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INTRODUCTION

[bookmark: _Hlk81489430]		This Decision recommends that the Pennsylvania Public Utility Commission (Commission) adopt, without modification, the Joint Settlement filed by UGI Utilities, Inc. - Gas Division (UGI or Company), the Commission’s Bureau of Investigation and Enforcement (I&E), the Office of Consumer Advocate (OCA), and the Office of Small Business Advocate (OSBA) (collectively the Joint Petitioners), which resolves all of the issues of the Section 1307(f) rate investigation in the above-captioned proceeding reflecting actual and projected changes in natural gas purchased gas costs (PGC) rate of $4.4594/Mcf.[footnoteRef:1]  For the reasons stated, below, the Joint Settlement is reasonable and in the public interest and is in conformity with the requirements of the Public Utility Code. The statutory deadline in this case is December 1, 2021. [1:  	In its definitive filing on June 1, 2021, UGI proposed a PGC rate of $4.7754 per Mcf, effective December 1, 2021.] 


2
HISTORY OF THE PROCEEDING

[bookmark: _Hlk81401972]		On April 30, 2021, the Company made its 30-day pre-filing (Book 1) with the Commission containing data related to the recovery of PGC pursuant to Section 1307(f) of the Public Utility Code, 66 Pa. C.S. § 1307(f), and in accordance with the Commission’s regulations at 52 Pa. Code §§ 53.64 and 53.65.

		On May 21, 2021, OCA filed a Notice of Appearance, Formal Complaint (C-2021-3025994), and Public Statement in the Company’s PGC proceeding.

		On May 24, 2021, I&E filed a Notice of Appearance.

		On June 1, 2021, the Company filed with the Commission its definitive PGC filing (Book 2), including supporting information required by the Commission’s regulations, the Company’s direct testimony and exhibits, and the Pro Forma Tariff Supplements reflecting actual and projected changes in natural gas costs.    

		On June 8, 2021, the OSBA filed a Notice of Appearance, Formal Complaint (C‑2021-3026377), Public Statement, and Verification in this proceeding.  

		On June 11, 2021, a telephonic prehearing conference was held, at which time a procedural schedule was adopted.  

		On June 18, 2021, a Motion for Protective Order was filed by the Company, which was granted by Order dated June 18, 2021.

		On July 6, 2021, OCA, OSBA and I&E submitted written direct testimony and exhibits.

		On July 23, 2021, the Company and I&E submitted written rebuttal testimony and exhibits.  
		On July 29, 2021, the Company, OCA, OSBA and I&E served surrebuttal testimony and exhibits.  

		On July 29, 2021, counsel for the Company advised the presiding officer of a settlement in principle and requested that the scheduled evidentiary hearing be canceled and that the Joint Petitioners be permitted to admit their evidence by stipulation.  Accordingly, the evidentiary hearing was cancelled.

		On August 13, 2021, the Joint Petitioners filed a Joint Stipulation for Admission of Evidence, with accompanying signed verifications of the sponsoring witnesses, to admit the testimony and exhibits into the record.  
	
		On August 24, 2021, an Order was issued granting the Motion for the Admission of Evidence and listing the testimony and exhibits that form the basis of the evidentiary record in this proceeding.  The evidentiary record closed on that date contingent upon acceptance by the Commission of the Joint Settlement.

		On August 25, 2021, the Parties submitted a Joint Petition for Settlement which includes the terms of the Joint Settlement, itself.  Also accompanying the Joint Settlement were the Supporting Statements of the Parties attached as individual exhibits.

		The statutory deadline in this case is December 1, 2021.[footnoteRef:2]  For the reasons set forth, below, the Joint Settlement is fair, reasonable and in the public interest, and it is recommended that the Commission adopt the Joint Settlement without modification. [2:  	In order to meet the statutory deadline in this case, the Commission must act on this matter by the November 18, 2021 Public Meeting.] 


FINDINGS OF FACT
		
		1.	UGI Gas is a natural gas distribution company with gross intrastate annual operating revenues in excess of $40 million.

  		2.	On April 30, 2021, the Company made its 30-day pre-filing (Book 1) with the Commission containing data related to the recovery of purchased gas costs (PGC) pursuant to Section 1307(f) of the Public Utility Code, 66 Pa. C.S. § 1307(f), and in accordance with the Commission’s regulations at 52 Pa. Code §§ 53.64 and 53.65.

		3.	On May 21, 2021, the OCA filed a Notice of Appearance, Formal Complaint, and Public Statement in the Company’s PGC proceeding.

		4.	On May 24, 2021, I&E filed a Notice of Appearance.

		5.	On June 1, 2021, the Company filed with the Commission its definitive PGC filing (Book 2), including supporting information required by the Commission’s regulations, the Company’s direct testimony and exhibits, and the Pro Forma Tariff Supplements reflecting actual and projected changes in natural gas costs.    

		6.	On June 8, 2021, the OSBA filed a Notice of Appearance, Formal Complaint, Public Statement, and Verification in this proceeding.  

		7.	On June 11, 2021, a telephonic prehearing conference was held, at which time a procedural schedule was adopted.  

		8.	On June 18, 2021, a Motion for Protective Order was filed by the Company, which was granted by Order dated June 18, 2021.

		9.	On July 6, 2021, OCA, OSBA and I&E submitted written direct testimony and exhibits.

		10.	On July 23, 2021, the Company and I&E submitted written rebuttal testimony and exhibits.  

		11.	On July 29, 2021, the Company, OCA, OSBA and I&E served surrebuttal testimony and exhibits.  

		12.	On July 29, 2021, counsel for the Company advised the presiding officer of a settlement in principle and requested that the scheduled evidentiary hearing be canceled and that the Joint Petitioners be permitted to admit their evidence by stipulation.

		13.	On August 13, 2021, the Joint Petitioners filed a Joint Stipulation for Admission of Evidence, with accompanying signed verifications of the sponsoring witnesses, to admit the testimony and exhibits into the record.  
	
		14.	On August 24, 2021, an Order was issued granting the Motion for the Admission of Evidence.

		15.	On August 25, 2021, the Parties submitted a Joint Petition for Settlement of this matter which includes the terms of the Settlement, itself and which was accompanied for Statements in Support of the Settlement by the Parties as separate exhibits.

DISCUSSION

		UGI’s filing in this case was made pursuant to Section 1307 of the Public Utility Code, 66 Pa. C.S. § 1307.  This is an annual filing that all large natural gas distribution companies (NGDCs) make to reconcile their actual costs of natural gas.  Section 1307 governs sliding scale of rates and adjustments.  More specifically, Section 1307(f) governs recovery of natural gas costs and allows natural gas distribution companies 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 of the Public Utility Code further provides that the Commission, after hearing, determine that the portion of the company’s natural gas distribution costs in the previous 12-month period meet the standards set out in Section 1318 of the Public Utility 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 UGI is pursuing a least cost fuel procurement policy under Section 1318 of the Code, specific findings in Section 1318(a)(1)-(4) must be made as follows:

(1) that the utility has fully and vigorously represented its ratepayers’ interests before the Federal Energy Regulatory Commission (FERC);

(2) that the utility has taken all prudent steps necessary to negotiate favorable gas supply contracts and to relieve the utility from terms in existing contracts with its gas suppliers which are or may be adverse to ratepayer interests;

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

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

See 66 Pa. C.S. § 1318(a)(1)-(4).

