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OPINION AND ORDER


2

BY THE COMMISSION:

Before the Pennsylvania Public Utility Commission (Commission) for consideration and disposition are the Exceptions of the Office of Consumer Advocate (OCA), filed on August 2, 2021, to the Recommended Decision (Recommended Decision or R.D.) of Administrative Law Judge (ALJ) Emily I. DeVoe, issued on July 22, 2021, in the above-captioned proceeding initiated by Columbia Gas of Pennsylvania, Inc. (Columbia or the Company).  On August 9, 2021, Columbia filed Replies to Exceptions.

Also, before the Commission for consideration and disposition is the Joint Petition for Partial Settlement of the Section 1307(f) Rate Investigation (Partial Settlement), filed on June 24, 2021, by Columbia, the OCA, and the Commission’s Bureau of Investigation and Enforcement (I&E) (collectively, the Joint Petitioners), with regard to the Company’s annual adjustment and reconciliation of its natural gas cost recovery rates that was filed pursuant to Section 1307(f) of the Public Utility Code (Code), 66 Pa. C.S. § 1307, to become effective October 1, 2021.  Columbia, the OCA, and I&E each submitted Statements in Support of the Partial Settlement, which were included with the Partial Settlement as Attachments A, B, and C, respectively.  On June 24, 2021, a separate letter of non-opposition to the Partial Settlement was filed by the Office of Small Business Advocate (OSBA).  

For the reasons discussed below, we shall:  (1) approve the Parties’ Settlement, without modification, as in the public interest; (2) deny the OCA’s Exceptions; and (3) adopt the ALJ’s Recommended Decision, consistent with the discussion in this Opinion and Order.  

[bookmark: _Toc523916364][bookmark: _Toc523916401][bookmark: _Toc523916564][bookmark: _Toc523916601][bookmark: _Toc523916712][bookmark: _Toc397591036][bookmark: _Toc48749289][bookmark: _Toc80611256]Background

Columbia is a public utility and natural gas distribution company (NGDC) which provides natural gas distribution, sales, transportation and/or supplier of last resort services to approximately 436,000 customers in portions of twenty-six counties of Pennsylvania.  See Partial Settlement at 1-2.

[bookmark: _Hlk79211541][bookmark: _Hlk79210994]As discussed below, the genesis of this proceeding is Columbia’s 2021 Annual Purchased Gas Cost (PGC) filing made on April 1, 2021, pursuant to Section 1307 of the Code, 66 Pa. C.S. § 1307.  In its PGC filing, Columbia proposed a gas cost rate to become effective on October 1, 2021, of $0.50703 per therm.  See Columbia St. 2 at 3; Columbia St. 3, Exh. NP-3 at 13.  

In this proceeding, the Parties undertook settlement discussions and, as a result, a settlement in principle of all but one issue was achieved.  As discussed, infra, the single issue reserved for litigation in this proceeding is whether Columbia’s methodology for calculating the Elective Balancing Service (EBS) Option 1 for General Service transportation customers should be modified as proposed by the OCA.  The gas cost rate proposed by the Joint Petitioners in the Partial Settlement is $0.50703/Therm.  See Partial Settlement at 3-4.
 
[bookmark: _Toc48749290][bookmark: _Toc80611257]History of Proceedings
	
On March 1, 2021, Columbia submitted its pre-filing information in support of its annual PGC filing to the Commission, pursuant to 52 Pa. Code §§ 53.64 and 53.65 (2021 PGC Pre-filing).[footnoteRef:2]   [2:  	Columbia filed its 2021 PGC Pre-filing through the Commission’s eService capabilities because, on or about March 16, 2020, the Commission’s offices were closed due to the Coronavirus pandemic (COVID-19 pandemic).  All service and filing of documents by the Parties and by the Commission occurred electronically during the pendency of this proceeding.  ] 


On March 2, 2021, I&E entered a Notice of Appearance.  On March 17, 2021, the OCA filed a Notice of Appearance and Formal Complaint at Docket No. C-2021-3024643.

On March 22, 2021, the OSBA filed a Notice of Appearance.  On March 23, 2021, the OSBA filed a Formal Complaint at Docket No. C‑2021‑3024762.

On April 1, 2021, Columbia filed with the Commission its definitive PGC filing, which included, inter alia, Columbia’s Direct Testimony, Exhibits, and Supplement No. 327 to Tariff Gas of Pa. PUC No. 9 (2021 PGC Filing), reflecting actual and projected changes in natural gas costs and other tariff changes.  In its 2021 PGC Filing, Columbia proposed, inter alia, a PGC rate for gas supplied to sales customers of $0.50703 per therm for service rendered on and after October 1, 2021 through September 30, 2022.[footnoteRef:3]  Columbia St. 3, Exh. NP-1 at 13. [3:  	The proposed rate of $0.50703 per therm is an increase of $0.12191 per therm from the Company’s existing rate of $0.38512 per therm.  Partial Settlement at 2.] 


[bookmark: _Hlk79224442]A telephonic prehearing conference was held on April 6, 2021, during which counsel for Columbia, I&E, the OCA, and the OSBA appeared and a litigation schedule and rules for discovery were established.  Consequently, on April 6, 2021, ALJ DeVoe issued a Prehearing Order which confirmed the litigation schedule and consolidated the OCA’s and the OSBA’s Complaints with the rate case initiated by Columbia’s PGC filing, at Docket No. R-2021-3024349.  

On May 4, 2021, the OCA served Direct Testimony and Exhibits.[footnoteRef:4]  I&E and the OSBA did not serve direct testimony.[footnoteRef:5]  On May 21, 2021, Columbia served Rebuttal Testimony and Exhibits.  On May 28, 2021, the OCA served Surrebuttal Testimony. [4: 	The OCA’s Direct Testimony did not address any other components of Columbia’s PGC filing beyond the one litigated issue discussed herein.  R.D. at 3.]  [5: 	As noted, supra, Columbia’s PGC filing included Columbia’s Direct Testimony and Exhibits. ] 


On May 26, 2021, Columbia filed a Motion for Protective Order.  On May 28, 2021, in accordance with Columbia’s request, ALJ DeVoe issued a Protective Order.  

ALJ DeVoe had scheduled telephonic evidentiary hearings to be held on June 2, 2021 and June 3, 2021; however, prior to the start of the evidentiary hearings, the Parties undertook settlement discussions and, consequently, a settlement in principle of all but one issue was reached.  The issue reserved for litigation is whether Columbia’s methodology for excluding the cost of incremental capacity acquired to provide EBS Option 1 for General Service transportation customers from PGC rates should be modified as proposed by the OCA.  R.D. at 3

On June 3, 2021, Columbia filed correspondence with the Commission, notifying the Commission that the Company discovered errors in Columbia Exhibit 5, Sheets 10-11 and Columbia Exhibit 15, Sheet 2, included with its pre-filing information.  Columbia further notified the Commission that it discovered errors in Columbia Exhibits TMM-1 and TMM-2, included with the Direct Testimony of Tina Monnig in Columbia’s 2021 PGC Filing.  Columbia noted that it provided corrected copies, including clean and redline versions, of Columbia Exhibits 5, 15, TMM-1 and TMM-2, adding that Columbia intends to provide clean versions of the Exhibits for the record in this proceeding.  R.D. at 4.

