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ALLEGATION OR SUBJECT

COMPLATINANT STATES FARMER'S PRIDE SEEKS THE COMMISSION'S INVESTIGATION INTO
THE APPLICATION OF UGI'S GAS TARIFF, RATE IL, INTERRUPTIBLE SERVICE - SMALL
VOLUEM, ISSUED 8/14/00 ("RATE IS- SMALL") FARMER S PRIDE CONTENDS THAT THE
- APPLICATION OF THIS RATE IS NEITHER JUST NOR REASONABLE, & IS DISCRIMINATORY.
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- Re: Farmer’s Pride. Inc. -- Formal Complaint Apainst UGI Utilities, Inc.
Dear Secretary MeNulty:

Enclosed for ﬁ‘ling please find the original and three copies of a Formal Complaint of
Farmer's Pride. tn\, against UGI U'xlme% Gas Division.

Please contact me if you have any qu.&sticns concerning this filing.
Very truly vours,
- , ‘
Panshets Chostiimeen
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Marvbeth Christiansen
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MCKENNA LONG & ALDRIDGE LLP
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Tel: (610) 687-9750

FFax: (610) 687-9755

Attorney for Complainant

FORMAL COMPLAINT

Farmer’s Pride, Inc. (“Farmer’s Pride”) hereby files this Formal Complaint against UG

Uulities, Inc. (*UGI7).



L IDENTIFICATION OF THE PARTIES

A Complainant

I Farmer’s Pride, Inc
P.O. Box 39 - 154 West Main St. ' L : 3
Fredericksburg, PA 17026 ' S T
2. UGI Account No. 214 952 3497 06 oV £D 2006
B, Respondent , , R et hration
. » v feu ; ‘ o . {
1. UGI Utilities, Inc. - Gas Division Posiets

100 Kachel Blvd, Suite 400
Reading, PA 19612

. NATURE OF COMPLAINT AND STATEMENT OF FACTS

A. ’Natuifé of Complaint |

Farmer’s Pride seeks the Commission’s investigation into the application of UGI’s Gas
T’ariﬂ",_l’iaté IL, Interruptible Scr\?icc - Small Volume, issued August 14, 2000 (“Rate [S-Small”).
Farmer's Pride g’:;:)mends that the application of this rate is neither just nor reasonable, and is
discriminatory. Accordingly, the Commissioh has the authority to lower the rate as it applies to
Farmer's Pride as well as place parameters around its general application.

Rate 1S-Small is a negotiable rate that permits UGI to prqxride :inierru‘ptible nafural gés '
delivery Qervicu to smaller customers whb have the installed capacity to cansumé an alternative
fuel. The rate was designed and intended to permit UGH 1o retain smaller, ai}temazi ve fuel
capable customers, and to maximize its system throughput by allowing UG ié "‘“ﬂéx’}’ its rates
downward so that its delivery service rates could meet cbmpei'iti{’e fuel prices. Thus, the 'té.riff
allows UGI to “negotiate™ both the customer chargé and the comrhodily cbaige “based upon the
alternative fuels that the Customer has the economic capability of consuming, incl&sive of

business factors,”

b




Since the tragic evcnt§ of September 11, 2001, the price of ¢crude oil has cﬁmbed from
less than $25 per bbl o over $80 per bbl and now hovers betwccn $65 and $58 per bbl. The
price of crude vil, traded on the world market, to a very large extent ref.lgcts world events and

~political instability. This 1s known to traders as the *political risk premium™ and it accounts for
25% to 50% of the price of crude oil. Crude oil; products, particularly No. 2 fuel oil, reflect this
premium and have also clirhbed {o historically high levele  Wholesale or NYMEX fuel ol
prices range from highs‘of $2.25 per gallon to current ranges of $1.65.  In the last several
months, there has been approximately a $4.00 to $7.00 per MMBiu differential between the price
of No. 2 fuel oil delivered to a customer such as Farmer’s Pride’campared o the price of natural

- gas delivered o the UGH gas distribution system.,

‘Thus, with iimited exceptions since September 11, 2001, the high premium oﬁ the price
~ofNo.2 ‘fue[ oil has borne little relationship to supply and demand within the United States, and
during much of this period has not been an economically viable alternative to natural gas. This
represents a fundamental change in the relationship between fuels. In contrast to crude oil,
natural gz.xs, is traded principally on a domestic market and 1ts pricing bears little relationship. if
any, to the world price of crude oil. Asa resnlt, natural gas prices, due principally to large

inventories and the lack of summer hurricanes, have fallen to one-vear lows.

The current disparity between fuel oil and natural gas prices enables UGH Utilities to
reverse the intent and purpose of Rate IS-Small. Instead of a flexible rate that was designed by
UIG] to retain customers and maximize system throughput and revenue, UGI has turned the

concept on its head and now uses Rate 1S-Small to charge customers, such as Farmer’s Pride, as

high a price as it can get away with -- all the way to the very edge, or possibly in excess of its

LIFD Rate.
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In puim of fact, there are no “negotiations™ between the parties as required under the
tariff. There are no equalities in bargaining power between the utility and it‘ssmal}er delivery
SErVICE CUsStomers. Conscqﬁmntl‘y, there are no genuine discussions between UG and its
customer. There is no sharing of information used to by UG to derive jts offered rates. Tt
appears that UGI uses the most disadvamagéous analysis to a customer and only adjusts that
analysis yi‘f‘challangcd by a particularly knowledgeable customer. In addition, it appeurs ihat UGL
gives no recognition or credit for the cost of maintaining an alternative fuel system and for the |

necessary inventory of the alternative fuel that must be both mamntained and be utilized in the

event of an interruption. In short, customers are simply presented with their rates and told to

“take it or leave 117 - there are no negotiations.
~ Under Rate 1S-Smuall rate, UGI can use the “ncgotiable” terms (o exact commodity and
customer charges up 1o charges for finn service -- in the case of Fanner's Pride, the Large Firm

Delivery Service (LFD) rate, However, these rates are so dissimilar that they are discriminatory.

As its name implies, the LED rate is for firm deliyery servicék It requires a three year
c(>rmnilln,cnt and contains significantly different features and options. For example, the rate
permits U(ii to assign its firm upstream pipeiine capacity, if available, 1o the custaméx: The
LEDrae is also a ‘{vock‘r.ate so that usage in the higher blocks ean be sigrﬁﬁcantly lower than the

$2.25 rate imposed by UGI under the 1S-Small rate.

By contrast, the IS-Small rate requires an alternative fuel back-up system for the

customer's entire load and is a fully interruptible rate. A customer on this rate is subject to
unlimited interruption. During such interruptible periods, usually in the event of very cold
weather, the customer would be required to cither use its alternative fuel -~ at very high prices or

1o curtail its operations. Further, as a fully interruptible rate, UGI has excluded such customers



from its peak dav system design - a substantial benefit to UGI and to firm ratepayers. UGI is

thus free (o take such customers off its system to the benefit of its firm customer classes.
The 1S-Small rate states that

... service is available only to Customer loads with documented

installed capacity to consume an alternative fuel.

Service under this Rate is interruptible (emphasis provided) and
~ will be provided only when in the opinion of the Company there

are sufficient facilities and gas supply. Service under this Rate will
be interrupted during period of peak demand. (emphasis provided)

The Company maintains sole discretion to determine the
appropriate allocation of gas to Customers,

Regardless of flowing gas supply status, Customer may be
interrupted as a result of Company system physical constraints.

Thus, theré are significant and material ditferences in the level of service between the LED
rate and the 1S-Smiall rate - especially the fact that the [S-Small rate is fully interruptible, and as
such, the customer can be interrupted at any time during periods of peak demand. Further, to
qualify for the IS-Small rate, UGI may require Customers to fund the cost of a na.’turai gas
cm)’rie'ct‘ion to the i‘acility or alternatively UGT can take its capital costs into accouni when
determining its initial charges. 1n addition, alterative fuel capacity reqixires annual opération: and
‘ maimcnanée costs as well as maintaining some alternative fuel inventory. 'I‘herefpre, beca,,use ~
- udl fails 10 adequately discount Rate 1S-Small, it is inherently discriminatory and unjust yi’or UGl
to be permitied 1o chafge customers up to (or possibly gréaler than) the LFD rate for a distinctly

inferior level of delivery service.

