the PUC's Bureau of Consumer Services as of August 1, 2000, 

September 1, 2000, October 1, 2000, November 1, 2000, December 1, 2000, January 

1, 2001 and February 1 ; 2001. 

CEPA-53. Provide a schedule showing how company reports concerning informal 

complaints by PGW customers were provided by PGW to the PUC's Bureau of 

Consumer Services in August, 2000, September 2000, October 2000, November 2000, 

December 2000, January 2001 and February 2001. 

J7 

PHILIP A. BERTOCCI, ESQUIRE-
EDWARD A. MCCOOL, ESQUIRE 

Attorneys for CEPA et al. 

COMMUNITY LEGAL SERVICES, INC. 
1424 Chestnut Street, 4 f t Floor 
Philadelphia, PA 19102 
(215) 981-3702 
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CERTIFICATE OF SERVIC 

I hereby certify that I have this day served a true copy of the f̂oregoing^dStument 

upon the participants listed below in accordance with the requirements of § 1.54 (relating^ 

service by a participant). 

VIA FIRST CLASS MAIL AND/OR E-MAIL 

Tanya McCloskey, Esq. 
Steve Keenes Esq. 
Office of Consumer Advocate 
5th Floor, Forum Place Bldg. 
555 Walnut Street 
Harrisburg, PA 17101-1921 

Johnnie Simms, Esq. 
Office of Trial Staff 
PA Public Utility Commission 
P.O. Box 3265 
Harrisburg, PA 17105-3265 

Angela Jones, Esq. 
Office of Small Business Advocate 
Commerce Building, Suite 1102 
300 North 2nd Street 
Harrisburg, PA 17101 

Jackie Sparkman, Esquire 
School District of Philadelphia 
Office of General Counsel 
2130 Arch Street, 5th Floor 
Philadelphia, PA 19103 

Charis M. Burak, Esquire 
McNEES, WALLACE, NURICK 
100 Pine Street 
P.O.Box 1166 
Harrisburg, PA 17108-1166 

Lance Haver 
6048 Ogontz Avenue 
Philadelphia, PA 19141 
(CEPA) 

Philip Bertocci, Esq. 
Community Legal Services 
1424 Chestnut Street 
Philadelphia, PA 19102 

Richard Lelash 
Financial and Regulatory Consultant 
18 Seventy Acre Road 
Redding, CT 06896 
(OCA) 

Craig A. Doll, Esq. 
25 North Front St., 2nd Floor 
Harrisburg, PA 17101-1606 

Brian Kalcic 
Excel Consulting 
Suite 720-T 
225 S. Meramec Avenue 
St. Louis, MO 63105 
(OSBA) 

Richard A. Baudino 
J. Kennedy and Associates 
570 Colonial Park Dr., Suite 305 
Roswell, GA 30075 

DSM:25I14.1 
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Larry Speilvogel 
203 Hughes Road 
King of Prussia, PA 19406 
(PICGUG) 

Wendell F. Holland, Esq. 
Obermayer, Rebmann Maxwell 

& Hippel LLP 
One Penn Center, 19th Fl. 
1617 John F. Kennedy Blvd. 
Philadelphia, PA 19103-1895 
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Mark S. Stewart, Esquire 
Dated: March 21, 2001 

0811:25114.1 



COMMUNITY 
LEGAL SERVICES, INC. 

1424 Chestnut Street, Philadelphia, PA 19102-2505 
Phone: 215.981.3700, Fax: 215.981.0434 
Web Address: www.cl pailja. 

WCUMEAI 
F0 D 

March 22, 2001 

Filed by Federal Express James J. McNulty, Secretary 
Pennsylvania Public Utility Commission 
Room B-20, North Office Building 
Commonwealth & North Streets 
Harrisburg, PA 17120 

Re: CEPA etal. v. Philadelphia Gas Works, Docket No. R-00006042 

Dear Secretary McNulty: 

J represent the Consumers Education and Protective Association (CEPA), the 
Association of Community Organizations for Reform Now (ACORN), Action Alliance of 
Senior Citizens of Greater Philadelphia, and the Tenants Action Group (TAG) 
(collectively CEPA et al.) in the above-captioned matter. 

Enclosed please fmd for filing an original and three copies of Motion of CEPA et 
al. to Dismiss Objections and to Compel Answers to Interrogatories CEPA-1 through 
21, 23 through 30, 32 through 42, and CEPA-49 of CEPA etaL's First Set of 
Interrogatories. 

As evidenced by the Certificate of Service, all parties to the proceeding are being 
served with copies of this Motion. 

VQFV truly yours. 

PHILIP A. BERTOCCI 

Attorney for CEPA et al. 

cc: Certificate of Service 

Enclosures 
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R-00006042 
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MOTION OF CEPA etal. TO DISMISS OBJECTIONS AND TO COMPEL ANSWERS 
TO INTERROGATORIES CEPA-1 through 21, 23 through 30, 32 through 42, and 

CEPA-49 OF CEPA et al. 's FIRST SET OF INTERROGATORIES 

Pursuant to 52 Pa. Code §5.342, CEPA etal. hereby move that the Presiding 

Officer, Administrative Law Judge Cynthia Williams Fordham, dismiss the Objections of 

Philadelphia Gas Works ("PGW" or ""Company") and direct PGW to answer 

Interrogatories CEPA-1 through CEPA-21, CEPA-23 through CEPA-30, CEPA-32 

through CEPA-42 and CEPA-49 of CEPA etaL's First Set of Interrogatories. 

In support of their Motion, CEPA et al. state as follows: 

I. CEPA-1 through 21, CEPA-23 through 30, CEPA-32 through 42 

1. CEPA et al. served its First Set of Interrogatories on PGW on February 2, 

2001. 

2. On February 15, 2001, PGW served its written objections to CEPA-1 through 

CEPA 21, CEPA-23 though CEPA-30 and CEPA-32 through CEPA-42 (hereinafter 

collectively the "CEPA Interrogatories"). 

DOCUMENT 
FOLDER 



3. The CEPA Interrogatories read, in their entirety, as follows: 

CEPA-1. What is the current PGW policy regarding company payment for employee 
parties and celebrations? If PGW has a written policy concerning this subject, provide 
a copy of the policy. Provide a detailed breakdown of the amount spent in FY2000 on 
such parties and the amount budgeted for FY2001. 

CEPA-2. What is the current PGW policy regarding spending for retiree parties? If 
PGW has a written policy concerning this subject, provide a copy of the policy. Provide 
a detailed breakdown of the amount spent in FY2000 on such parties and the amount 
budgeted for FY2001. 

CEPA-3. Provide a schedule showing post retirement non-pension benefits including 
but not limited to health benefits and legal services provided PGW retirees in FY 2000. 
For each category of benefit, also state how much has been budgeted for FY 2001. 

CEPA-4. Does PGW have a policy concerning company payment for membership 
fees for the company and/or for individual employees for country club, gym club, dining 
club and other non-professional associations? If the answer is affirmative, state the 
policy. If the policy is in writing, provide a copy of the written policy. 

CEPA-5. Provide a detailed breakdown of the amount spent, if any, in FY2000: 
(a) on membership fees for PGW for country club, gym club, dining dub and 

other non-professional associations. 
(b) on membership fees for PGW senior management and/or other PGW 

employees for country club, gym club, dining club and other non-professional 
associations. 

CEPA-6. Provide the year, make, model, and company number, if any, for every 
marked PGW vehicle and indicate the PGW department to which each such vehicle is 
assigned. 

CEPA-7. The Company has indicated in the response to KB-50 in the PGW FY 2001 
Consolidated Budget Proceedings before the Philadelphia Gas Commission that of 31 
marked vehicles assigned to "Credit Collection," all but three are either 3/4 ton vans or 

ton pickup trucks. The three exceptions are Plymouth Acclaim sedans. 
(a) Update this information. 
(b) Provide information concerning the cost per mile of operating pickups and 

vans as opposed to a sedan like a Plymouth Acclaim. 
(c) Explain why PGW uses vans and pickup trucks for Credit/Collections work. 

CEPA-8. In PGW's FY 2001 Consolidated Budget Proceedings, PGW produced the 



# 

document attached as Exhibit A in partial response to KB-50 which, inter alia, 
requested PGW to provide "for unmarked vehicles, the make and model of each car... 
as well as the person and title of the person to whom the car is assigned." 

(a) Update the information on Exhibit A as of an administratively convenient 
date, no earlier than December 1, 2000. 

(b) For each vehicle, indicate whether it has been assigned to a particular 
employee (1) for Commuting and Business Use only; (2) for Commuting, Business 
Use and Other Personal Use; (3) for Business Use only. 

CEPA-9. Does PGW have a written policy governing when personal cars for 
Commuting and Business Use only and/or for Commuting and Business Use and 
Other Personal Use are assigned to PGW management employees? If the answer is 
affirmative, please provide a copy ofthe policy. 

CEPA-10. Does PGW have a written policy governing the travel, local or non-local, for 
which a personal company car may be used? If the answer is affirmative, please 
provide a copy of the policy. 

CEPA-11. What costs, If any, associated with operating a personal company car for 
Commuting and Business Use only does the PGW employee assume? 

CEPA-12. What costs, if any, associated with operating of a personal company car for 
Other Personal Use does the PGW employee assume? 

CEPA-13. Provide a schedule showing on an annual basis how many PGW 
employees had personal company cars in FY 1996 through FY 2001 in which 
employees who had cars for Commuting and Business Use only are separated out from 
employees who had cars for Commuting, Business and Other Personal Use. 

CEPA-14. Is it correct that PGW requires employees to whom a personal car has 
been assigned to pay the Company $0.13 per mile when the car is being used for Other 
Personal Use? If the response is yes, explain why PGW receives only $0.13 per mile 
from employees who use a company car for personal use when Federal Government 
employees receive government reimbursement for authorized use of their private cars 
for business use at the rate of $0,325 per mile (41 CFR §301-10.303). 

CEPA-15. When did PGW last update the amount per mile that it charges employees 
for usage of company cars for "Other Personal Use"? 

CEPA-16. What PGW written Procedure or Regulation states the per mile charge for 
"Other Personal Use"? 

CEPA-17. State the annual cost to PGW of providing personal company cars to PGW 
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management employees in FY 2000 for Commuting and Business Use only. Provide 
workpapers explaining how this cost was calculated. 

CEPA-18. State the annual cost to PGW of providing personal company cars to PGW 
management employees in FY 2000 for Commuting, Business and Other Personal Use. 
Provide workpapers explaining how this cost was calculated. 

CEPA-19. What is the total average annual cost to PGW of having a sedan in its fleet? 
Please break down this annual average cost into relevant categories of costs, including 
but not limited to fleet management, insurance, maintenance costs, including payroll, 
gas and oil and depreciation (if owned by PGW) or lease costs. 

CEPA-20. Does PGW have any written policy other than No. 776.01 defining when an 
employee qualifies for: 
(a) a car for Commuting Use and Business Use (if so, provide a copy); 
(b) a car for Commuting Use, Business Use and Other Personal Use (if so, provide a 
copy). 

CEPA-21. Provide a copy of all current contracts between PGW and Aramark 
concerning the PGW cafeteria and/or provision of food services to the company. 

CEPA-23. Provide the formula which is used to determine the amount of any subsidy 
to Aramark or refund from Aramark in connection with operation of the cafeteria and 
other food services at PGW. 

CEPA-24. With regard to the formula set forth in response to CEPA-23 regarding food 
services, provide a schedule showing Total Sales, Net Costs, Profit/Loss, Management 
Fee and Subsidy/Refund for each year beginning in FY 1996 through FY 2000. 

CEPA-25. Provide a schedule showing the amounts budgeted for the cafeteria 
Subsidy/Refund in FY 1996 through FY 2001. 

CEPA-26. With regard to the Aramark contract provided in response to CEPA-21, has 
there been any change in the provisions concerning the commissions arising from 
cigarette sales provided to PGW from Aramark's vending machines since 1981? 

CEPA-27. In the past ten years, has PGW solicited bids for the food service contract 
current held by Aramark? If the response is negative, provide details concerning efforts 
by PGW in the last ten years to assess the economic reasonableness of its food service 
arrangements for the cafeteria and for PGW based vending machines. 

CEPA-28. Provide a list of all purchased services contracts other than contracts for 
legal services under which services are being provided in FY 2001 pursuant to a 



contract negotiated and executed prior to September 1, 1990. 

CEPA-29. With regard to the cafeteria, provide a schedule showing: 
(a) for FY1996 through FY 2000, the annual costs to PGW for cleaning, 

exterminating, garbage and trash removal services and repair and replacement of food 
service fixtures in fulfillment of the obligations set forth on page 2 of the February 14, 
1974 Agreement between PGW and ARA Services, Inc. 

(b) the amount budgeted for FY 2001 for the costs set forth in subsection (a) of 
this Interrogatory. 

CEPA-30. Provide a schedule showing the amounts paid to Deloitte and Touche as 
outside auditors for each year FY1996 to FY2000 and budgeted for FY2001. 

CEPA-32. Explain the current PGW policy regarding payment for employee 
professional membership dues. If there is a written policy, provide a copy of the policy. 

CEPA-33. (a) How much did PGW spend in FY 2000 for professional dues for its 
employees? 

(b) For how many employees did PGW pay for professional dues in FY 
2000? 

(c) Is there an annual limit for individual employees on the number of 
professional associations for which PGW will pay a membership fee? 

(d) How much has PGW budgeted for FY 2001 for professional dues for its 
employees? Provide a breakdown of this amount by Department. 

CEPA-34. Provide a detailed itemization ofthe PGW dues and subscriptions 
contained in the proposed FY 2001 budget for Legal and Regulatory Affairs, 
Operations, Marketing and Supply Services, Finance, Customer Service, Information 
Technology, and Human Resources. In connection with those itemizations, indicate 
which dues and subscriptions expenses constitute renewals and which ones are 
proposed expenditures which were not made in FY 2000. 

CEPA-35. For PGW's proposed subscriptions or memberships in the Delaware Valley 
Regional Planning Commission, Greater Philadelphia First, PENJERDEL, American 
Gas Cooling Center, Clean Cities, Natural Gas Vehicle Coalition, E-Source and 
ASHREA (Corporate), provide: 

(a) the annual cost of the membership or subscription; 
(b) whether PGW has previously subscribed or belonged to the association; 
(c) identification of tangible benefits from arising from the previous membership 

or subscription; 



(d) a cost benefit analysis which would justify such expenditure; 

CEPA-36. For each of the following organizations, Delaware River Valley Regional 
Planning Commission, Greater Philadelphia First, and PENJERDEL, state: 
(a) whether the City of Philadelphia and/or a City Department has a membership: 
(b) whether that member pays the same membership or subscription fee as PGW; 
(c) why the City of Philadelphia and/or a City Department with membership in the 
organization could not fairly represent/advocate for PGW interests; (d) whether PGW 
has discussed the possibility ofthe City or a particular City Department 
representing/advocating for PGW interests in these membership associations. 

CEPA-37. Provide a detailed breakdown of the amount spent on public relations 
consulting contracts and advertising purchased services in FY 2000 and budgeted for 
FY2001. 

CEPA-38. For each advertising and public relations related purchased services 
contract for which expenditures were made in FY 2000, provide : 

(a) the name of the vendor; 
(b) the service provided; 
(c) a copy of the contract pursuant to which the service was provided; 
(d) the amount paid by PGW pursuant to the contract in FY 2000; 
(e) information concerning whether the contract was competitively bid. 

CEPA-39. With regard to Beach Advertising: 
(a) explain what services Beach Advertising performed in FY 2000 in 

connection with the LIHEAP program for which it received payment of $110,000; 
(b) provide a copy of the contract with Beach Advertising; 
(c) state the amount included in the FY 2001 budget for the same services. 

CEPA-40. Describe the types of accounts for which PGW obtains purchased 
collection services. 

CEPA-41. Are there any circumstances in which PGW seeks purchased collection 
services for a residential account in which the customer is delinquent, but still receiving 
service at that account? If the answer is affirmative, explain when PGW uses 
purchased collection services for such accounts. 

CEPA-42. Provide a schedule detailing purchased services expenses for collection 
services provided to PGW in FY 2000. For each contract, provide 

(a) the name of the vendor; 
(b) state the service provided; 
(c) a copy of the contract pursuant to which the service was provided; 
(d) state the amount paid by PGW pursuant to the contract in FY 2000; 
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(e) state whether the contract was competitively bid; 
(f) state whether PGW has contracted for collection services with this vendor to 

be provided in FY 2001, and provide a copy of the relevant contract. 

4. PGW objected to each ofthe CEPA Interrogatories in a similar manner. 

Printed below, as an example, is PGW's objection to CEPA-1. The boldfaced type 

indicates the text that appears differently in PGW's objections in order to provide specific 

reference to the content of the interrogatory to which objection has been made. 

PGW objects to this question because it seeks legally irrelevant 
information and cannot lead to the production of admissible information 
The Interrogatoiy is clearly directed at the appropriateness of expenditures 
provided for PGW's operating budget. According to 66 Pa.C.S. §2212(s), 
the Commission shall not abrogate or limit the City of Philadelphia's ability 
to determine PGW's budgets. The Philadelphia gas Commission ("PGC"), 
a commission of the City, retains the authority to approve PGW's annual 
operating budget. While CEPA's Interrogatory may be relevant and 
appropriate in the budget proceedings before the PGC, it is beyond the 
scope of this proceeding. 

Additionally, the Commission must, according to Section 2212(e) of the 
Public Utility Code, apply the same ratemaking methodology and 
requirements as were applicable to PGW prior to its assumption of 
jurisdiction and set rates so as to allow PGW to satisfy its bond covenants. 
Under that methodology and those requirements, once the PGC set [sic 
PGW's budget, the Management Agreement Ordinance and the bond 
covenants required that rates be set so as to fund the operating budget. 
Thus, as the PGC continues to set PGW's budget, this proceeding is not to 
question the wisdom of PGW's allocations and expenditures on employee 
functions. Instead, this proceeding is to ensure that the identified expense 
has traditionally been included in PGW's operating budget and to set rates 
so as to cover the operating budget as approved. 

5. According to the Natural Gas Choice and Competition Act ("Gas Choice Act"), 

city natural gas distribution operations are "subject to regulation and control by the 

commission with the same force as if the service were rendered by a public utility." 66 

Pa.C.S. §2212(b). Moreover, Sections 2212(d ) and 2212(e) ofthe Gas Choice Act 



confer upon the PUC exclusive jurisdiction over PGW's rates and tariff. 66 Pa.C.S. 

§§2212(d), 2212(e).. 

6. Prior to the transfer of jurisdiction over PGW's rates and Tariff from the 

Philadelphia Gas Commission to the PUC, the ultimate standard for determining PGW's 

rates was the constitutionally based "just and reasonable" standard. Because it is 

constitutionally based, the "just and reasonable" standard continues to govern the ultimate 

determination of PGW's rates. As the U.S. Supreme Court has held, regardless ofthe 

particular ratemaking "theory" or "methodology," no base rate is valid unless its "total 

effect' or "impact" is "just and reasonable." Federal Power Commission v. Hope Natural 

gas Co.. 320 U.S. 591, 602, 64 S.Ct.l 281, 288 (1944). Application of that standard 

requires the ratemaker to balance the interests of a public utility against those of its 

customers, and taking all circumstances into account, to determine a rate which avoids 

both confiscation of a utility's property and unfair imposition on consumers. Federal 

Power Commission et al. v. Natural Gas Pipeline Co.. 315 U.S. 575, 62 S.Ct. 736,744 

(1942); Pennsylvania Public Utility Commission v. Pennsvlvania Gas and Water Co.. 492 

Pa. 326, 424 A.2d 1213, 1219 (1980), cert, denied, 454 U.S. 324, 102 S.Ct. 112 

(1981)("There is ample authority ... that the term 'just and reasonable' was not intended 

to confine the ambit of regulatory discretion to an absolute or mathematical formulation 

but rather to confer upon the regulatory body the power to make and apply policy 

concerning the appropriate balance between prices charged to utility customers and 

returns on capital to utility investors consonant with constitutional protections applicable 

to both"). 

7. As a matter of law, the Commission may not approve a proposed base rate 

increase, even one which has been formulated according to the specific provisions of the 

Management Agreement, unless the resulting rate itself satisfies the paramount "just and 
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reasonable" standard. Public Advocate v. Philadelphia Gas Commission. - Pa. - 674 

A,2d 1056, 1062 (1996). 

8. The Commission itself in the prior Interim Base Rate Case (PUC v. PGW, R-

00005654) and in this case has affirmed that ultimate applicable standard for 

determination of PGW's base rates is the "just and reasonable" standard. See February 8, 

2001 Order at Ordering Paragraphs 1 and 3. 

9. The CEPA Interrogatories are aimed at determining whether the PGW FY 2001 

test year budget, which is one basis for the determination ofthe Company's base rates, is 

a reasonable and prudent budget, or whether it contains costs which are unreasonable and 

imprudent and which may not be passed on to ratepayers through base rates. Thus, the 

CEPA Interrogatories make inquiry concerning: expenses for employee parties and 

celebrations; post retirement non-pension benefits; expenses for membership fees for the 

company and individual employees for country club, gym club dining club and other non­

professional associations; expenses for providing Company cars to approximately 40 

management personnel for commuting or for commuting and personal use; PGW's 

subsidization of its employee cafeteria; personal services contracts; payments for 

employee professional membership dues; PGW expenses for dues and subscriptions to 

various associations and joumals/infonnation services; advertising and public relations 

expenses. The infonnation sought is clearly "legally relevant" because such information 

would shed light upon the prudency of the expenses which serve as the partial basis for 

PGW's base rate increase request. 

10. PGW's contention that inquiry into the prudency ofthe Company's expenses 

is "beyond the scope of this proceeding," would have the practical effect of transforming 

the ratemaking function entrusted by law to the Commission from a broad inquiry 



involving full exercise of Commission discretion, into a narrow ministerial act. Such an 

interpretation ofthe Gas Choice Act would denature the ratemaking function. In its 

essence, ratemaking constitutes an exercise of legislative power delegated to the PUC by 

the General Assembly and necessarily implies a range of legislative discretion. Duquesne 

Light Co. v. Pennsvlvania Public Utility Commission. 176 Pa.Super. 568, 107 A.2d 745 

(19541; City of Philadelphia v. Pennsvlvania Public Utility Commission. 174 Pa.Super. 

641, 102 A.2d 428 (1954). The PUC acting under the statutory authority to fix 

reasonable rates performs a quai-legislative function. Cheltenham & Abington Sewerage 

Co. v. Pa.P.U.C. 344 Pa. 366, 25 A.2d 334 (1942), appeal dismissed, 317 U.S. 588, 63 

S.Ct. 38, rehearing denied, 317 U.S. 707, 63 S.Ct. 153, cert, denied, 317 U.S. 5343, 63 

S.Ct. 39. 

11. Section 2204(i) ofthe Gas Choice Act, 66 Pa.C.S. §2204(i), requires that 

PGW submit to a PUC Management Audit. Consistent with this provision, the General 

Assembly's determination that jurisdiction over PGW's rates and tariff should be 

transferred to the PUC reflects an intent to reform a utility notorious for high rates, 

insufficient controls on spending and a low level of service. This manifest intent is 

inconsistent with the astonishing theory put forth by the City and the Company that the 

PUC's role in ratemaking does not extend to questioning the "wisdom" of any ofthe 

expenses contained in PGW's approved budgets. If the PUC is limited to reviewing 

PGW's budgets to assure that all itemized expenses have been "traditionally ...included" 

in PGW's operating budget and to provide through rates the funds to pay for those 

expenses, the reforming intent ofthe Act would be frustrated, and the PUC would be 

reduced to ratifying "business as usual." 

12. The information sought by the CEPA Interrogatories is necessary to assess 

the prudency and reasonableness of portions of PGW's test year operating budget. The 

10 



information sought is clearly discoverable under 52 Pa.Code §5.321(c) because it is not 

privileged and is "relevant to the subject matter involved in the pending action" and/or 

"appears reasonably calculated to lead to the discovery of admissible evidence." This is a 

broad standard which is to be liberally applied. Pa.P.U.C. v. Equitable Gas Co., 61 Pa. 

P.U.C. 468, 477 (1986); accord, Pittsburgh Bd. of Public Education v. M.J.N.. 105 

Pa.Cmwlth.397s 403,524 A.2d 1385, 1388 (1987). 

13. CEPA et al. believe that the most efficient and sensible way to handle the 

dispute concerning the CEPA Interrogatories would have been for PGW to promptly 

provide the information and documents requested, while explicitly reserving the 

Company's right to object to the admissibility of the information and documents 

provided, without requiring a negotiated stipulation. 

H. CEPA-49 

14. CEPA-49 requested PGW to: "Provide a schedule showing the number of 

new enrollments in CRP for each month from September 1999 through January 

31, 2001." PGW answered as follows: "PGW does not have reports that show the 

number of new enrollments in CRP per month for the period in consideration. 

Nonetheless, the CRP participation level has increased from 46, 770 in September of 

1999 to 55,764 in January 2001, which represents more than 11% of PGW residential 

customer base." 

15. PGW's answer is not responsive. The question was designed to obtain 

information which might provide a basis for judgment concerning the sufficiency ofthe 

information which PGW provides to customers concerning the availability of the CRP 

program, especially in light ofthe PUC November 22, 2000 Order (Pa.P.U.C. v. PGW, 

11 
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R-00005619) directing PGW to provide bill inserts informing customers about the 

benefits of budget billing and other programs (including CRP, PGW's customer 

assistance program). November 22, 2000 Order, at p. 18 and Ordering Paragraph 1. 