On June 3, 2021, an evidentiary hearing was held.  Columbia, I&E, the OCA, and the OSBA were represented by their respective counsel at the evidentiary hearing, and Columbia and the OCA each made their witnesses available for cross-examination.  R.D. at 4; Tr. at 22-24.  During the hearing, the Parties agreed to waive cross-examination and Columbia and the OCA each moved to have their witnesses’ testimonies and exhibits entered into the record.  As there were no objections, the testimonies and exhibits of Columbia and the OCA were admitted into the record.  R.D. at 4; Tr. at 38-41, 47-48, 52, 57. 

On June 17, 2021, Columbia and the OCA filed Main Briefs addressing the remaining issue in dispute regarding the OCA’s proposal to modify the exclusion, from PGC costs, the cost of incremental capacity obtained to provide EBS Option 1 for General Service transportation customers.  On June 24, 2021, Columbia and the OCA filed their respective Reply Briefs.

As noted, supra, on June 24, 2021, the Partial Settlement was filed by the Joint Petitioners, which included Statements in Support of Settlement submitted by Columbia, the OCA, and I&E, as Appendices A, B, and C to the Partial Settlement, respectively.  On June 24, 2021, the OSBA filed correspondence indicating its non-opposition to the Partial Settlement.

On July 22, 2021, the Recommended Decision of ALJ DeVoe was served on the Parties.  In her decision, the ALJ recommended that the Commission:  (1) approve the Joint Petition for Partial Settlement, without modification; and (2) reject the OCA’s proposal that the EBS Option 1 methodology be modified.  R.D. at 1-2, 5, 39-40, 43.

On August 2, 2021, the OCA filed Exceptions to the Recommended Decision.  On August 9, 2021, Columbia filed Replies to Exceptions. 

[bookmark: _Toc48749293][bookmark: _Toc80611258][bookmark: _Hlk523916681]Legal Standards

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

In the Recommended Decision, the ALJ made fifty-four Findings of Fact and reached sixteen Conclusions of Law.  R.D. at 5-17, 40-43.  The Findings of Fact and Conclusions of Law are incorporated herein by reference and are adopted without comment unless they are either expressly or by necessary implication rejected or modified by the Opinion and Order.  

[bookmark: _Toc80611259]A.	Burden of Proof

In this proceeding, Columbia has the burden of proof to establish that it is entitled to the relief it is seeking regarding the rates and modifications included in its filing.  A public utility has the burden of proof to demonstrate by a preponderance of the evidence that a proposed rate is just and reasonable.  66 Pa. C.S. § 315(a).  Section 315(a) of the Code provides:

(a)	Reasonableness of Rates.  - In any proceeding upon the motion of the commission, involving any proposed or existing rate of any public utility, or in any proceedings upon complaint involving any proposed increase in rates, the burden of proof to show that the rate involved is just and reasonable shall be upon the public utility.

66 Pa. C.S. § 315(a).  The evidence produced by a utility in meeting its burden must be substantial.  Lower Frederick Township Water Company v. Pa. PUC, 409 A.2d 505 (Pa. Cmwlth. 1980); Brockway Glass v. Pa. PUC, 437 A.2d 1067 (Pa. Cmwlth. 1981).

While Columbia has the burden of proving the justness and reasonableness of its rates, the OCA, as a party challenging the Company’s previously-approved tariff provision, concerning the EBS Option 1 calculation methodology, bears the burden of proving that the current method is no longer reasonable as a result of, e.g., changed or other circumstances.  Pa. PUC v. National Fuel Gas Distribution Corporation, Docket No. R‑2017‑2582461 (Order entered July 12, 2017) (National Fuel), at 11-12.  Once approved, a utility’s Commission-approved tariff has the force and effect of law and is binding on the utility and its customers.  Brockway Glass Company v. Pa. PUC, 437 A.2d 1067 (Pa. Cmwlth. 1981); Pennsylvania Electric Company v. Pa. PUC, 663 A.2d 281 (Pa. Cmwlth. 1995).  To the extent the EBS Option 1 calculation methodology has been embodied in Columbia’s Commission-approved tariff, it is entitled to a presumption of reasonableness.  

[bookmark: _Toc80611260]B.	Least Cost Fuel Procurement Policy 

Section 1307(f) of the Code governs recovery of natural gas costs and allows NGDCs with gross intrastate annual operating revenues in excess of $40,000,000 to file tariffs reflecting actual and projected increases or decreases in their natural gas costs, with the tariffs being effective six months from the date of filing.  66 Pa. C.S. § 1307(f)(1).  Section 1307 provides that the Commission, after a hearing, shall determine the portion of the Company’s natural gas distribution costs in the previous twelve-month period that meet the standards set forth in Section 1318 of the Code.  66 Pa. C.S. § 1307(f)(5).  

Section 1318 provides that no rates for a natural gas distribution utility shall be deemed just and reasonable unless the Commission finds that the utility is pursuing a least cost fuel procurement policy, consistent with the utility’s obligation to provide safe, adequate and reliable service to its customers.  66 Pa. C.S. § 1318(a).  In determining whether Columbia is pursuing a least cost fuel procurement policy under Section 1318 of the Code, specific findings must be made as follows:

(1)	The utility has fully and vigorously represented its ratepayers’ interests before the Federal Energy Regulatory Commission.

(2)	The utility has taken all prudent steps necessary to negotiate favorable gas supply contracts and to relieve the utility from terms in existing contracts with its gas suppliers which are or may be adverse to the interests of the utility’s ratepayers.

(3)	The utility has taken all prudent steps necessary to obtain lower cost gas supplies on both short-term and long-term bases both within and outside the Commonwealth, including the use of gas transportation arrangements with pipelines and other distribution companies.

(4)	The utility has not withheld from the market or caused to be withheld from the market any gas supplies which should have been utilized as part of a least cost fuel procurement policy.

66 Pa. C.S. § 1318(a)(1)-(4).

Columbia did not make any purchases from an affiliated interest, as defined at 66 Pa. C.S. § 2101, during the historic period.  However, to the extent that affiliated interests offer Columbia gas supplies under competitive terms and conditions, the Company will consider those supplies consistent with its policy of purchasing gas supplies from reliable sources at the lowest cost.  Accordingly, the Joint Petitioners request that the Commission make the findings under Section 1318(b) of the Code, 66 Pa. C.S. § 1318(b), concerning gas supplies from affiliates.  Partial Settlement, ¶ 30.  With respect to purchases from affiliates, the Commission is required to make the following specific findings:

(1)	That the utility has fully and vigorously attempted to obtain less costly gas supplies on both short-term and long-term bases from nonaffiliated interests.

(2)	That each contract for the purchase of gas from an affiliated interest is consistent with a least cost fuel procurement policy.

(3)	That neither the utility nor its affiliated interest has withheld from the market any gas supplies which should have been utilized as part of a least cost fuel procurement policy.