To permit UGI to use the unfortunate events associated with Scptember 11, 2001 and the
resulting precipitous rise in world oil prices sustained by current political risk factors is patently

unjust and unreasonable, The relationship between natural gas and fuel oil is so disparate as to




no longer be a just and reasonable measure of alternatives - the purpose of the tariff has been
trustrated. UGI has wurned the original purposes of Rate 1S-Small on its head only to reap unfair
and windfall profits resulting from factors wholly unrelated to cither its cost of service or its

level of service. Under any circumstances, UGI should not be permitted to charee a rate wholly

unrelated to its cost of service.

B. Statement of Facts
Farmer’s Pride, founded in the mid-1890’s, operates a chicken processing plant in

Fredericksburg. Prior to 1997, Farmer’s Pride did not consune natural gas at all. Instead,

Farmer’s Pride used No. 2 fuel oil in its processing plant. In 1995, UGI extended its distribution

* system to Fredericksburg. At the time, UGI representatives approached Farmer’s Pride and

proposed building a short natural gas service line to its plant if Farmer’s Pride would switch from

Huel uil 1o natural gas ‘dc:'livery service, UGT offered Farmer's Pride a $.55 per Mcf delivery
service offer under Rate 1$-Small. Convinced by UGH that its natural gas deiive‘ry costs would
mw (and ‘compcﬁtive at the timé with fuel oil), Farmer’s Pride upgraded its burner train
to add a natural pas corhponent and signed a Rate 1S-Small service agreement for a three year

period.

Upon the expiration of the initial three-year service agreement, UGl and Farmér‘s 'P;i(ic
entered into a successive series of one year agreements. In 2001, the $.55 initial rate was
increased to $.85; For the next several years, the rate ﬂuctuated between $.50 anci $.80, butin
2004, the rate increased from $.50 to $1.10 and remained there until September 2006. T‘htis,

from the 1997 rate of $.55 to the present offer of $2.25, UGH's interruptible delivery service rate

has increased by 309% According to Bureau of Labor statistics, for this same period, the

Consumer Price Index increased by a accumulative 22%.
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In September 2006, UGI representatives told Farmer’s Pride that effective October 1,

2006 its new Rate 1S-Small delivery price would be $1.90 — an $.80 or 72% increase in Rate 15-

Small delivery charges. This rate was apparently based upon UGI's internal analysis of thc
difterential between No. 2 fuel oil and the price of natural gas. As far as Farmer’s Pride knows,
1o bther Factors were taken into account, UGH shared no cost information with Fénner”s Pride.
Most significantly, the pmpbsed rate apparently failed to take into account that Farmer’s Pride
has increased its consumption and that the facility’s usage has steadily increased from the initial

annual usage of 33,000 per Mcf and now approaches 65,000 Mecf per year, virtually a 100%

increase in consumption and thus revenue to UGH .

After Farmer’s Pride received the $1.90 rate proposal from UG, and believing such rate
wag neither just nor reasonable, Farmer's Pride drafied a formal complaint. Believing that it has
a good faith duty to share its concerns with UGI, Farmer’s Pride sent a draft copy of the

complaint to UGI to promote a discussion between the partes.

LGl however, refused lo engage in any discussion with Farmer’s Pride, and instead,

without explanation or negotiation, in mid-October, raised the rate from $1.90 10 $2.25. In

response, Farmer’s Pride sent UGI information showing that the relationship between natural gas

and fuel oil had, in fact, declined not increased during September and October 2006, UG],

however, refused (o acknowledge this information nor did it enter into any “negotiations.”
Instead, UGH simply reiterated that the one-year rate would now be $2.25 - “take it or leave it or

enter into a one-month rate of $4 45.

Simultancously as it was increasing the proposed rate, UGH informed Farmer's Pride that
it had conducted an inspection of Farmer’s Pride’s facilities and determined that certain roof top

heaters were not alternative fuel oil capable. UGH stated that it would require & new and separate

-7



meter for {irm natural gas service and that it would remove that portion of the non-fuel oil

capable consumption from the [S-Small rate.

A 105% increase in rates cannot be justified alone by the increase in fuel o1l prices during
the last 12 months. Farmer's Pride’s analysis of fuel oil prices shows that fuel oil pricés may
have ;1ctua[iy decreasedVin the last year. Thus, on its face, it is unjust and unreasonable to
increase Farmer's Pride rate bysuch an appalling amount. [t is similarly unjust to increase an

interruptible gas delivery service rate based upon either the commodity price of gas or oil --

without a reasonable nexus to the cost of providing interruptible delivery service.

fil.  THE COMMISSION HAS THE AUTHORITY TO LOWER THE RATE

Bven if UGI’s application of the 1S-Small rate tariff does nox; pef se, violate the precise
Iangﬁagc of the tariff, the Commission has the authority to examine the rate on two distinct
grounds: (1) the rate must be just and reasonable, and (2) the rate may not be un[awfully
di;criminalory. , |

A. UGs [’ropaseti [S-Small Rate Increase in Unjust and Unreasonable

Pursuant 1o § 1301 of the Public Utilities Code, “E[e]very rate made, demanded, or
received by any public utility, or by any two or more public utilities jointly, shall be just and
reéxsonzsblc. and in conformity with regulations or orders of the commission.” Farmer’s Pride
contends that taking advzmtagc of the increase in world oil prices to unilaterally raise natural gas
delivery service rates to virtually the same level as firm rates without a comparable tcvel of
desired service is both unjust and unreasonable. Farmer’s Pride further contends that the
‘reasonableﬁess standard requires that there be a demoristrated nexus between UGLs cost of

interruptible service and the rate charged and that UG should take into account the initial costs



allocated to the customer of constructing a natural gas connection to the facility along with
annual operation and maintenance costs as well as the inventory cost of the alternative fuel.
In addition, UGI's $2.25 Rate IS-Small charge (a 105% increase) to Farmer’s Pride

constitutes an excessive rate and accordingly presents UG with a significant increase in revenue,

Again, without a demonstrated relationship between the actual cost of providing interruptible -
transportation service to Farmer’s Pride, UGI will receive revenue well in excess of what would

be a fair return, - Such rates may therefore be lowered. Pennsylvania Petroleum Ass'n v.

Pennsylvania Power & 1ight Co., 412 A.2d 522 (March 20, 1980;.
Finle]y, the application the IS-Small rate constitutes a significant windfall to UGL As
such, 1t penalizes Farmer’s Pride at the expense of UGL. Generally, the requirement that utility

 rates be just and reasonable mandates that proposed tates do not unreasonably benefit utility’s

investors at expense of utility's ratepayers. Popowsky v. Pennsylvania Public Utility Com'n, 669

A.2d 1029 (December 22, 1995).

B. UGI’s Proposed 1S-Small Rate Increase is Discriminatory
§ 1304 of the Public Utilities Code states that:

No public utility shall, as o rates, make or grant any unreasonable
preference or advantage (0 any person, corporation, or subject any
person, corporation, or municipal corporation to any unreasonable
prejudice or disadvantage. No public utility shall establish or
maintain any unreasonable difference as to rates, either as between
localities or as between classes or service, '

tere, the unreasonable difference lies in imposing a “negotiated” rate that is virtually the

same, if not higher than, the LFD rate, but without the firm service and benefits inherent in firm
- service. As stated above, Rate 1S-Small, a one-year rate, is fully interruptible and requires

installed alternative fuel capacity while the LFD rate requires a three year commitrment, and

provides firm service. UGH’s industrial and commercial customer representative stated in

L9
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October to Farmer's Pfide that thé LFD rate for Farmer’s Pride ivc;’uid be approximately $2 25,
This 15 precisely the same rate UGI now offers Farmer’s Pride for Rate 1S-Small. Farmer’s Pride
contends that the difference in levels of service between this two rates is so significant that to
offer Farmer’s Pride $2.25 for the level of fully interruptible service constitutes an unreasonable
difference as to the two rates and thus is dismminawry. And even if the LFD rate is marginally
higher, Rate 1S-Small has not been sufficiently or reasonably discounted to reflect fvécre inherent
differences between fully interruptible and firm delivery service.

At is well established in Pennsylvania that “it is the public services commission’s duty to

see that gas rates are not only fair and just, but equal and without discrimination.” Henshaw v,

Fayette County Gas. Co., 161 A, 896 (July 14, 1932),

~ Thus, the Commission has the statutory authority m review the application of the 18-
Small rate o detcrmihe} at the very least: (1) whether such rate 1s just, reasonable and fair; (2)
“whether the rate proposed by U’GI to Farmer’s Pride is excessive; (3) whether the application of
the rate would result in an unfair return to UGI; (4) whether the application of the rate would
result in an unreasonable benefit to UGs investors;‘ or (5} whether the application of such rate

would unfairly penalize Farmer's Pride.