Moreover, the fact that PGW does not "have reports" addressing this precise question 

does not excuse the Company from using the resources at its disposal to answer the 

interrogatory. 

16. CEPA et al. 's counsel has attempted to obtain a supplemental response from 

PGW but no such response has been forthcoming. 

WHEREFORE, for the above reasons, CEPA et al. respectfully request that the 

Presiding Officer, Administrative Law Judge Cynthia Williams Fordham, dismiss the 

Philadelphia Gas Works' Objections to the CEPA Interrogatories, and compel PGW to 

respond to Interrogatories CEPA-1 through CEPA-21, CEPA- 23 through CEPA-30, 

CEPA-32 through CEPA-42, and CEPA-49. . 

Respectfully submitted, 

-v c o 

PHILIP A. BERTOCCI, ESQUIRE 
EDWARD A. MCCOOL, ESQUIRE 

Attorneys for CEPA et al. 

Date: March 22, 2001 COMMUNITY LEGAL SERVICES, INC. 
1424 Chestnut Street, 4 t h Floor 
Philadelphia, PA 19102 
(215) 981-3702 
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VERIFICATION 

I , Philip A. Bertocci, Esquire, attorney for CEPA et al.. hereby state that the facts 
contained in the foregoing Motion of CEPA et al. to Dismiss and to Compel Answers are 
true and correct to the best of my knowledge, information and belief, that I am duly 
authorized to make this Verification, and that I expect to be able to prove the same at a 
hearing held in this matter. I understand that the Statements herein are made subject to 
the penalties of 18 Pa.C.S. §4904 (relating to unsworn falsification to authorities). 

Date: O f 
PUL, C VJ*A 

PHILIP A. BERTOCCI 
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R-00006042 

CERTIFICATE OF SERVICE 

I hereby certify that I have this day served a true copy ofthe foregoing Motion 

upon the participants listed below in accordance with the requirements of § 1.54 (relating 

to service by a participant). 

Via First Class U.S. Mail. Postage Prepaid 

Angela Jones, Esquire 
Office of Small Business Advocate 
Commerce Building, Suite 1102 
300 North 2 n d Street 
Harrisburg, PA 17101 

Tanya Mc Closkey, Esquire 
Stephen Keene, Esquire 
Office of Consumer Advocate 
5th Floor, Forum Place Building 
555 Walnut Street 
Harrisburg, PA 17101-1921 

Craig A. Doll, Esquire 
25 North Front Street, 2 n d Floor 
Harrisburg, PA 17101-1606 

Charis M. Burak, Esquire 
McNees, Wallace, Nurick 
100 Pine Street 
P.O. Box 1166 
Harrisburg, PA 17108-1166 

Johnnie Simms, Esquire 
Office of Trial Staff 
PA Public Utility Commission 
901 N. 7* Street, Rear 
P.O. Box 3265 
Harrisburg, PA 17105-3265 

Daniel Clearfield, Esquire 
Wolf, Block, Schorr and Solis-Cohen 

LLP 
212 Locust Street 
Suite 300 
Harrisburg, PA 17101 

RECEIVED 

MAR 2 2 2001 

A PUBLIC UTILITY COMMISSOv 
SECRETARY'S BUREAU 
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Jackie Sparkman, Esquire 
School District of Philadelphia 
Office of General Counsel 
2130 Arch Street, S*3 Floor 
Philadelphia, PA 19103 

Lance Haver 
6048 Ogontz Avenue 
Philadelphia, PA 19141 

Wendell F. Holland, Esquire 
Obermayer, Rebmami Maxwell 
& Hippel LLP 
One Penn Center, 19th Floor 
Philadelphia, PA 19103-1895 

Richard W. LeLash 
Financial and Regulatory Consultant 
18 Seventy Acre Road 
Redding, CT 06896 

Brian Kalcic 
Excel Consulting 
Suite 720-T 
225 S. Meramec Avenue 
St. Louis, MO 63105 

PHILIP A. BERTOCCI, ESQUIRE 

Date: March 22, 2001 



Wolf, Block, Schorr and Solis-Cohen LLP 

212 l.ocusl Street 

Suite 300 

Harrisburg. PA 17101 

T: 717 237 7160 

K: 717 23 7 7161 

wuw.wollblock.com 

MARK S. STEWART 

DIRECT DIAL: 17 I 7} 2 3 7 - 7 I 9 I 

E-MAILL MSTEWARTCalWOLF6LOCK.COM 

March 23,2001 

VIA FIRST CLASS MAIL AND FACSIlfflffiP 1 M F i M T 
Philip Bertocci, Esq. U V K s V I L >S I 
Community Legal Services 
1424 Chestnut Street 
Philadelphia, PA 19102 

FOLDER 
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RE: Pa PUC v. PGW. Docket No. R-00006042 

Dear Phil: 

On behalf of Philadelphia Gas Works, enclosed please find its response to Consumers 
Education and Protective Association's et al. ("CEPA") Interrogatory Set I , No. 46 with regard to 
the above referenced matter. 

Very truly yours, 

Mark S. Stewart 
For WOLF, BLOCK, SCHORR and SOLIS-COHEN LLP 

MSS/lww 
Enclosure 

cc: All Parties of Record w/enc. 
/ j ap jes McNulty, Secretary Certificate of Service only 

DSH:24285.1 

PHILADELPHIA. PA I NEW YORK. NY I CAMDKN. NJ I NORRISTOWN. PA I WILMINGTON, DE 



CERTIFICATE OF SERVICE 

I hereby certify that I have this day served a true copy of the foregoing document 

upon the participants listed below in accordance with the requirements of § 1.54 (relating to 

service by a participant). 

VIA FIRST CLASS MAIL AND/OR HAND DELIVERY 

Tanya McCloskey, Esq. 
Steve Keene, Esq. 
Office of Consumer Advocate 
5th Floor, Forum Place Bldg. 
555 Walnut Street 
Harrisburg, PA 17101-1921 

Johnnie Simms, Esq. 
Office of Trial Staff 
PA Public Utilit 
P.O. Box 3265 
Harrisburg, PA 1 7 1 ^ DER 
Angela Jones, Esq. 
Office of Small Business Advocate 
Commerce Building, Suite 1102 
300 North 2nd Street 
Harrisburg, PA 17101 

Jackie Sparkman, Esquire 
School District of Philadelphia 
Office of General Counsel 
2130 Arch Street, 5th Floor 
Philadelphia, PA 19103 

Charis M. Burak, Esquire 
McNEES, WALLACE, NURICK 
100 Pine Street 
P.O. Box 1166 
Harrisburg, PA 17108-1166 
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Lance Haver 
6048 Ogontz Avenue 
Philadelphia, PA 19141 
(CEPA) 
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Philip Bertocci, Esq. 
Community Legal Services ^ 
1424 Chestnut Street i | I 
Philadelphia, PA 1910211 * ^JM 

Riduod Lelash « « 2 « 2001 ^ 
Financial and Regulatory Consultant 
18 Seventy Acre Road 
Redding, CT 06896 
(OCA) 

Craig A. Doll, Esq. 
25 North Front St., 2nd Floor 
Harrisburg, PA 17101-1606 

Brian Kalcic 
Excel Consulting 
Suite 720-T 
225 S. Meramec Avenue 
St. Louis, MO 63105 
(OSBA) 

Richard A. Baudino 
J. Kennedy and Associates 
570 Colonial Park Dr., Suite 305 
Roswell, GA 30075 
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Larry Speilvogel 
203 Hughes Road 
King of Prussia, PA 19406 
(PICGUG) 

Wendell F. Holland, Esq. 
Obermayer, Rebmann Maxwell 

& Hippel LLP 
One Penn Center, 19th Fl. 
1617 John F. Kennedy Blvd. 
Philadelphia, PA 19103-1895 

x 
Mark S. Stewart, Esquire 

Dated: March 23,2001 

DSH:25114.1 



RESPONSE TO OFFICE OF CONSUMERS EDUCATION 
AND PROTECTIVE ASSOCIATION DATA REQUEST 

REGARDING PGW'S RATE PROCEEDING 

Question CEPA-1-46 -a: 

Response Provided By: 

Response: 

Question CEPA-l-46-b: 

Response Provided By: 

Response: 

(a) Tn FY 2000, how many times did PGW agree to pay, or 
was ordered to pay, damages or attorney's fees to 
bankruptcy debtors and/or counsel arising from violations 
ofthe Bankruptcy Code's automatic stay (11 U.S.C. 
Section 362) or the Bankruptcy Code's discharge 
injunctions (11 U.S.C. Sections 727, 1328). 

Janet I . Moore, Senior Attorney 

During fiscal year 2000, PGW paid $1,750 pursuant to a 
consent order for violations of the automatic stay. 

(b) As of an administratively convenient date not earlier 
than December 1, 2000, state how many times in FY 2001 
PGW agreed to pay, or was ordered to pay damages or 
attorney's fees to bankruptcy debtors and/or counsel arising 
from violations of the Bankruptcy Code's automatic stay 
(11 U.S.C. Section 362) or the Bankruptcy Code's 
discharge injunction (11 U.S.C. Sections 727, 1328). 

Janet I . Moore, Senior Attorney 

PGW has not made any payments, in settlement or pursuant 
to Court Order, for violations of the Bankruptcy Code 
automatic stay or discharge injunctions in FY 2001. 
However, PGW is currently defending a Motion before the 
U.S. Bankruptcy Court in which the Debtor requests that 
the Court hold PGW liable for sanctions for violations of 
the automatic stay. " 
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Wolf, Block, Schorr and Solis-Cohen LLP 

212 l.ocusl Slreul 

Sullc 300 

Harrisburg, I'A 17101 

T: 717 237 7160 

F: 717 237 716 1 

www.wollblock.com 

DANIEL CLEARFIELD 

DIRECT DIAL: (7 I 7) 2 3 7 - 7 i 7 3 

E-MAIL: D C L E A R F I E L D @ W O L F B L O C K . C O M 

VIA HAND DELIVERY 
Johnnie Simms 
PA Public Utility Commission 
Office of Trial Staff 
Commonwealth Keystone Building 
400 North Street; 2nd Floor 
Harrisburg, PA 17120 

March 23,2001 

DOCUMENT 
FOLDER 

RE: Philadelphia Gas Works' Permanent Base Rate Filing, 
Docket No. R-00006042 
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Dear Mr. Simms: 

Enclosed please find the following PGW response to OTS Interrogatory TRF-30E. 

Thank you for your attention to this matter. 

Sincerely, 

Daniel Clearfield 
For WOLF, BLOCK, SCHORR and SOLIS-COHEN LLP 

/smw 
cc: Parries of record (w/encl.) ;: rames 

^Secret; ecretary McNulty (Certificate of Service only) 

DSH:25897.12 
PHILADELPHIA. PA I NEW YORK. NY I CAMDEN. NJ 1 NORRISTOWN, PA I WILMINGTON. DE 



CERTIFICATE OF SERVICE 0 
I hereby certify that I have this day served a true copy of the foregoing document 

upon the participants listed below in accordance with the requirements of § 1.54 (relating to 

service by a participant). 

VIA FIRST CLASS MAIL AND/OR HAND DELIVERY 

Tanya McCloskey, Esq. 
Steve Keene, Esq. 
Office of Consumer Advocate 
5th Floor, Forum Place Bldg. 
555 Walnut Street 
Harrisburg, PA 17101-1921 

Johnnie Simms, Esq. 
Office of Trial Staff 
PA Public Utility Commission 
P.O. Box 3265 
Harrisburg, PA 17105-3265 

Angela Jones, Esq. 
Office of Small Busi 
Commerce Building, 
300 North 2nd Street 
Harrisburg, PA 17101 

Jackie Sparkman, Esquire 
School District of Philadelphia 
Office of General Counsel 
2130 Arch Street, 5th Floor 
Philadelphia, PA 19103 

Charis M. Burak, Esquire 
McNEES, WALLACE, NURICK 
100 Pine Street 
P.O. Box 1166 
Harrisburg, PA 17108-1166 

Lance Haver 
6048 Ogontz Avenue 
Philadelphia, PA 19141 
(CEPA) 

Philip Bertocci, Esq. 
Community Legal Services 
1424 Chestnut Street 
Philadelphia, PA 19102 
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Richard Lelash 7> 
Financial and Regulatory Consififant 
18 Seventy Acre Road 
Redding, CT 06896 
(OCA) 
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Craig A. Doll, Esq. ^ 
25 North Front St., 2nd Floor ' '4? 
Harrisburg, PA 17101-1606 

Brian Kalcic 
Excel Consulting 
Suite 720-T 
225 S. Meramec Avenue 
St. Louis, MO 63105 
(OSBA) 

Richard A. Baudino 
J. Kennedy and Associates 
570 Colonial Park Dr., Suite 305 
Roswell, GA 30075 

DSH:2S114.1 



Larry Speilvogel 
203 Hughes Road 
King of Prussia, PA 19406 
(PICGUG) 

Wendell F. Holland, Esq. 
Obermayer, Rebmann Maxwell 

& Hippel LLP 
One Penn Center, 19th Fl. 
1617 John F. Kennedy Blvd. 
Philadelphia, PA 19103-1895 

Daniel Clearfield, Esquire 
Dated: March 23,2001 

DSH:25114.1 
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March 23,2001 

VIA FEDERAL EXPRESS 

James McNulty, Secretary 
Pennsylvania Public Utility Ce 
Commonwealth Keystone Bui] 
2 n d Floor, 1 North 
400 North Street 
Harrisburg, PA 17120 

HECEIVED 
MAR 23 200) 

PUBLIC UTiLITY COMMIS?" 
SECRETARY'S 81 IRP* n'' 

RE: Philadelphia Gas Works' Permanent Base Rate Filing 
Docket No. R-00006042 

Dear Mr. McNulty: 

On behalf of Philadelphia Gas Works, enclosed for filing please find an original 
and three copies of its Objections to Office of Consumer Advocate's Interrogatory Set V, 
No. 18 with regard to the above-referenced matter. 

A copy of this filing is being served in accordance with §1.54 on the participants 
and in the manner set forth in the attached Certificate of Service. 

Please contact me if you have any questions with respect to the enclosed. 

Resnectfully, Kesnectrmiy, 

WENDELL F. HOLLAND 
WFH/swwc 
Enclosure 

cc: Parties on attached Service List (w/ ends.) 

301473 
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BEFORE THE 
PENNSYLVANIA PUBLIC UTILITY COMMISSION 

In Re: Petition of Philadelphia Gas Works for 
Waiver of Certain Notification and Filing 
Requirements and Establishments of 
Expedited Hearing Schedule for Base 
Rate Proceeding 

Docket No. R-00006042 

OBJECTION OF PHILADELPHIA GAS WORKS 
TO OFFICE OF CONSUMER ADVOCATE 

INTERROGATORY SET V, NO. 18 

Philadelphia Gas Works ("PGW"), pursuant to 52 Pa. Code §§ 5.342 and 5.349, 

objects to Office of Consumer Advocate ("OCA") Interrogatory Set V, No. 18, as 

follows: 

HECEIVED 
MAR 23 2001 

< PUBUC UTiLITY COMMISS 

W ? 7 a® 

306793 



18) a) Please provide a status update on any on-going discussions with the union 
concerning the new labor contract which is to be negotiated this spring. 
At the current time, to the degree known, what will be the contract 
provisions which PGW will seek to obtain in the negotiation? 

b) Finally, what contingency plans does PGW have in the event of a 
prolonged strike and what will be the impact of a prolonged strike on 
PGW's operating budget? 

OBJECTION: 

PGW objects to this interrogatory because it relates to sensitive, privileged, and/or 
proprietary infonnation the disclosure of which may result in unreasonable hardship 
especially in connection with on-going negotiations with the union - and thus is 
burdensome, oppressive and would cause unreasonable annoyance. 

Respectfully submitted, 

WENDELL F. HOLLAND 
Obermayer Rebmann Maxwell & Hippel LLP 
One Penn Center, 19l11 Floor 
1617 John F. Kennedy Boulevard 
Philadelphia, PA 19103 
(215)665-3000 

Dated: March 23, 2001 

306793 
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CERTIFICATE OF SERVICE 

I herby certify that I have this day served a true copy of the foregoing document 

upon the participants listed below in accordance with the requirements of § 1.54 (relating 

to service by a participant). 

VED 
23 2001 

VIA FEDERAL EXPRESS S"i IL 0 s™ 
James McNulty, Secretary 
Pennsylvania Public Utility Commission 
Commonwealth Keystone Building 
2 n d Floor, 1 North 
400 North Street 
Harrisburg, PA 17120 

\ PUBUC UTILITY COMMISSI 
SECRETARY'S BURFA*' 

VIA FIRST CLASS MAIL, POSTAGE PREPAID 

Johnnie E. Simms, Esquire 
Senior Prosecutor 
Office of Trial Staff 
Pennsylvania Public Utility Commission 
P.O. Box 3265 
Harrisburg, PA 17105-3256 
(717) 787-1976 
Fax (717) 772-2677 
simmsj^puc.state.pa.us 

Stephen Keene, Esquire 
James A. Mullins, Esquire 
Assistant Consumer Advocates 
Office of Consumer Advocate 
555 Walnut Street, 5 th Floor, Forum Place 
Han-isburg, PA 17101-1923 
(717) 782-5048 
Fax (717) 783-7152 
jmullins(5),paoca.org 

Steven C. Gray, Esquire 
Office of Small Business Advocate 
Commerce Building, Suite 1102 
300 North 2 n d Street 
Harrisburg, PA 17101 
(717) 783-2525 
Fax (717)783-2831 
serayfSSstate.pa.us 

Phillip A. Bertocci, Esq. 
Community Legal Services, Inc. 
1424 Chestnut Street, 4 l h Floor 
Philadelphia, PA 19102-2505 
(215)981-3702 
Fax (215) 981-0435 
pbertocciC53clsphila.com 

301444 



o 
David M. Kleppinger, Esquire 
Charis M. Burak, Esquire 
McNEES, WALLACE, NURICK 
100 Pine Street 
P.O.Box 1166 
Harrisburg, PA 17108-1166 
(717) 232-8000 
Fax (717) 237-5300 
dkleppin(£Jm wn.com 
cburak(^mwn.com 

Jackie Sparkman, Esquire 
School District of Philadelphia 
Office of General Counsel 
2130 Arch Street, 5 lh Floor 
Philadelphia, PA 19103 
(215) 988-0577 
(215) 988-0579 (fax) 

Richard Lelash 
Financial and Regulatory Consultant 
18 Seventy Acre Road 
Redding, CT 06896 
(203) 438-4659 
(203)431-9625 (fax) 
LELASH@SPRINT.COM 

Craig A. Doll, Esq. 
25 North Front Street, 2 n d Floor 
Harrisburg, PA 17101-1606 
(717) 230-9555 
Fax (717) 230-9750 
Cdoll76342(S)/aol.com 

Brian Kalcic 
Excel Consulting 
Suite 720-T 
225 S. Meramec Avenue 
St. Louis, MO 63105 
(314) 725-2511 
(314) 725-2022 (fax) 

Lance Haver 
6048 Ogontz Avenue 
Philadelphia, PA 19141 

Richard A. Baudino 
J. Kennedy and Associates Inc. 
570 Colonial Park Drive, Suite 305 
Roswell, GA 30075 
(770) 992-2027 
(770) 992-0806 
rbaudino^jkenn.com 

301444 



Larry Speilvogel Ralph Miller 
203 Hughes Road 5502 Western Avenue 
King of Prussia, PA 19406 Chevy Chase, MD 20815 
(PICGUG) (301) 652-5522 

(301)652-4541 (fax) 
RALPH.E.MILLER@EROLS.COM 

Dated: March 23, 2001 

301444 
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March27, 2001 

VIA ELECTRONIC MAIL AND 
HAND D E L I V E R Y 

Daniel Clearfield, Esq. . — "\ f ) C' 
Wolf, Block, Schou and Solis-Cohen LLP r \ A P I I M P M j 0 
212 Locust Street U v J V ^ U l H -

Suite 300 
Harrisburg, PA 17101 FOLDER 

Re: Pennsylvania Public Utility Commission v. Philadelphia Gas Works; 
Docket No. R-00006042 

Dear Mr. Clearfield: 

Enclosed are two (2) copies ofthe Philadelphia Industrial and Commercial Gas Users Group 
("PICGUG'1) Interrogatories - Set III to Philadelphia Gas Works in the above-referenced proceeding. 
In addition, these Interrogatories are being served via electronic mail in WordPerfect 7.0 format. 

Please endeavor to forward responses in an organized manner as they are completed; it is not 
necessary to await completion of all responses prior to forwarding those completed more quickly. In 
addition, please communicate any objections or questions that you may have regarding these 
Interrogatories as quickly as possible. 

Copies of these Interrogatories are being served on all parties consistent with the attached 
Certificate of Service. Thank you for your attention to this matter. 

Very truly yours. 

MCNEES. WALLACE & NURICK 

By 
Charis M. Burak 

Counsel to the Philadelphia Industrial and 
Enclosure Commercial Gas Users Group 
CMB/lhe 
c: James J. McNulty, Secretary (Transmittal Letter and Certificate of Service) 

Certificate of Service 
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CERTIFICATE OF SERVICE 

1 hereby certify that 1 am this day serving a true copy ofthe foregoing document upon the 

participants listed below in accordance with the requirements of Section 1.54 (relating to service 

by a participant). 

VIA FIRST CLASS MAIL 

Johnnie Simms, Esq. 
Office of Trial Staff 
Pennsylvania Public Utility Commission 
P.O. Box 3265 
Harrisburg, PA 17105-3265 

Tanya McCloskey, Esq. 
Stephen Keene, Esq. 
Office of Consumer Advocate 
555 Walnut Street, Forum Place - 5Ih Fl. 
Harrisburg, PA 17120 

Bernard Ryan, Esq. 
Angela Jones, Esq. 
Office of Small Business Advocate 
Suite 1102, Commerce Building 
300 North Second Street 
Hairisbure. PA 17101 

"8$ 

Richard Baudino 
J. Kennedy and Associates Inc. 
570 Colonial Park Drive, Suite 305 
Roswell, GA 30075 

Philip A. Bertocci, Esq. 
Community Legal Services, Inc. 
1424 Chestnut Street, 3 rd Floor 
Philadelphia, PA 19102 
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Charis M. Burak 

Dated this 27lh day of March, 2001, in Harrisburg, Pennsylvania. 
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KEVIN J . MQOOY 

DIRECT DIAU: (7 I 7) E 3 7 - 7 I 8 7 

E-MAIL: KMOODy@WOLFBLOCK.COM 

March 28, 2001 

VIA FEDERAL EXPRESS 
James J. McNulty, Secretary 
PA Public Utihty Commission 
Commonwealth Keystone Building 
400 North Street; 2 n d Floor 
Harrisburg, PA 17120 

htOElVl 
MAR 2 8 2001 

i a ^ i C ^ T l L l T y c o M M I £ . f o 

DOCUMENT 
FOLDER 

RE: Philadelphia Gas Works' Permanent Base Rate Filing, 
Docket Nos. R-00006042 and R-00006042COOOl et al. 

Dear Mr. McNulty: 

On behalf of Philadelphia Gas Works, enclosed for filing please find an original and three 
copies of its Answer to CEPA et al. 's Motion to Dismiss Objections and to Compel Answers to 
Interrogatories in the above-referenced matter. As indicated by the attached certificate of 
service, all parties of record have been served with a copy of this filing. 

Please contact me i f you have any questions with respect to the enclosed. 

Respectfully submitted, 

Kevin J. Moody 
For WOLF, BLOCK, SCHORR and SOLIS-COHEN LLP 

KJM/jlg 

cc: Parties of record (w/encl.) 
Cynthia W. Fordham, ALJ 
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BEFORE THE 
PENNSYLVANIA PUBLIC UTILITY COMMISSIONR 2 

In Re: Petition of Philadelphia Gas Works for 
Waiver of Certain Notification and Filing 
Requirements and Establishment of 
Expedited Hearing Schedule for Base 
Rate Proceeding 

$ 2001 

Docket Nos. R-00006042 "4A; 
and R-00006042C0001 etal 

PHILADELPHIA GAS WORKS' ANSWER TO CEPA, et aUs 
MOTION TO DISMISS OBJECTIONS AND TO COMPEL 

ANSWERS TO CEPA'S INTERROGATORIES, SET I 

The Motion to Compel of CEPA, et al. demands responses from Philadelphia Gas Works 

("PGW") to interrogatories seeking information that is irrelevant in this proceeding because 

Section 2212 of the Public Utility Code creates a unique ratemaking scheme for PGW that places 

off limits before this Commission the kinds of ratemaking adjustments CEPA intends to 

recommend based upon the information sought by these discovery requests. The Office of 

Consumer Advocate ("OCA") has moved to compel responses to interrogatories seeking similar 

information for the same purpose, and PGW's response to the OCA raises the same issues as this 

response to CEPA's motion. 

PGW also filed a Motion in Limine requesting a ruling from the Administrative Law 

Judge ("ALJ") concerning the proper ratemaking methodology and requirements to be applied by 

the Pennsylvania Public Utility Commission ("PUC" or "Commission"). PGW's Motion in 

Limine goes to the heart of PGW's objections to CEPA's (and the OCA's) interrogatories, and 

rulings on both CEPA's and the OCA's motions to compel should be deferred until the ALJ rules 

on the Motion in Limine in order to assist the parties in detennining in advance the testimony 

DSH:2673l.l 
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and adjustments that may be submitted by the parties in response to PGW's base rate request, 

thereby avoiding the expenditure of time and energy in advocating unnecessary and legally 

irrelevant issues and adjustments — and unnecessary time and energy in discovery disputes. 