66 Pa. C.S. § 1318(b)(1)-(3).

Section 1317 of the Code, 66 Pa. C.S. § 1317, requires the submission of certain information to enable the Commission to make a least cost fuel procurement finding.  The Commission has promulgated Regulations pursuant to the statutes that include extensive filing requirements that also govern such filings.  See 52 Pa. Code §§ 53.64 (filing requirements for natural gas distributors with gross intrastate annual operating revenues in excess of $40 million) and 53.65 (special provisions relating to natural gas distributors with gross intrastate annual operating revenues in excess of $40 million with affiliated interests).  

[bookmark: _Toc80611261]C.	Settlements

The policy of the Commission is to encourage settlements, and the Commission has stated that settlement rates are often preferable to those achieved at the conclusion of a fully litigated proceeding.  52 Pa. Code §§ 5.231, 69.401.  A full settlement of all the issues in a proceeding eliminates the time, effort and expense that otherwise would have been used in litigating the proceeding, while a partial settlement may significantly reduce the time, effort, and expense of litigating a case.  A settlement, whether whole or partial, benefits not only the named parties directly but, indirectly, all customers of the public utility involved in the case.  Pa. PUC, et al. v. Columbia Gas of Pennsylvania, Inc., Docket Nos. R‑2015‑2468056, et al. (Order entered December 3, 2015) at 6-7.  

Despite this policy favoring settlements, the Commission does not simply rubber stamp settlements without further inquiry.  In order to accept a settlement such as that proposed here, the Commission must determine that the proposed terms and conditions are in the public interest.  Pa. PUC v. The York Water Company, Docket No. R‑00049165 (Order entered October 4, 2004); Pa. PUC v. C.S. Water and Sewer Associates, 74 Pa. P.U.C. 767 (1991).  In this case, the Joint Petitioners have reached an accord on most of the issues that arose in this proceeding and submitted the Partial Settlement for our approval.  As the proponents of an order approving the Partial Settlement, the Joint Petitioners have the burden to prove that the Partial Settlement is in the public interest.  

[bookmark: _Toc48749294][bookmark: _Toc80611262]Discussion

As previously indicated, the Joint Petitioners achieved a Partial Settlement that resolved all of the issues in this proceeding, except whether Columbia’s methodology for the EBS Option 1 calculation for General Service transportation customers should be modified as proposed by the OCA.  The Parties waived all cross-examination and the testimony and exhibits submitted by Columbia and the OCA were admitted into the record without objection.  Columbia and the OCA submitted briefs addressing the remaining issue in dispute.  

1. [bookmark: _Toc48749295][bookmark: _Toc80611263]The Joint Petition for Partial Settlement 

[bookmark: _Toc48749296][bookmark: _Toc80611264]Partial Settlement Terms and Conditions

[bookmark: _Toc80611265]a.	Least Cost Fuel Procurement Policy 

As discussed, supra, in determining whether Columbia is pursuing a least cost fuel procurement policy, the Commission must make specific findings set forth in Section 1318(a) and (b) of the Code.  The Joint Petitioners agree that certain facts on the record in this proceeding, subject to the terms and conditions in the Partial Settlement, are sufficient to approve the Partial Settlement and Columbia’s PGC filing, subject to the issue reserved for litigation.  The Joint Petitioners request that the Commission make specific findings of fact in this regard that are set forth in Section III, Paragraphs 1 through 27 of the Partial Settlement, and which the ALJ has adopted and included in the Recommended Decision as Findings of Fact Nos. 1 through 27.  Partial Settlement at 4‑13; R.D. at 5-12.  

Additionally, the Joint Petitioners agree that pending resolution of the issue reserved for litigation, Columbia’s 2021 PGC Filing meets the standards set forth in Sections 1317 and 1318 of the Code, 66 Pa. C.S. §§ 1317, 1318.  Accordingly, the Joint Petitioners request that the Commission approve Columbia’s 2021 PGC Filing and make the findings described in Section V, Paragraphs 29-34, pertaining to the historic reconciliation period standards and projected and interim period findings.  Partial Settlement, ¶¶ 28-34.  

Regarding Columbia’s gas purchases and gas purchasing during the twelve-month historic reconciliation period ended January 31, 2021, the Joint Petitioners request that the Commission find that Columbia has met the standards in Section 1318 of the Code, and required by Section 1307(f)(5) of the Code, 66 Pa. C.S. § 1307(f)(5), as to all actual purchased gas costs in the historic period, as follows:  

[bookmark: _Toc522887310](1) 	Columbia met the requirements of Section 1318(a) of the Code by pursuing a least-cost fuel procurement policy, consistent with its obligation to provide safe, adequate and reliable service to its customers; and (2) Columbia met the requirements of Section 1318(b) of the Code relating to its consideration of offers from affiliates for gas, transportation and storage services.  

Partial Settlement, ¶ 31.	

Regarding the twelve-month period beginning October 1, 2021, the period of time during which the proposed rates contained in this Partial Settlement would be in effect, the Joint Petitioners request that the Commission make the findings under Section 1318 of the Code, including Section 1318(a)(1)-(a)(4) and 1318(b)(1)-(b)(3), based upon information currently available and based upon evidence of record in this proceeding concerning Columbia’s purchasing policies.  Partial Settlement, ¶ 32.  The ALJ found that Columbia is pursuing a least-cost fuel procurement policy pursuant to Section 1318 of the Code and that the findings under Section 1318(a)(1)-(a)(4) and 1318(b)(1)-(b)(3) have been satisfied.  R.D. at 41-42, Conclusions of Law Nos. 2-11.  

The Joint Petitioners agree that the findings concerning the rate to become effective October 1, 2021, are made solely for the purpose of setting prospective rates that shall be subject to the standards of Section 1318 and further reviewed in an appropriate future proceeding.  This section of the Partial Settlement is not intended to limit or prevent current or future complainants from reviewing, after such projected gas purchases have been made and gas purchasing practices have been implemented, whether Columbia’s gas purchases and gas purchasing practices have complied with Section 1318.  Partial Settlement, ¶ 33.  The Joint Petitioners further agree that future examination of the gas costs relating to the period February 1, 2021, through September 30, 2022, to determine whether Columbia’s experienced and projected gas purchases and gas purchasing practices complied with Section 1318 shall be permitted and that the Commission’s adoption of the findings under this section of the Partial Settlement shall not be construed to limit or prevent any disallowance or reduction of such costs.  Partial Settlement, ¶ 34.
[bookmark: _Toc80611266][bookmark: _Toc79412931]b.	General, Miscellaneous Terms and Conditions  

In addition to the specific terms to which the Joint Petitioners have agreed, the Partial Settlement contains certain general, miscellaneous terms.  The Partial Settlement is conditioned on the Commission’s approval of its terms and conditions without modification.  The Partial Settlement establishes the procedure by which any of the Joint Petitioners may withdraw from the Partial Settlement and proceed to litigate this case if the Commission should modify the Partial Settlement.  Partial Settlement, ¶ 35.  The Joint Petitioners reserve their rights to brief and argue their respective positions if the Commission does not approve the Partial Settlement.  The Partial Settlement is made without any admission against, or prejudice to, any positions that the Joint Petitioners may adopt in the event of subsequent litigation of this proceeding or in any other proceeding.  Partial Settlement, ¶ 36.  According to the Joint Petitioners, the Partial Settlement also reflects a compromise of competing positions and may not be cited as precedent in any future proceeding, except as required to implement the Partial Settlement.  Partial Settlement, ¶ 37. 