Pachees

TO I'TS COST OF SERVICE

IV.  UGP’S NEGOTIATED IS-SMALL RATE MUST BE REASONABLY RELATED

When setting rates, Section 1301 of the Public Utility Code, 66 Pa.C.S. § 1301, provides
that *[e]very 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.” The rate made is determined by two factors — what incrcase in revenues

over those produced by existing rates is needed (o pive the utility a fair rate of return and what

10~
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increased revenues are going to be allocated in the rates améng the various rate classes, i.e., the
rate structure. Rate classes are established by taking similarly sitvated customers with similar
characteristics as to the type ofsefvi’ce and the type and demand of service ’zmd rates that are
designed 1o recover the cost of‘serving that class. When a utility files for a rate increase, it must
file a cosboﬁservfce study assigning to each customer class a rate based upon operating costs

that it incurred in providing that service, 52 Pa.Code § 53.53. In sum, the rates must bear a

relationship to utility costs; a principle that the Commission clearly recognizes. Ild. See also,

Lloyd v. Pennsylvania Public Utility Commission, 904 A 2d, 1010, (Argued May 2006).

Furmer's Pride contends that, as a regulated utility, UGI’s Rate IS-Small must be

reasonably related to UGL's cost of service, Certainly, it is a well-established principal of public

utility law that rates, even negotiated rates, have some basis in cost of service, To permit UGl to
charge the absolute maximum rate under a so-called negotiable rate flies in the face of cost-hased
ratemaking.

V. A 105% INCREASE IN RATF!: IN ONE YEAR VIOLATES THE CONCEPT OF
GRADUALISM

The Commission has approved, in certain circumstances, the use of gradualism by

utilities to prevent rate shock. See, Shuron Steel Corporativn v. Pennsylvania Public Utility

Commiission. Although' generally employed by utilities to soften rates, Farmer's Pride asserts
that this principal should be applied in this case to prévcnt UG from imposing upon a customer
a 105% increase in rates in one year. Based upon the Comm:smon s inherent authority to
approve gradual rates and its corresponding interest in preventing rate shccks, the Commission

should, as an alternative remedy, order UG, to phrase in such increase in rates over a reasonable

period of time, such ag three years,

- 11 -



VL UGLHAS ENGAGED IN RETALIATORY PRACTICES FOR DRAFTING THIS
COMPLAINT

As set forth in the facts above, Farmer's Pride sent UGl a draft copy pf this complaint for -
the express purpose of engaging in a discussion concerning Farﬁxer’s Pride’s concerns over the
faimess in the rise in rates from $1.10 1o $1.90. Farmer’s Pride expressly asked that UGI
rcspbnd w the concerns and issues raised in its drafi complaint. Despite such requests, UGI
refused to respond or to engage in any discussion related to the complaiét. Instead, without

“nepotiation™ and without explanation, UGI raised the rate again, just one month later, from

$1.90 10 $2.25. Farmer’s Pride does not believe that such actions can possibly be justified by
changfes in natural gas and fuel oil prices in this one month period. Farmer’s Pride own analysis
that it sent to UGI showed that the differential betweén fuel oit and natural gas was as much as |
$2.00 higher in Septeniber than it was in October. Thus, Farmer’s Pride believes that the
evidence will show that the relationship betweén fuel oil prices and natural gas prices, in fact,

narrowed during this period.

In addition, it appears thal during October 2006, UGI conducted a surreptitious inspection
of Farmer’s Pride fucilities in Fredericksburg upon which it found several heaters at the plant
which allegedly a’re not duel fuel capable. UGI then demanded :h,é‘; Farmer’s Pride install a
second meter for firm deliveries of natural gaséand made its interruptible serviéa contingent on
prQ?iding a yet 1o be determined firm service rate with respect to the gas not subject to

alternative fuel capacity.

‘There can be no other explanation for increasing the rate from $1.90 to $2.25 or for the
sudden inspection of Farmer’s Pride’s facilities than the drafting of this complaint, This

constitutes pure retaliation on UGI’s part. If true, it is wholly contrary to the Commission’s

~12-
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policy of encouraging customers to file complaints if they think they have been harmed. Ithasa
'chviiling effect on the statutory right to complain. Further, UGI actions are contrary to the

principle of attempting to discuss rate concerns and settle issues with utilities. Farmer's Pride
believes that such actions, if true, are so egregious émd 50 apainst public policy that they aiané
constitute unclean hands giving rise té) equitable estoppel. Thus, relying upon its inherent
authority to prohibit unjust rates, UGI should be estopped by the Commissioh from raising its
cates from the 2005-2006 levels. Further, as permitied in the Rate 1S-Small tariff, UGI should be
‘ordered to provide interruptible service for that portion of Farrﬂer‘s Pride’s usage that apparently
- does not have alternative fuel seryice, provided that Farmer’s Pride certifies that it has firm

natural gas transportation to the UG citygate.

Vii. REQUEST FOR RELIEF

A. Request for Rate F r‘cézc

Farmer’s Pride hereby requests that the Commission order UGH o freeze its rate at the
$1.10 Jevel for IS-Small service pénding the resolution of this Complaint. To permit UGI to
impose a 105% ihcrease in rates to $2.25 while this Complaint is pending would impose an

undue hardship on Farmer’s Pride.

In addition, given the alleged retaliatory action taken by UGI against Farmer’s Pride for
filing this Complaint, Farmer’s Pride also requests that UGH provide all service at the IS-Small

rate pending resolution of the Complaint.

B. Request that the Commission Investigate UG Practices
Farmer’s Pride requests that the Commission investigate UGI's practices relating to this

Complaint, including but not limited to, whether UGI engaged in retaliation against Farmer's
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‘f’rizle for filing this C‘omplaim, whether UGH raised rates ai or near the levels of the firm LFD
rate, whether UGH inspectcd Farmer’s Pride’s facilities principally because Farmer’s Pride sent
UG a draft complaint, and whether UGI took other punitive actions that singled out Farmer’s
| Pride or its counse). Further, Farmer's Pride requests that the Commission investigate whether
UGl consistently applies the same analysis, and standards to all cusmvmers and whether UGL
reguiaﬂy inspects its customers alternative fuel f‘acilities and Whelher UG! requires that all
intercuptible customers be 100% alternative fuel capable. Finally, Farmer's Pride asks that the
Commission examine the reasonablencss of requiring that interruptible customers have installed
~alternative fuel capacity in light of the fact that na;ural gas can be firmly transported to the UGl

citygate in the exact same manner as UGL's transports firm gas for its firm service customers.

-G Request that the Commission Lower the 1S-Smalil Rate
Farmer’s Pride requests that the Commission lower the Rate 1S-Small charges to

Farmer’s Pride bonsistcnt with: (a) the origineﬁ intent of the rate; (b) UGI's actual cost of
providing interruptible natural gas delivery service; (c) the interruptible level of service provided
versus {irm service; (d)"the disparity between worl’d o1l prices and domestic natural gas prices;
{e) the inﬁcrcnt unfairness of using oil price increases to determine rates in the aftermath of
September kI ]}, 2001: (g) ratepayers” historic costs o t“instaﬂying alternative fuel ciipability and
current costs of operation, maintenance, and inventory; and (h) 1o reflect UGI's unclean hands

and discrimination against Farmer’s Pride.

D. Request for the Commission to Investigate UGI’s application of the 1S-Small
Rate ‘

Farmer’s Pride requests that the Commission examine the original Rate 1S-Small

proceeding to determine the stated intent of the rate, investigate the recent application of Rate

< 14-



[S-Small 10 other ratepayers to ascertain whether UGI has received an unreasonable revenue; and

examine the basis by which other ratepayers have been offered similar rates.