Just as important, the ALJ and the PUC should rule on the Motion in Limine before the 

motions to compel in order to resolve any remaining ambiguity that may exist regarding the 

scope of the PUC's ratemaking authority in the wake of the PUC's Interim Settlement Order1 

which, when read in context, clearly acknowledges that the PUC's "statutory obligations" under 

Section 2212(e) include the "authorization of the rate changes and cash reserves."2 This 

acknowledgment would seem to require approval of the Motion in Limine and denial of CEPA's 

and the OCA's motions to compel, and reinforcement of this acknowledgment now would 

benefit all parties, as well as PGW and its customers, for the reasons set forth above. 

Notwithstanding the irrefutable legal requirements set forth below and in PGW's Motion 

in Limine, as an accommodation to CEPA, PGW is willing to provide the requested data (except 

for CEPA-49, to which PGW has fully responded), subject only to a stipulation by CEPA or a 

directive by the ALJ that providing the data does not constitute an admission that any 

adjustments that might be made using such information are legally permissible or that PGW in 

any way is waiving its position that the Public Utility Code does not permit such revenue 

requirement adjustments. Such a stipulation would appear to be the most sensible way of 

1 Order entered February 21, 2001 at Docket Nos. R-00005654 and R-00005619. 

2 Id. at 7, 1; see also Joint Petition for Settlement at f s 25 and 28. 
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handling this difference of opinion without further burdening the parties or the ALJ, pending 

resolution of PGW's Motion in Limine. 

In specific response to CEPA's Motion, PGW states as follows: 

In order for OCA's discovery to be proper, it must appear reasonably calculated to lead to 

the discovery of admissible evidence. 52 Pa. Code § 5.321(c). In addition, responding to 

CEPA's interrogatories cannot cause unreasonable annoyance, oppression or burden to PGW. 52 

Pa. Code § 5.361(a)(2). The subject interrogatories satisfy neither requirement. 

Response to Motion to Compel — CEPA-1 through 21, 23 through 30, 32 through 42. 

These interrogatories question such minutia as the cost difference in operating sedans as 

opposed to vans, why a particular cents per mile fee is charged to employees who may use their 

company vehicle for a personal errand (amazingly three interrogatories were devoted to this 

topic), extermination costs, cafeteria trash removal costs, and whether PGW and any of the 

City's departments are both members of the same organizations and if so why.3 By CEPA's own 

admission, these interrogatories "are aimed at determining whether the PGW FY 2001 test year 

budget, which is one basis for the determination of the Company's base rates, is a reasonable and 

prudent budget, or whether it contains costs which are unreasonable and imprudent and which 

may not be passed on to ratepayers through base rates." CEPA Motion at 9. Whether PGW's 

FY 2001 budget "is a reasonable and prudent budget" is for the Philadelphia Gas Commission to 

decide, not the PUC. Therefore, CEPA's interrogatories clearly seek irrelevant information and 

are not reasonably calculated to lead to the discovery of admissible evidence 

3 See, e.g., CEPA-7, 14-16, 29(a) and 36. 
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In its Motion, CEPA asserts that under the Natural Gas Choice and Competition Act, 

PGW is "subject to regulation and control by the commission with the same force as i f the 

service were rendered by a public utility.'" Motion at ̂  5. However, CEPA fails to include the 

key phrase that is determinative on these issues - "Subject to the provisions of this section 

[2212]." Those provisions include the commandment of Subsection 2212(e) that the PUC follow 

the previously applicable ratemaking methodology and requirements and ensure that PGW can 

satisfy its bond covenants, and Subsection 2212(s)'s reservation to the City of Philadelphia of 

control over PGW's management, budgets, activities, etc. For the reasons set forth below, these 

subsections render CEPA's interrogatories irrelevant and incapable of leading to the discovery of 

admissible evidence. Accordingly, responding to CEPA's interrogatories would cause 

unreasonable annoyance, oppression or burden to PGW. 

CEPA fails to recognize that Section 2212 subjects PGW to a unique ratemaking scheme 

which renders the rate case adjustments envisioned by CEPA improper for at least three reasons. 

First, Subsection 2212(e) requires the Commission to follow the same ratemaking 

methodology and requirements previously applicable to PGW. PGW's Fiscal Year 2000-2001 

budget, on which its $65 million revenue requirement is based, is made up virtually entirely of 

expenditures, programs and operations that were approved by the PGC for inclusion in prior 

approved budgets, and, thus, funded by PGW's rates. The PGC is expected to act on the budget 

very soon. Thus, CEPA's interrogatories are in the wrong proceeding and at the wrong time. 

Second, PGW's prior ratemaking method obligated its prior ratemaking authority (the 

PGC) to set rates sufficient to fund its budget, which included a level of charges that enabled 

PGW to meet its bond covenants. 66 Pa. C.S. § 2212(e). One of PGW's key bond covenants 
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obligates PGW to have sufficient cash on hand to pay its obligations, including its debt service, 

when those obligations become due. Whether or not the type of expenditure at issue was 

previously approved by the PGC, the PUC cannot refuse to allow such expenditures to be 

included in PGW's rates without making it impossible for PGW to have the necessary cash to 

meet its expenditures when they come due. Another covenant with which PGW must comply 

requires it to maintain certain debt service ratios. I f PGW's rate increase is substantially reduced 

because of such adjustments, then PGW will likely fail to maintain the required debt service 

coverage requirement and violate this covenant as well. 

Finally, once the PGC acts on PGW's proposed 2000-2001 budget, the specific 

expenditures, programs and operations in PGW's 2000-2001 budget will be set. Under Section 

2212, the PUC will be obligated to fund that budget, as approved by the PGC. Adjustments to 

exclude the cost of certain PGW operations or programs intrudes into the City's budget approval 

authority as well. Prior to the passage of the Gas Choice Act, the PGC exercised two separate 

responsibilities: first it approved PGW's annual budget; and second, it approved a level of rates 

to fund that budget. Since the PUC assumed jurisdiction of PGW on July 1, 2000, it has the 

responsibility to set PGW's rates, but the PGC retains authority to approve PGW's budgets. 66 

Pa. C.S. § 2212(b) and (s). The approach followed by the PGC was to rule upon whether specific 

activities and operations were properly included in the budget. Once that determination was 

made, the PGC was obligated to fund the operation at whatever level it had authorized. I f the 

PUC now were to disallow a particular expense item (the cafeteria subsidy, for example), the 

only way that PGW could absorb such a revenue adjustment and avoid a violation of its bond 

covenants and prior ratemaking approach would be by actually altering its operation to eliminate 
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the expenditure. Putting aside the fact that, in most instances, the expenditures at issue have 

already been spent or are subject to long term or binding commitments, the principal reason that 

this result is barred is because forcing such actions would directly infringe on the City's right to 

operate and manage the Gas Works, a right specifically guaranteed by the Public Utility Code's 

Section 2212(s). 

As indicated, PGW's operating budget continues to be reviewed and approved by the 

PGC. Accordingly, questions about whether a particular activity or operation should or should 

not be undertaken, or whether a particular expenditure should be incurred, is a matter for PGW's 

budgeting authority — the PGC — to decide. Moreover, the PUC clearly cannot direct or 

prohibit these kind of activities and management decisions indirectly — by refusing to allow 

their costs in rates — when it is prohibited from doing so directly. It is axiomatic that an 

administrative agency cannot accomplish indirectly what it is prohibited from accomplishing 

directly. 

PGW's legal position is hardly an "astonishing theory" (CEPA Motion at TJl 1) in view of 

the unique ratemaking scheme for PGW. This unique scheme does indeed "narrow" the PUC's 

ratemaking inquiry (as CEPA admits at U 10 of its motion), but it does not transform the PUC's 

ratemaking inquiry into a "ministerial act." The passthrough of PGC approved budget amounts 

is no different than the passthrough of other costs that are determined by agencies other than the 

PUC to be proper. For example, the FERC-approved prices of a gas utility's prudent gas 

purchases must be passed through to ratepayers, and FERC-approved electric transmission rates 

are not subject to revision by the PUC. 
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Response to Motion to Compel — CEPA-49 

PGW's answer to this interrogatory was responsive. CEPA's failure to submit the 

questions to which it really seeks answers does not provide a basis for requiring a further 

response from PGW. CEPA need only ask additional questions. 

WHEREFORE, PGW respectfully requests that ALJ Cynthia Williams Fordham defer 

ruling on CEPA's Motion to Compel pending disposition of PGW's Motion in Limine or, in the 

alternative, that CEPA's Motion to Compel be summarily denied. 

Respectfully submitted. 

Daniel Clearfield 
Kevin J. Moody 
Wolf, Block, Schorr and Solis-Cohen LLP 
212 Locust Street, Suite 300 
Harrisburg, PA 17101 
(717) 237-7160 

Dated: March 28, 2001 
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CERTIFICATE OF SERVICE 

I hereby certify that I have this day served a true copy of the foregoing document 

upon the participants listed below in accordance with the requirements of § 1.54 (relating to 

service by a participant). 

VIA FIRST CLASS MAIL 

Tanya McCloskey, Esq. 
Steve Keene, Esq. 
Office of Consumer Advocate 
5th Floor, Forum Place Bldg. 
555 Walnut Street 
Harrisburg, PA 17101-1921 

Johnnie Simms, Esq. 
Office of Trial Staff 
PA Public Utility Commission 
P.O. Box 3265 
Harrisburg, PA 17105-3265 

Angela Jones, Esq. 
Office of Small Business Advocate 
Commerce Building, Suite 1102 
300 North 2nd Street 
Harrisburg, PA 17101 

Jackie Sparkman, Esquire 
School District of Philadelphia 
Office of General Counsel 
2130 Arch Street, 5th Floor 
Philadelphia, PA 19103 

Charis M. Burak, Esquire 
McNEES, WALLACE, NURICK 
100 Pine Street 
P.O. Box 1166 
Harrisburg, PA 17108-1166 

Lance Haver ffiC Uftl \ j y n n 

6048 Ogontz Avenue0"'' P- c^Py--Q ^P^fSSiQ 
Philadelphia, PA 19141 ' " ^ ^ j - ' 
(CEPA) 

Philip Bertocci, Esq. 
Community Legal Services 
1424 Chestnut Street 
Philadelphia, PA 19102 

Richard Lelash 
Financial and Regulatory Consultant 
18 Seventy Acre Road 
Redding, CT 06896 
(OCA) 

Craig A. Doll, Esq. 
25 North Front St., 2nd Floor 
Harrisburg, PA 17101-1606 

Brian Kalcic 
Excel Consulting 
Suite 720-T 
225 S. Meramec Avenue 
St. Louis, MO 63105 
(OSBA) 

Richard A. Baudino 
J. Kennedy and Associates 
570 Colonial Park Dr., Suite 305 
Roswell, GA 30075 
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Larry Speilvogel 
203 Hughes Road 
King of Prussia, PA 19406 
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Wendell F. Holland, Esq. 
Obermayer, Rebmann Maxwell 
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One Penn Center, 19th Fl. 
1617 John F. Kennedy Blvd. 
Philadelphia, PA 19103-1895 

Dated: March 28, 2001 
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KEVIN J . MooDY 
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212 l.ocusl SLreei 

Suite 'im 
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30 AH 9:31* 

RECEIVED 
•ECRETARY'S BUREAU 

March 29, 2001 

VIA TELECOPY AND FIRST CLASS MAIL 

Philip A. Bertocci, Esquire 
Community Legal Services, Inc. 
1424 Chestnut Street 
Philadelphia, PA 19102-2505 

RE: Philadelphia Gas Works' Permanent Base Rate Filing, 
Docket No. R-00006042 

Dear Mr. Bertocci: 

As we discussed on the telephone this morning, enclosed please fmd additional 
information in response to CEPA-49, specifically, CRP participation levels from July 1999 
through January 2001. My understanding is that this additional information resolves CEPA's 
request in its Motion to Compel for a more responsive answer. 

Please contact me as soon as possible i f my understanding is incorrect. Thank you. 

Very truly yours, 

Kevin J. Moody 
For WOLF, BLOCK, SCHORR and SOLIS-COHEN LLP 

KJM/jlg 
Enclosure 

cc: All Parties of Record (w/enc) 
Ĵ̂ prfes J. McNulty (Cert, of Service only) 
Hon. Cynthia W. Fordham 

DOCUMENT 
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CERTIFICATE OF SERVICE 

I hereby certify that I have this day served a true copy of the foregoing document 

upon the participants listed below in accordance with the requirements of § 1.54 (relating to 

008766 
service by a participant). 

VIA FIRST CLASS MAIL 

01 HAR 30 AH 9: 3k 

RECEIVED 
•̂CRETARY'S BUREAU 

Tanya McCloskey, Esq. 
Steve Keene, Esq. 
Office of Consumer Advocate 
5th Floor, Forum Place Bldg. 
555 Walnut Street 
Harrisburg, PA 17101-1921 

Johnnie Simms, Esq. 
Office of Trial Staff 
PA Public Utility Commission 
P.O. Box 3265 
Harrisburg, PA 17105-3265 

Angela Jones, Esq. 
Office of Small Business Advocate 
Commerce Building, Suite 1102 
300 North 2nd Street 
Harrisburg, PA 17101 

Jackie Sparkman, Esquire 
School District of Philadelphia 
Office of General Counsel 
2130 Arch Street, 5th Floor 
Philadelphia, PA 19103 

Charis M. Burak, Esquire 
McNEES, WALLACE, NURICK 
100 Pine Street 
P.O. Box 1166 
Harrisburg, PA 17108-1166 

Lance Haver 
6048 Ogontz Avenue 
Philadelphia, PA 19141 
(CEPA) 

Philip Bertocci, Esq. 
Community Legal Services 
1424 Chestnut Street 
Philadelphia, PA 19102 

Richard Lelash 
Financial and Regulatory Consultant 
18 Seventy Acre Road 
Redding, CT 06896 
(OCA) 

Craig A. Doll, Esq. 
25 North Front St., 2nd Floor 
Harrisburg, PA 17101-1606 

Brian Kalcic 
Excel Consulting 
Suite 720-T 
225 S. Meramec Avenue 
St. Louis, MO 63105 
(OSBA) 

Richard A. Baudino 
J. Kennedy and Associates 
570 Colonial Park Dr., Suite 305 
Roswell, GA 30075 

DSH:25114.1 



Larry Speilvogel 
203 Hughes Road 
King, of Prussia, PA 19406 
(PICGUG) 

Wendell F. Holland, Esq. 
Obermayer, Rebmann Maxwell 

& Hippel LLP 
One Penn Center, 19th Fl. 
1617 John F. Kennedy Blvd. 
Philadelphia, PA 19103-1895 

Dated: March 29, 2001 

DSH:25114.1 



Wolf, Block, Schorr and Solis-Cohen LLP 
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www.wullblock.com 

D A N I E L . C L E A R F I E L D 

D I R E C T D I A L : ( 7 I 7 ) 2 3 7 - 7 I 7 3 

E-MAIL: DCLEARneLD@WOLFBLOCK.COM 

VIA HAND DELIVERY 
James Mullins, Esquire 
Office of Consumer Advocate 
5th Floor, Forum Place Bldg. 
555 Walnut Street 
Hamsburg, PA 17101-1921 

,008763 

March 29,2001 

,01 HAR 30 m 9:31* 

RECEIVED 
.SFCRETARY'S BUREAU 

RE: Philadelphia Gas Works' Permanent Base Rate Filing, 
Docket No. R-00006042 

'OCUMENT 
FOLDER 

Dear Mr. Mullins: 

Enclosed please find PGW's responses to the following OCA Interrogatories: 

Set IV - 1, 6 

Set V - 1,2,8,11,12, 14 and 17. 

Also enclosed are responses to informal discovery information requests nos. 6 and 7. 
By service copy of this correspondence and its attachments, the informal discovery responses are 
considered to have been served upon all parties. Thank you for your attention to this matter. 

Very truly yours, 

Daniel Clearfield 
For WOLF, BLOCK, SCHORR and SOLIS-COHEN LLP 

/smw 
cc: Parties of record (w/encl.) 

Secretary McNulty (Certificate of Service only) 

DSH:26303.5 
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• 
CERTIFICATE OF SERVICE 

I hereby certify that I have this day served a true copy of the foregoing document 

upon the participants listed below in accordance with the requirements of^ Jfjj^rejatijjgjtcg: 

service by a participant). RECEIVED 
•SECRETARY'S BUREAU 

VIA FIRST CLASS MAIL 

Tanya McCloskey, Esq. 
Steve Keene, Esq. 
Office of Consumer Advocate 
5th Floor, Forum Place Bldg. 
555 Walnut Street 
Hamsburg, PA 17101-1921 

Johnnie Simms, Esq. 
Office of Trial Staff 
PA Public Utility Commission 
P.O. Box 3265 
Harrisburg, PA 17105-3265 

Angela Jones, Esq. 
Office of Small Business Advocate 
Commerce Building, Suite 1102 
300 North 2nd Street 
Harrisburg, PA 17101 

Jackie Sparkman, Esquire 
School District of Philadelphia 
Office of General Counsel 
2130 Arch Street, 5th Floor 
Philadelphia, PA 19103 

Charis M. Burak, Esquire 
McNEES, WALLACE, NURICK 
100 Pine Street 
P.O. Box 1166 
Harrisburg, PA 17108-1166 

DSH:25I14.I 

Lance Haver 
6048 Ogontz Avenue 
Philadelphia, PA 19141 
(CEPA) 

Philip Bertocci, Esq. 
Community Legal Services 
1424 Chestnut Street 
Philadelphia, PA 19102 

Richard Lelash 
Financial and Regulatory Consultant 
18 Seventy Acre Road 
Redding, CT 06896 
(OCA) 

Craig A. Doll, Esq. 
25 North Front St., 2nd Floor 
Harrisburg, PA 17101-1606 

Brian Kalcic 
Excel Consulting 
Suite 720-T 
225 S. Meramec Avenue 
St. Louis, MO 63105 
(OSBA) 

Richard A. Baudino 
J. Kennedy and Associates 
570 Colonial Park Dr., Suite 305 
Roswell, GA 30075 

nOCKETEj) 



• 
Larry Speilvogel 
203 Hughes Road 
King of Prussia, PA 19406 
(PICGUG) 

Wendell F. Holland, Esq. 
Obermayer, Rebmann Maxwell 

& Hippel LLP 
One Penn Center, 19th Fl. 
1617 John F. Kennedy Blvd. 
Philadelphia, PA 19103-1895 

Daniel 
Dated: March 29, 2001 

DSH:25114.I 
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Wolf, Block, Schorr and Solis-Cohen LLP 

:fl08759 
DANIEL CLEARFIELD 

DIRECT D I A L : (7 I 7> 2.2,7-7 I 7 3 

E-MAIL: D C L E A R F I E L D I ^ W O L F B L O C K . C O M 

VIA HAND DELIVERY 
Johnnie Simms 
PA Public Utility Commission 
Office of Trial Staff 
Commonwealth Keystone Building 
400 North Street; 2nd Floor 
Harrisburg, PA 17120 

March 29,2001 

2 I 2 l.iK-ust Sired 

Sullc :ioo 
Harrisburg. I'A 1 711)1 

T: 717 T i l 7161) 

V: 717 237 7161 

www.wol lblock.com 

01 HAR 30 m 9:33 

RECEIVED 
SECRETARY'S BUREAU 

RE: Philadelphia Gas Works' Permanent Base Rate Filing, 
Docket No. R-00006042 

Dear Mr. Simms: 

Enclosed please fmd the following PGW response to the following OTS Interrogatories: 

RS -7 

TRF - 12(a-e), 32(e), 33(d) and 34(d). 

Please note that 32(e), 33(d) and 34(d) were previously submitted. Please replace the 
previous versions with the enclosed responses. Thank you for your attention to this matter. 

Sincerely, 

Daniel Clearfield 
For WOLF, BLOCK, SCHORR and SOLIS-COHEN LLP 

/smw 
cc: Parties of record (w/encl.) 

Secretary McNulty (Certificate of Service only) 

DS 1-1:25897.12 
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CERTIFICATE OF SERVICE 

I hereby certify that I have this day served a true copy of the foregoing document 

upon the participants listed below in accordance with the requirements of § 1.54 (relating to 

service by a participant). 

VIA FIRST CLASS MAIL 

Tanya McCloskey, Esq. 
Steve Keene, Esq. 
Office of Consumer Advocate 
5th Floor, Forum Place Bldg. 
555 Walnut Street 
Harrisburg, PA 17101-1921 

Johnnie Simms, Esq. 
Office of Trial Staff 
PA Public Utility Commission 
P.O. Box 3265 
Harrisburg, PA 17105-3265 

Angela Jones, Esq. 
Office of Small Business Advocate 
Commerce Building, Suite 1102 
300 North 2nd Street 
Harrisburg, PA 17101 

Jackie Sparkman, Esquire 
School District of Philadelphia 
Office of General Counsel 
2130 Arch Street, 5th Floor 
Philadelphia, PA 19103 

Charis M. Burak, Esquire 
McNEES, WALLACE, NURICK 
100 Pine Street 
P.O.Box 1166 
Hamsburg, PA 17108-1166 

Lance Haver 
6048 Ogontz Avenue 
Philadelphia, PA 19141 
(CEPA) 

Philip Bertocci, Esq. 
Community Legal Services 
1424 Chestnut Street 
Philadelphia, PA 19102 

Richard Lelash 
Financial and Regulatory Consultant 
18 Seventy Acre Road 
Redding, CT 06896 
(OCA) 

Craig A. Doll, Esq. 
25 North Front St., 2nd Floor 
Harrisburg, PA 17101-1606 

Brian Kalcic 
Excel Consulting 
Suite 720-T 
225 S. Meramec Avenue 
St. Louis, MO 63105 
(OSBA) 
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Richard A. Baudino 
J. Kennedy and Associates 
570 Colonial Park Dr., Suite 305 
Roswell, GA 30075 
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Larry Speilvogel 
203 Hughes Road 
King of Prussia, PA 19406 
(PICGUG) 

Wendell F. Holland, Esq. 
Obermayer, Rebmann Maxwell 

& Hippel LLP 
One Penn Center, 19th Fl. 
1617 John F. Kennedy Blvd. 
Philadelphia, PA 19103-1895 

Daniel Clearfield, Esduire 
Dated: March 29, 2001 

DSH:25!14.1 



Wolf, Block, Schorr and Solis-Cohen LLP 

DANIEL CLEARFIELD 

DIRECT DIAL: (7 I 7) 2 3 7 - 7 I 7 3 

E-MAIL: DCLEARFIELD@WOLFBLOCK.COM 

VIA HAND DELIVERY 
Charis M. Burak, Esquire 
McNees, Wallace, Nurick 
100 Pine Street 
P.O. Box 116 
Harrisburg, PA 17108-1166 

March 30, 2001 

RE: Philadelphia Gas Works' Permanent Base Rate Filing, 
Docket No. R-00006042 
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Dear Ms. Burak: 

Enclosed please find PGW's revised attachment to PICGUG Set II - 1(c). 

Thank you for your attention to this matter. 

Very truly yours, 

Daniel Clearfield 
For WOLF, BLOCK, SCHORR and SOLIS-COHEN LLP 

/smw 
cc: Parties of record (w/encl.) 

Secretary McNulty (Certificate of Service only) 
DOCUMENT 
FOLDER 
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# CERTIFICATE OF SERVICE 

I hereby certify lhat I have this day served a true copy of the foregoing document 

upon the participants listed below in accordance with the requirements of § 1.54 (relating lo 

service by a participant). 

VIA FIRST CLASS MAIL 

Tanya McCloskey, Esq. 
Steve Keene, Esq. 
Office of Consumer Advocate 
5th Floor, Forum Place Bldg. 
555 Walnut Street 
Harrisburg, PA 17101-1921 

Johnnie Simms, Esq. 
Office of Trial Staff 
PA Public Utility Commission 
P.O. Box 3265 
Harrisburg, PA 17105-3265 

Angela Jones, Esq. 
Office of Small Business Advocate 
Commerce Building, Suite 1102 
300 North 2nd Street 
Harrisburg, PA 17101 

Jackie Sparkman, Esquire 
School District of Philadelphia 
Office of General Counsel 
2130 Arch Street, 5th Floor 
Philadelphia, PA 19103 

Charis M. Burak, Esquire 
McNEES, WALLACE, NURICK 
100 Pine Street 
P.O. Box 1166 ' 
Hamsburg, PA 17108-1166 

noCKETEQ 
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Lance Haver 
6048 Ogontz Avenue 
Philadelphia, PA 19141 
(CEPA) 

Philip Bertocci, Esq. 
Community Legal Services 
1424 Chestnut Street 
Philadelphia, PA 19102 

Richard Lelash 
Financial and Regulatory Consultant 
18 Seventy Acre Road 
Redding, CT 06896 
(OCA) 

Craig A. Doll, Esq. 
25 North Front St., 2nd Floor 
Harrisburg, PA 17101-1606 

Brian Kalcic 
Excel Consulting 
Suite 720-T 
225 S. Meramec Avenue 
St. Louis, MO 63105 
(OSBA) 

Richard A. Baudino 
J. Kennedy and Associates 
570 Colonial Park Dr., Suite 305 
Roswell, GA 30075 

mCUMENT 
FOLDER 

DSH:25114.1 



Larry Speilvogel 
203 Hughes Road 
King of Prussia, PA 19406 
(PICGUG) 

Wendell F. Holland, Esq. 
Obennayer, Rebmann Maxwell 

& Hippel LLP 
One Penn Center, 19th Fl. 
1617 John F. Kennedy Blvd. 
Philadelphia, PA 19103-1895 

Dated: March 30, 2001 
Daniel Clear 
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DANIEL CLEARFIELD 

DIRECT DIAL: (7 I 7) 2 3 7 - 7 I 7 3 

E-MAIL: DGLEARFIELDIQJWOLFBLOCK,COM 

VIA HAND DELIVERY 
James Mullins, Esquire 
Office of Consumer Advocate 
5th Floor, Forum Place Bldg. 
555 Walnut Street 
Harrisburg, PA 17101-1921 

March 30, 2001 

RE: Philadelphia Gas Works' Permanent Base Rate Filing, 
Docket No. R-00006042 

Dear Mr. Mullins: 
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re: 

Enclosed please find PGW's responses to the following OCA Interrogatories: [Jj 

Set I V - 3 , 4, 7, 12 and 13 

Set V - 3(a-c), 4, 5, 23, 24(a-b) and 27. 