		Furthermore, UGI purchases various transportation and storage services from an affiliate, and, therefore, with respect to purchases from affiliates, the Commission is required to make the following specific findings pursuant to Sections 1318(b):

(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; and,
(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.

See 66 Pa. C.S. § 1318(b)(1)-(3).

		Section 1317 of the Public Utility Code requires the submission of certain information to enable the Commission to make a least cost fuel procurement finding.  66 Pa. C.S. § 1317.  The Commission has promulgated regulations pursuant to these 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).  UGI complied with these requirements in its April 30, 2021, pre-filing.  

		In this case, UGI, OSBA, OCA and I&E have reached a Settlement (the Settlement or Joint Settlement).  The Settlement includes specific changes to UGI’s least cost procurement practices, as well as Statements in Support of the Settlement filed by UGI, OSBA, OCA and I&E.  Commission policy promotes settlements.  52 Pa. Code § 5.231.  Settlements lessen the time and expense the parties must expend litigating a case and at the same time conserve administrative hearing resources.  The Commission has indicated that settlement results are often preferable to those achieved at the conclusion of a fully litigated proceeding.  52 Pa. Code § 69.401.

[bookmark: _Hlk82068468]		In order to accept a settlement, the Commission must first determine that the proposed terms and conditions are in the public interest.  Pa. Pub. Util. Comm’n v. York Water Co., Docket No. R-00049165 (Order entered October 4, 2004) (York Water); Pa. Pub. Util. Comm’n v. CS Water & Sewer Assocs., 74 Pa PUC 767 (1991).  Furthermore, the decision of the Commission must be supported by substantial evidence.  2 Pa. C.S. § 704.  "Substantial evidence" is such relevant evidence that a reasonable mind might accept as adequate to support a conclusion.  More is required than a mere trace of evidence or a suspicion of the existence of a fact sought to be established.  Norfolk & Western Ry. Co. v. Pa. Pub. Util. Comm’n, 489 Pa. 109, 413 A.2d 1037 (1980); Erie Resistor Corp. v. Unemployment Comp. Bd. of Review, 194 Pa. Super. Ct. 278, 166 A.2d 96 (1961); and Murphy v. Pa. Dept. of Pub. Welfare, White Haven Ctr., 85 Pa. Cmwlth. Ct. 23, 480 A.2d 382 (1984).

		The purpose of this Recommended Decision is to determine whether the Joint Settlement resolving all contested issues is in the public interest, satisfies applicable statutes and regulations, and is supported by substantial evidence.

TERMS OF SETTLEMENT

		The parties have presented a comprehensive Joint Settlement.  For ease of reference, I have retained the presentation and paragraph numbering of the original Settlement document.  The terms of the Joint Settlement are, in verbatim, as follows:

II.	TERMS OF SETTLEMENT

[bookmark: _Hlk81402728]Design Day 

15. The Joint Petitioners agree that UGI Gas will be permitted to use a design day figure of 2.08 BCF, which includes 2.02 BCF of design cold firm requirements and 0.06 BCF of capacity reserves for the Company’s firm core market (PGC and Choice Customer markets) needs.

UGIES Contract consolidation 

16. The Joint Petitioners agree that UGI Gas will consolidate 12 existing contracts between UGI Gas and UGI Energy Services, LLC (“UGIES”) for a total quantity of 259,476 dth per day for the term of 2021 through 2036. The consolidation will result in the formation of three contracts based on the service type provided: 1) Day-Ahead Peaking; 2) Intra-Day Peaking; and 3) Annual Delivery Service.  This is discussed fully at pages 25 to 29 of UGI Gas Statement No. 2, the Direct Testimony of Jesse R. Tyahla.

Peak day capacity supply additions 

17. The Joint Petitioners agree that in order to address the total peak day capacity supply shortfall needs, UGI Gas will accept the following proposals:	

	Source
	Term
	Maximum Daily Quantity (dth per day)

	Mobile LNG - Supplier A 
(West Shore short term approach)
	2021-2024
	10,000

	UGIES Offer I
	2021-2024
	15,891

	Total
	
	25,891



18. Specifically, UGI Gas will accept the Mobile liquefied natural gas (“LNG”) offer from Supplier A (received on June 29, 2021 in response to UGI Gas’s recent request for proposal (“RFP”)) for 10,000 dth per day in order to address a portion of the identified 25,891 dth per day capacity shortfall.  This capacity will deliver directly to the West Shore of Harrisburg in order to address its specific capacity shortfall needs. The remainder of the 25,891 dth per day capacity shortfall will be addressed by accepting a reduced quantity of delivered Texas Eastern supply of 15,891 dth per day from UGIES. The term of these capacity contracts will be three years (2021-2024).[footnoteRef:3]  [3:  	This quantity was reduced from the original UGIES Offer 1 of 33,362 [dth] per day in response to the February 2021 RFP as part of the normal bid refresh process.  (UGI St. 2-R, pp. 2, 5).] 


19. In addition, to address the long-term supply needs (2024 and beyond) related to the West Shore’s system growth, the Company will accept UGIES Offer II for LNG service totaling 40,000 dth per day, to be provided by an LNG facility to be constructed, owned and operated by UGIES and located in the West Shore area.  The LNG facility is expected to be in service by the 2024-2025 winter.  This LNG service will be provided to the Company as discussed at pages 30 to 34 of UGI Gas Statement No. 2, the Direct Testimony of Jesse R. Tyahla and detailed in UGI Gas Exhibits UGI-JRT-8 and 9.									
Purchase of Renewable Natural Gas (“RNG”) Pilot Program

20. The Joint Petitioners agree that UGI Gas will enter into a five-year contract to obtain 909 dth per day of RNG from the Archaea Energy (“Archaea”) facility as identified on pages 35-39 of UGI Gas Statement No. 2, the Direct Testimony of Jesse R. Tyahla.  