E. Request for Other Just and Reasopable Rate Relief
Farmer’s Pride requests that the Commission further order any rate relief or remedy that

is just and reasonable with respect to this Complaint.
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VERIFICATION

Llhnnosi&ﬁmMMKﬁa;mmTh%mumromemmﬂsHm&gkm”andanmnhﬁﬁwd
correct to the best of my knowledge, recollection, information, and belicf and I expest to be able
to offer proof’ of such fasts at a hearing held in this matter. T understand the stazermerts horein
are subject to the pensities of 18 Pa. C.S. §4904. .

o S

Bruno 8. Schmathofer

Wb
Dated this?h " day of Novghs

~ 16 -




 donwEaLTH OFPENNSYL\}/Q’IA :
PUC  PENNSYLVANIA PUBLIC UTILITY COMMISSION :
Ko b P.0. BOX 3265, HARRISBURG, PA 17105-3265 e

DATE SERVED: NOVEMBER 7, 2006
C-20067047

UGI CORPORATION
PO BOX 13009

READING PA 19612-3009 | {)C U M E NT
Dear SirfMadam: ’, | ‘ | FOL D E R

A camplaint has been filed against you before the Pennsy!vama Public Utility
Commission by FARMER'S PRIDE, INC.. To defend yourself against the claims stated in
the following pages, you must act within twenty (20) days by filing in writing with the
Commission, either, personally or through your attorney, your defenses or ebjections to
the claims stated against you. Or, you may satisfy the complaint by seftling the matter
with the Complainant and submitting proof of settlement to the Commission within twenty
{20) days.

IF YOU FAIL TO RESPOND WITHIN TWENTY {20) DAYS, THE CASE MAY GO

FORWARD iIN YOUR ABSENCE AND A JUDGEMENT MAY BE ENTERED AGAINST
YOU BY THE COMMISSION WITHOUT FURTHER NOT!CE

CUSTOMER OF A UTILITY

A payment schedule may be prescribed or a termination of utility services
may be authonzed You may lose money or property or other nghts important to
you. ;

COMPANY/UTILITY

; An Administrative Law Judge may revoke or suspend any certificate or
permit held by you, or impose a fine, or any other appropriate penalty or remedy
authorized by the Public Utility Code. You may lose money or property or other
rights important to you.

Detailed instructions on how to proceed are contained in the attached pages. You
are advised to read them carequy ~
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Unless you ate a corpofation or other organization, you may proceed without a
lawyer. However, if you want a lawyer and do not have one or cannot afford one, the
office listed below can tell you where you can get legal help:

Pennsylvania Lawyer Referral Service
Pennsylvania Bar Association

P.0O. Box 186

Harrisburg, PA 17108

(800) 692-7375

Very truly yours,
James J. McNulty

Secretary

jih
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BEFORE THE PENNSYLVANIA PUBLIC UTILITY COMMISSION

DATE SERVED: NOVEMBER 7, 2006

- FARMER'S PRIDE, INC.

Complainant | | fF OL D E R |

V. ’
Lo Complaint Docket
UG!I CORPORATION No: C-20067047
Respondent | ﬁﬁ @@‘ % {
| L‘ﬁ@

FORMAL COMPLAINT NOTICE TO RESPONDENT TO ANSWER OR SATISFY

TO: UGI CORPORATION
TAKE NOTICE:

That a complaint in the above entitled matter, of which the attached is a true and
correct copy, has been presented and filed of record with the Pennsylvania Pubtic Utility -
Commission. Section 702 of the Public Utlity Code, 66 Pa. C.S. Section 702, requires
the Commiission to serve on each party named in a complaint a copy of the complaint and
notice calling upon each party to satisfy the complaint, or to answer the same in writing
within a specified time; THEREFORE, , ~

1. You have twenty (20) days from the date on which this complaint is served to
either satisfy this complaint or to file with the Secretary of the Pennsylvania Public
Utility Commission, P. O. Box 3265, Harrisburg, PA 17105-3265, an answer (original
and three copies), in writing, under oath, which, as required by Section 5.61 of the
Commission's Rules of Practice and Procedure, 52 Pa. Code Section 5.61, either affirms
or specifically denies the allegations in this complaint.  You must also serve a copy of the
answer upon the complainant, The date of service is the mailing date as indicated by the
date at the top of this Notice. Section 1.56(a) of the Comm:ssmn s Rules of Practice and
Procedure, 52 Pa. Code Section 1.56(a).

2. f you fail to e;thec satisfy this complaint or to file answer or other responsive
plead ng within twenty (20) days, you will be deemed to have admitted all the allegations
in this complaint in accordance with Section 561 of the Commission's Rules of
Administrative Practice and Procedure, 52 Pa. Code Section 5.61. In that event, the
Commission may, without hearing, enter an order which either revokes or suspends any
certificate or permit held by you or which imposes a fine or any other appropriate penalty
or remedy authorized by the Public Utility Code, 66 Pa. C.S. Section 101, et seq.; and, if




you are a customer of a utility, an order may be entered which prescribes a payment

schedule or which authorizes termination of utility services. The Commission is not
limited to the relief sought by the complainant in paragraph 4 of the attached complaint.

3. 1f you elect to satisfy this complaint you must file, within twenty (20) days from
the date on which this complaint is served, affidavits execuled by each complainant that
this complaint has been satisfied. Such affidavits must describe the basis on which this
complaint was satisfied; any settlement agreement between the parties must be reduced
to writing and attached to the affidavit. Such affidavits are ta be filed with the Secretary of
the Commission at the address set forth in paragraph 1. Upon receipt of affidavits of
satisfaction from all complainants, this complaint may be dismissed by the Commission in
accordance with Section 703(a) of the Public Utility Code, 66 Pa. C.S. Section 703(a),
unless the Commission determines that such dismissal would be contrary to the public
interest, in which event the Commission may direct that hearings be held upon the
complaint. ;

- 4. If you file an answer which admits the allegations in this complaint, or which
fails to specifically deny the allegations in this complaint, the Commission may, without
- hearing, enter an order which either revokes or suspends any certificate held by you or
which imposes a fine or any other appropriate penalty or remedy authorized by the Public
Utilty Code, 66 Pa. C. S. Section 101, et seq.; and, if you are a customer of a utility, an
order may be entered which prescribes a payment schedule or which authorizes
termination of ulility services. The Commission is not limited to the relief sought by the
comp(amant in paragraph 4 of the attached complaint.

5. If you file a timely answer which specifically denies the allegations in this
complaint, or which raises material questions of law or fact, this matter shall be referred to
the Office of Administrative Law Judge for hearing and decision. If, after hearing on the
issues raised by that answer, you are found to have commifted any of the violations
alleged in the complaint, the Administrative Law Judge may render a decision which
either revokes or suspends any certificate or permit held by you or wnich imposes a fine
or any other appropriate penally or remedy authorized by the Public Utility Code, 66 Pa.
C. 8. Section 101, et seq.; and, if you are a customer of a utility, an order may be entered
which prescribes a payment schedule or which authorizes termination of utility services.
In the imposition of a penalty after a hearing the Administrative Law Judge is not bound
by the relief sought by the complainant in paragraph 4 of the attached complaint.

“‘%

James J. McNul ty
Secretary

(SEAL)

Certified Mail '
Returri Receipt Requested
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| McKenna Long S
Allgnls | &: Aldrldgem , San Diego

Denvar Autorneys st Law San Fanzisco
103 Angoles

‘ 28 South Waterloo Rd. » Suite 107 » Devon, PA 19333 f Washington, DC

Shiladephia , Tel: 610,687 9750 « Fox: 610.887.9755 Brussels
: www.mckennalong.com

MARYBETH CHRISTIANSEN R EMAIL ADDRESS

(610} 687-8631 ' d

mchristiansen @ mekennalong.com

November 13, 2006

| VIA UPS-NEXT DAY AIR ]RU B" Mk

Mr. James J. McNulty, Secretary
Pennsylvania Public Utility Commission
Commonwealth Keystone Building

| o FAPYBLIG
400 North Street ITY &
Harrisburg, PA 17120 T gﬁgﬁgféﬁ"ss%&isstem
Re: Ii:irmer 's Pride, Inc. - Motion to Appear Pro Hac Vice @ .
Gienhen K. Gardner and Alan R. Jenkins , ' o)

Dear Secretary McNulty:

Enclosed for filing, please find the original and three COplBS of the Motion 1o Appedr .
Hae Vice Stephen K. Gardner and Alan R. Jenkins.

Please contact me if you have any questloﬁs conceming the fi!ing.