Also enclosed are responses to informal discovery information requests nos. 2 and 3. 
By service copy of this correspondence and its attachments, the informal discovery responses are 
considered to have been served upon all parties. Thank you for your attention to this matter. 

Very truly yours, 

Daniel Clearfield 
For WOLF, BLOCK, SCHORR and SOLIS-COHEN LLP 

/smw , • . . • 
cc: Parties of record (w/encl.) 
. -.Secretary McNulty (Certificate of Service only) 

DSH:26303.9 
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ERTIFICATE OF SERVICE 

I hereby certify that I have this day served a true copy ofthe foregoing document 

upon the participants listed below in accordance with the requirements of § 1.54 (relating to 

service by a participant). 

VIA FIRST CLASS MAIL 

Tanya McCloskey, Esq. 
Steve ICeene, Esq. 
Office of Consumer Advocate 
5th Floor, Forum Place Bldg. 
555 Walnut Street 
Harrisburg, PA 17101-1921 

Johnnie Simms, Esq. 
Office of Trial Staff 
PA Public Utility Commission 
P.O. Box 3265 
Harrisburg, PA 17105-3265 

Angela Jones, Esq. 
Office of Small Business Advocate 
Commerce Building, Suite 1102 
300 North 2nd Street 
Harrisburg, PA 17101 

Jackie Sparkman, Esquire 
School District of Philadelphia 
Office of General Counsel 
2130 Arch Street, 5th Floor 
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c: 

April 2, 2001 

VIA HAND DELIVERY 

CHARIS M. BURAK 

DIRECT DIAL: (717) 237-5437 
E-MAIL ADDRESS: CBURAK@MWN.COM 

James J. McNulty, Secretary 
Pennsylvania Public Utility Commission 
The Commonwealth Keystone Building 
400 North Street 
Harrisburg, PA 17120 

Re: Philadelphia Industrial and Commercial Gas Users Group v. Philadelphia 
Gas Works; Docket No. R-00006042 

Dear Secretary McNulty: 

Please find enclosed the original and three (3) copies of the Philadelphia Industrial and 
Commercial Gas Users Group ("PICGUG") Answer to Philadelphia Gas Works Motion in 
Limine in the above-referenced matter. 

As evidenced by the attached Certificate of Service, all parties to the proceeding are being 
served with a copy of this document. Please date stamp the extra copy of this transmittal letter 
and kindly retum it to our messenger for our filing purposes. Thank you. 

Very truly yours, 

MCNEES, WALLACE & NURICK 

By 
Charis M. Burak 
Karen S. Miller Omer 

Counsel to the Philadelphia Industrial 
Enclosure and Commercial Gas Users Group 
CMB/lhe 
c: Administrative Law Judge Cynthia Williams Fordham (via facsimile and first class mail) 

Certificate of Service 

\ 
• COLUMBUS, OH WASHINGTON. D.C. • 
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Pennsylvania Public Utility Commission 

v. 

Philadelphia Gas Works 

KvF.U.C. 
SECRETARY'S BUREAU 

Docket No. R-00006042 

PHILADELPHIA INDUSTRIAL AND COMMERCIAL GAS USERS GROUP 
ANSWER TO PHILADELPHIA GAS WORKS MOTION IN LIMINE 

Pursuant to 52 Pa. Code Section 5.103(c), the Philadelphia Industrial and Commercial 

Gas Users Group ("PICGUG"), by and through its attorneys, hereby files this Answer in 

opposition to the Philadelphia Gas Works ("PGW" or "Company") Motion In Limine. In support 

thereof, PICGUG states as follows: 

1. On January 5, 2001, PGW filed with the Pennsylvania Public Utility Commission 

("PUC" or "Commission") Supplement No. 7 to the Company's tariff, which, if implemented, 

would increase PGW's base rates by $65 million. PGW also filed an accompanying Petition 

addressing several issues, including a request for the waiver of certain filing requirements. 

2. On February 8, 2001, the PUC entered an Order denying PGW's waiver request 

with respect to certain filing requirements in order to ensure that the parties to this proceeding 

obtained the opportunity to "review all relevant information pertaining to the various issues 

related to this proceeding." See Pennsylvania Public Utility Commission v. Philadelphia Gas 

Werks; Docket No. R-00006042, Order (Feb. 8, 2001) (hereinafter, "February 8 Order"). 
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3. Pursuant to this Order, and in order to obtain the information that would otherwise 

be provided by the Company pursuant to Public Utility Code filing requirements, various parties 

to this proceeding, including PICGUG, the Office of Trial Staff ("OTS"), the Office of Consumer 

Advocate ("OCA") and CEPA, et al. ("CEPA") served interrogatories on PGW addressing 

numerous issues, including questions related to PGW's budgetary expenses. 

4. On March 21, 2001, PGW filed a Motion in Limine ("Motion") in order to narrow 

the scope of this proceeding.1 According to PGW, the interrogatories propounded by the 

intervening parties ensure that these parties will present testimony challenging the use of the 

"cash flow" method for setting PGW's rates and suggesting operating expense adjustments to 

PGW's budget.2 For these reasons, PGW requests that presiding Administrative Law Judge 

Cynthia Williams Fordham ("ALJ") issue an Order limiting the scope of the testimony that can 

'According to the Certificate of Service attached to this Motion, PGW chose to serve the 
intervening parties by first class mail and/or e-mail. Although the Certificate of Service does not 
differentiate the method of service used for each party, PICGUG was only served via first class 
mail. Accordingly, 52 Pa. Code Section 1.56(b) provides that PICGUG's Answer to PGW's 
Motion is not due until April 3, 2001. 

2PICGUG is intrigued at PGW's omniscent feat of determining those issues that will be 
raised in the intervening parties' direct testimony before this testimony is even filed. According 
to PGW, "the data requested could only be used to make the types of pro forma operating 
expense adjustments that the parties, such as the OCA and OTS, regularly make in base rate 
proceedings." See PGW Motion, p. 13. This argument is especially ironic considering that PGW 
chose not to provide the infonnation required pursuant to 52 Pa. Code Sections 53.52 and 53.53, 
but rather, informed the intervening parties that this information could only be obtained by 
submitting interrogatory requests. Accordingly, the only way for the parties to obtain this 
information, which would normally be provided as part of a Natural Gas Distribution Company's 
base rate filing, was to submit interrogatories to PGW addressing these numerous issues. 



be presented by the intervening parties in this proceeding.3 Although PGW requests several 

pronouncements from the ALJ, the Motion focuses upon two main issues: (1) whether the "cash 

flow methodology" is the required ratemaking methodology to be utilized in this proceeding for 

establishing PGW's revenue requirement; and (2) whether PGW's revenue requirement may be 

adjusted or reduced to disallow expenditures, programs or operations that were included in 

PGW's prior budgets and rates by the Philadelphia Gas Commission ("PGC").4 

5. As discussed more fully herein, PICGUG opposes PGW's Motion to 

unreasonably narrow the scope of this proceeding by limiting the issues that may be addressed by 

the parties. Throughout the course of the Company's proceedings before the PUC, PGW has 

tried unsuccessfully to limit the scope of these proceedings in an attempt to restrain the 

Commission from doing anything more than "rubber stamping" the requests presented by the 

3According to PGW, anther purpose of this Motion is to "resolve now any remaining 
ambiguity that may exist regarding the scope of the PUC's ratemaking authority" in light ofthe 
PUC's Order approving PGW's Petition for Settlement in the Interim Rate Proceeding. See 
PGW Motion, p. 3. PGW submits that if this acknowledgment is not reinforced, PGW may be 
required to file for appellate review. According to PICGUG's understanding, however, the 
PUC's Order approving the Joint Petition occurred in PGW's Interim Base Rate Proceeding, 
docketed at R-00005654. PGW's Motion in Limine, however, addresses issues raised in the 
Company's full base rate proceeding, at Docket No. R-00006042. Because these are two distinct 
proceedings, PICGUG submits that PGW may not attempt to resolve outstanding matters at 
Docket No. R-00005654 in the context of a separately docketed proceeding. Rather, if PGW has 
concerns related to the PUC's Order in the Interim Rate Proceeding, then PGW is obligated to 
address, or appeal, these issues at the appropriate docket instead of attempting to meld the 
Company's concerns into one continuous (and thus never-ending) proceeding. 

"Although PGW's Motion requests six specific declarations, four of the pronouncements 
stem tangentially from the Company's two main arguments. As a result, PICGUG's Answer will 
focus on the two main arguments, while tangentially addressing the other related 
pronouncements. PICGUG would note opposition, however, to PGW's entire Motion and all 
declarations requested therein, even if not specifically addressed in PICGUG's Answer. 



Company.5 Each time, however, the PUC has recognized that the scope of PGW's proceedings 

must provide the parties an opportunity to review the relevant information and investigate the 

lawfulness, justness and reasonableness of PGW's existing rates, rules and regulations.6 

PICGUG submits that, as determined previously by the PUC, the parties in this proceeding must 

be provided the opportunity to review and address all of the relevant information needed in order 

for the PUC to make an informed decision regarding PGW's base rate proceeding. See Feb. 8 

Order, p. 11. 

6. The Commonwealth Court of Pennsylvania ("Commonwealth Court") has held 

that a Motion in Limine may be presented in a pending matter whereby exclusion is sought in 

order to ensure the elimination of anticipated prejudicial evidence, remove extraneous issues 

from the underlying proceeding, preclude references to prejudicial matters, or prevent 

encumbering the record with immaterial matters. See Commw. of Pa. v. Pikur Enterprises. Inc.. 

596 A.2d 1253 (Pa. Commw. 1991). 

7. PICGUG submits that the information sought to be excluded by PGW (i.e.. any 

references to ratemaking methodology outside of "cash flow" or the Company's budgetary 

expenditures) is not prejudicial or extraneous, nor would this evidence encumber the record with 

immaterial matters. Rather, the information sought to be excluded by PGW would only provide 

5See February 8 Order (finding that PGW could not seek a blanket waiver from additional 
filing requirements); see also Petition of Philadelphia Gas Works for Establishment of Interim 
Rate Procedures and for a Declaratory Order: Docket No. P-00001831, Order Establishing 
Interim Rate Procedures (Aug. 17, 2000) (denying the request of PGW for a Commission 
declaration limiting the scope ofthe expedited interim rate proceeding). 

6See id. 



the PUC with all of the relevant information needed in order to make a full and complete 

determination with respect to the Company's base rate proceeding. Accordingly, PGW's Motion 

should be denied. 

RATEMAKING METHODOLOGY 

8. Section 2212(e) of the Natural Gas Choice and Competition Act ("Competition 

Act") provides the following with respect to the methodology to be employed by the PUC after 

the transfer in jurisdiction of PGW from the PGC. 

Notwithstanding any provision of this title to the contrary, in 
determining the city natural gas distribution operation's revenue 
requirement and approving overall rates and charges, the 
commission shall follow the same ratemaking methodology and 
requirements that were applicable to the city natural gas 
distribution operation prior to the assumption of jurisdiction by the 
commission, and such obligation shall continue until the date on 
which all approved bonds have been retired, redeemed, advance 
refunded or otherwise defeased. 

66 Pa. C.S. § 2212(e). The purpose of this provision was to provide PGW with some level of 

certainty with respect to the ratemaking methodology to be utilized by the PUC until the 

Company's bonds are retired. PICGUG acknowledges that the methodology utilized by the PGC 

in previous PGW proceedings, as included in the Management Agreement, was the cash flow 

methodology. Section 1301 of the Public Utility Code, however, requires that "[e]very rate 

made, demanded, or received by any public utility...shall be just and reasonable, and in 

conformity with regulations or orders of the commission." 66 Pa. C.S. §1301. Accordingly, 

Section 1301 must be balanced with the requirements of Section 2212 in order to ensure that 

PGW's customers are subject to rates that conform with ah of the requirements set forth in the 

Public Utility Code. 



9. The level of certainty to be provided by the Competition Act was not intended to 

eclipse the PUC's responsibility to ensure that PGW's rates are just and reasonable. Although 

PGW claims that the cash flow methodology can produce rates that are just and reasonable, the 

statute obligates the Commission to determine that the actual rates resulting from PGW's base 

rate proceeding truly are just and reasonable irrespective of the ratemaking methodology utilized. 

By allowing the Commission to compare PGC and PUC ratemaking methodologies, the PUC can 

ensure that any resulting rates are just and reasonable. Moreover, assuming, arguendo, that the 

PUC utilizes the cash flow methodology in this proceeding, the statute does not prohibit the 

Commission from superimposing traditional ratemaking methodology on top of the cash flow 

method in order to ensure that PGW's rates are just and reasonable. Equipping the PUC with all 

of the necessary information to make the just and reasonable rate determination is necessary to 

meet the PUC's obligation to serve the public interest. PGW's Motion would improperly limit 

the analysis that could be provided by the parties, thus inhibiting the Commission's ability to 

make a frilly informed determination of just and reasonable rates. 

10. PICGUG also disagrees with PGW's claims that allowing the PUC to examine all 

ofthe relevant evidence in this proceeding would abrogate the City of Philadelphia's ("City") 

ability to control PGW. Allowing the PUC to examine the applicable ratemaking methodologies 

to ensure that PGW's rates are just and reasonable does nothing to limit the City's control over 

PGW. 

11. Moreover, PICGUG vehemently disagrees with PGW's suggestion that the 

Company's request would not result in the ALJ pre-judging the evidence with respect to the level 

of rate increase to which PGW is entitled. In fact, PGW's request to limit the testimony in this 



proceeding would do exactly that by prohibiting both the ALJ and the PUC from receiving the 

necessary infonnation into evidence with respect to whether PGW's rates are just and reasonable. 

12. PGW's Motion would too narrowly limit the scope of this proceeding by 

requiring the parties to unconscionably limit the testimony, and issues, that can be presented in 

this proceeding. For example, according to PGW's request, a party would not be permitted to 

compare rate methodologies in order to determine whether PGW's rate increase proposal would 

result in just and reasonable rates under each of the various methodologies. Moreover, by 

limiting the testimony that can be presented in this proceeding, PGW is requiring the PUC to 

foresee every possible context in which these issues can be raised and determine whether these 

issues are appropriate at the outset of this proceeding. Such action is grossly premature, 

compromises the procedural and substantive due process rights of the parties, and prevents the 

PUC from making a reasoned decision that is in the public interest.7 Query what position PGW 

would take if the PUC compared the result of a $65 million increase as proposed by PGW under 

the application of the cash flow method to the result of a greater increase produced through the 

application of the PUC's traditional ratemaking method? Would PGW limit its request to $65 

million in that context if, hypothetically, the PUC found a greater increase served the public 

interest and constituted just and reasonable rates? PICGUG thinks not. Similarly, the PUC 

should have the knowledge of what just and reasonable rate increase serves the public interest 

7 I f any intervening party raises issues in direct testimony that PGW believes is 
inappropriate, PGW still retains the ability to file a Motion to Strike this testimony during the 
course of this proceeding. 
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and can be supported by either, or both, the cash flow and traditional rate of retum 

methodologies. 

OPERATING BUDGET AND EXPENDITURES 

13. The PUC has previously stated that the parties would have the 

opportunity to review and analyze, during the course of this base rate proceeding, PGW's 

operating budget and expenditures. PGW's Motion, however, would prohibit the parties from 

carrying out the PUC's declaration, and as such, must be denied. 

14. In the PUC's November 22 Order addressing PGW's interim base rate filing, the 

PUC noted that "PGW must file a base rate case on or before January 1, 2001, so that its overall 

revenue requirements could be thoroughly evaluated before final rates and charges are 

established to replace any interim levels approved here." See Pennsylvania Public Utility 

Commission v. Philadelphia Gas Works: Docket No. R-0000565, Order (Nov. 22, 2000) 

(hereinafter "November 22 Order"), p. 8. The PUC also emphasized that PGW's overall revenue 

requirements and rate levels would be fully examined in the context of a subsequent base rate 

proceeding and that "it would not be appropriate to provide the Company with a...surplus of 

cash...before the Commission's management audit has been completed and a full base rate 

review examining all expenditures has been conducted." See i d at 8-9. 

15. Similarly, in the PUC's Order approving the Petition for Settlement in PGW's 

Interim Base Rate Proceeding, the PUC noted that "the Joint Petition recognizes that the 

appropriate amount of this [bad debt] expense will be subject to review and revision in PGW's 

pending base rate proceeding." See Pennsylvania Public Utility Commission v. Philadelphia Gas 

Works: Docket No. R-00005654, Order (Feb. 22, 2001) (hereinafter "Feb. 22 Order"), p. 7. The 



Commission also noted that the Public Utility Code clearly provides the PUC with the authority 

to make alterations to PGW's present tariff. See id Moreover, the PUC also retained the rights 

of all parties to challenge PGW with respect to the Company's gas procurement efforts and 

implementation of management audit recommendations. See id. 

16. The PUC, on numerous occasions, has recognized the ability of the intervening 

parties to review and revise PGW's expenses in this proceeding. Obviously, PGW was aware of 

the PUC's decisions in these proceedings, however, PGW has failed to raise any arguments 

regarding this review standard until now. In its Motion, PGW fails to recognize these previous 

decisions by the PUC or set forth any reasoning as to why the PUC's directives should be 

modified. The parties must be given the opportunity to fully review and analyze PGW's base 

rate proceeding, per the PUC's directive. 

17. As discussed previously, the PUC must examine whether PGW's rates are 

just and reasonable. This analysis can only be achieved by examining the Company's underlying 

revenue requirement. Moreover, while PGW argues that the Company's budget has been 

established by the PGC and cannot be modified by any intervening parties, PGW fails to note 

whether the Company has adhered to the budgetary requirements. I f PGW has not followed the 

established budget and has expended monies in other places, obviously these expenses would be 

determinative for the PUC's rate examination. Pursuant to PGW's Motion, however, the parties 

would be prohibited from addressing these issues or requesting any type of modifications that 

may be necessary depending upon PGW's implemented budget. 

18. The PUC must have the opportunity to review PGW's entire financial picture 

prior to determining whether a $65 million rate increase is needed. Although PGW would prefer 
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that the Commission merely "rubber stamp" the PGC-approved budget and PGW-requested rate 

increase, that is simply not possible. Accordingly, in order to ensure that a complete and full 

analysis is done with respect to PGW's base rate proceeding, the parties must be given the 

opportunity to address issues related to PGW's revenue requirement and PGW's Motion must be 

denied.8 

WHEREFORE, the Philadelphia Industrial and Commercial Gas Users Group 

respectfully requests that the Pennsylvania Public Utility Commission deny Philadelphia Gas 

Works' Motion in Limine in its entirety for the reasons set forth herein. 

Respectfully submitted, 

McNEES, WALLACE & NURICK 

By 4^A^Uw 0 . I K S J L L L ^ - Q^ULA^ 
David M. Kleppinger 
Charis M. Burak 
Karen S. Miller Omer 
100 Pine Street 
P.O. Box 1166 
Harrisburg, PA 17108-1166 
(717) 232-8000 
(717) 237-5300 

Counsel to the Philadelphia Industrial and 
Commercial Gas Users Group 

Dated: April 2, 2001 

8Moreovers as noted previously, if any intervening party raises issues in direct testimony 
that PGW believes is inappropriate, PGW still retains the ability to file a Motion to Strike this 
testimony during the course of this proceeding. 
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II 

CERTIFICATE OF SERVICE 

I hereby certify that I am this day serving a true copy of the foregoing document upon the 

participants listed below in accordance with the requirements of Section 1.54 (relating to service 

by a participant). 

VIA HAND DELIVERY 

Johnnie Simms, Esq. 
Office of Trial Staff 
Pennsylvania Public Utility Commission 
The Commonwealth Keystone Building 
400 North Street 
Harrisburg, PA 17120 

Tanya McCloskey, Esq. 
Stephen Keene, Esq. 
Office of Consumer Advocate 
555 Walnut Street, Forum Place - 5lh Fl. 
Harrisburg, PA 17120 

Walter W. Cohen, Esq. 
Stephen W. W. Ching, Jr., Esq. 
Obermayer, Rebmann, Maxwell & Hippell 
204 State Street 
Harrisburg, PA 17101 

Bernard Ryan, Esq. 
Angela Jones, Esq. 
Office of Small Business Advocate 
Suite 1102, Commerce Building 
300 North Second Street 
Harrisburg, PA 17101 

Daniel Clearfield, Esq. 
Mark S. Stewart, Esq. 
Wolf, Block, Schorr and Solis-Cohen LLP 
212 Locust Street 
Suite 300 
Harrisburg, PA 17101 

VIA FACSIMILE AND FIRST CLASS MAIL 
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Philip A. Bertocci, Esq. 
Community Legal Services, Inc. 
1424 Chestnut Street, 3 rd Floor 
Philadelphia, PA 19102 

Lance Haver 
6048 Ogontz Avenue 
Philadelphia, PA 19141 

Wendell F. Holland, Esq. 
Obermayer, Rebmann, Maxwell & 
Hippel, LLP 
One Penn Center - 19th Floor 
1617 John F. Kennedy Boulevard 
Philadelphia, PA 19103-1895 

Karen S. Miller Omer 

Dated this 2 n d day of April, 2001, in Harrisburg, Pennsylvania. 



James J. McNulty, Secretary 
Pa. Public Utility Commission 
P.O. Box 3265 
Harrisburg, PA 17105-3265 

COMjnSNWEALTH OF PENNSYLVANIA 
- P E N N S Y H I K N I A PUBLIC UTILITY COMMI»R)N 

P.O. BOX 3265, HARRISBURG, PA 17105-3265 

April 2, 2001 

IN REPLY PLEASE 
REFER TO OUR FILE 

Dear Secretary McNulty: 

Enclosed please find the Office of Trial Staff answer to Philadelphia Gas 
Works Motion In Limine. As the Certificate of Service indicates the Parties of Record 
have been served with the enclosed document. 

If there are any questions please don't hesitate to contact me. 

DOCUHE 
FOLDER 

Sincerely, 

Johnnie E. Simms 
Senior Prosecutor 
Office of Trial Staff 

cc: All active parties 
Honorable Cynthia W. Fordham 
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On March 21, 2001, Philadelphia Gas Works ("PGW") filed a "Motion In 

Limine" for the purpose of securing directives in determining in advance the 

testimony and adjustments that may be submitted by the parties when responding 

to PGW's base rate request. PGW's motion is premised on its belief that "certain 

parties have propounded numerous interrogatories in apparent preparation to 

repeat past arguments that the Public Utility Commission in setting rates for PGW 

should not use the ratemaking methodology and requirements used by PGW prior 

to PUC regulation and should not necessarily provide working capital allowing 

PGW to pay its debts as they come due." 

It is the belief of PGW that the Commission's Interim Rate Settlement 

Order and the Public Utility Code obligates the Commission to set PGW's rates in 

accordance with the prior ratemaking method and in such a manner that PGW can 
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satisfy its bond ordinances. The sum and substance of PGW's argument is that the 

respective parties cannot challenge any expenditures, programs and operations that 

were approved by the Philadelphia Gas Commission ("PGC") for inclusion in 

prior approved budgets, and, thus, funded by PGW's rates. (See paragraph 22 of 

PGW's Motion). Most notably, PGW claims that the specific expenditures, 

programs and operations reflected in its 2000-2001 budget that are presently being 

considered by the PGC, of which the requested $65 million is based upon must be 

funded by the Commission upon the final approval of the budget by the PGC. 

(See paragraph 24 of PGW's Motion). 

OTS respectfully submits that enumerated answers to every PGW's 

averments in its Motion is unnecessary, as the issue to be addressed by 

Administrative Law Judge Fordham and the Commission is very simple. The 

issue is whether the Commission should be guided by the "just and reasonable" 

standard of the Public Utility Code or by the budget approval process of the 

Philadelphia Gas Commission. If there is a determination that the budgetary 

process controls the level of the rate increase for PGW, then this instant rate 

proceeding should be immediately terminated. A termination of this proceeding is 

in order, because to do otherwise would be the continuation of a pointless rate 

investigation before Administrative Law Judge Fordham and the Commission, and 

more important, an inconsequential investigation for PGW's ratepayers. It 

appears, according to PGW, the only obligation of the respective opposing parties, 

Administrative Law Judge Fordham and the Commission is to await the outcome 



ofthe budget process before the PGC, and then have the Administrative Law 

Judge and the Commission "rubber stamp" the $65 million request.1 Moreover, 

the public input hearings of March 28, 2001 and March 29, 2001, respectfully, 

should have been or should be held before the PGC during their deliberations on 

the budget request of PGW. Clearly, this type of a rate investigation as suggested 

by PGW in its Motion could not have been contemplated by the General Assembly 

when the.legislation was enacted allowing the Commission to assume jurisdiction 

of PGW. 