[bookmark: _Toc80611267]The ALJ’s Recommendation

As previously noted, the ALJ granted the Joint Petitioners’ requests in the Partial Settlement.  The ALJ adopted and included in the Recommended Decision Findings of Fact Nos. 1 through 27, R.D. at 5-12, and found that Columbia is pursuing a least-cost fuel procurement policy pursuant to Section 1318 of the Code and that the findings under Section 1318(a)(1)-(a)(4) and 1318(b)(1)-(b)(3) have been satisfied.  I.D. at 41-42, Conclusions of Law Nos. 2-11.

Consistent with these findings, the ALJ recommended that the Partial Settlement be approved without modification, finding that the Partial Settlement is in the public interest and is consistent with the requirements of Sections 1307 and 1318 of the Code, 66 Pa. C.S. §§ 1307, 1318.  R.D. at 1, 40, 43.  The ALJ stated that this recommendation was based largely on the representations the statutory advocates made that the Partial Settlement is in the interests of the constituencies they represent, is a fair, just, and reasonable resolution of the Commission’s investigation, and is consistent with the requirements of Sections 1307 and 1318 of the Code.  Id. at 39, 40.  The ALJ noted that the Joint Petitioners identified several reasons for approval of the Partial Settlement based on their investigation of Columbia’s PGC filing through discovery and testimony.  The ALJ observed that the Joint Petitioners have agreed that Columbia demonstrated that the Company did the following:  

(1)	engaged in least cost policies to procure natural gas for its customers; (2) requested rates for purchased gas costs that are just and reasonable; (3) fully and vigorously represented the interests of its ratepayers in proceedings before the [Federal Energy Regulatory Commission (FERC)] and other relevant non-PUC proceedings; (4) took all prudent steps necessary to negotiate favorable gas supply contracts and to relieve itself or alleviate the impact from terms in existing contracts with its gas suppliers, which are or may be adverse to the interests of its ratepayers; (5) took all prudent steps necessary during the relevant time period to obtain lower cost gas supplies on both short-term and long-term bases both within and outside the Commonwealth, including the use of gas transportation arrangements with pipelines and other distribution companies; (6) did not withhold from the market or cause to be withheld from the market any gas supplies which should have been used as part of a least cost fuel procurement policy; (7) fully and vigorously attempted to obtain less costly gas supplies on both short-term and long-term bases from nonaffiliated interests; and (8) obtained contracts for the purchase of gas from any affiliated interest during the relevant time period consistent with a least cost fuel procurement policy.  

Id. at 39-40 (citing 66 Pa. C.S. § 1318(a),(b)).  

[bookmark: _Toc48749298][bookmark: _Toc80611268]Disposition 

Through the conduction of discovery and the submission of testimony, the Joint Petitioners have engaged in an extensive review of Columbia’s purchased gas costs and gas purchasing practices and, except regarding the issue reserved for litigation, have reached the conclusion that both are in compliance with the standards in the Code and that the Partial Settlement is in the public interest and represents a reasonable resolution of the Company’s 2021 PGC proceeding.  See Columbia Statement in Support at 1; OCA Statement in Support at 2; I&E Statement in Support at 1-4.  After reviewing the record, the terms of the Partial Settlement, the Joint Petitioners’ Statements in Support, and the Recommended Decision, as discussed above, we concur with the ALJ’s analysis, findings and conclusions that the substantive provisions of the Partial Settlement are supported by substantial evidence, are reasonable, in the public interest, and consistent with the applicable legal standards under Sections 1307(f), 1317, and 1318(a) and (b) of the Code, 66 Pa. C.S. §§ 1307(f), 1317, 1318(a),(b), and the Commission’s Regulations at 52 Pa. Code §§ 53.64 (filing requirements for natural gas distributors with gross intrastate annual operating revenues in excess of $40 million) and 53.65 (special provisions relating to natural gas distributors with gross intrastate annual operating revenues in excess of $40 million with affiliated interests).  See Columbia St. 1 at 2, 17, 18-19, 41-45; Columbia Exhs. 3, 8-C, 8-E.  

Additionally, recognizing that the policy of the Commission is to encourage settlements, we find that the settlement is in the public interest by avoiding further litigation of this proceeding; thereby, serving judicial efficiency and allowing the Parties and the Commission to conserve their resources, the costs of which will ultimately be borne by ratepayers.  See generally, 52 Pa. Code §§ 5.231, 69.401.  Accordingly, we shall adopt, without modification, the ALJ’s findings, conclusions, and analysis with regard to the Joint Petition in the Recommended Decision.  Therefore, we shall approve the Joint Petition without modification.
[bookmark: _Toc48749300][bookmark: _Toc80611269]Contested Issue, Exceptions and Replies
[bookmark: _Hlk79992352]
As discussed earlier, the sole issue reserved for litigation in this case is whether Columbia’s methodology for excluding from the PGC the cost of firm transportation and storage capacity used to provide EBS Option 1 should be modified. 

1. [bookmark: _Toc80611270][bookmark: _Hlk79648905][bookmark: _Hlk80242599]Background

Prior to Columbia’s adoption of EBS in 2001, General Distribution Service (GDS) transportation service customers using then-available PGC assets were provided an interruptible balancing service to manage deliveries.  Due to the dissatisfaction of GDS customers and Natural Gas Suppliers (NGSs) with the interruptible nature of the balancing service, Columbia proposed tariff changes to implement EBS (2001 Tariff Filing).  Columbia developed EBS to provide enhancements to the balancing service that the Company had previously provided its GDS customers.  Columbia M.B. at 6-7 (citing Columbia St. 1-R at 2-3; Columbia Exh. TMM-1R).  

EBS provides GDS customers with two daily balancing options.  Customers that elect EBS Option 1 may carry banks over from month to month and are provided firm cold day and warm day Operational Flow Order (OFO)/Operational Matching Order (OMO) tolerances.[footnoteRef:6]  Customers that elect EBS Option 2 may continue with the fully interruptible nature of balancing prior to the development of EBS and are provided a monthly cash-out, which provides customers the opportunity to carry an intra-month bank.  Currently, no customers elect EBS Option 2.  Columbia M.B. at 7 (citing Columbia St. 1-R at 3). [6: 	Under cold day OFO/OMO tolerance, NGS or customer deliveries equal to or greater than 95% of actual OMO or estimated OFO demand are considered in compliance with the flow orders, provided that the customer has adequate gas in its bank.  Under warm day OFO/OMO tolerance, NGS or customer deliveries less than or equal to 102.5% of actual OMO or estimated OFO demand are considered to be in compliance with the flow order, provided that the customer has adequate space in its bank to accept the over deliveries.  Under EBS Option 1, NGS and customer access to banks is provided on a seasonal firm basis, assuming an NGS or customer has a positive bank balance.  Columbia M.B. at 7 (citing Columbia St. 1-R at 3).] 