21. As part of the proposed transaction, UGI Gas will undertake a five-year pilot program that will explore the ability to generate revenues through the sale of Renewable Identification Numbers (“RINs”) associated with the Archaea Contract.  The pilot will focus on offsetting or lowering the cost premium of the gas purchased in the Archaea Contract by selling associated RINs and crediting net revenues (i.e., revenue remaining from RIN sales after fees are incurred to monetize the RINs) received from the sale of those RINs to the PGC.[footnoteRef:4] Under the pilot, the PGC will be credited with either the first $12.50/dth of net RIN sales revenue, or the full cost premium of RNG over the alternative non-RNG supply cost, whichever is lower.  The RNG cost premium will be determined on a monthly basis as the difference between the RNG cost less the otherwise applicable gas commodity price of Inside FERC Index for Tennessee Gas Pipeline Zone 4-300 Leg. The Company shall be permitted to retain any net RIN sales revenues above this amount, and those net revenues will be split evenly between UGI Gas and Archaea pursuant to the five-year agreement between UGI Gas and Archaea. Such retained RINs or RIN sales revenues retained by the Company, if any, shall be considered below the line for ratemaking purposes. [4:  	As discussed on page 25 of UGI Statement No. 2-R, the Rebuttal Testimony of Jesse R. Tyahla, the Company developed an initial analysis to show the revenue that would be generated through the sale of RINs.  This analysis, assuming average market conditions experienced over the last five years, showed that PGC customers would pay no cost premium associated with the inclusion of RNG in the PGC portfolio, but would actually have achieved a net lower overall gas cost utilizing the RNG supply rather than traditional gas supply. Although this analysis relies on the recent RIN market and provides no guarantee of future market conditions being at the same or higher levels, it demonstrates the significant cost premium offsets which may be achieved.] 


22. In its next PGC filing, UGI Gas agrees to: (1) report on the daily quantities of RNG purchased; (2) identify the PGC rate impact of its RNG purchases; (3) identify the BTU content of its RNG purchases to the extent such data is available; and (4) report on the RIN sales activity, including volumes sold and prices obtained on a monthly basis.

23. Approval of the Company’s proposal in this proceeding to increase the RNG gas supply portfolio percentage to 1.0% for the PGC year that begins December 1, 2022, and to 2.0% for the PGC year that begins December 1, 2023, or any other proposal to increase RNG gas supply, is deferred without prejudice and any such proposal to increase the amount of RNG gas supply will be evaluated in future PCG [sic] proceedings.

Peaking Contract RFP Modifications

24. The Joint Petitioners agree that the Company will conduct a three-year pilot regarding the format of its peaking contract RFPs. The Company’s bid form will clearly state that bids must include payment terms over both a four-month (December-March) and five-month (November-March) period.  The Company will evaluate RFP responses in a manner which is inclusive of projected PGC over/under collection and PGC interest impacts with regard to fixed charges and least cost procurement obligations. The Company will provide the evaluation in live Excel format. The Company will make the RFP responses available in future PGC proceedings to the statutory Parties and provide a recommendation based on the results of the pilot in the 2025 PGC proceeding.

STANDARDS AND FINDINGS

25. This proceeding involves Commission review pursuant to Sections 1307 and 1318 of the Public Utility Code.  Under Section 1307(f), the Commission, after hearing, must determine what portion of the gas costs UGI Gas may recover for a previous 12-month period under the standards set forth in Section 1318.  In addition, the Commission must determine whether the requirements of Section 1318 can be met.  This determination must precede Commission approval of the Company’s proposed rates.  The historic period reviewed in this proceeding is the 12-month reconciliation period ending March 31, 2021.  The proposed rates are intended to become effective December 1, 2021.

Historic Reconciliation Period Standards

26. With respect to UGI Gas’s gas purchases and gas purchasing practices during the 12-month historic reconciliation period ending March 31, 2021, the Joint Petitioners agree that UGI Gas has met the standards set forth in Section 1318 of the Public Utility Code, as required by Section 1307(f)(5) of the Public Utility Code.  As a result, the Joint Petitioners request that the Commission find, pursuant to Section 1307(f)(5) of the Public Utility Code, and based upon the evidence presented by the Joint Petitioners in this case, that during the 12-month period ended March 31, 2021, UGI Gas has pursued a least-cost fuel procurement policy, consistent with its obligation to provide safe, adequate and reliable service to its customers, as required by Section 1318 of the Public Utility Code.  Information submitted by UGI Gas in support of the required statutory findings can be found in the following sections of UGI Gas Exhibit 1 and UGI Gas Exhibit 2:[footnoteRef:5]  [5:  	UGI Gas Exhibit 1 and 2 are fully described in the Joint Stipulation for Admission of Evidence, which was filed on August 13, 2021. ] 


a) FERC Participation (66 Pa. C.S. §§ 1317(a)(1), 1318(a)(1); 52 Pa. Code § 53.64(c)(4)):  Prefiling, Section 3.
b) Supplier Negotiations/Renegotiations (66 Pa. C.S. §§ 1317(a)(2), 1318(a)(2); 52 Pa. Code §§ 53.64(c)(3), (c)(6)):  Prefiling, Sections 1, 2 and 5.
c) Efforts to Obtain Lower Cost Supplies (66 Pa. C.S. §§ 1317(a)(3), 1318(a)(3); 52 Pa. Code §§ 53.64(c)(1), (c)(3), (c)(6)): Prefiling, Sections 1, 2, and 5.
d) Withheld Supplies (66 Pa. C.S. §§ 1317(a)(4), 1318(a)(4); 52 Pa. Code § 53.64(c)(6)): Prefiling, Section 5.
e) Affiliated Purchases (66 Pa. C.S. §§ 1317(b), 1318(b); 52 Pa. Code § 53.65): Prefiling, Section 13.
f) Least Cost Fuel Procurement Policy (66 Pa. C.S. §§ 1317(a), 1318(a); 52 Pa. Code §§ 53.64(c)(1), (c)(3), (c)(6)): Prefiling, Sections 1, 2 and 5.
g) Calculation of 2021 PGC Rates:
i) June 1, 2021, Filing, Schedule A – Computation of Purchased Gas Cost Rate effective December 1, 2021;
ii) June 1, 2021, Filing, Schedule B (page 1) – Development of Projected Cost of Gas (C-factor);
iii) June 1, 2021, Filing, Schedule B (pages 2-13) – Projected Supply Volumes, Rates, Costs April 2021 through November 2021;
iv) June 1, 2021, Filing, Schedule C – Development of Experienced Cost of Gas (E-factor);
v) June 1, 2021, Filing, UGI Gas Statement No. 1, Written Direct Testimony of Kimberly A. Bassininsky, Senior Analyst – Rates.
h) Reliability (66 Pa. C.S. §1317(c)):  Prefiling, Section 14, and June 1, 2021, Filing, UGI Gas Statement No. 2, Written Direct Testimony of Jesse R. Tyahla, Director – Energy Supply and Planning.