Vcry truly yours,

Marybeth CW

MBC/mh
Enclosures
- ¢e; Mark Morrow, Esquire

Stephen Gardner, Esquire
AlanR.J enkins, Esquire
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COMMONWEALTH OF PENNSYLVANIA '/
BEFORE THE v/
PENNSYLVANIA PUBLIC UTILITY COMMISSION

FARMER'S PRIDE, INC,

)
)
)
Complainant, )
y
v, ) Docket No. C-20067047
)
UGI UTILITIES, INC,, y ,
Respondent. ) o ECE’ VE D
! NOV 13 2904
PAPYBLe

' oM
MOTION TO APPEAR PRO HAC VICE gg@ﬁg“’?ws Egﬁé”*Ss:sN

STEPHEN K. GARDNER AND ALAN R. JENKINS

Pursuant to 52 Pa Codé § 1.22 (b) and Pa. B. A. R. No. 301, the uhdersigned attomey
who 15 admitted to practice before the Supreme Court of Pennsylvania and who has entered her
| appearance in the above-designated matter on behalf of Complainant, Farmer's Pride, Inc.,
hereby moves for the admission pro hae vice of Stephen K Gardner, Esquire and; Alan R.
Jenkins, Esquire also of the firm of McKenna Long & Aldridge to appear and practice before
this Commission in the above-captioned matter.

As groﬁﬁds for this motion:

L M Gardm:r is duly licensed and admitted as member of the bar in good stzuiding
:Of the District of Commbia and the State of Califomia.

2. Thereare no disciplinary proceedings pending against Mr, Gardner as a member

of the bar of uny jurisdiction.



.
* % ‘ L] ; 9

3. Mr. Gardner has appeared before this Commission on several occasions, and will
be familiar with the rules of administrative practice and procedure of this Commission.

4. M, Gardner whose admission pro hac vice is hereby sought can receive
communications connected to the above-captioned matter via the following address and
telephone number:

Stephen K. Gardner, Esq.
McKenna Long & Aldridge LLP
1900 K Street, NW.
Washington, D.C, 2006

(202) 496-7661 (phone)

(202) 496-7757 (facsimile)

S. Mr. Jenkins is duly licensed and admitted as member of the bar in good standing
of the District of Columbia, the Commonwealth of Virginia, and the State of Georgia.

6. There are no disciplinary proceedings pending against Mr. Jenkins as a member
of the bar of any jurisdiction.

. Mr. Jenkins has recently appeared before this Commission, and will be familiar
with the rules of administrative practice and procedure of this Commission.

8. Mr. Jenkins whose admission pro hac vice 1s hereby sought can receive
communications connected (o the above-captioned matter via the following address and

telephone number:




Undersigned counsel will continue to act as counsel of record in the above-

captioned matter.

Alan R. Jenkins, Esq.

McKenna Long & Aldridge LLP
303 Peachtree Street, NE

Suite 5300

Atlanta, GA 30308

(404) 527-4642 (phone)

(404) 527-4198 (facsimile)

Respectfully submitted,
s

Marybeth S. Christiansen ‘
McKenna, Long & Aldridge, L L P.

28 Waterloo Drive, Suite 101

Devon, PA 19333

Tel: (610) 687-9750

Fax: (610) 687-9755

Counsel for Farmer’s Pride, Inc.

Pennsylvania Supreme Court
Identification No. 34357
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CERTIFICATE OF SERVICE -

1, Marybeth Christiansen, Esquire, attorney for Farmer's Pride, Inc , heleby certify that
caused a true and correct copy of the Motion to Appear Pro Hac Vice Stephen K. Gardner and
Alan R, Jenkins o be sent via First Class Mail, postage prepaid, on November 13, 2006 on the

fol !omng :

UGI Utilities, Inc, - Gas Division
100 Kachel Boulevard, Suite 400
Reading, PA 19612

Mark C. Marrow, Esquire
Senior Counsel '
UGI - Legal Department
460 North Gulph Road
King of Prussia, PA 19406

MCKENNA LONG & ALDRIDGE LLP

%%M

Marybcth S. C istiansen, Esquire

RECEIVEDR
NOV 1 3 90qg

PAPUBLIC 7y,




3 ¥ 2 LK :
’ P ‘ v ‘ UGt Uahives, Inc.
” f—, 450 Nartr Guiph Road -
_ ¥ing of Prussia. PA 19436

CUTHLIPEES INC

b AN AL : PostOﬂi:aanﬁSB '
- November 27, 2006 D Valey Feige, PA 19482 0B5B
: \ , / s' A 1610} 337 1030 "plephone
, ' ' {610)992-3758 fax

VIA EXPRESS MAIL B L -

James J. McNulty, Secretary
Pennsylvania Public Uulity Commission

Commonwealth Keystone Building s e B ER s,
400 North Street ' R @@%gﬂgg &
Hurrisburg, PA 17120 ~ R - 4
. NOV 2 82006

 Re: Farmer’s Pride, Inc. v. UGI Utilities, Ine., Docket No.C-20067047

Dear Secretary McNulty:

Enclosed for filing, please find an original and three copies of the Answer of UGI
Utilities. Inc. = Gas Division (o the formal complaint of Farmer's Pride, Inc. Copies of this
document have been served upon the persons indicated on the attached certificate of service.

Should you have any questions concerning this filing, please feel fiee to contact me.

Very truly yours,
/j 2%\, C %m
Mark C. Morrow

Counsel for UG Utilities. Inc. -
Gus Division




: , AT &)

BEFORE THE (“”'%‘g‘f’?fnf ‘aﬁ

PENNSYLVANIA PUBLIC UTILITY COMMISSION'/, gl?@ »

S ' ' /'22"(/&:?94,
FARMER’S PRIDE, INC. : , '
" ; @ OCKeTs
- UGH UTILITIES, INC. - : Daockat No, C-20067047 NOY g
GAS DIVISION : ‘ YV 28004

ANSWER OF ‘ B 1T IME
UGI UTILITIES, INC. - GAS DIVISION - QC U {\4 E NT
TO THE FORMAL COMPLAINT OF 1 ,_
- FARMER’S PRIDE, IN([',‘; i {- O L D E R

UGH Uiilities, Inc. - Gas Division (“UGI™), in accordance with the provisions of 52 Pa.
C‘oda §5.61, her‘c‘by submuits the following answer to the form’ai complaint of Farmer’s Pride, Inc
("Complainant™):

INTRODUCTION

Complainant is served undér the delivery service option of UGI's Rate 1S — Interruptible
Service m Smull Volume (“Rate IS*DSO"). a rate schcdulé that has been in effect on UGI's
system sinae at least the early 1980s. Under this rate, Complainant must have a documented and
installed alternate fuel capability that enables it to avoid using natural gas. When this
c:rc(tmst:mce ‘1s present, the Commission, through UGI’s Commission-approved interruptible
rate schedules, permits UGI to provide a discount from otherwise applicable firm rates to retain
load and obtain some contribution towards system costs,

UGLisa fe_ghlait&d natural gas diszribuziqn company whose rates are principally '
established in base rate prouccding& In buse rate proceedings, a revenue requirement to enable

UG to invest in and operate its system is determined initially, and rates. reflecting in pd& iR
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results of cést'of service studies, are then designed to recover this amount. In UGIs cost of
service studies almost all costs are assigned to firm rate schedules since, as a standard practice,
kUkGI does not design or construct its system to serve interruptible loads where customer demand
- and revenues are aneﬂain. HoWever, recognizing the system’constmcted to serve firm Idads
x‘hay' be used by interruptible customers during non-peak periods, the Commission has
determined that interruptible customers should contribute towards th“e cost of that system. The
Commission has, in past UGI base rate proceedings, accomplished this by reducing the revenue
requirement of UGI by an amount representing potential i nterruptibie sales (thereby l‘owenin g
firm service rates), and has placéd UGH at risk to recover this cr‘edit amount,

Compluinaﬁt made the economic decision 1o install cquipment th;}t can burn natural gas
in addition to oil, and has presumably benefited significantly from this decision by receiving
annual discounts from the rates it otherwise would have paid i’f it received service under a firm
transpontation rate schedule (which under current market conditions is a relatively small portion
ol its total energy bill), or by not burning apparently higher cost oil supplies. Complainant has
also presumubly benefited when buying natural gas supplies from its marketer(s) since annual
£as COsts are tower when gas does not have 1o be purchased duning the coldest weather
conditions.