[bookmark: _Hlk80179568][bookmark: _Hlk80253948][bookmark: _Hlk80410300]In its 2001 Tariff Filing, Columbia proposed to provide balancing service under EBS Option 1 by acquiring incremental firm storage and transportation capacity assets above the firm capacity that had been acquired to satisfy the needs of its customers.  Columbia also proposed that the costs of the incremental capacity acquired to provide EBS Option 1 be excluded from the cost recovery mechanism for PGC, thereby putting Columbia at risk for cost recovery of the excluded costs.  No parties opposed this cost recovery mechanism during the proceeding for the 2001 Tariff Filing.  In Pa. PUC v. Columbia Gas of Pennsylvania, Inc. Docket No. R‑00016668 (Order entered January 29, 2002) (2001 PGC Case), the 2001 Tariff Filing was ultimately resolved by a settlement, which also provided that an additional $300,000 be credited to PGC customers annually.  Columbia M.B. at 7-10 (citing Columbia St. 1-R at 4-5, 7; Columbia Exhs. TMM-1R, TMM-2R). 

In Pa. PUC v. Columbia Gas of Pennsylvania, Inc. Docket No. R‑00027204 (Recommended Decision issued August 8, 2002) (Final Order entered September 12, 2002) (2002 PGC Case), Columbia explained that, in order to serve the balancing requirements of GDS customers electing Option 1, Columbia acquired firm transportation and storage service from Equitrans, L.P. (Equitrans).  Columbia M.B. at 7‑8 (citing Columbia St. 1-R at 5; Columbia Exh. TMM-3R).  

In Pa. PUC v. Columbia Gas of Pennsylvania, Inc. Docket No. R‑2014‑2408268 (Order entered September 18, 2014) (2014 PGC Case), Columbia submitted testimony and exhibits to support ending a portion of the Equitrans capacity and replacing that portion with capacity it acquired from Dominion Transmission, Inc. (Dominion), as a means of increasing storage capacity in the State College market.  No parties to 2014 PGC Case proceeding opposed this change, which is the only change made to the storage capacity since the adoption of EBS.  Columbia M.B. at 9 (citing Columbia St. 1-R at 6-7).

In the instant PGC proceeding, the OCA proposed modifying Columbia’s existing methodology such that “future credits to PGC customers for EBS Option 1” should be based on the costs associated with the firm transportation and storage capacity services provided to the Company by Columbia Gas Transmission, LLC (TCo).[footnoteRef:7]  OCA R.B. at 1; OCA M.B. at 7. [7: 	In its Main Brief, Reply Brief, and Exceptions, the OCA refers to the cost of EBS capacity excluded from the PGC as a credit.  As noted by Columbia in its Reply Brief, the cost of EBS capacity is not charged to the PGC and, therefore, there is no subsequent credit.  Columbia R.B. at 2 (citing OCA M.B., passim).] 


1. [bookmark: _Toc80611271][bookmark: _Hlk80186060]Positions of the Parties

1. [bookmark: _Toc80611272]Columbia

[bookmark: _Hlk80063538][bookmark: _Hlk80050347]Columbia asserted that its existing EBS cost and rate recovery methodology, which was approved by the Commission and agreed to by all parties to the 2001 PGC Case, remains reasonable and should not be modified.  Columbia M.B. at 9-10 (citing Columbia Exh. TMM-2R; Columbia Exh. JB-1R).  Columbia stated that the price of EBS Option 1 is based upon the cost of the incremental Equitrans and Dominion capacity assets specifically acquired to provide EBS Option 1.  Further, Columbia noted that given the exclusion of the cost of the incremental capacity, as well as the additional annual credit of $300,000 provided to PGC customers, PGC customers are not at risk for EBS Option 1 under-recovery.  Columbia M.B. at 10-12 (citing Columbia St. 2-R at 2-3; Columbia Exh. JB-1R at 1-3; Columbia Exh. TMM-2R (Appendix A, Settlement at 
¶ 10c)).  Moreover, Columbia offered that in all of its PGC proceedings since the 2002 PGC Case, the Company has consistently presented its storage capacity usage in pricing EBS Option 1 rates as well as the exclusion of the cost of the storage capacity from the PGC.  Columbia M.B. at 11-12 (citing Columbia St. 1-R at 7).

Columbia averred that since the 2001 PGC Case, circumstances have not changed that warrant modifying its existing mechanism for excluding from the PGC incremental Equitrans and Dominion capacity that was acquired to provide EBS Option 1 service.  Columbia explained that the Company has operated and continues to operate based on the location of storage and the needs of its customers.  Columbia noted that the records from the 2001 Tariff Filing and the 2002 PGC Case are clear that the Company was unable to provide the firm balancing afforded under EBS Option 1 without acquiring incremental interstate transportation and storage capacity.  Columbia M.B. at 12-13 (citing Columbia St. 1-R at 5-7; Columbia Exhs. TMM-1R, TMM-2R, TMM-3R, and TMM-4R).

[bookmark: _Hlk80256577]Columbia asserted that the basis for determining which capacity is utilized for the EBS rate calculation should not be the cost of storage and transportation capacity or the storage and transportation capacity that is the most expensive.  Columbia offered that, given that storage and transportation capacities for the pipelines can change over time, the more objective and reasonable approach, as provided in the Company’s tariff and the Settlement in the 2001 PGC Case, is to base the EBS rate on the storage and transportation capacity that was acquired for the purpose of providing the service.  Columbia M.B. at 16.

[bookmark: _Toc80611273]The OCA

The OCA submitted that Columbia’s current EBS Option 1 calculation is not just, reasonable and in the public interest.  The OCA asserted that TCo is the only interstate pipeline serving most of the Company’s markets and, therefore, future credits to PGC customers for costs associated with interstate pipeline services assigned to the EBS Option 1 provisions should be based on the costs associated with firm transportation and storage services provided by TCo.  OCA M.B. at 7, 13 (citing OCA St. 1 at 6).  The OCA explained that because the Company’s firm transportation and storage services provided by Equitrans and Dominion are unable to physically serve many of Columbia’s GDS transportation customers located in markets served by TCo, Columbia’s current inclusion of only Equitrans’ and Dominion’s costs in the EBS Option 1 calculation results in an inaccurate assessment of the costs to provide the transportation and storage service, thereby resulting in an inaccurate EBS Option 1 credit to PGC customers.  OCA M.B. at 10-11, 13 (citing OCA St. 1-SR at 2).

The OCA noted that due to a current Section 4 rate proceeding before the Federal Energy Regulatory Commission (FERC), TCo’s rates have increased and the costs associated with the service provided by TCo will likely increase as well.  The OCA elaborated that, although the extent to which TCo’s rates will increase is currently unknown, the costs associated with TCo’s service will likely be higher than the amount included in Columbia’s current calculation.  OCA M.B. at 11, 13 (citing OCA St. 1-SR at 7-8).  The OCA averred that a reflection of the true costs of EBS Option 1 is use of a cost calculation associated with only TCo.  Accordingly, the OCA requested that Columbia be required to adjust its EBS Option 1 cost calculation to include only costs associated with TCo.  OCA M.B. at 13.  