Projected Period Findings

27. With respect to the 12-month period beginning December 1, 2021, the period of time during which the proposed rates would be in effect, the Joint Petitioners agree and request the Commission find that UGI Gas has satisfied each of the standards for a least cost procurement policy set forth in Section 1318 of the Public Utility Code, including the standards set forth in Sections 1318(a)(1), 1318(a)(2), 1318(a)(3), 1318(a)(4), 1318(b)(1), 1318(b)(2), and 1318(b)(3), based upon the evidence of record in this proceeding.  Nevertheless, it is expressly understood and agreed that such findings, relating to the rates to become effective December 1, 2021, are made solely for the purpose of setting prospective rates and shall be subject to further review in an appropriate future proceeding.  This Section of the Settlement, Section III.B, is not intended to limit or prevent any party from challenging projected gas purchases that actually have been made, including those made during the interim period of April 1, 2021 through November 30, 2021 and future gas purchasing practices that have been implemented, or from reviewing whether these gas purchases and gas purchasing practices have, in fact, complied with the standards of Section 1318, except as provided in Section II above.

28. If in an appropriate future proceeding, gas purchases and gas purchasing practices relating to the period December 1, 2021 through November 30, 2022 are challenged, the Commission’s findings made pursuant to Section III.B of this Settlement shall pose no bar to the examination of such purchases and practices including, but not limited to, disallowance of or reductions to, such costs during the one-year period commencing December 1, 2021, except as provided in Section II above.

29. The Joint Petitioners also agree that future examination of the gas costs relating to the period April 1, 2021 through November 30, 2021, to determine whether UGI Gas’s experienced and projected gas purchases and gas purchasing practices complied with the standards set forth in Section 1318 of the Public Utility Code, 66 Pa. C.S. § 1318, shall be permitted and that the Commission’s adoption of the findings under Section III.B of this Settlement shall not be construed to limit or prevent any disallowance or reduction of such costs, except as provided in Section II above.

Joint Settlement at 3-10, ¶¶ 15-29.

		The Joint Settlement is conditioned on the following additional terms and conditions, utilizing the original numbering found within the Petition for Joint Settlement:

GENERAL PROVISIONS

30. This Settlement is conditioned upon the Commission’s approval of the terms and conditions contained herein without modification, addition or deletion.  If the Commission modifies the Settlement or fails to approve, by December 1, 2021, the terms and conditions of this Settlement, then any of the Joint Petitioners may elect to withdraw from this Settlement and may proceed with litigation.  In such event, this Settlement shall be void and of no effect.  Such election to withdraw must be made in writing, filed with the Secretary of the Commission and served upon all Joint Petitioners within five (5) business days after the entry of an order modifying or disapproving the Settlement.

31. If the Commission modifies or does not approve the Settlement and the proceeding continues to hearing on the issues that are the subjects of this Settlement, the Joint Petitioners reserve their respective rights to present additional testimony and to conduct full cross-examination, briefing and argument on these subjects.

32. If the ALJ approves this Settlement without modification, the Joint Petitioners waive their rights to file exceptions.

33. Except as otherwise specifically provided in this Settlement, this Settlement is proposed by the Joint Petitioners to settle all issues in the instant proceeding and is made without any admission against, or prejudice to: (1) any position that any party may adopt during any subsequent litigation of this proceeding if the Commission disapproves or modifies this Settlement; or (2) any position that any party may adopt in any other proceeding.

34. It is understood and agreed among the Joint Petitioners that this Settlement is the result of compromises by all Joint Petitioners and does not necessarily represent the position(s) that would be advanced by any party in the event this proceeding were to be litigated fully.

35. This Settlement is being presented only in the context of this Section 1307(f) proceeding in an effort to resolve certain outstanding issues in a manner that is fair and reasonable.  Except as otherwise specifically provided in this Settlement, the Settlement reflects compromises on all sides and is presented without prejudice to any position that any of the Joint Petitioners may have advanced and without prejudice to the positions that any of the Joint Petitioners may advance in the future on the merits of the issues.

36. The Joint Petitioners acknowledge and agree that this Settlement shall have the same force and effect as if the Joint Petitioners had fully litigated this proceeding with regard to the historic period ended March 31, 2021.

Joint Settlement at 10-11, ¶¶ 30-36.

PUBLIC INTEREST ANALYSIS

As noted above, it is the policy of the Commission to encourage settlements.  52 Pa. Code § 5.231(a).  The benchmark for determining the acceptability of a settlement or partial settlement is whether the proposed terms and conditions are in the public interest.  York Water, supra.  This Recommended Decision will examine whether the Joint Settlement is in the public interest, satisfies applicable statutes and regulations for 1307(f) filings and is supported by substantial evidence, and therefore should be adopted.  In this case, the Settlement itself does not contain any detailed discussion of whether it is in the public interest.  Rather, the Parties have relied upon their respective Statements in Support of the Settlement to demonstrate that the Settlement is in the public interest and should be approved.

UGI’s Statement in Support

		UGI submitted a Statement in support of the Joint Settlement.

[bookmark: _Hlk81560189]		UGI asserts that the Settlement reflects a carefully balanced compromise of the interests of the Joint Petitioners to this proceeding.  UGI Statement at 2.  UGI addresses the following issue areas in contending that the proposed Settlement is reasonable and is in the public interest: Design Day; UGIES Contract Consolidation; Peak Day Capacity Supply Additions; Purchase of Renewable Natural Gas (RNG) Pilot Program; and, Peaking Contract RFP Modifications.  This is the order in which they are presented in the UGI Statement in Support and will be summarized, below. 

UGI states that the agreed upon design day is in the public interest:

Adopting UGI Gas’s projected design day figure, which was unopposed by the parties to this proceeding, is in the public interest because it provides the Company with the capacity needed to respond to the needs of its core market customers on peak winter days in accordance with its obligations as the supplier of last resort.  The design day figure agreed to by the Joint Petitioners is necessary for UGI Gas to ensure continuous, reliable service under design day conditions.  (UGI Gas St. 2, pp. 6, 10-12).  The Company’s projected design day figure also accounts for the experienced growth of UGI Gas’s core market customers, which UGI Gas anticipates will continue.  If the Company did not include this expected customer growth, it would put the Company at risk of underestimating peak day demand.  (UGI Gas St. 2, p. 17).  Therefore, this Settlement term is in the public interest and should be approved.  

UGI Statement at 2-3.

		With respect to contract consolidation, UGI maintains that UGI proposed to accept the offer that would consolidate the twelve existing contracts listed on page 28 of Statement 2 as of October 31, 2021. (UGI Gas St.2, pp. 27-28).  No party opposed UGI Gas’s proposal. In Settlement, the Joint Petitioners agreed that UGI Gas will consolidate the twelve existing contracts between UGI Gas and UGIES for a total quantity of 259,476 dth per day for the term of 2021 through 2036.  UGI states that:

Acceptance of UGIES’s offer to consolidate the twelve existing service agreements through 2036 provides several benefits. The proposal provides a discount to the Company’s existing agreements in the form of a lower annual reservation charge over the contract term, compared to current pricing, and removes uncertainty of GDP Deflator rates on renewals. (UGI Gas St. 2, p. 28). The consolidated service agreements continue to provide supply reliability by maintaining the right to extend the agreements upon expiration of the initial and subsequent terms.  (UGI Gas St. 2, p. 28). Specifically, the consolidated offer will provide an estimated average cost savings of approximately $2.7 million per year over a 15-year period, or $40 million over the term of the agreements as compared to the rates presently charged under the existing agreements. This represents material savings for UGI Gas’s core market customers. (UGI Gas St. 2, p. 29). Lastly, maintaining twelve contracts is much more administratively burdensome when compared to the proposed three contracts and will lessen the need for repetitive requests for proposals (“RFPs”) for the same or similar services as the Company already receives few bidders for peaking or delivered supply services. (UGI Gas St. 2, pp. 28-29). For these reasons, the Settlement term accepting the proposed contract consolidation is in the public interest and should be approved.