The discounts Complainant has received have reflected the relative spread between the
price of gas and oil, and have 'bccn provided to encourage the use of natural gas over ol Ih:’:réb}‘
providing some contribution towards system costs. While these discounts may have been greater
wﬁcn the price spread between gas and oil was narrower, Conmlairiani is still r‘ecei’vikng a
d:scoum from what it would pay for othe’rw&se apphcabie firm retatl service, and potentially will

receive greater discounts in the future if the price spread between gas and alternate fuels narrows

Fad
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once more. Complamant presumably Also mﬁst also be receiVing savings as compared to its cost
of buming oil, o‘therwise, Complainant would use oil instead of natural gas.

If the Rate 1S-DSO rates Complainant has aceepted were not superior to available firm
- rate schedules or the cost of burning its alternate fuel, Compl‘ainam would picsumably reject the

| Rate 1S-DSO rates offered by UGI and exercise its available firm rate or fuel oil options. In‘steéd,
Complainant’s decision to accept the Rate IS-DSO rates pmffered by UGI shoWs that the Rate
1S-DSO Rates offered by UGH are better than Complainant’s alternatives énd that UGL is
properly maximizing Cdmplainant’s contribution towards the system costs to the benefit of firm
service customers within the parameters estabhshed by the Commission.
RESPONSE TO SPECIFIC AVERMENTS

L IDENTIFICATION OF THE PARTIES

A C‘omp[d:uam

It is admitted Complainant i’s Farmer’s Pride. Inc. and thaf Cﬂrﬂpiuinﬁn#‘g UGH Account
No. 15 214 952 3497 06

B. Rmpomler;t

It is admitted that the respondent is UGI.

It.  NATURE QF COMPLAINT AND STA’[‘EMENT OF FACTS
A. Nature of complaint
At is admitted that Complamant is currently served under Rate IS-DSO.
1t is denicd that Complainant’s Rate IS-DSO rates are unreasonable Cr_discﬁmmkaiory.
tis admitted, as explained in the mtmducuom that UGl may negotiate rate discounts for

Rate IS-DS0O customers to retain [oads on its system that might be lost to altemate fuels.




It is admitted that UGL's tariff permits UGI to negotiate discounts “based upon the
alternative fuels that the Customer has the 2conomic capablity of éonsunﬁng, i'nr:!usive of
related business factors.”

It is admitted that the price of oil and natural gas fluctuate in geher,al :md: with respect to
cach (Sther. UG has no knowledge as to Comp}ainam’s claims these fluctuations may relate to
the ﬁ\féﬂtS of September 11, 2001 or “political risk premiums,” ’and accordingl y strict proof
thereof is demanded. In general, however, the discount UGI is able to negotiate with a Rate 1S-
"'DSO customer is more dependent on the spread between gas and a!temativei fuel pnices, and not
upon whether o1l or gas prices are high or low when compared to some historical period.

It is admitted that recent spreads between oil and natural gas prices has been relatively
high by historical starid’ards, thereby enabling UGI to negotiate smallcf discounts to retain
interruptible foads. |

It is denied that UGI's recent ability to negotiate smaller discounts turns the concept of
retaining customers and ma’xivmizing system throughput “on its head”. On the contrary, the
provisions of Rate I$-DSO were specificatly intended to pérm,it the level of discounts to be |
adjﬁsicd‘up or down to reflect changes in the relative prices of gas und aiterate fuels. |

It is demed that Complm‘nant may be paying Rate I1S-DSO prices tn excess of what its
Rate LFD Rﬁté might be or that Rate LFD is the “oiherwisé applicable maximum charge for
setail service” referenced under’Rate IS-DSO.

It is denied that kthcre are no “r)egotiations” in setting rates under Rate IS-DSO or that
there are inequalities in bargaining power. The prices of alternate fuels aré gene‘rally well known,
are published m industry publications and are used by UGI in initially proposing Rate IS -DSO
‘prtices. It a particular customer has lower altemate fuel costs or other business conditions that

might cause 1t (0 not use natural gas and 15 willing to share that information, UG would nadurally
4



consider this information in order to retain the load on its system. If the customer has no such
special circumstance, however, there is no need for UGI to reduce its initial price offer. This
reflects the fact that customer has no special circumstances and has nothing to do with disparate
bargaining power. Indeed, since potential Rate IS~DSO customers have no obli gation to use gas
at all, they have the ultimate say as to whether or not they accept Rate 1S-DSO rates.

Itis dﬁnicd that that UGI could or would use a “disadvantageous rate analysis” or that
custorners requitfc any special knowledge. A customer only needs to know the costs of its natural
gas supply and aiternate fuel in deciding whether or not mvciuht:iﬁly accept a propoéed Rate IS-
DSO price.

It is denied that UGI does not consider the costs of maintaining an ah,ematé fuel
capability and associated fuel inventories 1n establishing Rate 1S-DSO prices. Hchver, these -
related business factors are only considered to the extent necessary 10 calculate a discount
sufficient to acquire or maintan a customer’s load on natural gas. |

It is denied that customers are presented with Rate 1S-DSO rates and told there can be no
negotiations, 1f a customer has information that would indicate that gas loads would not be
retairied unless a proposed Rate IS-DSO were lowered, UGI would have every incentive to
review such information i order 1o arttempt Lo retain system load. If a cusmmer'has no such
information, then it is the customer’s ‘factuul circumstances, and not UGI, that determines there is
no basis for further rate discounts. |

It is denied Complainant is required to accept the terms and conditions of Rate LFD,
including the threc;year teem commitment, Lo receive firm service, or that Rate LFD s the
“otherwise applicable maximum charge for retail service” referenced under Rate IS-DSO. By
way of further answer Cqmpi'mmnt would, for example, qualify to receive firm service under

Rate N (General Service - Non-Residential”) without any term commtment.
; ;
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1t 15 admutted that Rate IS-DSO is an imerruptible rate. It is admutted that when service is
interrupted a Rate 1S-DSO custorner may switch to its a’ltematé fuel or curtail its operaticin‘s( Itis
denied generally that a Rate 1S-DSO customer has to pay “very high prices” for its a,lternaﬁe fué]
when it is interrupted. Generally, as explained above, Rate IS-DSO service will be priced so that
tkhe cost of gas service is near, but slightly below, the cost that might cause a customer 10 switch
to its alternate fuel considering all related business factors. Moreover, Rate ISJ)SO‘ customers
- cun purchase and store altemate fuels in advance of an acujal mtermptitm date.

It is admitted that UGI excludes interruptible loads in planning to meet the peak day gas
requirements of 1ts firm service customers, but it 15 denied that this provides “a substantial
benefit o UG and to firm ratepayers” in thut the costs of meeting péak daﬁy requirements are
assigned to firm service cus(omérs, and not to interruptible cu;stomcrs‘

It1s adnutted that there are differences between Rate LFD and Rate IS~DSO.’1; is denied |
that Rate 1S-DSO rates ukre unduly discriminatory 1f, under certain conditions, these rates can
approach or exceed Rate LFD rates. Indeed, if Complainant believes that Rate LFD service is
SUpEnor m Rate 1$-DSO service, it is free to elect to receive service undcr Rate LED if it
qualifies fm’vthat rate. UG believes, however, and therefore avers, that Complainant has
concluded that service under Rate IS-DSO better meets 1ts needs. |

It 15 denied that because the pﬁce spread bétween ozlk and natural gas has widened, that
Rate IS-DSO raius have become unreasonable or have provided any “windf‘zﬂl," ‘

It is denied that Rate IS-DSO rates are unrelated to cost of service. By way of further
answer, firm service rates are detemnined by the Commission after considenng the resufts of cost
of sérvica studies. Rate [S-DSO rates in turn, are capped and can ot‘teb be si_gnificaﬁﬂy less. -
Stated another way. to the extent the applicable fimm service rate represents a fair ulloczﬁion of

system revenue requirements, Rate [S-DSO customers can pay ne more than their fairly allocated

6
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share of sysl;exﬁ revenue requirements, and will generally pay considerably less in light of ‘t‘heir
ability to use an alternate fucl,
B. Statement of Facts
It is adrmtted that Complainant operatesf a chickeﬁ process?ng plant, and was not a UGI
c;ust()mér prior to 1997, |
It is admitted that UGI extended its distribution facilities to Fredericksburg, Pennsylvania
in the mid-1990s, and offered natural gas service to Complainant, |
It is admitted that Complainant made the economic decision to insi;ﬁl natural gas service
without removing its ‘f uel o1l capability, and elected to receive natural gas distribution service
under Rate 1S-DSO.
It is admitted that rather than receive monthly pricing under Rate 1S-DSO. Complainant.
elected to accépt‘a three-year Rate ISJL)SO price of $.55/Mcf upon the miutiation of service under
Rate 1S-DSO.
It is denied that UGH represented that 1ts natural gas delivery rates under Rate 1S-DSO
“would remamn low.”
Itis :idn‘iittcd. thit C‘orﬁpiuinant elected, upon ihe expiration of the initial three-year
pri,cing agreement, o continue to recerve service under Rate [S-DSO.
1t is admitted that rather than receive monthly pn’ccs; Complainant eicm‘cd to reccivé.
éervice under successive one-year pricing agreements at rates that fluctuated based on the
| relative price spread between o1l and gzis at the time the pricing agreements were entered into.
| UGT has no specific knowledge of the movement éf the consumer price index during the
specified pertod, but would note that the‘consumcr price index bears no reiationship tothe

relative price spread between oil and gas.