The OCA also noted that Columbia’s witness, Ms. Monnig, offered an estimated EBS rate calculation that produces an amount closer to the actual costs of EBS Option 1 by using weighted average basis costs for TCo, Equitrans and Dominion storage and transportation capacities and excluding the $300,000 annual credit.  OCA M.B. at 13 (citing Columbia St. 1-R at 10-11).  Accordingly, the OCA requested that if the Commission does not agree with the TCo-only EBS Option 1 cost calculation, then the weighted average cost calculation offered by Ms. Monnig would be an acceptable alternative.  OCA M.B. at 14. 
 
1. [bookmark: _Toc80611274]ALJ’s Recommended Decision

The ALJ recommended that the OCA’s proposal to modify Columbia’s EBS Option 1 calculation methodology be denied.  The ALJ cited National Fuel to note that the OCA, as the party challenging an existing and previously-approved tariff provision, bears the burden to prove that Columbia’s current methodology of excluding from the PGC the cost of the incremental capacity acquired from Equitrans and Dominion to provide EBS Option 1 is no longer reasonable.  Further, the ALJ noted, although the OCA had not challenged the Company’s existing methodology since 2001, the OCA is challenging the methodology now because TCo’s rates may increase as a result of the FERC proceeding.  Moreover, the ALJ found that an increase in TCo’s rates resulting in a larger exclusion from the PGC using the OCA’s proposed methodology does not necessarily make the current Commission-approved methodology unreasonable.  R.D. at 37-39 (citing National Fuel at 11-12).

The ALJ reasoned that the potential change to TCo’s rates and costs is speculative and based on the OCA’s assumptions.  The ALJ found that, even if TCo’s rates increase, it remains reasonable to base the amount excluded from the PGC on the transportation and storage capacity Columbia obtained to provide EBS Option 1 instead of the cost of storage and transportation capacities.  Further, the ALJ noted that the pipeline storage and transportation capacities can change over time and, although Equitrans has historically been more expensive, Equitrans’ rates could be higher than TCo’s proposed rates.  Moreover, the ALJ noted that the records from the 2001 Tariff Filing and the 2002 PGC Case indicate that in order for the Company to provide the firm balancing afforded under EBS Option 1, it was necessary to secure incremental interstate transportation and storage capacity and it was appropriate for the parties and the Commission to conclude that GDS customers should carry the cost of the capacity assets to provide EBS Option 1.  R.D. at 38 (citing Columbia St. 1-R at 5-6; see also Columbia Exhs. TMM-1R, TMM-2R, TMM-3R, and TMM-4R).

1. [bookmark: _Toc80611275][bookmark: _Hlk80341584][bookmark: _Hlk80056534]Exceptions and Replies

3. [bookmark: _Toc80611276]The OCA’s Exception No. 1 and Columbia’s Replies

[bookmark: _Hlk80103490][bookmark: _Hlk79658452]In its Exception No. 1, the OCA argues that the ALJ erred in concluding that Columbia’s current EBS Option 1 methodology, which is based upon the transportation and storage capacity acquired to provide EBS Option 1 and not the actual costs of providing EBS Option 1, remains reasonable.  The OCA further argues that the ALJ erred in finding that the OCA did not meet its burden of proving the unreasonableness of Columbia’s current EBS Option 1 calculation.  OCA Exc. at 3, 5 (citing R.D. at 38-39).  The OCA submits that it provided substantial record evidence to demonstrate that:  (1) Columbia’s current inclusion of Equitrans’ costs and Dominion’s costs in the EBS Option 1 calculation is not just, reasonable, or in the public interest; and (2) because most of Columbia’s markets are not able to be served by Equitrans and Dominion, the OCA’s proposed TCo-only calculation or Columbia’s proposed alternative weighted average cost calculation are both more accurate and reasonable methodologies.  OCA Exc. 4-6 (citing OCA M.B. at 11, 13; OCA R.B. at 2-3; OCA St. 1 at 4-6).  

[bookmark: _Hlk80077149][bookmark: _Hlk79658604]The OCA asserts that, the ALJ did not recognize that the Company acknowledged the unfairness of its current EBS Option 1 calculation by offering an alternative weighted average cost calculation, which results in an amount closer to actual EBS Option 1 costs.  OCA Exc. at 4 (citing OCA M.B. at 13; Columbia St. 1-R at 10-11).  The OCA challenges the ALJ’s rejection of the OCA’s proposed TCo-only calculation on the basis that the OCA predicts an increase in TCo’s rates.  OCA Exc. at 4-5 (citing R.D. at 38).  The OCA explains that, if the variation of rates was a concern, the Company’s methodology for the alternative weighted average cost calculation would be the most reasonable calculation of the EBS Option 1 costs.  Further, the OCA offers that, if changing the calculation to reflect the increasing costs associated with TCo is unreasonable due to rate variation, then allowing the Company to continue utilizing its current calculation of only Equitrans and Dominion costs is equally unreasonable.  Moreover, the OCA avers that, by adopting Columbia’s alternative weighted average cost calculation proposal, any concerns regarding pipeline rate fluctuation would be rectified.  OCA Exc. at 4-5.

The OCA also disagrees with the ALJ’s conclusion that since 2001, the OCA has not challenged the mechanism of excluding from the PGC the cost of incremental capacity acquired to provide EBS Option 1 and the OCA is only challenging the mechanism now because TCo’s rates may increase as a result of the FERC proceeding.  OCA Exc. at 5 (citing R.D. at 38-39).  The OCA contends that it has presented substantial record evidence demonstrating that it is not unreasonable to modify Columbia’s current calculation because it does not reflect the actual costs associated with the EBS provision.  OCA Exc. at 5-6.

[bookmark: _Hlk79975205]In its Replies to Exceptions, Columbia counters that the Company’s existing methodology of basing the cost of EBS Option 1 on the incremental Dominion and Equitrans capacity that was acquired to provide EBS Option 1 and excluding that amount from the cost of capacity charged to PGC customers has been calculated consistently since the methodology was established in the 2001 PGC Case.  Columbia R. Exc. at 1-2 (citing OCA Exc. at 3; Columbia St. 1-R at 4, 6-7; Columbia Exh. TMM-1R).  Columbia notes that the additional Equitrans and Dominion capacity acquired was necessary to provide EBS Option 1 and, therefore, basing the cost of EBS Option 1 on the capacity acquired to provide the service is reasonable.  Further, Columbia points out that the ALJ agreed with the Company that its methodology was reasonable when it was established in the 2001 PGC Case and it remains reasonable today.  Columbia R. Exc. at 2 (citing R.D. at 38-39; Columbia M.B. at 13).  Moreover, Columbia contends that, although the OCA argues that its proposal is more reasonable than the Company’s existing methodology, the OCA does not address the ALJ’s finding that the OCA failed to meet its burden of demonstrating that facts or circumstances have changed since the 2001 PGC Case that make Columbia’s current EBS Option 1 calculation methodology unreasonable.  Columbia R. Exc. at 2-3 (citing R.D. at 38-39; National Fuel at 11-12; Shenango Township Board of Supervisors v. Pa. PUC, 686 A.2d 910, 914 (Pa. Cmwlth. 1996) (Shenango Twp.)).