UGI Statement at 4.

		With respect to peak day capacity supply additions, UGI provided to the Parties both a short-term and long-term analysis, particularly as related to UGI’s gas system serving the West Shore of the Harrisburg area.  UGI anticipated a 25,891 dth shortfall in its peak day capacity for the upcoming 2021-2022 winter.  (UGI St 2-R, p. 4).  A portion of this total peak day capacity shortfall is related to a location on UGI Gas’s system serving the West Shore.  The Company states that it has experienced load growth in this part of its distribution system and has also identified that there is limited availability for supplemental supplies at this time. This portion of the distribution system is primarily served by Columbia Gas Transmission, LLC (Columbia).  In order to obtain additional gas supply from Columbia, an expansion project would be needed.  In February of 2021, UGI Gas inquired about the possibility of an expansion project.  According to UGI, Columbia did not provide a viable expansion project to the Company.  (UGI St. 2, p 30).  As a result, UGI Gas conducted a detailed load analysis to specifically identify the magnitude of the undersupply in the West Shore area.  (UGI Gas St. 2, p. 30).  Specifically, the Company identified an immediate need for up to 5,910 dth per day on a peak day for the upcoming 2021-2022 winter.  (UGI St. 2, pp. 31, 33).  UGI Statement at 4-5.  UGI also assessed the long-term implications for this area to determine whether it was appropriate to explore long-term supply solutions, such as pipeline expansions or new construction projects.  The Company applied a growth rate, consistent with the most recent three-year period, to the upcoming fifteen-year period.  The results of that analysis showed a potential shortfall of 22,521 dth per day and 88,894 dth seasonally by the 2038-2039 winter.  (UGI St. 2, p. 31).  UGI Statement at 5.

		UGI has taken steps to identify possible supply solutions.  To address the short-term needs, the Company issued an RFP in June 2021 seeking a mobile liquified natural gas (LNG) service.  (UGI St. 2-R, p. 3).  As explained in UGI St. 2-R, the Company proposed to accept the offer from Mobile LNG Supplier A because it satisfied the requirements of the RFP and met the least cost procurement obligation on an annualized per dth basis.  The mobile LNG service will fully address the West Shore’s peak day supply shortfall needs beginning in winter 2021-2022 and continuing until the permanent LNG solution is constructed (described below as the “long-term” solution for the West Shore).  The 10,000 dth per day being provided more than satisfies the specific needs of the West Shore for the 2021-2022 season and is beneficial because it provides additional flexibility to the UGI Gas distribution system. (UGI Gas St. 2-R, p. 4). This LNG frees up a portion of existing interstate pipeline capacity into the West Shore so that adjacent segments of UGI Gas’s system can benefit by utilizing this excess pipeline capacity previously utilized for the West Shore.  As a result of this flexibility, the excess supply provided by the mobile LNG short-term solution can be utilized, in part, to satisfy the total system shortfall of 25,981 dth per day.  (UGI Gas St. 2-R, p. 4).  UGI Statement at 5-6.

		The parties also agreed that in order to address the remaining total system shortfall of 15,891 dth per day, UGI Gas will accept a reduced quantity of delivered Texas Eastern supply of 15,891 dth per day from UGIES (UGIES Offer 1).  The term of these supply contracts will be three years (2021-2024).  (Settlement ¶¶ 17, 18).  Together, the offers for 10,000 dth per day of mobile LNG and 15,891 dth per day of supply provided by UGIES Offer 1 satisfy the total expected system shortfall identified by the Company.  UGI Statement at 6.

		UGI maintains that acceptance of these two offers selected by UGI Gas and agreed to by the Joint Petitioners is in the public interest because these offers meet the Company’s least cost procurement obligation, while providing the necessary peak day capacity for UGI Gas.  UGI states that this peak capacity provides reliable and continuous service to UGI Gas’s core market customers throughout the year and on peak day, consistent with its obligations as the supplier of last resort.  UGI asserts that without the additional capacity provided for in the Settlement, UGI Gas is at risk for having insufficient capacity to meet the total peak day capacity needs on its system during the upcoming winter.  (UGI Gas St. 2, p. 31).  UGI Statement at 7.

		With respect to addressing the long-term needs of the West Shore, which included building a lateral to the Texas Eastern pipeline system, expanding the current service with Columbia, or developing a source of localized supply (e.g., LNG or compressed natural gas (CNG)), the Company proposed to accept the UGIES Offer II for LNG service for 40,000 dth per day.  UGIES Offer II involves the construction of a new LNG tank facility that will be owned by UGIES and is expected to be in service by winter 2024-2025.  (UGI Gas St. 2, p. 33).  UGI Statement at 7.  

		No party opposes UGI Gas’s proposal to address the long-term needs of the West Shore:

In the Settlement, the Joint Petitioners agreed that to address the West Shore’s long-term supply needs (2024 and beyond), UGI Gas will accept the UGIES Offer II for LNG service of 40,000 dth per day to be provided by an LNG facility to be constructed, owned and operated by UGIES and located in the West Shore area.  (Settlement ¶ 19).  This provision of the Settlement is in the public interest and should be approved because, in addition to providing a permanent long-term solution to the supply needs of the West Shore, there are many benefits associated with adding the proposed LNG facility.  Adding LNG to the UGI Gas system will further diversify the supply options available to the Company.  In addition, it will increase the Company’s flexibility to meet growing and changing supply needs on other parts of its service territory.  (UGI Gas St. 2, pp. 33-34).

UGI Statement at 8.

	UGI Gas proposes to incorporate RNG into its supply portfolio.  UGI will have an RNG facility, owned by Archaea Energy, LLC (Archaea), directly connected to its system beginning in the fall of 2021.  (UGI Gas St. 2, p. 35).  The direct connection will provide UGI Gas with access to RNG that does not require any transportation while also providing environmental benefits to customers and local communities.  (UGI St. 2, pp. 39-40).  The parties engaged in extensive settlement discussions regarding the RNG proposal, and the Settlement reflects a compromise of the Joint Petitioners’ positions on these issues.  The Settlement adopts the Company’s RNG proposal with several modifications.  UGI argues that that UGI Gas will enter a five-year contract to obtain 909 dth per day of RNG from Archaea, as identified on pages 35-39 of UGI Gas Statement No. 2.  (Settlement ¶ 20).   UGI asserts that approval of UGI Gas’s RNG proposal as modified by the Settlement is in the public interest because it provides benefits to the customers and the local communities located in UGI Gas’s service territory, as well as to the Commonwealth of Pennsylvania.  Here, UGI cites documented environmental benefits as recognized by the Environmental Protection Agency (EPA).  The EPA has identified RNG as reducing greenhouse gas emissions because RNG projects capture and recover methane that will already be produced and otherwise released into the atmosphere as climate pollutants.  (UGI Gas St. 2, p. 16).  UGI Statement at 11-12.