Additionally, PGW argues that "whether or not the type of expenditures at 

issue was previously approved by the PGC, the PUC cannot refuse to allow such 

expenditures to be included in PGW's rates without making it impossible for PGW 

to have the necessary cash to meet its expenditures when they come due." OTS 

submits that the Commission is guided by the "just and reasonable" standard of 

the Public Utility Code in determining the appropriate level of rate request for 

PGW, not the budgetary process of the PGC. Section 1301 of the Public Utility 

Code, 66 Pa. C.S. § 1301, provides in pertinent part that "every rate made, 

demanded, or received by any public utility, or by any two or more public utilities 

jointly, shall be just and reasonable, and in conformity with regulations or orders 

of the Commission." Additionally, Section 1308(c) of the Public Utility Code, 66 

Pa. C.S. § 1308(d), provides that "if , after such hearing, the commission finds any 

such rate to be unjust or unreasonable, or in anywise in violation of law, the 

PGW admits lhat the $65 million revenue requirement is based on its Fiscal Year 2000-2001 budget. 



commission shall determine the just and reasonable rate to be charged or applied 

by the public utility for the service in question, and shall fix the same by order to 

be served upon the public utility and such rate shall thereafter be observed until 

changed as provided by this part." There is absolutely nothing in Sections 1301 

and 1308 of the Public Utility Code that would suggest that the Commission is 

under an obligation to determine rates for a public utility on the basis of a 

budgetary process. In order to determine whether approved rates are just and 

reasonable, there must be a review of the underlying expenses associated with the 

requested rate increase. Consequently, i f the expenses are unlawful or 

unreasonable then there must be an adjustment as to what the ratepayers will or 

will not pay for in rates, and the public utility is obligated to make the appropriate 

adjustment as it relates to its ratepayers based upon the Commission's Order. 

Moreover, there is nothing in Section 2212(e) of the Public Utility Code, 66 

Pa. C.S. §2212(e) that suggests the budget process of PGC is a factor in the 

establishment of rates by the Commission for PGW. There is absolutely no 

credible evidence to suggest that i f PGW's rate increase is substantially reduced 

because of adjustments, then PGW will likely fail to maintain the required debt 

service coverage requirement. With respect to the budgeted expenditures 

approved by the PGC, OTS would respectfully submit that the PGW is not unlike 

any other public utility or business. In that regard, i f the PGC approves a budget 

of $65 million, and the Commission approves a rate increase less than $65 million, 

the management of PGW must make the appropriate budgetary adjustments like 



any other public utility or business. Simply put, the expenditures will not become 

due, i f the management of PGW in recognition of the Commission approved rate 

increase adjusts its budget, and, thus, do not make the expenditures. For example, 

i f the Commission reduces an expense for ratemaking purposes, then PGW will 

have to seek payment from the ratepayers for the amount authorized by the 

Commission, not a higher budgetary amount approved by PGC. I f the 

management of PGW continue to make debts knowing that the money is not there 

to pay for the debt, then the problem is one of nonfeasance for the management of 

PGW, not the Commission's failure to fund the budget in its entirety as approved 

by the PGC. 

There is no merit to PGW's motion and OTS respectfully requests that the 

Motion In Limine be denied. 

Respectfully submitted, 

Johnnie E./Simms 
Senior Prosecutor 
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C E R T I F I C A T E OF S E R V I C E 

I hereby certify that I am serving the foregoing Answer to 

Philadelphia Gas Works Motion in Limine of the Office of Trial Staff, dated 

April 2, 2001, either personally, by first class mail, electronic mail, or by fax upon 

the persons listed below: 

Honorable Cynthia W. Fordham 
Office of Administrative Law Judge 
Pa Public Utility Commission 
1302 Philadelphia State Office Building 
Broad and Spring Garden Streets 
Philadelphia, PA 19130 

Daniel Clearfield, Esquire 
Mark S. Stewart, Esquire 
Wolf, Block, Schorr and Solis-Cohen LLP 
212 Locust Street, Suite 300 
Harrisburg, PA 17101 

Steven Gray, Esquire 
Office of Small Business Advocate 
Suite 1102, Commerce Building 
300 North Second Street 
Harrisburg, PA 17101 



Tanya J. McCloskey, Esquire 
Office of Consumer Advocate 
555 Walnut Street 
5 l h Floor, Forum Place 
Harrisburg, PA 17101-1923 

Charis M. Burak, Esquire 
David M. Kleppinger, Esquire 
McNees, Wallace & Nurick 
100 Pine Street 
P.O. Box 1166 
Harrisburg, PA 17108-1166 

Lance Haver 
6048 Ogontz Avenue 
Philadelphia, PA 19141 

Jackie Sparkman, Esquire 
Bradford Stem, Esquire 
School District of Philadelphia 
Office of General Counsel 
2130 Arch Street, 5 , h Floor 
Philadelphia, PA 19103 

Philip A. Bertocci, Esquire 
Community Legal Services, Inc. 
1424 Chestnut Street 
Philadelphia, PA 19102-2505 

Richard LeLash 
Financial and Regulatory Consultant 
18 Seventy Acre Road 
Redding, CT 06896 

Craig A. Doll, Esquire 
2 n d Floor 
25 North Front Street 
Harrisburg, PA 17010-1606 



Brian Kalcic 
Excel Consulting 
Suite 720-T 
225 Meramec Avenue 
St. Louis, MO 63105 

Mr. Richard Baudino 
J. Kennedy & Associates 
570 Colonial Park Drive 
Suite 305 
Roswell, GA 30075 

Wendell F. Holland, Esquire 
Obermayer Rebmann Maxwell & Hippel 
One Penn Center - 19lh Floor 
1617 John F. Kennedy Boulevard 
Philadelphia, PA 19103-1895 

Walter W. Cohen, Esquire 
Obermayer Rebmann Maxwell & Hippel 
204 State Street 
Harrisburg, PA 17101 

Ibhnnie E. Simms 
Senior Prosecutor 
Office of Trial Staff 

Dated: April 2, 2001 
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COMMUNITY 
LEGAL SERVICES. INC. 

1424 Chestnut Street, Philadelphia, PA 19102-2505 
Phone: 215.981.3700, Fax: 215.981.0434 
Web Address: www.dsphila.org 

April 2: 2001 

Filed by Federal Express James J. McNulty. Secretary 
Pennsylvania Public Utility Commission 
Room B-20, North Office Building 
Commonwealth & North Streets 
Harrisbura, PA 17120 

Re: P.U.C. v. Philadelphia Gas Works, Docket No. R-00006042 frDR Q 2 2001 

Dear Secretary McNulty: 
->A PUBLIC UTiLITY COMMISSION 

SECRETARY'S BUREAU 

I represent the Consumers Education and Protective Association (CEPA). the 
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PENNSYLVANIA PUBLIC UTILITY COMMISSION 

Pennsylvania Public Utility 
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v. 
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••'A PUBLIC UTILITY COMMISSIO/-,' 
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R-00006042 
R-00006042C0001 et al. 

ANSWER OF CEPA etal. TO PHILADELPHIA GAS WORKS' MOTION IN LIMINE 

Four low income consumer membership and advocacy organizations, Consumers 

Education and Protective Association ("CEPA"). the Association of Community 

Organizations for Reform Now ("ACORN"). Action Alliance of Senior Citizens of 

Greater Philadelphia, and the Tenants' Action Group ("TAG")(collectively "CEPA et 

aL") hereby answer the Motion in Limine of the Philadelphia Gas Works as follows: 

Introduction 

The Philadelphia Gas Works (PGW) has traditionally resisted close questioning 

and truly independent audits concerning how it has spent and proposes to spend the hard 

earned money of its ratepayers. This Motion in Limine (hereinafter "PGW Motion") 

stands squarely in that stale-mating "none of your business" tradition, which in recent 

years has been notably challenged by a Grand Jury Investigation detailing lack of fiscal 

controls to the point of criminality, and by the recent so-far unreieased Management 

Audit ordered by the PUC pursuant to the Gas Choice Act. In this Motion, at a time 

when PGW is seeking Pennsylvania Public Utility Commission (PUC) authorization to 

impose unparalleled financial burdens on customers, the Company brazenly claims that 
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its "unique ratemaking scheme" places inquiries into the prudency of its expenditures off 

limits to public authorities charged by law with determining a level of "just and 

reasonable" rates. Such resistance is raised by a Company which has some of the highest 

rates in the region. 

The unifying theme of the PGW Motion is that the ultimate standards to be 

applied in establishing PGW:s base rates are to be found in Management Agreement 

Ordinance (together with applicable bond law). PGW would subordinate the Public 

Utility Code's "just and reasonable" standard to application of its narrow interpretation 

ofthe Management Agreement Ordinance and applicable bond law. This interpretation 

is incorrect. The Public Utility Code's "just and reasonable" standard can not be cast 

aside to suit PGW's narrow interests, because that standard is based on guarantees 

contained in the Due Process Clause of the U.S. Constitution. Despite PGW's 

protestations, it is well settled that regardless of the ratemaking formula contained in a 

particular ratemaking scheme, PGW's rates must pass the higher constitutional test of 

"just and reasonable." 

The specific rulings which the PGW Motion seeks make plain the paralyzing 

effects that the Company's legal misinterpretations would have on the Commission's 

performance of its duties to exercise its statutory ratemaking authority within the 

parameters established by the U.S. Constitution. 

First; PGW seeks an order declaring off limits inquiries by CEPA et aL the OCA 

and others into the prudency of various expenditures in PGW's proposed test year FY 

2001 Operating Budget. In ruling on PGW's base rate increase request. PGW claims 

that the PUC may not consider the reasonableness of individual budget components such 

as, whether ratepayers should be required to fund a budget which permits PGW to pay 

hundreds of thousands of dollars annually to subsidize the employee cafeteria or to 

provide a company car for commuting use and even for personal use to over 40 PGW 

managers. Rather, according to PGW's legal theories, if PGW's owner, the City of 



Philadelphia, acting through the Gas Commission, City Council and a politically 

appointed Board of Directors (PFMC), decides or has decided in the past that a particular 

PGW expense should be funded by ratepayers, then the PUC is precluded by statute 

from questioning these expenditures and is statutorily bound to provide rates to pay every 

dime of that expenditure. 

The PGW Motion seeks to obtain a general declaration concerning matters which 

are already before the ALJ in the form of specific discovery disputes involving Motions 

to Dismiss Objections and to Compel Answers to Interrogatories filed by both CEPA et 

al., OCA and other parties to this case. 

The PGW Motion thus seeks to obtain a declaration that would limit or bar 

testimony which advocates adjustment, reduction or disallowance of "any expenditures, 

programs or operations that were included in PGW's prior budgets and rates by the 

Philadelphia Gas Commission." PGW Motion, ::Wherefore Clause," ^ ( 4 ) , A(6). This 

request parallels PGW's Objections to numerous items in CEPA eLal.'s First Set of 

Interrogatories, which are the subject of CEPA etaL's pending Motion to Dismiss 

Objections and Compel Answers (filed 3/22/01) and PGW's Answer (filed 3/28/01). 

In a similar vein, the PGW Motion also seeks to obtain a declaration that would 

limit or bar any testimony that suggests that in determining a "just and reasonable" rate, 

the Commission may consider what resources other than from rates could be made 

available to PGW by PGW's owner the City of Philadelphia, including advances, waiver 

or grant back ofthe S18 million City Payment, and an outright City grant. This request 

parallels PGW's Objections to numerous items in OCA's Interrogatories, which are also 

the subject of a pending Motion to Dismiss Objections and Compel Answers (filed 

3/12/01) and PGW's Reply (filed 3/16/01). 

In addition, the PGW Motion seeks sweeping declarations which purportedly 

summarize existing law concerning the rate making method which the PUC must utilize 

in adjudicating this permanent base rate case. In its Pre-Hearing Memorandum, the City 



through PGW informed the parties that even the "suggestion" that the City might have a 

duty to bear some share of the burdens it seeks to place through rates on PGW customers 

should be off limits.1 PGW has now expanded its list of forbidden subjects to include 

anything which is inconsistent with its narrow, one-sided and distorted summaries of the 

legal standards governing this proceeding. The requested declarations would ignore the 

paramount and independent status of the constitutionally based "just and reasonable" 

requirement and suppress any suggestion that the Commission is duty bound to balance 

the needs of the Company with the needs of ratepayers. Moreover, these requested 

declarations mischaracterize the Management Agreement Ordinance in the service of 

blanket denial by the City of any responsibility to make its own resources available to 

help meet relavant bond covenants, even where the City has failed in its duties to manage 

PGW effectively and efficiently. 

If the Commission were to grant these requests, it would deprive itself and the 

parties ofthe information necessary to establish a "just and reasonable" base rate, and 

sanction a parochial municipal management tradition which has piled $1 billion in debt 

and some ofthe highest gas rates in the country on Philadelphia consumers. 

Background.2 

1. In the "Background" Section of its Motion; PGW claims that "standards" to 

be used in setting PGW:s base rates are "distinctly different than the methods of non-

municipal companies." PGW Motion, p. 2. This is only a partial truth. It is true that 

Section 2212(e) ofthe Gas Choice Act requires the Commission to utilize the "prior 

1 See Philadelphia Gas Works' Prehearing Memorandum, at 5-6 (".... these proceedings should not involve 
even the suggestion that the City of Philadelphia will not receive its full annual payment from PGW::). 

In this Answer, for reasons of economy and clarity. CEPA et al. have organized their response to 
PGW;s Motion in Limine to match the four broad subject headings contained in PGW's Motion (Introduction. 
Background. Cash Flow Method of Ratemaking, and Adjustments to PGW Annual Expenditures). 
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ratemaking methodology and requirements" applicable to PGW prior to PUC 

jurisdiction. PGW Motion, p. 2. However, like all public utilities, whether publicly 

owned or investor owned, the ultimate standard for setting rates is the constitutionally 

based "just and reasonable" standard. 

The PUC has already acknowledged in this proceeding that the ultimate 

ratemaking standard which is and always has been applicable to PGW is the ;'just and 

reasonable" standard. See February 8, 2001 Order at Ordering Paragraphs 1 and 3.3 That 

broad standard is not merely a statutory standard set forth in Section 1301 ofthe Public 

Utility Code, 66 Pa.C.S. §1301, but a standard based on the Due Process Clause of the 

U.S. Constitution. As the U.S. Supreme Court has held, regardless of the particular 

ratemaking "theory" or "methodology" utilized, the Commission must set a base rate 

which in "total effect" or "impact" is "just and reasonable." Federal Power Commission 

v. Hope Natural Gas Co.. 320 U.S. 591, 602, 64 S.Ct. 281, 288 (1944). While a 

ratemaking methodology, such as that set forth in the Management Agreement 

Ordinance, identifies factors which must be given weight in a particular rate setting 

process, that process does not produce a valid rate, unless that rate can be independently 

adjudged just and reasonable. 

2. The standards for determining whether a rate is "just and reasonable" in turn, 

are distinct from any particular ratemaking methodology, and override any result 

obtained by application of that methodology. Application ofthe "just and reasonable" 

standard requires the ratemaker to balance the interests of a public utility against those of 

its customers, and taking all circumstances into account, to determine a rate which 

3 Paragraph I of that Order states: "That an investigation on Commission motion be, and hereby is, 
instituted to determine the lawfulness Justness and reasonableness of the rates, rules and regulations proposed in 
Supplement No. 7 to Tariff Gas-Pa.P.U.C. No. I . Similarly, Paragraph 3 of that Order states: ;:That this 
investigation shall include consideration ofthe lawfulness, justness and reasonableness of Respondent's existing 
rates, rules and regulations." 
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avoids both confiscation of a utility's property and unfair imposition on consumers. 

Federal Power Commission et al. v. Natural Gas Pipeline Co.. 315 U.S. 575, 62 S.Ct. 

736.744(1942); Pennsylvania Public Utility Commission v. Pennsvlvania Gas and 

Water Co.. 492 Pa. 326, 424 A.2d 1213, 1219 (1980), cert denied, 454 U.S. 324, 102 

S.Ct. 112 (1981)("There is ample authority .... that the term 'just and reasonable' was not 

intended to confine the ambit of regulatory discretion to an absolute or mathematical 

formulation but rather to confer upon the regulatory body the power to make and apply 

policy concerning the appropriate balance between prices charged to utility customers 

and returns on capital to utility investors consonant with constitutional protections 

applicable to both.") 

3. The applicable standard for determining the "legal relevance" of the data 

which the parties seek in discovery is whether that data would assist in detennining a 

"just and reasonable" permanent base rate for PGW. Certainly, in light of this standard, 

the interrogatories concerning the effects on the Company of waiver or "grant back" of 

the $18 million City Payment and concerning the prudency of recent past and proposed 

expenditures are relevant to such an inquiry. How can the Commission detennine a "just 

and reasonable" rate without assessing whether both the Company and its customers have 

assumed their fair share ofthe burdens and obligations implicit in the proposed rate? 

How can the Coinmission detennine a "just and reasonable" rate without assessing 

whether the costs which the Company proposes to cover through rates are prudent and 

reasonable? 

4. The Gas Choice Act may not be read to mandate that the Commission and the 

parties look only to the ratemaking methodology and requirements contained in the Gas 

Choice Act, 66 Pa.C.S. §§2201 et seq.: in adjudicating PGW's base rate level. PGW's 

argument based on Gas Choice Act Section 2212(e) is without merit. Section 2212(e) 



states that: "Notwithstanding any provision of this title to the contrary, in determining the 

natural gas distribution operation's revenue requirement and approving overall rates and 

charges, the commission shall follow the same ratemaking methodology and 

requirements that were applicable to the city natural gas distribution operation prior to 

the assumption of jurisdiction by the commission 66 Pa.C.S. §2212(e). PGW reads 

this provision to mean that the sole standards for setting rates for PGW are those set forth 

in the Management Agreement Ordinance. By implication, this view would suggest 

either that the Management Agreement Ordinance trumps the "just and reasonable" 

ratemaking standard set forth in Section 1301 ofthe Public Utility Code, or that the 

General Assembly, in passing Section 2212(e). detennined that a rate established on the 

basis ofthe Management Agreement's express provisions is per se "just and reasonable." 

This argument fails because the "just and reasonable" standard is not merely a 

statutory standard, but a federal constitutional standard. As a constitutional standard, the 

"just and reasonable" standard may be neither trumped nor qualified by state legislation 

or municipal ordinance. Therefore, the Gas Choice Act cannot be read, as PGW claims, 

to mean that the General Assembly has established a "unique ratemaking scheme for 

PGW." PGW Motion, T|21. To the contrary, although the Management Agreement 

Ordinance contains ratemaking provisions which reflect the fact that PGW is not an 

investor owned utility, any base rate which the City and PGW may impose upon 

customers must nevertheless satisfy the constitutional "just and reasonable" standard. 

5. Contrary to PGW's contentions. Public Advocate v. Philadelphia Gas 

Commission. - Pa.-. 674 A.2d 1056, 1062 (1996) does not hold that utilization ofthe 

ratemaking methodology and requirements contained in the Management Agreement 

Ordinance produces rates which are per se "just and reasonable." PGW Motion, |9 . In 

that case, the Supreme Court rejected the contention that inclusion of an automatic SI 8 

million City Payment in base rates, without regard for the utility's level of service and 
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performance, was per se unreasonable. The Court stated that under the totality ofthe 

circumstances in that particular rate case, inclusion of the $18 million was not unjust and 

unreasonable. In explaining its decision, the Court specified that it was not the 

ratemaking "theory" that was the ultimate determinant in assessing the constitutionality 

of a rate, but rather the impact of the resulting rate on PGW and on its customers. The 

controlling determination was whether under all the circumstances, the resulting rate in 

the particular case under review was "just and reasonable." Moreover, there is no 

support in Public Advocate for the view advanced by PGW that the amount of individual 

expenditures contained in PGW;s past or present Operating Budgets are irrelevant to the 

detennination whether the overall rate resulting from utilization of the ratemaking 

methodology contained in the Management Agreement Ordinance is "just and 

reasonable." 

6. Similarly, contrary to PGW;s contentions, Action Alliance v. Philadelphia 

Gas Commission. 406 A.2d 1155, 1158 (Pa. Cmwlth. 1979) does not "uphold the cash 

flow rate making methodology" nor does it state that utilization of that method 

"produces" just and reasonable rates. PGW Motion, ^[8. In that case, the 

Commonwealth Court remanded an appeal from a Philadelphia Court of Common Pleas 

order upholding a rate set by the Gas Commission according to the PGW statutory 

ratemaking methodology, because the Gas Commission's rate order contained "no 

findings and no reasons ... for its conclusion that the rates were jusl and 

reasonable"(zmphases added).4 

4 CEPA et al.'s interpretation of the Action Alliance case is similar to the interpretation presented by the 
Philadelphia Gas Commission Hearing Examiners Recommended Decision in the FY 1999 Gas Cost Rate 
Proceeding, cited by PGW and attached as Exhibit "C" ("Section VII ofthe Management Agreement has been 
construed by the Commonwealth Court to require the Commission to increase rates where the proposed rates are 
•just and reasonable,' 45 Pa.Comvvlth. 234. 241-42: 406 A.2d at I 158:'). 
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7. In the alternative. PGW appears to argue that the "just and reasonable" 

standard authorizes rates in such a broad "zone of reasonableness" that individual 

adjustments with regard to such matters as cafeteria subsidies or unjustified management 

perks like company cars would be practically speaking without consequence. PGW 

Motion, T|9. This argument is without merit. I f there is a "zone of reasonableness." then 

the parties have the right to develop evidence in a broad range of matters, including 

individual budget items, and the level of customer service, in support of their contention 

before the trier of fact that the rate proposed has passed over the boundary between 

reasonable and unreasonable. Public Advocate v. Philadelphia Gas Commission. - Pa. 

674A.2d 1056, 1061 (1996'): D.C. Transit Svstem. Inc. v. Washington Area 

Metropolitan Transit Commission. 466 F.2d 394, 422-423 (1972)(Commission did not 

exceed limits of due process when it made a fare raise contingent upon steps calculated 

to rectify serious deficiencies in service...notwithstanding carrier's claim that at existing 

fares it would be operating at a substantial loss in future and that it had a right to have 

fares increased to point which would enable it to earn a fair return). 

8. Contrary to PGW's contentions, Gas Choice Act Section 2212(s) does not bar 

the Commission or the parties from reviewing for prudency the various expenditures 

contained in the test year Operating Budget, which serves as one ofthe bases for the 

determination of appropriate base rates. That Section states in pertinent part that 

"Nothing contained in this title shall be construed to abrogate or limit the executive or 

legislative powers of a city that owns a city natural gas distribution operation to legislate 

or otherwise determine the powers, functions, budgets, activities and mission of the city 

natural gas distribution operation .... including, but not limited to, the ownership, 

governance, management or control thereof." 66 Pa.C.S. §2212(s). PGW misinterprets 

this language to mean that any inquiry by the PUC into the prudency or reasonableness of 

elements in PGW's test year operating budget is impermissible, because such inquiry 



implies the authority to deny funding for certain budgeted PGW expenses. Such 

: :underfunding : ; would, according to PGW, constitute an abrogation or limitation on the 

City's budgetary prerogatives, in violation of Section 2212(s). PGW Motion, 10, 25. 

In making this argument. PGW once more fails to recognize that ratemaking for 

PGW has and necessarily continues to take place within certain constitutional 

parameters. The power of PGW and the City to set and fund PGW's budgets was never 

unlimited. This right was always subject to the requirement that the rate imposed to fund 

these budgets must be "just and reasonable." The necessity of funding imprudent 

expenditures may cause a rate to be so great as to be outside the constitutionally 

permissible "zone of reasonableness." 

As the state Supreme Court stated in Public Advocate at a time when PGW (as a 

municipally owned utility) was not subject to the Public Utility Code with regard to 

service provided within municipal limits, "[ejven though the PUC cannot regulate the 

rates charged by ... PGW. it does not mean that municipal utilities are not subject to any 

control." The Court underscored this holding by quoting directly from a vintage state 

Supreme Court case American Aniline Products. Inc. v. Lock Haven: 

Courts have the power to determine questions relating to service and rates [of 
municipal utilities] where a complaint is based on "reasonableness ofthe ordained 
rate or the justness of their application," or discrimination amounting to 
confiscation. (Emphases added). 

Public Advocate. 674 A.2d 1056, 1061, quoting from 288 Pa. 420, 424, 135 A. 726, 727 

(1927). 

Inquiry by the Commission into the prudency ofthe costs which PGW seeks to 

recover through rates therefore does not constitute any "abrogation" or "limitation" on 

the pre-Gas Choice Act authority of PGW and the City to budget for PGW. This 

authority continues today, as in the past, to be subject to the "just and reasonable" 

constitutional standard. 



9. In Paragraphs 3 through 7 of the PGW Motion, PGW excerpts various 

provisions ofthe Management Agreement Ordinance to describe the PGW "ratemaking 

methodology and requirements." Consistent with its efforts to shift every conceivable 

cash need arising from PGW;s historic mismanagement and present inadequacies on to 

ratepayers, PGW has seized on the term "Cash Flow Method" in an attempt to validate its 

overreaching theories. This term, however, is not a statutory term, and should not 

become a substitute for analysis of all the statutory language which describes PGW's 

"prior ratemaking methodology." PGW uses the term in this proceeding to obscure the 

relationship between the just and reasonable standard and that methodology, and also as 

a tendentious substitute for the actual language of the Ordinance.3 As will be discussed 

in Paragraphs 11-15 below, the Ordinance does not support the position that the 

Ordinance "requires PGW's rates to cover" (emphasis added) all PGW's costs, including 

all working capital costs, as if there were no other cash resources including loans from 

the City/owner and private financial institutions, and possible grants from the 

City/owner. 