Columbia also challenges the OCA’s argument that TCo currently serves most of the market areas where customers electing EBS are located, arguing that the Company’s existing methodology was established and agreed to in the 2001 PGC Case and the circumstances have not changed.  Further, Columbia adds that the Company’s storage operation is based on location of storage and customer needs and there is nothing new to its operation that would warrant a change to Columbia’s existing tariff provisions.  Moreover, Columbia repeats that since 2001, the Company is incapable of providing EBS Option 1 service without acquiring incremental pipeline capacity.  Columbia R. Exc. at 3 (citing OCA Exc. at 4; Columbia St. 1-R at 7).

Additionally, Columbia questions the OCA’s proposal that, following the outcome of TCo’s pending rate case before FERC, TCo’s rates will be more costly than Dominion and Equitrans’ rates.  Columbia R. Exc. at 3 (citing OCA St. 1 at 7).  Columbia notes the ALJ’s agreement with the Company’s position that storage and transportation capacity used to calculate the EBS rate should not be based on changes in pipeline rates of storage and transportation capacity.  Further, Columbia maintains that PGC customers have benefitted from Equitrans’ capacity being more expensive and going forward, it is possible that its rates could be higher than TCo’s proposed rates.  Moreover, Columbia asserts that the ALJ appropriately determined that a change in a pipeline’s rates is not sufficient reasoning to change storage and transportation capacity.  Columbia R. Exc. at 3‑4 (citing R.D. at 38; Columbia M.B. at 16). 
3. [bookmark: _Toc80611277]The OCA’s Exception No. 2 and Columbia’s Replies

[bookmark: _Hlk79124306]In its Exception No. 2, the OCA argues that the ALJ erred by not recommending the use of Columbia’s alternative weighted average cost calculation, which would result in an estimated EBS Option 1 rate calculation using the costs on a weighted average basis for TCo, Equitrans and Dominion storage and transportation capacities, excluding the $300,000 fixed credit.  OCA Exc. at 6 (citing R.D. at 37-39; OCA R.B. at 5; OCA M.B. at 13-14; OCA St. 1-SR at 3; Columbia St. 1-R at 10-11).  The OCA explains that Columbia’s alternative calculation is more reasonable than the Company’s current calculation because it would be based upon the transportation and storage capacity acquired to provide EBS Option 1 by including all of the pipelines capable of providing the services.  Further, the OCA contends that the alternative calculation would recognize that most of Columbia’s customers, or market areas, are served solely by facilities operated by TCo.  Moreover, the OCA notes that the ALJ rejected the OCA’s TCo-only calculation due to changes in transportation and storage capacity and frequent fluctuations in rate or credit without considering the Company’s alternative weight average cost calculation, which takes into account the costs of all three pipelines, thereby reducing the risk of frequent fluctuations in rate or credit.  OCA Exc. at 6-7 (citing R.D. at 38; OCA R.B. at 5; OCA M.B. at 13-14; OCA St. 1-SR at 2-3).

In its Replies to Exceptions, Columbia clarifies that it did not present or recommend an alternative proposal for calculating EBS Option 1 costs and reiterates its position that the Company’s existing methodology should remain unchanged.  Columbia elaborates that, if the Commission agrees with the ALJ’s finding that the OCA failed to demonstrate any new or changed circumstances that would warrant modifying Columbia’s existing methodology, then Columbia’s existing methodology should remain unchanged and a determination on whether a modified calculation should be adopted is unnecessary.  Columbia R. Exc. at 4-5 (citing OCA Exc. at 6; Columbia St. 1-R at 9-11).  
Columbia argues that the storage the Company acquires is used to manage service for all customers because the Company’s diverse service areas and customers are unable to be served by a single capacity.  Further, Columbia notes that the OCA’s proposal to base the EBS Option 1 calculation on how customers are served across all market areas is inconsistent with the OCA’s recommendation to base the cost of EBS Option 1 on only TCo capacity.  Moreover, Columbia clarifies that Ms. Monnig presented a calculation to demonstrate that if the Commission were to change the EBS Option 1 calculation methodology, then the calculation methodology should be based on the cost of all three pipeline capacities rather than TCo’s capacity alone.  In closing, Columbia emphasizes that the Company did not endorse any alternative to its current methodology.  Columbia R. Exc. at 5 (citing Columbia St. 1-R at 4, 9-11).

[bookmark: _Toc80611278]Disposition

Upon our review of the evidence of record, the Recommended Decision, the OCA’s Exceptions and Columbia’s Replies, we agree with the rationale and the recommendation of the ALJ.  Accordingly, we shall deny the OCA’s Exceptions and adopt the Recommended Decision.

We agree with the ALJ’s determinations that:  (1) Columbia’s current methodology of excluding from the PGC the cost of the incremental capacity acquired to provide EBS Option 1 remains reasonable; and (2) the OCA failed to meet its burden to prove that the current methodology is no longer reasonable.  Columbia has been using its current Commission-approved methodology since the settlement of the 2001 PGC Case.  In the 2001 PGC Case, Columbia’s methodology of basing EBS Option 1 costs excluded from the PGC on the incremental firm storage and transportation capacity acquired to provide EBS, which appears in Columbia’s currently effective tariff, was agreed to in a settlement between all of the parties to that proceeding, including the OCA.  Columbia M.B. at 4, 9-11 (citing Columbia Exh. TMM-2R, Columbia Exh. JB-1R).  In the 2002 PGC Case, Columbia stated that it acquired firm transportation and storage service from Equitrans.  Columbia St. 1-R at 5.  In the 2014 PGC Case, Columbia made its only change to EBS Option 1 capacity since 2001, submitting that to increase storage capacity, a portion of the Equitrans capacity would be terminated and replaced with Dominion capacity.  No parties to that proceeding, including the OCA, opposed the change.  Columbia M.B. at 9 (citing Columbia St. 1-R at 6-7).  

In accordance with the Company’s tariff, Columbia uses the cost incremental storage capacity to determine the amount of costs to be excluded from the PGC because the storage capacity was acquired in order to provide EBS.  Columbia M.B. at 11 (citing Columbia St. 2-R at 3).  Historically, Columbia has operated its storage to provide EBS based on location of storage and customer needs.  In determining the EBS Option 1 rates, Columbia’s use of storage capacity, whether exclusively Equitrans prior to the 2014 PGC Case or Equitrans and Dominion thereafter, and the exclusion of the cost of that storage capacity from the PGC, has been presented consistently by Columbia in all PGC proceedings since the 2002 PGC Case.  Columbia St. 1-R at 7.