	UGI states that RNG has the potential to be sourced from dairies, wastewater treatment plants, and food waste plants.  (UGI Gas St. 2, p. 17).  These sources serve as a means to reduce greenhouse gas emissions while allowing local businesses and communities to reap the economic benefits of utilities sourcing gas locally.  Pennsylvania, and UGI Gas’s service territory specifically, is full of these local sources of sustainable, environmentally friendly gas production.  (UGI Gas St. 2, p. 17).  UGI cites a recent Statement on UGI Gas’s proposed Tariff Supplement at Docket No. R-2021-3026078, by Chairman Gladys Brown Dutrieuille expressing support for the introduction of RNG on UGI Gas’s system, noting the potential benefits to commercial and agricultural entities in the Commonwealth.  See UGI Utils., Inc. – Gas Division Supplement No. 21 to Tariff UGI Gas Pa. P.U.C. No. 7, Docket No. R-2021-3026078 (St. Comm’r Chmn. Brown Dutrieuille, August 5, 2021).  UGI Statement at 12.

	UGI further states that in addition to the quantifiable environmental benefits recognized by the EPA, incorporating RNG into the Company’s supply portfolio will provide UGI Gas with a potential portfolio option that serves as a means to reduce or mitigate the impacts of increased capital expenditures and new regulatory requirements on interstate pipelines.  As the cost of interstate pipeline transportation continues to increase, while pipelines modernize their systems, investing in locally sourced RNG now may provide a growing economic benefit over of the life of the supply agreement.  (UGI Gas St. 2, p. 18).[footnoteRef:6]   UGI Statement at 12-13. [6:  	UGI states that, “To address I&E’s and OSBA’s concerns regarding the cost of RNG, as well as I&E’s concerns regarding the length of the contract term, UGI Gas agreed to a transaction that would provide 909 dth per day of RNG for $15.00 per dth for a 5-year contract period (as opposed to the original 15-year contract period), with a credit to the PGC for the sale of RINs based on the offsetting cost of gas supply, as described in the Company’s rebuttal testimony.  (UGI Gas St. 2-R, pp. 25-26).  In order to provide the shorter contract, net RIN sale revenues above the amount to be credited to the PGC will be split evenly between UGI Gas and Archaea.”  UGI Statement at 13.] 


	UGI Gas states that it will undertake a five-year pilot program that will explore the ability to generate revenue through the sale of RINs associated with the Archaea contract.  (Settlement ¶ 21).  

The pilot will focus on offsetting or lowering the cost premium of the gas purchased in the Archaea contract by selling associated RINs and crediting net revenues (i.e., revenue remaining from RIN sales after fees are incurred to monetize the RINs) received from the sale of those RINs to the PGC.  Under the pilot, the PGC will be credited with either the first $12.50 per dth of net RIN sales revenue, or the full cost premium of RNG over the alternative non-RNG supply cost, whichever is lower.  (Settlement ¶ 21).  The RNG cost premium will be determined on a monthly basis as the difference between the RNG cost less the otherwise applicable gas commodity price of Inside FERC Index for Tennessee Gas Pipeline Zone 4-300 Leg.  (Settlement ¶ 21).   

UGI Statement at 13.

		UGI contends that the Settlement provision regarding RIN sales is in the public interest because it provides an opportunity for UGI Gas to sell the RINs associated with the purchase of RNG and credit a portion of those revenues to the PGC to offset the cost of RNG for PGC customers.  UGI performed an initial analysis to show the revenue that could be generated through the sale of RINs.  This analysis, assuming average market conditions experienced over the last five years, showed that PGC customers would pay no cost premium associated with the inclusion of RNG in the PGC portfolio.  Although this analysis relies on the recent RIN market and provides no guarantee of future market conditions being at the same or higher levels, it demonstrates the significant cost premium offsets that may be achieved.  (UGI Gas St. 2-R, 25).  UGI Statement at 13-14.  The Joint Petitioners agree that as part of the Settlement, in its next PGC filing, UGI Gas will: (1) report on the daily quantities of RNG purchased; (2) identify the PGC rate impact of its RNG purchases; (3) identify the BTU content of its RNG purchases to the extent such data is available; and (4) report on the RIN sales activity, including volumes sold and prices obtained on a monthly basis.  UGI asserts that these reporting requirements are in the public interest because they will provide interested parties and the Commission with valuable information to assess the effectiveness of UGI Gas’s RNG proposal in future PGC cases.  UGI Statement at 14.

		The Joint Petitioners agree that the Company will defer without prejudice its proposal to increase the amount of RNG procured in future years.  UGI argues that given the totality of Settlement provisions on the Company’s RNG proposal, the Settlement’s treatment of the purchase of RNG should be approved as it reflects a reasonable compromise of the parties’ positions on the RNG proposal and maintains the right to propose an increase in RNG gas supply in future proceedings and based on changing market circumstances.  The Settlement provides that the Parties will have an opportunity to evaluate and present testimony on any proposal to increase RNG gas supply that is made in a future proceeding.   UGI Statement at 14-15.

 		With respect to peaking contract RFP modifications, UGI holds a number of these contracts which allow the Company to call on firm supplies for a specific number of days during the winter heating period.  The annual reservation charge for the majority of these services is paid in equal installments over the service period (i.e., the winter period in which UGI Gas may call upon these supplies, or November through March).  (UGI Gas St. No. 2-R p. 7).  UGI Statement at 15.  The issue of payment terms for the Company’s peaking contracts has been addressed in UGI Gas’s three most recent PGC proceedings.  UGI maintains that:

[I]n light of the Company’s recent experience with the 2021 RFP, the Company supports using the same peaking RFP process that was agreed upon in the 2019 and 2020 PGC settlements for any RFPs the Company may issue on a prospective basis.  (UGI Gas St. No. 2-R, p. 12).  In response to the Company’s January 2021 Peaking RFP, the Company received offers that included four-month payment terms and offers that included five-month payment terms.  The Company has selected a peaking contract offer with a four-month payment term when it is cost effective to do so.  (UGI Gas St. 2-R, pp. 9-10).  As UGI Gas explained, requiring only a four-month payment term could increase costs because suppliers providing peaking service may charge a premium for payment terms over four months rather than five, which could adversely impact costs to the PGC.  Without the option of having five-month payment terms (November – March), the Company and customers would be placed at the disadvantage of not knowing if cheaper prices could be obtained by paying for the peaking services over five months.  (UGI Gas St. 2-R, pp. 10-11).   