It 15 admutted that UGI quoted C‘omplainam a one-year Rate [S-DSO price of $1.90 in
September of 2006. By way of further answer, this fate quote was based, in part, on assumptions
concerning Complainant’s existing oil inventories that UGI subsequently determined were in
nced of adjustment.

It is admitted generally that UGI did not share “cost infonnatioﬁ” with Complainant. By
way of further answer no such request was received from Complainant nor was Complainant
willing to present evidence that it would switch its load to an altématc fuel if a lower pxi’ce were
not offered.

It 15 denied th:it any increase in Complainant’s usage should be a factor in setting its Rate
IS-DSO rate, except to the extent its usage fcvel‘ would affect its costs of switching to an
alternate fuel. |

It is udmitted that Complainant responded by sending a draft formal complaint 10 UGL
By wauy of further answer this draft complaint did not contain any information indicating that

, Complainum’wou!d shift its load to oil if a lower Rate 1S-DSO price were not offered, and
~instead contwned compluints about the reasonableness of Rate 1S-DSO set forth in the current
formal complaint.

It 1 admutted that after UGLs initial oneuyear pnce quéte had expired, U(JI quo;tked ,
Complainant a one-year Rate 15-DSO rate of $2.25/Mecf in October of 2006 and informcd"
Complainant that the then current gu-month price was $4.45/Mcf. By way of further answer,
this revised price primarily reflected adjustments in certain assumptions concerning
Complainant’s fuel inventories.

li 1 adnitted that Complainant sent cenain information} concerning the relationship of oil
und gas prices to UGL By way of further answer this information did not convince UG that it

would have 1o decrease its latest Rate IS-DSO offer to retain Complainant’s load on natural gas.
| 8
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or that Complain;int was willing to sﬁare any information peniherit to the question of whether its
load would leave the UGI system if & lower price were not offered.

It is denied that UGI was unwilling to negotiate. In fact, Complainant failed to provide
information indicating that its load would be served by oil if the Rate 1S-DSO offer was not
lowered. The reasonableness of UGI's offer was confirmed when Complain'ant accepled it réthcr
than deciding to use oil, |

It is admitted that an inspection"of Complainant's facilities was conducted, and that a
portion of Complainant’s load did not qualify for interruptible service since certain roof heaters
and other recently installed eqﬁipmem did not have a documémﬁd ins‘talle‘d alternate fuel
’c‘upabﬂity, By way of further answer, such inspections are conducted routinely where, as here,
there is a significant increase in gz’s usage by an interruptible customer. It is admitted |
Complainant \&fas informed that this portion of its load wQuid have to be separately metered and
removed from inierrépttble service. |

It is dented that the increase in Rate IS-DSO rates was not justified by Complainant’s
alternate fuel economtcs or was otherwise unreasonable. UGI has no knowledge of an oil price
’;ma]ysis performed by Complainant or its consultants, 'r)m generally denies that the price of oil
determines Rate IS-DSO prices. Instead such pricing is primarily determined by the relative price
spread between oil and gas.

- lt1s denied that there is not a reasonable nexus between the cost of service and Rate IS«
DSO mleéj As explained above, the otherwise applicable firm rate establishes a reasonable
contribution towards system costs based on cost of service prikn(';ip[es, and intexruphblc

customers recerve a discount from this cost of service-based rate.

9
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il THE COMMISSION HAS THE AUTHORITY TQ LOWER THE RATE

The opening paragraph of Section III of the formal complaint is a conclusion of law 1o
which no response is required.
A. UGls Propc}sed I§-Small Rate Increase is Unjust and Lfrirer:.s'ariable,.
The provisions of Section 1301 of the Public Utility Code speak for 1henﬁelveé and no
further response is required.

Ttis 'deni:e‘dv that UGTI has taken adyamage of increases 1n oil prices. inste‘ad UGI’s Rate
1S-DSO rates are in conformance with the provisions of its tariff and reflect Complainant’s
alternate fuel cconomics and related business factors.

It is denicd that Rate 1S-DSO rates must contain a subsidy to reimburse Complamant for
its costs of installing or maintaining an altemate’ tuel capability or a connection to UGIs
drs’tri»bmion system.

| It is denied that the ’Ratc iS~bSO rate incré;xse accepted by Complainunt is not justified
simply because the relative pricé spread between oil ‘and gas prices has recently increased. If the
rate merease were not justified by C‘omplainani’s .alle‘maie fuel economics. then Complainant
wouldvnot have accepted 1lfié mté and would have instead bumned its alternate fuel.
| It is denied that charging an authonized tanff rate constitutes a “windfall.” It 1s denied that
the rates pdid by Complainant unreasonably benefit UGI investors.
| B. UGI’s Proposed IS-Small Rate Increase is Discriminatory

It is demied that UGI’s Rate IS-DSO rates are discriminatory.

Itis denied that Rate IS-DSO rates are discriminatory if they approach or eﬁceed Rate
LFD levels.

| The rmxxz;ini:rg averments of this pcmioh of the formal complaint are ﬁénclusmns of law

to which no response is required. By way of further answer, however. since Complainant is
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challenging an established rate previously reviewed and approved by the Commission, it bears

the burden of proof.

V. UGL’S NEGOTIATED IS-SMALL RATE M UST BE REASONABLY RELATED TO ITS

COST OF SERVICE
It is denied that Rate IS-DSO rates are not rea.éonabiy related to cost of service pﬁncipies.
Rarc 1S-DSO ';:ustpmé;rs use UGI’s distribution system on an interruptible baéisrand receive a
discount from otherwise aéplicablc firm rate schedules that reflect cost of service p‘rinciples.
The remaining averments of this portion of the formal comp’laim are conclusivnns of law

to which no response is required.

V. AJ10S% INCREASE IN RATES IN ONE YEAR VIQLATES THE CONCEPT OF

- GRADUALISM

Rate adjustments within taniff-authorized parameters are not general rate increascs to
which the concept of rate gradualism would apply.
The remaining averments of this portion of the formal complaint are conclustons of law

- to which no response is required.

| VI UGIHAS ENGAGED IN RE'}?XI.IA'['(?RY PRAC'T!C.‘ES FOR DRAFTING THIS
COMPLAINT
. As noted above, it is admitted that UGI's Rate 1S-DSO price quovvte‘ increased between
September and October of 2006 since its October offer corrected é.extafm assumptions about
| Complainant’s related business factors in estimating, Complan‘lyam's alternate fuel costs.
It is demed that UG did or could rciuliate against Comp’laman: since UGI is unable 1o
charge more‘ than what Com‘plmhant’s alternate fuel economics would justify; oth;.:rwx_se

Complainunt could simply rcfuse the offer and use its alternate fuel.



‘ ) | | ‘ ‘

It is admtted that Complainant sent a copy of a draft formal complaint to UGI However,
this complaint contained no information suggesting that UGI's estimate of Complainant's
alternate fue} economics was incorrect or that Cumplainam‘s load would shift to an ﬁlternate fuel
it UGI's Rzﬂc 13-D50 price quote were not lowered. UGI also did not believe that engaging in a
 legal debate would be productive.

It is admitted that UGI ébnducted ,zmr inspection of Complainant’s facili:ies and
discovered load that, consistent with the terms of UGI's taniff, did not qualify to receive scrviéc
‘under an :i’nterruptib}e rate schedule since a documented and installed alternate ﬁxei capability
was not present. [t is denied that t!ﬂis inspection was conducted in retaliation for Complainant’s
dralting of a formal complaint, | |
It is adnutted that UGl demanded that service not qualifying fory‘service‘ under
irztcn‘u;ﬁliblﬁ rate schedﬁlcs be separately metered and served under un upplicablke fxrm rate
schedule. |

Vil. REQUEST FORRELIEE

~The provisions of this portion of the formal complaint are request for relief 1o which nio
response 1§ required.