[bookmark: _Hlk80501926]Here, for the first time since the EBS was set up in 2001, the OCA is challenging Columbia’s EBS Option 1 calculation methodology, claiming that the inclusion of Equitrans and Dominion costs to provide transportation and storage service in the calculation is unreasonable.  OCA Exc. at 5; OCA M.B. at 11.  According to the OCA, markets served by TCo include many of the Company’s GDS transportation customers that are unable to be provided with EBS through incremental capacity; therefore, EBS Option 1 credits should be determined based on the costs associated with the firm transportation and storage services provided by TCo.  OCA St. 1-SR at 2.

Although the OCA challenges that Columbia’s EBS Option 1 calculation methodology is unreasonable because the costs associated with TCo are not a factor in the calculation, the OCA has not met its burden of demonstrating that the Company’s existing, previously-approved EBS Option 1 methodology is no longer reasonable.  The record is clear that the reasonability of Columbia’s methodology for excluding from PGC the cost of incremental storage and transportation capacity acquired to provide EBS Option 1 has not been challenged or brought into question by the OCA since it was established in 2001.  

In the instant proceeding, the OCA has not presented facts or circumstances indicating a change as to the reasonableness of the Company’s existing methodology.  We note that in the 2014 PGC Case, a portion of the Equitrans capacity was replaced with Dominion capacity; however, this was not a change that altered the methodology approved in the 2001 PGC Case.  Furthermore, the record evidence is clear that as of the establishment of EBS Option 1 in the 2001 PGC Case, Columbia would not be able to provide EBS Option 1 without the Company’s acquisition of incremental firm storage and transportation capacity in order to serve the balancing requirements of GDS customers.  We find it significant that Columbia has consistently operated its storage capacity based on the location of storage and customer needs.  Moreover, to the extent that the OCA challenges the existing EBS Option 1 methodology citing an increase in TCo’s rates resulting from a pending FERC proceeding, we concur with the ALJ that an increase in TCo’s rates does not deem the existing methodology unreasonable.  We note that we do not find it appropriate to rely on a proceeding that has not yet been concluded and of which the outcome is unknown.  Nevertheless, it remains reasonable for Columbia to base the costs excluded from the PGC on the incremental storage and transportation capacity necessary to provide EBS Option 1.  Accordingly, we agree with the ALJ that the OCA has not met its burden of demonstrating that Columbia’s current methodology of excluding from the PGC the cost of the incremental capacity acquired to provide EBS Option 1 is no longer reasonable.

Regarding the OCA’s argument that the ALJ erred by not recognizing Columbia’s weighted average cost calculation as a more reasonable alternative to the Company’s current EBS calculation, we disagree with the OCA’s interpretation of the Company’s purpose for presenting the weighted cost calculation.  Columbia’s witness, Ms. Monnig, explained that the Company’s service areas and customers are not able to be served by a single capacity and, therefore, the storage acquired by Columbia is used to manage service for all of its customers.  Columbia St. 1-R at 4.  Ms. Monnig continued that the OCA’s proposal to base the EBS calculation on how Columbia’s customers are served across all market areas is inconsistent with the OCA’s recommendation that the basis for the development of the EBS rate should be solely TCo capacity.  Id. at 9-10.  Ms. Monnig concluded that, in the event that the Commission were to approve the OCA’s proposed change to the Company’s existing EBS Option 1 calculation, then the EBS calculation should be based on the weighted cost capacities of Equitrans, Dominion and TCo, rather than exclusively TCo.  Id. at 11.  We do not infer from Ms. Monnig’s testimony that the weighted cost capacity calculation was presented as an alternative to the Company’s current EBS Option 1 calculation, given Columbia’s clear position that the cost to provide EBS Option 1 should continue to comply with the original structure of EBS, as set forth in the settlement of the 2001 PGC Case.  Accordingly, we disagree with the merits of the OCA’s argument on this matter.

Therefore, we conclude that the OCA did not provide sufficient record evidence to demonstrate that the calculation of the EBS Option 1 methodology is no longer reasonable.  Accordingly, we will deny the OCA’s Exceptions and adopt the ALJ’s Recommended Decision.  

[bookmark: _Toc48749306][bookmark: _Toc80611279]Conclusion

Based upon our review, evaluation, and analysis of the record evidence in this proceeding, we shall deny the OCA’s Exceptions and adopt the ALJ’s Recommended Decision regarding this matter.  We shall also adopt the ALJ’s Recommended Decision, which recommended approval of the Joint Petition for Partial Settlement of the Section 1307(f) Rate Investigation filed by the Joint Petitioners on June 24, 2021, consistent with this Opinion and Order; THEREFORE,

		IT IS ORDERED:

1. 	That the Exceptions filed by the Office of Consumer Advocate on August 2, 2021, are denied, consistent with this Opinion and Order.  

2. 	That the Recommended Decision of Administrative Law Judge Emily I. DeVoe, issued on July 22, 2021, is adopted, consistent with this Opinion and Order.

3. 	That the Joint Petition for Partial Settlement of the Section 1307(f) Rate Investigation of Columbia Gas Company of Pennsylvania, Inc., pursuant to 66 Pa. C.S. § 1307(f), that Columbia Gas Company of Pennsylvania, Inc., the Commission’s Bureau of Investigation and Enforcement, and the Office of Consumer Advocate have executed and filed at Docket No. R-2021-3024349, be approved.

4. 	That Columbia Gas of Pennsylvania, Inc., be permitted to file a tariff supplement on at least one day’s notice to the Commission containing changes in rates to provide for the recovery of the costs of purchased gas, consistent with the terms and conditions of the Joint Petition for Partial Settlement of the Section 1307(f) Rate Investigation of Columbia Gas of Pennsylvania, Inc., filed by Columbia Gas of Pennsylvania, Inc, the Commission’s Bureau of Investigation and Enforcement, and the Office of Consumer Advocate, filed at Docket No. R-2021-3024349.  

5. 	That Columbia Gas Company of Pennsylvania, Inc., the Commission’s Bureau of Investigation and Enforcement, the Office of Consumer Advocate, the Office of Small Business Advocate are ordered to comply with the terms and conditions of the Joint Petition for Partial Settlement of the Section 1307(f) Rate Investigation of Columbia Gas Company of Pennsylvania, Inc., executed and submitted in this proceeding as though each term and condition stated therein had been the subject of an individual ordering paragraph. 

6. 	That upon the filing of a tariff supplement by Columbia Gas Company of Pennsylvania, Inc., acceptable to the Commission as conforming with this Order and the Joint Petition for Partial Settlement of the Section 1307(f) Rate Investigation of Columbia Gas Company of Pennsylvania, Inc., and the Commission’s approval thereof, the purchased gas cost rates established therein become effective for service rendered on and after October 1, 2021.

7. 	That a copy of this Opinion and Order be served on the Parties of Record and the Bureau of Technical Utilities Services.

8.	That the Formal Complaint filed by the Office of Consumer Advocate in this proceeding at Docket No. C-2021-3024643 be dismissed and marked closed.

9.	That the Formal Complaint filed by the Office of Small Business Advocate in this proceeding at Docket No. C-2021-3024762 be dismissed and marked closed.

[image: ]							BY THE COMMISSION,




							Rosemary Chiavetta
							Secretary

(SEAL)

ORDER ADOPTED:  September 15, 2021

ORDER ENTERED: September 15, 2021
2
image1.png