UGI Statement at 16.

		The Settlement provides that the Company will conduct a three-year pilot regarding the format of its peaking contract RFPs. (Settlement ¶ 24).  The Company’s bid form will clearly state that bids must include payment terms over both a four-month (December-March) and five-month (November-March) period.  (Settlement ¶ 24).  The Company will evaluate RFP responses in a manner inclusive of projected PGC over/under collection and PGC interest impacts with regard to fixed charges and least cost procurement obligations. (Settlement ¶ 24).  The Company will provide the evaluation in live Excel format. (Settlement ¶ 24).  The Company will make the RFP responses available in future PGC proceedings to the statutory Parties and provide a recommendation based on the results of the pilot in the 2025 PGC proceeding.  (Settlement ¶ 24). 
 
		UGI asserts that the Settlement will enable the Company to fully evaluate the pricing impact of excluding and including the November payment in peaking service contracts (on a going forward basis) and allow UGI Gas to select the contract that provides the most favorable terms for customers.  UGI argues that it is important to continue to request bids for both the four-month period and the five-month period in pursuit of least cost procurement opportunities.  (UGI Gas St. No. 2-R, pp. 10-11).  UGI explains that if the Company were to only request four-month payment options, the Company would be unable to properly evaluate any cost differences, or price premiums that bidders may include in their proposals (due to delaying payment for services provided in November, with payments for those service only beginning in December).  (UGI Gas St. No. 2-R, pp. 9-10).  UGI concludes that the pilot reflected in the Settlement will provide the Company with the most comprehensive information and options so that the Company may select the least cost option consistent with its obligations under the Public Utility Code and will also give the Company a historic baseline for establishing a permanent practice as part of its 2025 PGC proceeding.  UGI concludes that this Settlement provision is reasonable, in the public interest and, should be approved.  UGI Statement at 17.

Office of Small Business Advocate’s Statement in Support

		The OSBA submitted a Statement in Support of the proposed Settlement.  

		The OSBA had substantial concerns about the Company’s original proposal to purchase RNG.  OSBA maintains that as originally proposed, the purchase cost was far in excess of market prices for natural gas, with no offsetting revenues from the sale of environmental credits called “Renewable Identification Numbers” or “RINs.” being credited to ratepayers.  OSBA Statement 2.  OSBA does, however, state that the Joint Petition substantially addresses these concerns by limiting the approved purchase of RNG from Archaea to five years and by crediting ratepayers with net revenues from the sale of RINs.  OSBA also emphasizes that the Company has agreed to report back on the impact of the Archaea contract on ratepayers in its next PGC proceeding, at which time parties will be able to evaluate the whether the Company’s RNG program performed as UGI Gas expected.  OSBA Statement at 3.  OSBA supports the proposed Joint Petition and has requested that the Commission approve the Joint Petition in its entirety.  OSBA Statement at 4.

The Bureau of Investigation and Enforcement’s Statement in Support

		The Bureau of Investigation and Enforcement submitted a Statement in Support 
of the Settlement.

		I&E submits that the terms and conditions of the Joint Settlement are
in the public interest and represent a fair, just, and reasonable balance of the interests of
the parties in the above-captioned proceeding and UGI Gas customers.

		I&E explains that in past years, the Company made three separate annual Section 1307(f) filings for its three natural gas distribution companies: (1) UGI Utilities Inc., - Gas
Division (now South Rate District); (2) UGI Penn Natural Gas, Inc. (now North Rate
District); and, (3) UGI Central Penn Gas, Inc. (now Central Rate District).  Pursuant to the Joint Application of UGI Utilities, Inc., UGI Penn Natural Gas, Inc., and UGI Central Penn Gas, Inc., which was approved on September 20, 2018, UGI Gas merged the three NGDCs into the one remaining NGDC, UGI Gas, and established three (3) rate districts.  I&E Statement at 1.  I&E identifies a number of specific factors that it considered in supporting the Settlement.

		I&E states that in the Settlement, UGI and the Parties agree the Company will be permitted to use a design day figure of 2.08 BCF, which includes 2.02 BCF of design cold firm
requirements and 0.06 BCF of capacity reserves, for the Company’s firm core market needs (PGC and Choice Customer markets).  I&E supports this as in the public interest.  I&E Statement at 5-6.

		I&E supports the contract consolidation provision that will result in the formation of three contracts based on the service type provided: 1) Day-Ahead Peaking; 2) Intra-Day Peaking; and 3) Annual Delivery Service.  I&E technical staff analyzed the claims made by the Company and the testimony and exhibits presented.  I&E supports this settled upon term as a full and fair compromise that provides regulatory certainty and a resolution of this issue.  I&E Statement at 7.

		I&E agrees with the term of the Joint Settlement to address total peak day
capacity supply shortfall needs.  I&E explains that the RNG settlement terms represent a compromise with regard to the length of the RNG contract (reduced from 15 years to 5 years) and the selling of the RINs to offset the higher cost of the RNG gas, thus, I&E supports this resolution as in the public interest.  I&E Statement at 15.

		I&E states that UGI and the Parties agree that the Company will conduct a three-year pilot regarding the format of its peaking contract RFPs.  The Company’s bid form will clearly state that bids must include payment terms over both a four-month (December-March) and five-month (November-March) period. The Company will evaluate RFP responses in a manner which is inclusive of projected PGC over/under collection and PGC interest impacts with regard to fixed charges and least cost procurement obligations. The Company will provide the evaluation in live Excel format. The Company will make the RFP responses available in future PGC proceedings to the statutory Parties and provide a recommendation based on the results of the pilot in the 2025 PGC proceeding.[footnoteRef:7]  I&E Statement at 15-17. [7:  	I&E, however, continues to recommend that the Company alter future peaking contract payment schedules to eliminate payments in November and revise the payment schedule to a shorter four-month schedule (December through March) to more appropriately match gas costs and revenues and to reduce the large under collection in the final month of the PGC year.  I&E Statement at 16-17.] 

	
		I&E and the other parties agree that UGI Gas has met the standards set forth in Section 1318 of the Public Utility Code, as required by Section 1307(f)(5) of the Public Utility Code.  I&E Statement at 17.

		With respect to the 12-month period beginning December 1, 2021, the period of time during which the proposed rates would be in effect, I&E and the other parties request that the Commission find that UGI Gas has satisfied each of the standards for a least cost procurement policy set forth in Section 1318 of the Public Utility Code, including the standards set forth in Sections 1318(a)(1), 1318(a)(2), 1318(a)(3), 1318(a)(4), 1318(b)(1), 1318(b)(2), and 1318(b)(3), based upon the evidence of record in this proceeding. Nevertheless, it is expressly understood and agreed that such findings, relating to the rates to become effective December 1, 2021, are made solely for the purpose of setting prospective rates and shall be subject to further review in an appropriate future proceeding. Further, I&E and the other parties agree that future examination of the gas costs relating to the period April 1, 2021, through November 30, 2021, to determine whether UGI Gas’s experienced and projected gas purchases and gas purchasing practices complied with the standards set forth in Section 1318 of the Public Utility Code, 66 Pa. C.S. § 1318, shall be permitted and that the Commission’s adoption of the findings under Section III.B of the Settlement shall not be construed to limit or prevent any disallowance or reduction of such costs, except as provided in Section II in the Joint Petition.  I&E Statement at 18.