Cash Flow Method of Ratemaking 

10. CEPA et al. deny as a matter of law that the ratemaking methodology set 

forth in the Management Agreement Ordinance requires that all PGW's cash needs 

(including satisfaction ofthe terms ofthe various bond covenants, however interpreted). 

must always be provided by the ratemaking authority through rates. As set forth above, 

in the PUC's performance ofthe "just and reasonable" balancing process, such an 

21 For instance, at PGW Motion. ^ 7. PGW states that the Philadelphia Gas Coinmission "acknowledged 
the "cash flow method" as the statutory basis for establishing PGW's revenue requirement" in the FY 1999 Gas 
Cost Rate Proceeding. However, the Recommended Decision does not use the term "cash flow method."' The 
quotation contained in that decision from the Management Agreement Ordinance only supports what is not in 
dispute in this proceeding, - that the Commission must provide on an annual basis for PGW's recovery of its gas 
costs, and the other non-fuel costs which are collected throimh the Gas Cost Rate. 



interpretation would give an absolute priority to the interests of PGW's owner, the City, 

and PGW:s bondholders, over the interests of PGW's ratepayers. 

11. In addition, putting the "just and reasonable" requirement aside, the 

Management Agreement Ordinance does not say what PGW contends that it says, unless 

talismanic use ofthe term Cash Flow Method magically provides words which just are 

not in the Ordinance. In PGW's view, the Management Agreement Ordinance's "prior 

ratemaking methodology" requires "PGW to have adequate cash from rates to pay its 

various cash obligations when they become due." PGW Motion, fll4, 16. In actuality, 

the operative language in the Management Agreement Ordinance does not say that all 

PGW's cash needs must be satisfied through "rates". In pertinent part, the Ordinance 

states: 

The Gas Commission shall fix and regulate rates and charges for supplying gas to 
customers ...which (together with ... other revenues ofthe Gas Works qualifying 
as 'project revenues' as such term is defined in Section 2 of the First Class City 
Revenue Bond Act) wil l , in each fiscal year produce revenues, at a minimum: 

(a) sufficient to pay all of the operation and maintenance costs and 
expenses of conducting the Gas Works enterprise and to pay the interest 
and amortization becoming due in such fiscal on debt incurred for the Gas 
Works including, but not limited to: ... 

(v) Al l sinking fund charges payable in respect of principal 
and interest on all obligations of the City issues for or with 
respect to the Gas Works and, with respect to Gas Works 
Revenue Bonds issued pursuant to The First Class City 
Revenue Bond Act, such additional amount as may be 
required to comply with any rate covenant and sinking fund 
reserve requirement approved by ordinance of City Council 
in connection with the authorization or issuance of Gas 
Works Revenue Bonds.... 

(b) Sufficient also ... 
(i) To make base payments to the City in the aggregate annual 
principal amount ofS 18,000,000 .... 
(iii) To provide cash, or equivalent, for working capital in 
such reasonable amounts as may be determined by Company 
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to be necessary and as shall be approved by the Gas 
Commission.6 

12. These provisions are structured to focus on the end result-whether PGW 

will have in toto sufficient resources to meet specified needs. They do not mandate, 

command, or dictate that such needs be satisfied through rates to the exclusion of all 

other non-rate resources. Moreover, these provisions do not foreclose the use by PGW 

of other resources that may be made available to it. In order to meet debt service ratio 

covenants, this language does not foreclose the use of a grant back from the City of the 

$ 18 million City Payment or other municipal grants qualifying as project revenues. In 

order to meet other debt service covenants, however interpreted, this language does not 

foreclose the use of money advanced by the City like the recent $45 million City 

Advance, or under certain conditions from PGW's capital fund. In order to made the $18 

million City Payment, this language does not foreclose the use of money borrowed 

pursuant to PGW's short term commercial paper program. 

13. CEPA et al.'s interpretation of the Management Agreement Ordinance and 

related bond law is consistent with past practice by the City and by PGW. The City and 

PGW stated specifically in both this proceeding and in the recent Interim Base Rate 

Proceeding that all or part ofthe $18 million City Payment could be available as a grant 

back to meet debt service coverage requirements without violation of any bond 

ordinance.7 PGW's other debt service payments have often been made in part with 

6 See Management Agreement Ordinance, Section VII. attached to the PGW Motion as Exhibit ; : B." 

7 See PUC v. PGW. Docket No. R-00005654, Transcript of Testimony (September 27, 2000), (Testimony 
of Thomas E. Knudsen, at 176-177. According the Mr. Knudsems testimony in this case, not yet confirmed, the 
City has committed this year under certain undescribed circumstances, to grant back the $ 18 million City Payment. 
Thus, referring to the $45 million City Advance which has been made in this FY 2001, and the $18 million City 
Payment which has not yet been made, Mr. Knudsen states that "the City has already committed all that it can in 
working capital, a total of $63 million." Prefiled Testimony of Thomas E. Knudsen in this case. Volume I (Revised), 
at 4. 
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borrowed ftinds. again, without violation of bond covenants. The recent $45 million 

advance by the City to assist PGW's cash needs provided resources other than rates to 

meet PGW's bond covenants and cash needs; such assistance was not regarded as a 

violation of PGW's covenants, but consistent with the requirements of those covenants 

that PGW rates, together with other non-rate resources, be sufficient to enable to 

necessary payments to be made and the debt coverage ratios to be observed. Finally, in 

recent years, PGW has made the $18 million City Payment not from ratepayer funds, but 

from borrowed funds ~ demonstrating once more that PGW's "prior ratemaking 

methodology" does not require that every PGW obligation, real and imagined, must be 

met through funds raised from rates. 

14. CEPA et al. protest PGW's repeated citations in PGW Motion at fll4-16 

including note 14, to the alleged summaries of PGW's cash needs and bond covenants 

contained in the Joint Petition for Settlement in PGW's now completed Interim Base 

Rate Case, PUC v. PGW. Docket No. R-00005654. The terms of that Settlement 

expressly provided that the "Joint Petition constitutes a negotiated resolution solely of 

issues addressed herein ...[and] ...the Joint Petitioners agree that this Settlement shall not 

constitute or be cited as controlling precedent in any other proceeding .... and shall not be 

characterized as the position of either PGW or the Law Bureau and shall not constitute 

an admission of any fact or legal principle set forth herein in any such proceeding," PUC 

v. PGW. Joint Petition for Full Settlement, Docket No. R-00005654,1(32. 

15. CEPA et al. deny that the PUC's Order approving the Joint Settlement 

provides any guidance whatsoever on how the ALJ is to apply the facts of this case to 

applicable law in making a recommendation concerning PGW's requested Base Rate 

Increase. The parts of that Order cited at PGW Motion, T|16 are merely conclusory, and 

provide no support for PGW's theory that PGW's "prior ratemaking methodology" 
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requires that all PGW's cash need be provided through rates. The issue is not whether 

rates "permit" PGW to satisfy its cash needs, but whether rates alone must provide all 

such resources for satisfaction of bond covenants and cash needs. 

16. For the above reasons, there is no legal basis for PGW's request that the 

ALJ issue an order "declaring that PGW's rates will be established using the cash flow 

method of ratemaking... [and] specifically indicating] that the cash flow method requires 

that rates be set so as to produce sufficient cash on each month of the year to satisfy its 

projected cash obligation, ... and sufficient cash on at the end of the fiscal (or test) year to 

permit PGW to pay its obligations in the months following the fiscal/test year." PGW 

Motion, f 16. In requesting such an Order, PGW attempts to impose an incorrect legal 

standard for applying PGW's "prior ratemaking methodology" as set forth in the 

Management Agreement Ordinance. 

17. For the above reasons, there is also no legal basis for the request that the 
: ;ALJ should bar any testimony or evidence which purports to identify or describe the 

nature of PGW's bond covenants in a way that is inconsistent with the Commission's 

findings in its Order of February 21, 2001." PGW Motion, f 16, n. 14. In requesting such 

an Order, PGW attempts to impose an incorrect legal standard for interpreting PGW's 
;iprior ratemaking methodology" as set forth in the Management Agreement Ordinance. 

Adjustments to PGW Annual Expenditures 

18. According to PGW. neither the PUC nor PGW consumers are permitted to 

question whether rates sought to be fixed would fund (without a showing of related 

business necessity) numerous company cars for PGW management and subsidized 

lunches for PGW management and employees. To the contrary, "just and reasonable" 



rates should not be set at levels which allow funding expenses unnecessary for 

maintenance of the business enterprise. Under applicable law, customers must be 

allowed to inquire whether attitudes that produced a ratepayer funded "limousine lady" 

and ratepayer funded executive dinners in some of Philadelphia's best and most 

expensive restaurants are repeated on an ultimately much more routine and expensive 

scale at the PGW headquarters at 800 West Montgomery Avenue. 

19. PGW claims that its "unique ratemaking scheme" forecloses such inquiries 

by the PUC in the process of establishing PGW's rates. PGW Motion, T|21. As set forth 

in Paragraphs 3-7, supra, the Commission must inquire into the reasonableness of test 

year expenses if it is to establish a rate base which, under any ratemaking methodology, 

would serve as a basis for the determination of "just and reasonable" rates. Consistent 

with its unwillingness to assume the burdens of past mismanagement, PGW and the City 

seek at all costs to protect the $18 million City Payment from all question or adjustment. 

PGW misstates the holding of Public Advocate v. Philadelphia Gas Commission. 674 

A.2d 1056, 1061-62. PGW Motion, |27. That case held that in the context of the 

particular rate case before the Court, the S18 million City Payment did not render the rate 

constitutionally "unjust and unreasonable," and that in impact and effect, the total rate 

was within a constitutionally defined "zone of reasonableness." It did not uphold the $ 18 

million City Payment, as PGW claims, on the grounds that a rate may not be rendered 

unjust and unreasonable because ofthe inclusion of one unjustified expense component. 

The Public Advocate case is not support for PGW's contention that the Commission is 

barred from taking evidence on the broad range of issues, including improvident 

spending, inadequately justified payments to the utility's owner, and inferior service, 

which are relevant to detennining the boundaries of that "zone of reasonableness." 

20. PGW further argues that for the PUC to allow inquiry into the prudency of 

16 



items in PGW:s test year budget would violate Gas Choice Act Section 2212(s). 

According to PGW; Section 2212(s) "specifically guarantees" that the PGW and the City 

shall have the exclusive right to determine PGW's budgets. In fact, the Gas Choice Act 

contains no such guarantee - it only provides that the Gas Choice Act will not "abrogate" 

or "limit" the City's existing right to determine PGW's budgets. That existing right was 

never exclusive or absolute, because any rates established on the basis of such budgets 

were subject to Court review under the "just and reasonable" constitutional standard. It 

is clear that under the Gas Choice Act, the PUC through a rate determination may at least 

make adjustments in the overall revenue requirement that may be funded through rates. 

Such adjustments would not limit or abrogate the City and PGW's budgetary rights. 

PGW and the City would preserve their right to spend according to their budgetary 

choices, but not the right to obtain a rate from ratepayers that would satisfy all the 

Company's perceived needs and obligations. 

21. PGW also argues that PGW's "prior ratemaking methodology" assigned to 

the ratemaker the duty to provide rates to fund PGW:s approved budget. PGW Motion, 

fl23, 24, 25. From this premise, PGW appears to argue that to implement that 

methodology, the PUC must accept PGW's FY 2001 test year budget, and must provide 

through rates all monies necessary to fund that budget. This argument ignores the fact 

that under PGW's "prior ratemaking methodology," the Philadelphia Gas Commission 

both approved PGW budgets and, when rate cases were commenced, fixed PGW's rates. 

A rate case involved both processes simultaneously. In reviewing PGW's budgets, the 

Gas Commission was constrained by the necessity that the resources available to fund the 

budget include rate levels that were "just and reasonable." See Management Agreement 

Ordinance, Sections IV(2), VII, attached as Exhibit "B" to the PGW Motion. 

22. PGW further argues that if the PUC issued a base rate order based upon 

17 



proposed individual expenditure adjustments in the Company's Operating Budget, such 

order would necessarily prevent PGW from complying with its various bond covenants. 

PGW Motion, 1123. This argument is apparently based on the false premise that all PGW 

cash needs and bond covenant requirements must be funded exclusively through rates. 

CEPA et al. contend that even if PGW had a Philadelphia Gas Commission approved 

Operating Budget assuming revenues from an anticipated $65 million base rate increase, 

the PUC could reduce that base rate increase by two thirds or more without running afoul 

of Section 2212(s) or any other statutory provision. 

23. PGW's insistence on the absolute paramountcy ofthe anticipated 

expenditures and cash requirements explicit or implicit in PGW's approved budgets for 

PUC ratemaking purposes does not fully correlate with the Company's posture in this 

case. The fact is that PGW presently has neither a Gas Coinmission approved 

Operating Budget and forecast, nor a City Council approved Capital Budget and 

forecast. PGW admits that such is the case, while stating that it anticipates that the 

Philadelphia Gas Commission "wil l issue a decision on the proposed budget in the near 

future." PGW Motion, 1(24. In the absence of an approved budget, PGW claims Section 

2212(s) requires the PUC to recognize the inviolability of any expenditure "contained in 

PGW's prior, approved budget or contained in its current operating budget once 

approved." PGW Motion, ^26. Even i f PGW's theories concerning PGW's "prior 

ratemaking methodology" are correct, in the absence of an approved test year budget to 

serve as the partial basis for a rate order, there is no legal authority for barring the PUC 

and the parties from inquiring into the prudency of expenses contained in past or merely 

proposed PGW Operating Budgets. 

24. Section 2204(i) ofthe Gas Choice Act, 66 Pa.C.S. §2204(i), requires that 

PGW submit to a PUC Management Audit. Consistent with this provision, the General 



Assembly's determination that jurisdiction over PGW;s rates and tariff should be 

transferred to the PUC reflects an intent to reform a utility notorious for high rates, 

insufficient controls on spending and a low level of service. This manifest intent is 

inconsistent with the astonishing theory put forth by the City and the Company that the 

PUC's role in ratemaking does not extend to questioning the "wisdom" of any of the 

expenses contained in PGW's approved budgets. If the PUC is limited to reviewing 

PGW's budgets to assure that all itemized expenses have been traditionally included in 

PGW's operating budget and to provide through rates the funds to pay for those 

expenses, the reforming intent of the Act would be frustrated, and the PUC would be 

reduced to ratifying "business as usual." 

WHEREFORE, CEPA etal. respectfully request that the ALJ deny PGW's Motion in its 

entirety. 

April 2, 200 

Respectfully submitted, 

PHILIP A. BERTOCCI, ESQUIRE 
EDWARD A. MCCOOL, ESQUIRE 

Attorneys for CEPA et al. 

COMMUNITY LEGAL SERVICES, FNC. 
1424 Chestnut Street, 4 l h Floor 
Philadelphia, PA 19102 
(215) 981-3702 



VERIFICATION 

I . Philip A. Bertocci. Esquire, attorney for CEPA et al.. hereby state that the facts 
contained in the foregoing Answer of CEPA et al. to Philadelphia Gas Works' Motion in 
Limine are true and correct to the best of my knowledge, information and belief, that I 
am duly authorized to make this Verification, and that I expect to be able to prove the 
same at a hearing held in this matter. I understand that the Statements herein are made 
subject to the penalties of 18 Pa.C.S. §4904 (relating to unsworn falsification to 
authorities). 

Date: April 2, 2001 
,ct3uJ, 

PHILIP A. BERTOCCI 
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RE: Philadelphia Gas Works' Permanent Base Rate Filing, 
Docket No. R-00006042 

Dear Ms. Burak: 

Enclosed please fmd PGW's response to PICGUG Set I - Question 1 

Thank you for your attention to this matter. 
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Daniel Clearfield 
For WOLF, BLOCK, SCHORR and SOLIS-COHEN LLP 
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I hereby certify that I have this day served a true copy ofthe foregoing document 

upon the participants listed below in accordance with the requirements of § 1.54 (relating to 
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Larry Speilvogel 
203 Hughes Road 
King of Prussia, PA 19406 
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Wendell F. Holland, Esq. 
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One Penn Center, 19th Fl. 
1617 John F. Kennedy Blvd. 
Philadelphia, PA 19103-1895 
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IRWIN A. POPOWSKY 
Consumer Advocate 
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OFFICE OF CONSUMER ADVOCATE 
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(717) 783-5048 FAX (717) 783-7152 
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PA Public Utility Commission 
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Re: Pennsylvania Public Utility Commission 
v. 

Philadelphia Gas Works 
Docket No. R-00006042 

Dear Secretary McNulty: 

Enclosed for filing please find an original and three copies ofthe Office of Consumer 
Advocate's Answer in the above-referenced proceeding. 

Copies have been served upon all parties of record as shown on the attached Certi ficate 
of Service. 

Sincerely yours, 

Aron J. Beatty 
Assistant Consumer Advocate 

Enclosure 

cc: All parties of record 
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DOCUMENT 
OLDER ANSWER OF THE OFFICE OF CONSUMER 

ADVOCATE TO PHILADELPHIA GAS WORKS 
MOTION IN LIMINE 

r-
r-

Pursuant to 52 Pa. Code § 5.103(d), the Office of Consumer Advocate ("OCA") 

hereby submits its response to the Motion in Limine ("Motion") filed by the Philadelphia Gas 

Works ("PGW" or "Company") on March 21, 2001. PGW's Motion requests an Order from 

the Presiding Officer, Administrative Law Judge Cynthia Williams Fordham, acknowledging 

specific ratemaking methodology and budgetary requirements that should be applied to PGW in 

the above captioned proceeding. For the reasons set forth below, the OCA submits that 

PGW's Motion should be denied. 



BACKGROUND 

On March 21, 2001, PGW filed this Motion in Limine in the above-captioned 

proceeding. In its Motion, PGW seeks to have the "cash flow method" of ratemaking, as 

defined by PGW, declared the only acceptable method of ratemaking for PGW. The 

Company comes to this conclusion based on its reading of Section 2212(s) of The Natural Gas 

Choice and Competition Act ("Gas Choice Act" or "Act"). PGW seeks to have the scope of 

the PUC's ratemaking authority determined through this Motion in Limine to prevent 

exploration of "unnecessary and legally irrelevant issues and adjustments." Motion at 3. 

PGW's Motion attempts to prevent current discovery attempting to ascertain the Company's 

expenses and budget. The Company deems any discovery concerning such expenses and its 

budget to be irrelevant to the case at hand. PGW states that, under Section 2212(e) of the 

Code, the Pennsylvania Public Utility Commission ("Commission" or "PUC") is charged with 

following the same ratemaking methodology and requirements that the Philadelphia Gas 

Commission ("PGC") used prior to the PUC assuming control under the Gas Choice Act. 

According to PGW, this section means that the Commission must employ the cash flow method 

of ratemaking as defined by PGW. PGW argues that the Commission may not employ any 

other ratemaking principles, including the just and reasonable standard. Finally, PGW asserts 

that, as a logical extension of its argument, the PUC is bound by the determinations of the 

Philadelphia Gas Commission. If the Philadelphia Gas Commission approves a PGW budget, 

PGW argues that the Commission can do nothing more than approve rates to recover this 

budgeted amount. 



OCA ANSWER 

1. The Gas Choice Act provides that city natural gas distribution operators are, 

with certain exceptions, "subject to regulation and control by the Commission with the 

same force as if the service were rendered by a public utility." 66 Pa. C.S. §2212(b). 

The OCA does not interpret the Gas Choice Act in such a manner as would diminish 

the ability of the Commission to review PGW's expenses and set PGW's rates at just 

and reasonable levels. The Company requests that the cash flow method of 

ratemaking, as defined by PGW, be declared the only allowable method. Under this 

reasoning, PGW asserts that data requests seeking information regarding pro forma 

operating expense adjustments, as would be required under a traditional base rate case, 

are irrelevant and therefore undiscoverable. PGW argues that the operating budget 

passed by the PGC is a dictating instrument, and the Commission must simply set rates 

to meet the operational needs determined within such a budget. 

2. PGW argues that the Commission must rely solely on the PGC approved 

budget when it attempts to set just and reasonable rates and may not conduct any 

analysis of its own or make any determination of what level of rates is just and 

reasonable. If the PGC were to set a budget that far exceeded what could be 

considered just and reasonable, PGW asserts that the Commission would still be 

obligated, under PGW's reading of the Gas Choice Act, to set rates to meet that 

budget. This is an untenable result that renders the Gas Choice Act meaningless. If the 

Commission's only function is to "rubber stamp" a budget approved by the Philadelphia 



Gas Commission, the OCA submits that there was no point in bringing PGW under 

Commission jurisdiction to be "subject to regulation and control by the Commission 

with the same force as i f the service were rendered by a public utility." 66 Pa. C.S. 

§2212(b). 

3. The OCA submits that a more appropriate reading of the Act, one which gives meaning 

to all provisions of the Act and the Public Utility Code, is that an approved PGW 

budget should be reviewed just as any other budget of a utility — budgets that are 

approved by a utility's Board of Directors -- is reviewed. The Commission should 

certainly accept evidence of the Philadelphia Gas Commission's approved budget level, 

but the Commission should not be precluded from applying appropriate ratemaking 

principles to arrive at a just and reasonable level of rates. Indeed, the Commission 

should hold PGW to the same standard as other regulated utilities and should not 

tolerate unreasonable or imprudent expenditures that burden ratepayers. 

4. Throughout PGW's Motion, as well as in the Company's objections to 

interrogatories propounded by the OCA, PGW relies on its argument that the 

Commission must accept the budget approved by the PGC. However, PGW 

acknowledges that the current budget request before the PUC, in this proceeding, has 

not yet been approved by the PGC. It is remarkable that PGW can proceed with a 

case that, they believe, requires the Commission to simply set rates to accommodate an 

operating budget that does not exist. PGW's own actions belie its argument. If PGW's 

argument is adopted, it should withdraw its case now since it has no approved budget. 



The OCA submits, however, that it is the duty of the Commission to review all costs, 

expenses, and revenues to determine just and reasonable rates. The Commission is not 

charged with simply applying rates to meet a budget that is set by the Company. 

5. PGW claims that the Interim Settlement Order "clearly acknowledges" that the 

Commission is statutorily obligated to authorize rate changes and establish cash 

reserves. Motion at 3. Additionally, PGW threatens to appeal this decision beyond the 

Commission if this "acknowledgment is not reinforced now." This appeal, PGW 

claims, will then come at a time of even greater need of revenue for the company; 

However, the OCA submits that any threatened PGW action is of its own making. The 

Commission simply cannot make such an incorrect determination because ofthe threat 

of appeals. 

6. PGW bases much of its argument in favor of the cash flow ratemaking 

methodology on the PUC's February 22, 2001 Order ("Order" or "February 22 

Order") approving the Joint Petition for Full Settlement of the Commission's November 

22, 2000 Order ("November 22 Order") at Docket No. R-00005654. This Order 

must be read in the context of the interim rate proceeding, and not this base rate case. 

7. The Company argues that the February 22 Order approving the Joint Petition 

for Settlement recognized that PGW's revenue requirement must produce sufficient 

cash to permit it to pay its financial obligations. The Order does not provide support 

for PGW's argument that the cash flow method as defined by PGW must be utilized. 

The Order simply states that "the Commission will comply with its statutory obligations 



under the Public Utility Code, including Section 2212(e)." Order at 7. The Order also 

states that the Joint Petition for Settlement's provisions constitute a "negotiated 

resolution of the issues and are of no precedential value in subsequent proceedings." 

Order at 6. Furthermore, the settlement only allowed PGW to implement a specified 

rate increase, subject to refund, after a determination of a just and reasonable level of 

rates in this base rate proceeding. 

8. By the terms of the February 22 Order, the Commission states, "Issues 

regarding the appropriate level of base rates ... will be addressed in the pending base 

rate case." Therefore, in the instant proceeding, the PUC contemplated such analysis, 

not mere "rubber stamping" of PGC determinations or of the settlement amount. 

9. Importantly, in the February 22 Order, the Commission states its intention to 

authorize interim rate changes and cash reserves that "are consistent with [the 

Commission's] statutory obligations under Section 2212(e), as well as the "just and 

reasonable" standards relied upon in our November 22, 2000 Order." Order at 7, 8. 

{emphasis added). Therefore, the PUC recognized its duty to not only abide by 

Section 2212(e), but to also ensure that PGW's rates, like the rates of all public utilities 

in the Commonwealth, are just and reasonable. PGW's attempt to bifurcate the dual 

requirements of Section 2212(e) and Section 1301 ( "Rates to be just and reasonable") 

should, consequently, be rejected. 

10. In the November 22 Order, the Commission stated that the standard of review 

was that of "just and reasonable" rates. PGW argued that the Commission was 



required to adhere to the cash flow methodology contained in the Management 

Agreement but the Commission completely rejected this contention. November 22 

Order at 6. It is unreasonable to assume, as PGW does, that the PUC would 

recognize the continuing applicability of Section 1301 for an interim case, but not for a 

permanent case such as this. 

11. PGW continues to state in its Motion that reviewing courts, including the 

Pennsylvania Supreme Court, have recognized that the cash flow method has, in the 

past, produced just and reasonable rates. For example, PGW states that Action 

Alliance upheld the cash flow ratemaking methodology as producing just and 

reasonable rates. Motion at 7. However, in Action Alliance, the Court was unable to 

undertake a just and reasonable analysis of the Philadelphia Gas Commission rates 

because there was "no writing and certainly no findings and no reasons stated by the 

Philadelphia Gas Commission for its conclusion that the increased rates were just and 

reasonable." See Action Alliance v. Philadelphia Gas Comm'n. 406 A.2d 1155, 1158 

(1979). Based on this lack of record evidence, the Court stated that "We are therefore 

unable to review the Philadelphia Gas Commission's adjudication." Id. Consequently, 

in Action Alliance, the Court did not find that the cash flow methodology produced just 

and reasonable rates. Furthermore, the Court's analysis in Action Alliance was 

premised on the fact that PGW was not subject to PUC regulation at that time. Id. 