WHEREFORE, UGI respectfully requests that the complaint of Farmer's Pride, Inc. be
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dented.

Dated: November 27, 2006

Respectfully submitted,

Mark C. Morrow

(Attorney 1.D. No. 33590)

460 North Gulph Road

King of Prussia, PA 19406
Phone: 610-768-3628

Fax:  610-992-3258

E-mail: morrowm@ugicorp.com

David B. MacGregor

(Attorney 1.D. No.38804)

Post & Schell, P.C.

Four Penn Center :

1600 John F. Kennedy Boulevard
Philadelphiy, PA 19103-2808
Phone: 215-587-1197

Fax: 215-320-4879

E-matl: dmacgregor@postschell.com

Anthony D. Kanagy
(Attorney 1.D. No. 85522)
Post & Schell. B.C.

17 North Second Street

12" Floor

Harrisburg, PA 17101-1601
Phone: 717-731-1970

CFax: 717-7531-1985

E-mail:akanagy@postschell.com

Counsel for UGH Utilities, Inc. ~ Gas Division



VERIFICATION

Peter G, Terranova, deposes and says that he is Vice President - Operation for UGI Utilities,
Inc.; that he is duly authorized to and does make this verification on its behalf; ihat the facts set forth
in the foregoing affiliated interest filing are true and correct to the best of his knowledge
information and belief, and that this Affidavit is made subject to the penalties of 18 Pa.C;S* §4904

(relating to unsworn falsification to authorities).

/)c“}'c’;f 6 “j‘é,/KQAdvq

Peter G. Terranova

D2 e,




BEFORETHE
PENNSYLVANIA PUBLIC UTILITY COMMISSION

FARMER’S PRIDE, INC.
A

UGI UTILITIES, INC. - . Docket No. C-20067047
GAS DIVISION ; |

CERTIFICATE OF SERVICE
I hereby certify that [ have, this 27th day of November, 2006, served a true and correct
copy of the foregoing document in the manner and upon the persons histed below in accordance

with requirements of 52 Pa. Code §1.54 (relating to service by a participant):

YIA FIRST CLASS AND ELECTRONIC MAIL: ‘ [@N
sy ,'f/::ﬁ "y #

rrvhimtb e et \ , Sl S
Marybeth Christiansen, Esqg. ‘ TRV
McKenna Long & Aldridge, LLP , Noy o “*KL\)
28 South Waterloo Road, Suite 101 % p m
Devon, PA 19333 PBue g
mchristiansen@mckenpalong.com ' “‘*CHEJA /’,f' COtge

Mark C. Morrow
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‘»”’“N“‘xn | : B , : '
WELBw : CO’IONW EALTH OF PEN NSYLVA‘

PUﬁ | PENNSYLVANIA PUBLIC UTILITY COMMISSION |
3.5 Office of Adminisirative Law Judge | N REPLY PLEASE
i P.O. BOX 3265, HARRISBURG, PA 17105-3265 R RO

December 4, 2006
In Re: C-20067047

(SEE ATTACHED LIST)

Farmer's Pride, Inc. v. UG ¥%ilities, Inc.

Complaint Against Existing Rate

Hearing Notice

This is to inform you that a hearing on the above- captwoned
case will be held as follows:

Type: Initial Hearing

ome ey, Fooary 5, 207 oS UMENT
Time: 10:00 a.m. k | FOLDER '

Location: In an available hearing room
Philadelphia State Office Building
Broad and Spring Garden Streets
Philadelphia, PA 19130

Presiding: Administrative Law Judge Charles E. Rainey, Jr.
1302 Philadelphia State 0ffice Building
1400 West Spring Garden Street
Philadelphia, PA 19130 '
Telephone: 215-560-2105

Fax: - 215-560-3133 ltg:yzz;

u;%<gggzg§§E§?T§§E§§);

)
DEC 1 4 2006

#389691 rev 1103




Attention: VYou may lose the case if you do not come to this
hearing and present facts vn the issues raised.

If you intend to file exhibits, 2 copies of all hearing
exhibits to be presented into evidence must be submitted to the
reporter. An additional copy must be furnished to the Presiding
Officer. A copy must also be provided to each party of record.

Individuals representing themselves do not need to be
represented by an attorney. All others (corporation,
partnership, association, trust or governmental agency or
subdivision) must be represented by an attorney. An attorney
representing you should file a Notice of Appearance before the
scheéuled hearing date.

If you are a person with a disability. and you wish to
attend the hearing, we may be able to make arrangements for your
special needs. Please call the scheduling office at the Public
Utility Commission at least (2) two business days prior to your
hearing: ‘ o

e Scheduling Office: 717-787-1399
o AT&T Relay Service number for persons who are deaf or
hearing-impaired: 1-800-654-5988

pc: Judge Rainey
Stacy Nolan, Schedu11ng Offwcer
Beth Plantz
Docket Section
Calendar File

#1899t rev 11703



UGt Utities tne.
450 North Guiph Road
King of Prussis, PA 19405

* Post Office Box 858
Valley Ferge, FA 194820858

{610}.337-1000 Telephone
IGIO) 997232585 Fax

UFFEIEIES ) INE.

December 12, 2006

VIA EXPRESS MAIL

James J?’. ‘MCNulyty, Secretary ; RECE’VED - 00

“Pennsylvania Public Utility Commission o ; C{] y
Commonwealth Keystone Building DEC 12 2006 ﬁ@{ , %4/
400 North Street OV

Harmisburg, PA 17120 | ~ Fap g& g MISSION £/?
msburg. PA 17120 BECRERTY OHed
Re: Farmer’s Pride, Inc. v. UGI Utilities, Inc., Docket No.C-20067047
Dear Secretary McNulty:

On Noverhbcr 27, 2006 UGI Utilities, Inc. — Gas Division filed an answer to the aboi'e~
captioned formal complaint of Farmer’s Pride, Inc. with a verification that con'mined a signature
- authorized by the verifying party, but not physically signed by him. In réSpo‘nse o concems
: ,’expressed by Farmer’s Pride, Inc., | am now submitting an original and ,threc' copies of a
verification that was 'physically signed by the veri Fying party.

Should you have any questions concerning this filing, please feel free to contact me.

Very truly yours,
Mdrk C Morrow

Counsel for UGI Utilities, Inc. ~
Gas Division

cc: D,MacGregor
A.Kuanagy



VERIFICATION

| P‘eler G. T efrz’mova, deposes and says that he is Vice President - Operation: fof.UGI Utilities,
_'Ihc : that he is duly authorized to and does make this verification on its behalf. that the facts set forlh "
in the forcgomg afﬁhatcd interest filing are true and correct to the best of his knowledge
mfbrmauon and belief, and that this Affidavit is made subject to the penalties of 18 Pa.C.S. §4904

(relating to unsworn falsification to authorities).

@ﬁ AN (e/mcwm

Peter G. Terranova

RECEIVED
 DEC12 2008

R g




® ®
BEFORETHE RECE!VED

PENNSYLVANIA PUBLIC UTILITY COMMISSION
| DEG 12 2008

- FARMER'S PRIDE, INC. T A BUELE L1
; ; | 2 T *fgéo’MMfssxou
v. o . g?%&é‘%w BUREAY
UGI UTILITIES, INC, - . Docket No. C-20067047

GAS DIVISION

CERTIFICATE OF SERVICE
1 hereby certify that I have, this 12th day of December, 2006, served a true and correct
copy of the foregoing document in the manner and upon the persons listed below in accordance

with requirements of 52 Pa. Code §1.54 (relating to service by a participant):
VIA FIRST CLASS AND ELECTRONIC MAIL:

Marybeth Christiansen, Esq. ‘ The Honorable Charles E. Rainey, Jr.

Stephen K. Gardner, Esq. Pennsylvanig Public Utility Commission
Alan R. Jenkins, Esq. 1302 Philadelphia State Office Building
McKenna Long & Aldridge, LLP 1400 West Spring Garden Street ‘
28 South Waterloo Road, Suite 101 Philadelphia, PA 19130

Devon, PA 19333 crainey@state.pa.us

mchristiansen@mckennalong.com
sgardner@mckennalong.com
ajenkins@mckennalong.com

Mark C. Morrow