Therefore, the typical fair retum on fair value method of establishing and testing the 

reasonableness of utility rates was inapplicable. Quite obviously, PGW is now under 



PUC regulation, so the underlying circumstances of Action Alliance do not apply. 

Whether the cash flow method has produced just and reasonable rates in the past does 

not affect whether, in the instant proceeding, the cash flow method will, prospectively, 

produce just and reasonable rates. Moreover, as the Public Advocate case makes 

clear, the rates of PGW must be just and reasonable. See Public Advocate v. 

Philadelphia Gas Commission. 544 Pa. 129,674 A.2d 1056(1996). In Public 

Advocate, the Court stated that: "When examining the 1991-92 rates for PGW, this 

Court is mindful that no applicable constitutional requirement is more exacting than the 

requirement of'just and reasonable' rates." Id. at 1061. Therefore, the continuing 

applicability of the just and reasonable standard is quite evident. 

12. In its Motion, PGW expresses displeasure with the nature of interrogatories 

served upon the Company. PGW has objected to 23 OCA interrogatories prior to the 

filing of this Motion. What the Company seems most displeased about is the 

examination of its operations and expenses - the same examination that every public 

utility is subject to as part ofthe Commission's obligation to regulate and set rates. 

PGW should not be permitted to thwart the Commission's review process. 

13. PGW argues that the cash flow method, (including the bond coverage 

requirements), would render discovery of the type of expenditures complained of 

irrelevant, as almost all of the expenses were approved by the PGC, thereby removing 

the possibility of an allowance or disallowance from the PUC's jurisdiction. This 

argument reverts back to the proposition that the Commission is powerless to act in any 



manner different than the PGC approved operating budget. The OCA does not agree 

with this proposition, as has been argued throughout this Answer. 

WHEREFORE, the Office of Consumer Advocate respectfully submits that, for 

the reasons set forth above, the Commission deny PGW's Motion in Limine. 

Office of Consumer Advocate 
555 Walnut Street 5th Floor, Forum Place 
Hamsburg, PA 17101-1923 
(717) 783-5048 
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VIA HAND DEHVERY 
James Mullins, Esquire 
Office of Consumer Advocate 
5th Floor, Forum Place Bldg. 
555 Walnut Street 
Harrisburg, PA 17101-1921 

RE: Philadelphia Gas Works' Permanent Base Rate Filing, 
Docket No. R-00006042 
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Dear Mr. Mullins: 

Enclosed please find PGW's responses to the following OCA Interrogatories: 

SetV - 7, 16, 19, 20, 21, 22 and 28. 

Also enclosed are PGW's response to informal discovery information requests no. 4. 
By service copy of this correspondence and its attachments, the informal discovery responses are 
considered to have been served upon all parties. Thank you for your attention to this matter. 

Very truly yours. 

Daniel Clearfield 
For WOLF, BLOCK, SCHORR and SOLIS-COHEN LLP 

/smw 
cc: Parties of record (w/encl.) 

Secretary McNulty (Certificate of Service only) 

0511:26303.10 
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CERTIFICATE QF SERVTCF. 

I hereby certify that I have this day served a true copy ofthe foregoing document 

upon the participants listed below in accordance with the requirements of § 1.54 (relating to 

service by a participant). 

VIA HAND DELIVERY OR FEDERAL EXPRESS 

Tanya McCloskey, Esq. 
Steve Keene, Esq. 
Office of Consumer Advocate 
5th Floor, Forum Place Bldg. 
555 Walnut Street 
Harrisburg, PA 17101-1921 
E-mail: TmcCloskev@paoca.org 

Angela Jones, Esq. 
Office of Small Business Advocate 
Commerce Building, Suite 1102 
300 North 2nd Street 
Harrisburg, PA 17101 
E-mail: Anjones@state.pa.us 

Jackie Sparkman, Esquire 
School District of Philadelphia 
Office of General Counsel 
2130 Arch Street, 5th Floor 
Philadelphia, PA 19103 
Fax: (215) 988-0579 

Johnnie Simms, Esq. 
Office of Trial Staff 
PA Public Utility Commission 
P.O. Box 3265 
Hamsburg, PA 17105-3265 
E-mail: simmsj(a)puc.state.pa.us 

Charis M. Burak, Esquire 
McNEES, WALLACE, NURICK 
100 Pine Street 
P.O. Box 1166 
Harrisburg, PA 17108-1166 
E-maii: CburakfStmwn.com 

Lance Haver 
6048 Ogontz Avenue 
Philadelphia, PA 19141 
(CEPA) 

Philip Bertocci, Esq. 
Community Legal Services 
1424 Chestnut Street 
Philadelphia, PA 19102 
Fax: 215-981-0434 
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Brian Kalcic 
Excel Consulting 
Suite 720-T 
225 S. Meramec Avenue 
St. Louis, MO 63105 
(OSBA) 
Fax: (314) 725-2022 

Richard A. Baudino 
J. Kennedy and Associates 
570 Colonial Park Dr., Suite 305 
Roswell, GA 30075 
E-mail: Rbaudinofa).ikenn.com 

Richard Lelash 
Financial and Regulatory Consultant 
18 Seventy Acre Road 
Redding, CT 06896 £ 
(OCA) S 
E-mail: LelashfS.sprint.comTjTn 

Craig A. Doll, Esq. " 1 ^ 
25 North Front St., 2nd Floo£§ 
Harrisburg, PA 17101-1606g 
E-mail: Cdol]76342/©aoI.cd5 
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Larry Speilvogel 
203 Hughes Road 
FCing of Prussia, PA 19406 
(PICGUG) 

Wendell F. Holland, Esq. 
Obermayer, Rebmann, Maxwell 

& Hippel LLP 
One Penn Center, 19th Fl. 
1617 John F. Kennedy Blvd. 
Philadelphia, PA 19103-1895 
E-mail: wfh(fl),obermaver.com 

Dated: April 4, 2001 Daniel Clearfield, 

DSH:251I4.I 



CD 
CD 
yJD 

Wolf, Block, Schorr and Solis-Cohen LLPcn 
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D A N I E L C L E A R F I E L D 

D I R E C T D I A L ; ( 7 I 7) 2 3 7 - 7 I 7 3 

E-MAIL: DCLELAPFieLO@WoLFBLOCK.COM 

VIA HAND DELIVERY 
Johnnie Simms 
PA Public Utility Commission 
Office of Trial Staff 
Commonwealth Keystone Building 
400 North Street; 2nd Floor 
Harrisburg, PA 17120 

April 4, 2001 

DOCUMENT 
FOLDER 

RE: Philadelphia Gas Works' Permanent Base Rate Filing, 
Docket No. R-00006042 

Dear Mr. Simms: 

TO 

m 

— \ 7 C 

CP o • d 
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cn 
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Enclosed please fmd PGW's responses to the following OTS interrogatories: 

TRF - 3 and 9. 

Thank you for your attention to this matter. 

Sincerely, 

Daniel Clearfield 
For WOLF, BLOCK. SCHORR and SOLIS-COHEN LLP 

/smw 
cc: Parties of record (w/encl.) 

Secretary McNulty (Certificate of Service only) 
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CERTIFICATE OF SERVICE 

I hereby certify that I have this day served a true copy ofthe foregoing document 

upon the participants listed below in accordance with the requirements of § 1.54 (relating to 

service by a participant). 

VIA HAND DELIVERY OR FEDERAL EXPRESS 

Tanya McCloskey, Esq. 
Steve Keene, Esq. 
Office of Consumer Advocate 
5th Floor, Forum Place Bldg. 
555 Walnut Street 
Harrisburg, PA 17101-1921 
E-mail: TmcCloskev(2>,paoca.org 

Angela Jones, Esq. 
Office of Small Business Advocate 
Commerce Building, Suite 1102 
300 North 2nd Street 
Harrisburg, PA 17101 
E-mail: Anionesfg.state.pa.us 

Jackie Sparkman, Esquire 
School District of Philadelphia 
Office of General Counsel 
2130 Arch Street, 5th Floor 
Philadelphia, PA 19103 
Fax: (215) 988-0579 

Johnnie Simms, Esq. 
Office of Trial Staff 
PA Public Utility Commission 
P.O. Box 3265 
Harrisburg, PA 17105-3265 
E-mail: simmsifg.puc.state.pa.us 

Charis M. Burak, Esquire 
McNEES, WALLACE, NURICK 
100 Pine Street 
P.O. Box 1166 
Harrisburg, PA 17108-1166 
E-mail: Cburak@mwn.com 
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Lance Haver 
6048 Ogontz Avenue 
Philadelphia, PA 19141 
(CEPA) 

Philip Bertocci, Esq. 
Community Legal Services 
1424 Chestnut Street 
Philadelphia, PA 19102 
Fax: 215-981-0434 

Richard Lelash r r 

Financial and Regulatory ConsultSflt 
18 Seventy Acre Road 
Redding, CT 06896 
(OCA) 
E-mail: Lelash@sprint.conp 
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CD 
Craig A. Doll, Esq. 
25 North Front St., 2nd Fl<g5r 
Harrisburg, PA 17101-1606 
E-mail: Cdoll76342@aol.com Oocn 
Brian Kalcic 
Excel Consulting 
Suite 720-T 
225 S. Meramec Ave 
St. Louis, MO 63105 
(OSBA) 
Fax: (314) 725-2022 

0 c * * > * . 

Richard A. Baudino 
J. Kennedy and Associates 
570 Colonial Park Dr., Suite 305 
Roswell, GA 30075 
E-mail: Rbaudino@ikenn.com 
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Larry Speilvogel 
203 Hughes Road 
King of Prussia, PA 19406 
(PICGUG) 

Wendell F. Holland, Esq. 
Obermayer, Rebmann, Maxwell 

& Hippel LLP 
One Penn Center, 19th Fl. 
1617 John F. Kennedy Blvd. 
Philadelphia, PA 19103-1895 
E-mail: wfh(@,obermayer.com 

Dated: April 4, 2001 Daniel Clearfield 

DSH:25114.1 
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Suite 300 
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www.wolfblock.com 

KEVIN j . M O O D Y 

DIRECT DIAL: (7 I 7) 2 3 7 - 7 i 8 7 
E-MAIL: KMOOOY@WOLFBLOCK.COM 

April 4, 2001 

VIA HAND DELIVERY 

Johnnie E. Simms, Esquire 
Office of Trial Staff 
PA Public Utility Commission 
400 North Street, 3rd Floor 
Harrisburg, PA 17120 
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RE: Confidential Responses to OTS-TRF-33d and OTS-TRF-34d 
Philadelphia Gas Works' Permanent Base Rate Filing, 
Docket Nos. R-00006042 and R-00006042COOQ1 et al. 

Dear Mr. Simms: 
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In accordance with the terms ofthe confidentiality agreement we just sigtgd, emdwsed are 
the confidential responses to the above referenced interrogatories. c= 

Very truly yours, 

Kevin J. Moody 
For WOLF, BLOCK, SCHORR and SOLIS-COHEN LLP 

KJM/jlg 

cc: Parties of Record (w/out enc.) 
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m CERTIFICATE OF SERVICE 

I hereby certify that I have this day served a true copy of the foregoing document 

upon the participants listed below in accordance with the requirements of § 1.54 (relatQ to 

service by a participant). 

VIA HAND DELIVERY 
Johnnie Simms, Esq. 
Office of Trial Staff 
PA Public Utility Commission 
P.O. Box 3265 
Harrisburg, PA 17105-3265 
E-mail: Simmsi@puc.state.pa.us 

VIA FIRST CLASS MAIL 
Tanya McCloskey, Esq. 
Steve Keene, Esq. 
Office of Consumer Advocate 
5th Floor, Forum Place Bldg. 
555 Walnut Street 
Harrisburg, PA 17101-1921 
E-mail: TmcCloskev@paoca.org 

Angela Jones, Esq. 
Office of Small Business Advocate 
Commerce Building, Suite 1102 
300 North 2nd Street 
Harrisburg, PA 17101 
E-mail: AnjonesfStstate.pa.us 

Jackie Sparkman, Esquire 
School District of Philadelphia 
Office of General Counsel 
2130 Arch Street, 5th Floor 
Philadelphia, PA 19103 
Fax: (215) 988-0579 

Charis M. Burak, Esquire 
McNEES, WALLACE, NURICK 
100 Pine Street 
P.O. Box 1166 
Harrisburg, PA 17108-1166 
E-mail: Cburak@mwn.com 
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Lance Haver 
6048 Ogontz Avenue 
Philadelphia, PA 19141 
(CEPA) 
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Philip Bertocci, Esq. 
Community Legal Services 
1424 Chestnut Street 
Philadelphia, PA 19102 
Fax:(215) 981-0434 

Richard Lelash 
Financial and Regulatory Consultant 
18 Seventy Acre Road 
Redding, CT 06896 
(OCA) 
E-mail: Lelash@,sprint.com 

Craig A. Doll, Esq. 
25 North Front St., 2nd Floor 
Hamsburg, PA 17101-1606 
E-mail: Cdoll76342@aol.com 
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Brian Kalcic 
Excel Consulting 
Suite 720-T 
225 S. Meramec Avenue 
St. Louis, MO 63105 
(OSBA) 
Fax: (314) 725-2022 

Richard A. Baudino 
J. Kennedy and Associates 
570 Colonial Park Dr., Suite 305 
Roswell, GA 30075 
E-mail: RbaudinofSykenn.com 

Larry Speilvogel 
203 Hughes Road 
King of Prussia, PA 19406 
(PICGUG) 

Wendell F. Holland, Esq. 
Obermayer, Rebmann Maxwell 

& Hippel LLP 
One Penn Center, 19th Fl. 
1617 John F. Kennedy Blvd. 
Philadelphia, PA 19103-1895 
E-mail: wfh@obervmaver.com 

• 

Dated: April 4, 2001 
four. 

Kevin J. Moody, Esquire 
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NT 
ER BEFORE THE 

PENNSYLVANIA PUBLIC UTILITY COMMISSION 

In Re: Petition of Philadelphia Gas Works for 
Waiver of Certain Notification and Filing 
Requirements and Establishment of 
Expedited Hearing Schedule for Base 
Rate Proceeding 

Docket Nos. R-00006042 and 
R-00006042C0001 et al 

a. 

PHILADELPHIA GAS WORKS' REPLY TO THE ANSWERS OF 
PICGUG, CEPA et al , OTS AND OCA TO PGW'S MOTION IN LIMINE 

OR, IN THE ALTERNATIVE, 
UEST FOR LEAVE TO RESPOND AND THE RESPONSE 
HE ANSWERS OF PICGUG, CEPA et aL, OTS AND O C ^ 

APR 1 0 200} 
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JD 
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CD 

'VJ 

Philadelphia Gas Works ("PGW") submits this general reply to the contentions and̂  

arguments in the Answers of Philadelphia Industrial and Commercial Gas Users CjroUp 7_ 
JO 
m ro 

("PICGUG"), CEPA et al.,1 the Office of Consumer Advocate ("OCA") and the Cgice oFFrial 

Staff ("OTS") (collectively, "other parties") to PGW's Motion in Limine,2 as well as a plea for 

quick action or, in the alternative, certification directly to the PUC. 

The other parties confuse the straightforward issue presented by PGW's motion by 

proffering an unconvincing interpretation of the clear, unambiguous legislative directives that 

-. : it 

Consumers Education and Protective Association (CEPA), the Association of 
Community Organizations for Reform Now (ACORN), Action Alliance of Senior 
Citizens of Great Philadelphia and the Tenants' Action Group (TAG) (collectively 
"CEPA") 

In the alternative, PGW respectfully requests leave to respond to the arguments of 
PICGUG, CEPA, OCA and OTS in answer to PGW's arguments in support of its 
motion. 

DSH:26795.3 



define the scope of this rate proceeding. The other parties' arguments also misapprehend the 

constitutional requirement of "just and reasonable" rates. 

The most important points are as follows: 

1. Section 2212(e) ofthe Public Utility Code ("Code") states explicitly as follows: 

Notwithstanding any provision of this title to the contrary, in 
determining the city natural gas distribution operation's revenue 
requirement and approving overall rates and charges, the commission 
shall follow the same ratemaking methodology and requirements that 
were applicable to the city natural gas distribution operation prior to 
the assumption of jurisdiction by the commission, and such 
obligation shall continue until the date on which all approved bonds 
have been retired, redeemed, advance refunded or otherwise 
defeased. (Emphasis added.) 

In PGW's view, no part of this statutory mandate is unclear or ambiguous. 

"Notwithstanding any provision of this title to the contrary," is quite clear: 

• "[T]his title" is "Title 66" ofthe Pennsylvania Consolidated Statutes, which 
comprises two parts — Part I is the "Public Utility Code," and Part II is reserved 
("Other Provisions"). 

• Therefore, any provisions of the Public Utility Code that are contrary to the 
Legislature's mandate in Section 2212(e) — that the PUC determine PGW's 
revenue requirement and overall rates and charges by "follow[ing] the same 
ratemaking methodology and requirements that were applicable to [PGW] prior to 
the assumption of jurisdiction by the commission" — are trumped by the 
legislative directive of Section 2212(e).3 

DSH:26795.3 

Section 2212(e) employs the same language in regard to the PUC's requirement to 
ensure that PGW charges and collects rates sufficient to satisfy its bond 
covenants. A similar rationale applies to the legislative directive in Section 
2122(s) that "[n]othing contained in this title shall be construed to abrogate or 
limit the executive or legislative powers of [PGW] to legislate or otherwise 
determine the powers, functions, budgets, activities and mission of [PGW], 
including, but not limited to, the ownership, governance, management or control 
thereof." 

-2-



The other parties read Section 2212(e) as if it states "Notwithstanding any provision of 

this title to the contrary, except sections [insert desired sections here]." For instance: 

• "Section 1301 must be balanced with the requirements of Section 2212 in order to 
ensure that PGW's customers are subject to rates that conform with aU of the 
requirements set forth in the Public Utility Code." PICGUG Answer at 5, ^[8. 
(This is illegal.) 

• "[T]he statute does not prohibit the Commission from superimposing traditional 
ratemaking methodology on top of the cash flow method." PICGUG Answer at 6, 
1(9. (This is untrue.) 

• "The Gas Choice Act may not be read to mandate that the Commission and the 
parties look only to the ratemaking methodology and requirements contained in 
the Gas Choice Act, 66 Pa. C.S. § 2201 et seg. in adjudicating PGW's base rate 
level." CEPA Answer at 6, T[4. (This is true only in the reverse!) 

• "[T]he Gas Choice Act cannot be read, as PGW claims, to mean that the General 
Assembly has established a "unique ratemaking scheme for PGW." CEPA 
Answer at 7, ̂ 4. (This is exactly what the General Assembly did!) 

• "[A] more appropriate reading of the [Gas Choice] Act, one which gives meaning 
to all provisions of the Act and the Public Utility Code, is that an approved PGW 
budget should be reviewed just as any other budget of a utility — budgets that are 
approved by a utility's Board of Directors - is reviewed." OCA Answer at 4,1|3. 
(Section 2212 explains which section has precedence.) 

• "[T]here is absolutely nothing in Sections 1301 and 1308 ofthe Public Utility 
Code that would suggest that the Commission is under an obligation to determine 
rates for a public utility on this basis of a budgetary process." OTS Answer at 4. 
(These sections are not applicable!) 

The phrase "notwithstanding any provision of this title to the contrary" obviously means 

that not all ofthe provisions of the Public Utility Code are applicable to PGW, including Code 

Section 1301 's "just and reasonable" requirement to the extent it authorizes a ratemaking method 

different from the one required by Section 2212(e). PGW understands, though, that this phrase 

does not and cannot exclude rates set in accordance with Section 2212(e) from the "just and 

DSI 1:26795.3 -3-



reasonable" constitutional requirement regarding confiscation.4 However, the other parties 

erroneously portray this overriding constitutional requirement as a "ratemaking standard" that 

justifies their attempts to require the PUC to set PGW's rates using ratemaking methodologies 

other than the one required by Section 2212(e).5 The United States Supreme Court has clearly 

rejected the idea that the constitutional requirement of "just and reasonable rates" allows a 

"piecemeal" examination of the "subsidiary aspects" of a State's chosen ratemaking 

methodology. Duquesne Light Co. v. Barasch. 488 U.S. 299, 313 (\9%9 .̂6 Instead, it is well 

settled that it is "the impact of the rate order which counts. I f the total effect of the rate order 

cannot be said to be unreasonable, judicial inquiry . . . is at an end." Duquesne Light, 488 U.S. at 

310 (quoting F.P.C. v. Hope Natural Gas. 320 U.S. 591, 602 (1944)). Duquesne Light makes 

clear that "the impact of certain rates can only be evaluated in the context of the system under 

which they are imposed." Id-? 488 U.S. at 314. The other parties' attempt to use the 

DSH:26795.3 

For this reason, PGW does not - as the OCA asserts - argue that the PUC "may 
not conduct any analysis of its own or make any determination of what level of 
rates is just and reasonable." OCA Answer at 3, ̂ 2. That is the purpose of rate 
setting, and the Legislature has detennined and directed with specificity what 
methodology will, in its judgment, produce just and reasonable rates for any city 
natural gas distribution operation, including PGW. There is not one "just and 
reasonable" rate. "Any rate selected which falls within the broad zone of 
reasonableness cannot be attacked as unconstitutional for being confiscatory [or 
excessive and extortionate]." Public Advocate v. Philadelphia Gas Comm'n. 674 
A.2d 1056,1061 (Pa. 1996) (quoting In re Permian Basin Area Rate Cases, 390 
U.S. 747, 770(1968). 

In F.P.C. v. Natural Gas Pipeline Co., 315 U.S. 575, 586 (1942), the U.S. 
Supreme Court held that "[t]he Constitution does not bind ratemaking bodies to 
the service of any single formula or combination of formulas." 

Note that the defendant in this landmark Supreme Court case was the 
Pennsylvania Consumer Advocate. 
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constitutional requirement of "just and reasonable" rates to force the PUC to evaluate the 

constitutionality of the rates it sets according to Section 2212(e),s required methodology is 

simply wrong7 and should be rejected.8 

2. The meaning of Section 2212(e)'s phrase "the same ratemaking methodology and 

requirements that were applicable to the city natural gas distribution operation prior to the 

assumption of jurisdiction by the commission" also seems very clear. It should be beyond 

dispute at this point that this phrase requires the use of the "cash flow" methodology based upon 

the budget approved by the Philadelphia Gas Commission ("PGC"): 

• The Management Agreement compelled the PGC to utilize the "cash flow" 
methodology in setting PGW's rates. PICGUG agrees (PICGUG Answer at 5, 
18); the PGC agrees (In the Matter of Philadelphia Gas Works' Proposed FY 1999 
Gas Cost Rate. Recommended Decision at 4 (November 18, 1998); and OTS 
agrees (OTS Main Brief at 3, R-00005654). 

• The Management Agreement was incorporated into and approved by an ordinance 
of Philadelphia City Council (No. 455 of 1972). (Management Agreement 
Ordinance). 

• An ordinance properly adopted by the Philadelphia City Council has the force and 
effect of a state statute. Public Advocate v. Philadelphia Gas Comm'n. 674 A.2d 
1056, 1061 (Pa. 1996). 

DSH:26795.3 

Duquesne Light makes clear that the evaluation of whether rates satisfy the "just 
and reasonable" constitutional requirement is a "judicial inquiry" rather than an 
administrative inquiry. 

The other parties' suggestions that the constitutional requirement of "just and 
reasonable" rates is concerned with the inclusion or exclusion in rates of 
particular items of expense or revenue was rejected in F.P.C. v. Hope Natural Gas 
Co.. 320 U.S. 591, 603 ("Nor is it important to this case to determine the various 
permissible ways in which any rate base on which the retum is completed might 
be arrived at.") and Duquesne Light, 488 U.S. at 310 ("[A] 11 ofthe subsidiary 
aspects of valuation for ratemaking purposes could not properly be characterized 
as having a constitutional dimension."). 
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The cash flow methodology obligated the PGC to set rates to cover an array of 
costs and expenses, including depreciation, retirement costs, all sinking fund 
charges payable for principal and interest on the City's gas works revenue bonds, 
capital additions, working capital, and an annual $18 million base payment to the 
City, and comply with the covenants of PGW's bonds issued in accordance with 
the First Class City Revenue Bond Act. Management Agreement Ordinance at 
Section VII, 11. 

The cash flow methodology has been held by the Pennsylvania Supreme Court 
and the Commonwealth Court to produce rates that are constitutionally just and 
reasonable and non-confiscatory. Public Advocate v. Philadelphia Gas Comm'n. 
674 A.2d 1056, 1061 (Pa. 1996) ("[I]t is presumed that rates set in accordance 
with the 1972 City ordinance . . . are constitutional"); Action Alliance v. 
Philadelphia Gas Comm'n, 406 A.2d 1155, 1158 (Pa.Cmwlth. 1979). 

The PUC has agreed to "comply with its statutory obligations under the Public 
Utility Code, including Section 2212(e)," and has acknowledged that its statutory 
obligations under Section 2212(e) are consistent with the "just and reasonable" 
constitutional requirement. February 22, 2001 Order approving Joint Petition for 
Full Settlement (Interim Base rate Proceeding) at 7-8; see August 17, 2000 Order 
Establishing Interim Rate Procedures at 10.9 

The PUC has certified to the Commonwealth Court of Pennsylvania that it 
understands and will abide by the limitations and restrictions placed on its 
ratemaking authority, and relied on the same in defending its newly acquired 
authority. See City Council of Philadelphia v. Commonwealth et al.. 34 M.D. 
2000. In its Brief in Opposition to Philadelphia City Council's request for a 
preliminary injunction, after citing its obligations under Section 2212(e), the PUC 
assured the Commonwealth Court: 

DSH:26795.3 

OCA particularly mischaracterizes the PUC's comments on the cash flow method 
in its November 22, 2000 Order on PGW's request for an interim rate increase. 
OCA Answer at 6-7,1 10. OCA suggests that the PUC completely rejected its 
obligation to apply the cash flow method, and that it is unreasonable to think that 
the Commission would assume a stance in this case that differs from its position 
in the interim case. Id However, the PUC made it abundantly clear that the 
"unique nature of this interim proceeding" was behind its position. November 22, 
2000 Order at 9. Indeed, the PUC indicated that it applied a modified "cash flow 
analysis" designed only to address PGW's short term cash and debt service needs. 
14 at 11. 
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Moreover, Act 21 [The Gas Choice Act] is explicit in its 
requirements that any rate changes allowed by the PUC may not 
adversely affect the revenue requirements of PGW . . . there is no 
evidence that the PUC will exercise this authority in a manner that 
will adversely affect the ability of the City to keep its bond 
covenants. To the contrary, Act 21 explicitly requires the PUC to 
rule upon rate increase requests in a manner that will serve to 
maintain a high level of protection to bondholders. 

Brief of Respondent Pennsylvania Public Utility Commission in Opposition to 
Motions for Preliminary Injunctions at 7-9. (Attached as App. A.) 

3. Finally, the other parties seem to forget that Sections 2212(e) and 2212(s) are the 

Legislature's directives, not PGW's, which are to be carried out by the Legislature's agent, the 

PUC, as an exercise of the Legislature's power to set utility rates.10 Section 2212(e) also requires 

the PGC, the PUC's statutory counterpart and legislative agency of the City of Philadelphia, to 

approve PGW's budget. Unlike the budgets of investor-owned utilities, PGW's budget is 

reviewed and approved in on-the-record public proceedings before the PGC." That is the forum 

to examine the reasonableness and prudence of PGW's budget expenditures, not the PUC's 

ratemaking process required by Section 2212(e). The ALJ should be aware that, in the 

previously referenced City Council litigation, the PUC endorsed this viewpoint to the 

Commonwealth Court, asserting that the Gas Choice Act "leaves the [PGC] in place and able to 

10 

DSH:26795.3 

The other parties' attempts to invoke the "purpose" of Section 2212(e) (PICGUG 
Answer at 5,1 8) and the "contemplations" ofthe General Assembly (OTS 
Answer at 3) in order to attempt to trump the explicit language of Section 2212(e) 
of the Code are clearly improper in terms of statutory construction and should be 
flatly rejected. See 1 Pa. C.S. § 1921(b) (clear and unambiguous words of a 
statute may not be disregarded under the pretext of pursuing their spirit). 

This undermines the OCA's assertion that the PUC should review PGW's 
approved budget "just as any other budget of a utility - budgets that are approved 
by a utility's Board of Directors - is reviewed." OCA Answer at 4,1(3. 
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exercise its previous functions regarding the PGW capital budget, management issues and 

operational issues." Brief of Respondent Pennsylvania Public Utility Commission in Opposition 

to Motions for Preliminary Injunctions at 13. (App. A hereto.) 

In effect, the other parties are saying that - as a matter of constitutional law - the 

Pennsylvania Legislature cannot require the use of a particular methodology, to the exclusion of 

all others, to set rates. As stated above, Duquesne Li ght makes clear that "the impact of certain 

rates can only be evaluated in the context of the system under which they are imposed." 

Duquesne Light. 488 U.S. at 314. In this rate proceeding, "the system under which [PGW's 

rates] are imposed" is - pursuant to Section 2212(e) - the "cash flow" method based upon the 

annual operating budget approved by the PGC. Rates set in accordance with that method, as 

embodied in the Management Agreement Ordinance, are presumed constitutional. Public 

Advocate. 674 A.2d at 1061. The other parties' attempts to widen the scope of this proceeding 

based upon the constitutional requirement of "just and reasonable" rates is simply wrong and 

should be rejected. 

Need For Immediate Resolution 

The other parties' answers show that substantial controversy on this issue continues, 

despite the Commission's acknowledgment of its obligations under Section 2212(e) in its 

November 22, 2000 Order approving the interim base rate settlement. The imminent hearings 

and PGW's financial condition make clear the need for immediate resolution of this issue by the 

Commission. If, by some happenstance, the Commission does not confirm the acknowledgment 

in its November 22, 2000 Order, the sooner all the parties know this, the better, so that sufficient 

time exists for the parties to take appropriate action. Therefore, PGW respectfully requests Your 

DSH:26795.3 "8-
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Honor to rule on PGW's motion in limine expeditiously and immediately certify the ruling to full 

Commission pursuant to 52 Pa. Code § 5.305 or, i f Your Honor deems it more efficient, to 

certify the question to the full Commission immediately without ruling. 

WHEREFORE, PGW respectfully requests that ALJ Cynthia Williams Fordham and the 

Commission provide the relief requested herein and in PGW's Motion in Limine. 

Respectfully submitted, 

Dated: April 6, 2001 

Daniel Clearfield, Esq. 
Kevin J. Moody, Esq. 
Mark S. Stewart, Esq. 
Wolf, Block, Schorr and Solis-Cohen LLP 
212 Locust Street, Suite 300 
Harrisburg, PA 17101 
(717) 237-7160 
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Bernard A. Ryan, Jr 
Small Business Advocate 

COJWONWEALTH OF PENNSYLVJ 

OFFICE OF SMALL BUSINESS ADVOCATE 
Suite 1102, Commerce Building 

300 North Second Street 
Harrisburg, Pennsylvania 17101 

(717) 783-2525 

(717) 783-2831 (KUC) 

A p r i l 10, 2001 

James J. McNulty, Secretary 
Pennsylvania Public U t i l i t y Commission 
Commonwealth Keystone B u i l d i n g 
P.O. Box 3265 
Harrisburg, PA 17105-3265 

Re: Pennsylvania Public U t i l i t y Commission v. 
Philadelphia Gas Works 
Docket No. R-00006042 
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Dear Mr. McNulty: 

Enclosed i s a c e r t i f i c a t e of service pursuant to 52 Pa. Code §5.412 ( f ) f o r 
f i l i n g the d i r e c t testimony of Brian Kalcic i n the above docket labeled OSBA 
Statement No. 1. 

I f you have any questions, please do not h e s i t a t e t o contact me. 

DOCUMENT S i n c e r e l y , 

Steven C. Gray 
Assistant Small Bu s Advocate 

Enclosure 
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CERTIFICATE OF SERVICE 

I c e r t i f y t h a t I am serving two copies of the d i r e c t testimony of Brian 
Kalcic, labeled OSBA statement No. 1, on behalf of the O f f i c e of Small Business 
Advocate i n the manner i n d i c a t e d upon the persons addressed below: 

Hon. Cynthia W. Fordham 
Ad m i n i s t r a t i v e Law Judge 
Pa. Public u t i l i t y Commission 
1302. Philadelphia State O f f i c e Bldg. 
Broaca' and Spring Garden Streets 
Philadelphia, PA 19131 
(215) 560-2105 
(215) 560-3133 - Fax 
(overnight mail 4/9/01) A n 

AHR -j 
Wendell F. Holland, Esquire 
Obermayer Rebmann Maxwell & Hippel 
One Penn Center - 19 t h Floor 
1617 John F. Kennedy Boulevard 
Philadelphia, PA 19103-1895- .. 
(215) 665-3000 
(215) 665-3165 (fax) 
(overnight mail 4/9/01) 

12001 

. l a m g , suite-atre 

Daniel C l e a r f i e l d , Esquire 
Alan Kohler, Esqui-re^ r \ \ \ 
Wolf, Block, Schota \&j S ^ l J 
Locust Court Builoing, Suite-£G>e 
212 Locust Street 
Harrisburg, PA 1' 
(717) 237-7160 
(717) 237-7161 (fax) 
(hand delivered 4/10/01) 

Walter W. Cohen, Esquire 
Obermayer Rebmann Maxwell & Hippel 
204 State Street 
Harrisburg, PA 17101 
{Philadelphia Gas Works) 
(717) 234-9730 
(717) 234-9734 (fax) 
(hand delivered 4/10/01) 

Tanya J. McCloskey, Esquire 
O f f i c e of Consumer Advocate 
555 Walnut Street 5th FL Forum Place 
Harrisburg, PA 17101-1923 
(717) 783-5048 
717) 783-7152 
(hand delivered 4/10/01) 

jfcharis M. Burak, Esquire 
'David M. Kleppinger, Esquire 
McNees, Wallace & Nurick 
100 Pine Street 
P.O. Box 1166 
Harrisburg, PA 17108-1166 
(717) 237-5368 
(717) 237-5300 (fax) 
(hand delivered 4/10/01) 

P h i l i p A. Berto c c i , Esquire 
Community Legal Services, Inc. 
1424 Chestnut Street 4 t h Floor 
Philadelphia, PA 19102-2505 
(CEPA) 
(215) 981-3702 
(215) 981-0435 (fax) 
(overnight mail 4/9/01) 

Jackie Sparkman, Esquire 
Bradford Stern, Esquire 
c/o Mondre Energy Inc. 
1601 Market Street, Suite 1750 
Phhiladelphia, PA 19103 
(School D i s t r i c t of Philadelphia) 
(215) 988-0577 
(215) 988-0579 (fax) 
(overnight mail 4/9/01) 



Johnnie E. simms, Esquire 
O f f i c e of T r i a l S t a f f 
Pa. Public U t i l i t y Commission 
P.O. Box 3265 
Harrisburg, PA 17105 
(717) 787-1976 
(717) 772-2677 (fax) 
(hand delivered 4/10/01) 

Craig A. D o l l , Esquire 
25 North Front Street, 2nd F l 
Harrisburg, PA 17101-1606 
(717) 230-9555 
(717) 230-9750 (fax) 
(hand d e l i v e r e d 4/10/01) 

Andrew Tubbs, Esquire 
Law Bureau 
Pa. Public U t i l i t y Commission 
P.O. Box 3265 
Harrisburg, PA 17105 
(hand delivered 4/10/01) 

Steven C. Gray 
Assistant Small Business AdvoAate 

Dated: A p r i l 10, 2001 



MCNEES, WALLACE & NURICK. ..: • / h l - r b f.) 
ATTORNEYS AT LAW 

01 APR 10 PH 2:23 
IOO PINE STREET 

P. O. BOX 1166 
HARRISBURG, PA 17108-1166 

TELEPHONE 1717> 2 3 2 - 8 0 0 0 
FAX (717)237-5300 

rA.f'.U.C. 
SECRETARY'S BUREAU 

http ://www. m wn. com 

CHARIS M. BURAK 

DIRECT DIAL: (717)237-5437 
E-MAIL ADDRESS; CBURAK@MWN.COM 

April 10, 2001 

VIA FACSIMILE AND FEDERAL EXPRESS 
Administrative Law Judge Cynthia W. Fordham 
1302 Philadelphia State Office Building 
1400 West Spring Garden Street 
Philadelphia, PA 19130 

Re: Pennsylvania Public Utility Commission v. Philadelphia Gas Works; 
Docket No. R-00006042 

Dear Judge Fordham: 

Enclosed please find two copies ofthe Direct Testimony of Richard A. Baudino on behalf of 
the Philadelphia Industrial and Commercial Gas Users Group ("PICGUG")'in the above-captioned 
proceeding. 

As evidenced by the attached Certificate of Service, all parties to the proceeding are being 
served with a copy of this document. 

DOCUMENT Very truly yours, 

MCNEES, WALLACE & NURICK 

By 
Charis M. Burak 

Counsel to the Philadelphia Industrial and 
Commercial Gas Users Group 

CMB/lhe 
c: James J. McNulty, Secretary (Transmittal Letter and Certificate of Service only - via Hand Delivery) 

Certificate of Service 

• COLUMBUS. OH WASHINGTON. D.C. 



CERTIFICATE OF SERVICE 

1 hereby certify that I am this day serving a true copy ofthe foregoing document upon the 

participants listed below in accordance with the requirements of Section 1.54 (relating to service 

by a participant). 

VTA HAND DELIVERY 

Johnnie Simms, Esq. 
Office of Trial Staff 
Pennsylvania Public Utility Commission 
The Commonwealth Keystone Building 
400 North Street 
Harrisburg, PA 17120 

Tanya McCloskey, Esq. 
Stephen Keene, Esq. 
Office of Consumer Advocate 
555 Walnut Street, Forum Place - 5lh Fl. 
Harrisburg, PA 17120 

Walter W. Cohen, Esq. 
Stephen W. W. Ching, Jr., Esq. 
Obermayer, Rebmann, Maxwell & Hippell 
204 State Street 
Harrisburg, PA 17101 

Steven C. Gray, Esq. 
Office of Small Business Advocate 
Suite 1102, Commerce Building 
300 North Second Street 
Harrisburg, PA 17101 

Daniel Clearfield, Esq. 
Mark S. Stewart, Esq. 
Wolf, Block, Schorr and Solis-Cohen LLP 
212 Locust Street 
Suite 300 
Llarrisburg, PA 17101 

#0/ 

VIA FACSIMILE AND FEDERAL EXPRESS 

Philip A. Bertocci, Esq. 
Community Legal Services, Inc. 
1424 Chestnut Street, 3"* Floor 
Philadelphia, PA 

Wendell F. Holland, Esq. 
Obermayer, Rebmann, Maxwell & 
Hippel, LLP 
One Penn Center - 19th Floor 
1617 John F. Kennedy Boulevard 
Philadelphia, PA 19103-1895 

Charis M. Buark 

Dated this 10 T H day of April, 2001, in Harrisburg, Pennsylvania. 



COMMUNITY 
"LEGAL SERVICES, I N C . # 

1424 Chestnut Street, Philadelphia, PA 19102-2505 
Phone: 215.981.3700, Fax: 215.981.0434 
Web Address: www.cisphila.org 

April 10, 2001 

By FAX and First Class U.S. Mail 

4$ 7̂  $01 
RECEIVED 

Ar'K t U 2001 

Honorable Cynthia Williams Fordham 
Administrative Law Judge 
Pa. Public Utility Commission 
Broad and Spring Garden Streets 
1302 Philadelphia State Office Building 
Philadelphia. PA 19130 

Re: Pa. Public Utility Commission v. Philadelphia Gas Works SECRETARY'S BUREAU 
Docket No. R-00006042 
(Permanent Base Rate Increase) 

Dear Judge Fordham: 

Please be advised that CEPA et al. will not be filing testimony in the above-
captioned matter. CEPA et al. reserve the right however to cross examine witnesses and 
fully participate in the evidentiary hearings in these proceedings. 

Copies of this letter have been served upon all parties as evidenced by the attached 
Certificate of Service. 

Vejy truly yours. ^ 33 
r 

PFIILIP A. BERTOCCI 
Attorney for CEPA et al. 

cc: Service List 
Joseph J. McNulty. Secretary 



# R-00006042 

CERTIFICATE OF SERVICE 

I hereby certify that I have this day served a true copy ofthe foregoing Motion 

upon the participants listed below in accordance with the requirements of § 1.54 (relating 

to service by a participant). 

Via First Class U.S. Mail, Postage Prepaid 

RECEIVED 
APR 1 0 2001 

Angela Jones. Esquire 
Office of Small Business Advocate 
Commerce Building. Suite 1102 
300 North 2n d Street 
Harrisburg, PA 17101 

Tanya Mc Closkey. Esquire 
Stephen Keene, Esquire 
Office of Consumer Advocate 
5'h Floor. Forum Place Building 
555 Walnut Street 
Hamsburg, PA 17101-1921 

Craig A. Doll, Esquire 
25 North Front Street, 2 n d Floor 
Harrisbura, PA 17101-1606 

Chans M. Burak. E ^ u K ^ J I ^MMlSS/Of 
McNees, Wallace, N u r i c l E C R E T A R r S BUREAU 
100 Pine Street 
P.O. Box 1166 
Harrisburg, PA 17108-1166 

Johnnie Simms. Esquire 
Office of Trial Staff 
PA Public Utility Commission 
901 N. 7Ih Street̂  Rear 
P.O. Box 3265 
Harrisburg, PA 17105-3265 

Daniel Clearfield. Esquire 
Wolf, Block. Schorr and Solis-Cohen 

LLP 
212 Locust Street 
Suite 300 
Harrisburg, PA 17101 



# 

Jackie Sparkman. Esquire 
School District of Philadelphia 
Office of General Counsel 
2130 Arch Street, 5th Floor 
Philadelphia, PA 19103 

Lance Haver 
6048 Ogontz Avenue 
Philadelphia, PA 19141 

Wendell F. Holland, Esquire 
Obermayer, Rebmann Maxwell 
& Hippel LLP 
One Penn Center, 19th Floor 
Philadelphia, PA 19103-1895 

Richard W. LeLash 
Financial and Regulatory Consultant 
18 Seventy Acre Road 
Redding, CT 06896 

Brian Kalcic 
Excel Consulting 
Suite 720-T 
225 S. Meramec Avenue 
St. Louis. MO 63105 

RECEIVED 

c 

PHILIP A. BERTOCCI, ESQUIRE 

Date: April 10.. 2001 

APR 'j u 2U01 

'A PUBLIC UTILIT Y COMM/SS/Of 

SECRETARY'S BUREAU 1 0 



Wolf, Block, Schorr and Solis-Cohen LLP 

212 l.ocusl Struel 

suiio :mo 
Harrisbura. I'A 17101 

T: 71 7 237 71til> 

F: 717 237 7 1 fi I 

www.woirhlnL'k.com 

DANIEL CLEARFIELD 

DIRECT DIAL: (7 I 7) 2 3 7 - 7 I 7 3 

E - M A I L : DCLEARFiELD@WOLrBLOCK.COM 

VIA HAND DELIVERY 
Johnnie Simms 
PA Public Utility Commission 
Office of Trial Staff 
Commonwealth Keystone Building 
400 North Street; 2nd Floor 
Harrisburg, PA 17120 

April 11,2001 

HT 

RE: Philadelphia Gas Works' Permanent Base Rate Filing, 
Docket No. R-00006042 

Dear Mr. Simms: 

Enclosed please find PGW's revised responses to the following OTS interrogatory: 

RS -21. 

Thank you for your attention to this matter. 

Sincerely, 

Daniel Clearfield 
For WOLF, BLOCK, SCHORR and SOLIS-COHEN LLP 

O • 
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/smw 
cc: Parties of record (w/encl.) 

Secretary McNulty (Certificate of Service only) 
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CERTIFICATE OF SERVICE 

I hereby certify that I have this day served a true copy of the foregoing document 

upon the participants listed below in accordance with the requirements of § 1.54 (relating to 

service by a participant). 

VIA FIRST CLASS MAIL &/OR HAND DELIVERY 
Johnnie Simms, Esq. 
Office of Trial Staff 
PA Public Utility Commission 
P.O. Box 3265 
Harrisburg, PA 17105-3265 
E-mail: Sirrimsif%)uc.state.pa.us 

Tanya McCloskey, Esq. 
Steve Keene, Esq. 
Office of Consumer Advocate 
5th Floor, Forum Place Bldg. 
555 Walnut Street 
Harrisburg, PA 17101-1921 
E-mail: TmcCloskeyfg.paoca.org 

Angela Jones, Esq. 
Office of Small Business Advoc. 
Commerce Building, Suite l j i | 
300 North 2nd Street 
Harrisburg, PA 17101 
E-mail: Aniones@state.pa.us 

Jackie Sparkman, Esquire 
School District of Philadelphia 
Office of General Counsel 
2130 Arch Street, 5th Floor 
Philadelphia, PA 19103 
Fax:(215)988-0579 

Charis M. Burak, Esquire 
McNEES, WALLACE, NURICK 
100 Pine Street 
P.O. Box 1166 
Harrisburg, PA 17108-1166 
E-mail: Churak(a),mwn.com 

Lance Haver 
6048 Ogontz Avenue 
Philadelphia, PA 191' 
(CEPA) 

Philip Bertocci, Esq. 
Community Legal Services 
1424 Chestnut Street 
Philadelphia, PA 19102 
Fax: (215) 981-0434 
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Richard Lelash 
Financial and Regulatory CdiftOItant 
18 Seventy Acre Road ^ 
Redding, CT 06896 
(OCA) 
E-mail: Lelash@.sprint.com 

^ig A. Doll, Esq. 
North Front St., 2Sd Flogs 

Harrisburg, PA 17lS-160^ 
E-mail: Cdoll76342^3ol.GO?n 

GO ^ 

co 

Brian Kalcic 
Excel Consulting 
Suite 720-T S rn 
225 S. Meramec Avenut 
St. Louis, MO 6?i05 
(OSBA) 
Fax: (314) 725-2022 

Richard A. Baudino 
J. Kennedy and Associates 
570 Colonial Park Dr., Suite 305 
Roswell, GA 30075 
E-mail: Rbaudinoiffi.ikenn.com 
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Larry Speilvogel 
203 Hughes Road 
King of Prussia, PA 19406 
(PICGUG) 

Wendell F. Holland, Esq. 
Obermayer, Rebmann Maxwell 

& HippeUjLP 
One Penn Center, 19th Fl. 
1617 John F. Kennedy Blvd. 
Philadelphia, PA 19103-1895 
E-mail: wfhfrt)obervmaver.com 

Dated: April 11, 2001 Daniel Clearfield, Esquire 
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Wolf, Block, Schorr and Solis-Cohen LLP 

2 12 Locusi Strecl 

.Suae 300 

Harrisburg. I'A 17101 

T: 7|7 237 71 BO 

¥: 7| 7 237 71 t i l 

www.wolfblock.com 

DANtEL CLEARFIELD 

DIRECT DIAL: (7 I 7) 2 3 7 - 7 I 7 3 
E-MAIL: D C L E A R F I E L D @ W O L F B L O C K . C O M 

VIA HAND DEI J VERY 
Johnnie Simms 
PA Public Utility Commission 
Office of Trial Staff 
Commonwealth Keystone Building 
400 North Street; 2nd Floor 
Harrisburg, PA 17120 

April 12,2001 

n 

RE: Philadelphia Gas Works' Permanent Base Rate Filing, 
Docket No. R-00006042 

Dear Mr. Simms: 

Enclosed please fmd PGW's response to the following OTS interrogatoiy: 

TRF-21(a). c 

Thank you for your attention to this matter. 

Sincerely, 
cri 
CD 

Daniel Clearfield" 
For WOLF, BLOCK, SCHORR and SOLIS-COHEN LLP 

/smw 
cc: Parties of record (w/encl.) 

Secretary McNulty (Certificate of Service only) 
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CERTIFICATE OF SERVICE 

I hereby certify that I have this day served a true copy of the foregoing document 

upon the participants listed below in accordance with the requirements of § 1.54 (relating to 

service by a participant). 

VIA FIRST CLASS MAIL &/OR HAND DELIVERY 

.. OCUH 
Johnnie Simms, Esq. 
Office of Trial Staff 
PA Public Utility Commission 
P.O. Box 3265 
Harrisburg, PA 17105-3265 
E-mail: SimmsjfStPuc.state.pa.us 

Tanya McCloskey, Esq. 
Steve Keene, Esq. 
Office of Consumer Advocate 
5th Floor, Forum Place Bldg. 
555 Walnut Street 
Harrisburg, PA 17101-1921 
E-mail: TmcCloskev6j>,paoca.org 

Angela Jones, Esq. 
Office of Small Business Advocate 
Commerce Building, Suite 1102 
300 North 2nd Street 
Harrisburg, PA 17101 
E-mail: AnionesfaJstate.pa.us 

Jackie Sparkman, Esquire 
School District of Philadelphia 
Office of General Counsel 
2130 Arch Street, 5th Floor 
Philadelphia, PA 19103 
Fax: (215) 988-0579 

Charis M. Burak, Esquire 
McNEES, WALLACE, NURICK 
100 Pine Street 
P.O. Box 1166 
Harrisburg, PA 17108-1166 
E-mail: CburakfaJmwn.com 

r 

r Lance Haver 
6048 Ogontz Avenue 
Philadelphia, PA 19141 
(CEPA) 

Philip Bertocci, Esq. 
Community Legal Services 
1424 Chestnut Street 
Philadelphia, PA 19102 
Fax: (215) 981-0434 

Richard Lelash 
Financial and Regulatory Consultant 
18 Seventy Acre Road 
Redding, CT 06896 
(OCA) 
E-mail: Lelash@sprint.com 

Craig A. Doll, Esq. 
25 North Front St., 2nd Floor 
Harrisburg, PA 17101-1606 
E-mail: Cdoll76342@aol.com 

Brian Kalcic 
Excel Consulting 
Suite 720-T 
225 S. Meramec Avenue 
St. Louis, MO 63105 
(OSBA) 
Fax: (314) 725-2022 

Richard A. Baudino 
J. Kennedy and Associates 
570 Colonial Park Dr., Suite 305 
Roswell, GA 30075 
E-mail: Rbaudinoffi.ikenn.com 

OLDER 

APR 16 2001 
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Larry Speilvogel 
203 Hughes Road 
King of Prussia, PA 19406 
(PICGUG) 

Wendell F. Holland, Esq. 
Obermayer, Rebmann Maxwell 

& HippelTLP 
One Penn Center, 19th Fl. 
1617 John F. Kennedy Blvd. 
Philadelphia, PA 19103-1895 
E-mail: \vfhfa).obervmaver.com 

Dated: April 12,2001 Daniel Clearfield, Esadire ' 
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