		I&E concludes that it supports the Joint Petition for Settlement of Section 1307(f) Rates Investigation as being in the public interest and respectfully requests that the Commission approve the terms and conditions contained in the Settlement without modification.  I&E Statement at 21.

Office of the Consumer Advocate’s Statement in Support

		The Office of the Consumer Advocates submitted a Statement in Support of the Joint Settlement.

		In its Statement of Support, the OCA focuses primarily on the Purchase of RNG Pilot Program.  The OCA states that:

[T]he Joint Petitioners agreed that UGI will enter into a five-year contract to obtain 909 dth per day of RNG from the Archaea Energy (Archaea) facility. As part of the proposed transaction, UGI will undertake a five-year pilot program that will explore the ability to generate revenues through the sale of RINs. The pilot will focus on offsetting or lowering the cost premium of the gas purchased in the Archaea Contract by selling associated RINs and crediting net revenues received from the sale of the RINs to the PGC. Settlement 21. Under the pilot, the PGC will be credited with either the first $12.50/dth of net RIN sales revenue or the full cost premium of RNG over the alternative non-RNG supply cost, whichever is lower. Id. In its next PGC filing, UGI agrees to: (1) report on the daily quantities of RNG purchased; (2) identify the PGC rate impact of its RNG purchases; (3) identify the BTU content of its RNG purchases to the extent such data is available; and (4) report on the RIN sales activity, including volumes sold and prices obtained on a monthly basis. Approval of the Company’s request to increase the RNG gas supply portfolio percentage to 1.0% for the PGC year beginning December 1, 2022 and to 2.0% for the PGC year beginning on December 1,2023 is deferred without prejudice and will be evaluated in future PGC proceedings. 

OCA Statement at 4-5.

		The OCA notes that the RNG market, and the associated RIN market, is new and growing.  The OCA submits that the RNG settlement terms are in the public interest because, first, under the Settlement, the Company will shorten the length of its contract with
Archaea from the fifteen years originally proposed to five years, which will allow UGI to negotiate different terms if unanticipated complexities arise. Additionally, an extension of the
duration of the pilot program from three years to five years offers all of the parties more
time to evaluate the program which is particularly beneficial to the public interest as the parties 
gain more knowledge and understanding of RNG and RIN markets. UGI’s agreement to provide reports is in the public interest because it will provide access to more data and information that will be available for evaluation by the OCA and all parties in future PGC proceedings.  Finally, the Company’s agreement to defer its request to increase the RNG gas supply portfolio percentage to 1.0% beginning December 1, 2022, and to 2.0% beginning December 1, 2023, addresses the OCA’s concerns because it would provide the opportunity to evaluate the purchase of additional RNG in the next two years’ PGC proceedings. The OCA maintains that overall, the Settlement allows for the cautious exploration of these new markets while providing guiderails that protect consumers from unexpected market conditions.  OCA Statement at 5.

		While the OCA did not submit testimony with respect to the four other issue areas (Design Day, UGIES contract consolidation, peak day capacity supply additions, and peaking contract RFP modifications), the OCA did review the resolution of these and finds them reasonable.  The OCA submits that the terms and conditions of the Settlement are in the public interest and, therefore, should be approved.  OCA Statement at 6.

CONCLUSION

		First, the parties should be commended for their efforts to resolve this case through settlement rather than litigation.  I also thank the parties for their well-drafted Statements in Support of the Joint Settlement, about which more will be said, below.  

		The Joint Petition for Settlement of Rate Investigation Pursuant to 66 Pa. C.S. § 1307 filed on August 25, 2021, by UGI, I&E, OSBA and OCA, is in the public interest, consistent with the Commission standard for approving settlements and consistent with applicable law and regulations governing such filings.  No opposition was received in response to the Settlement.  Furthermore, the Joint Motion of the Parties for Admission of Evidence has been granted by a separate Order and the parties directed to provide the Secretary’s Bureau with these documents consistent with the Secretary’s efiling requirements.  As a result, the Settlement is also supported by substantial evidence of record.

		This Settlement is also in the public interest because it will conserve the resources of the Commission and the parties.  Commission policy promotes settlements.  52 Pa. Code § 5.231.  Settlements lessen the time and expense the parties must expend litigating a case and at the same time conserve administrative hearing resources.  The Commission has indicated that settlement results are often preferable to those achieved at the conclusion of a fully litigated proceeding.  52 Pa. Code § 69.401.  This Settlement will relieve the necessity for the Parties to submit additional pre-served testimony, participate in hearings, file post-hearing briefs, prepare any Exceptions or Reply Exceptions to a Recommended Decision or undertake any appellate activities following issuance of the Commission’s decision, if necessary.  The costs of such activities are ultimately borne by UGI’s customers and will be avoided through the filing of the settlement.  Avoiding further litigation will serve judicial efficiency and allow the parties and the Commission to conserve costly resources.
 
		Each of the provisions of the Settlement is reasonable and in sum support adopting the Settlement, without modification, as being in the public interest and consistent with applicable statutes governing 1307(f) filings.  The Settlement addresses the areas of concern that were raised by the intervening Parties in this proceeding, and as stated, above, the Settlement is supported by substantial evidence of record.  While the proposed PGC rate was not controversial, five issues are specifically addressed in the Joint Settlement: Design Day; UGIES Contract Consolidation; Peak Day Capacity Supply Additions; Purchase of RNG Pilot Program; and, Peaking Contract RFP Modifications.  On its face, the resolution of each issue appears to be reasonable.  This, however, is also borne out by the discussions contained in the Statements of Support filed by each of the Parties which reflect the concerns and compromises reached in crafting the Joint Settlement.  Obviously, these issues (which were, for the most part, also the subject of testimony) were discussed among the parties, and unlike the usual “black box” settlement offered in a rate case, we can see the relative positions of the parties and the steps taken to address and to accommodate their concerns. The interests of both the Company and the public advocates have been addressed and resolved in the Joint Settlement. 

Therefore, I recommend that the Commission find that the proposed Joint Settlement constitutes a fair, just and reasonable resolution of the Commission’s investigation, is in the public interest and should be adopted without modification by the Commission.  It is further recommended that the associated formal Complaints filed by the OCA at Docket No. C‑2021-3025994 and the OSBA at Docket No. C-2021-3026377 be dismissed as satisfied.

CONCLUSIONS OF LAW

1. The Commission has jurisdiction over the subject matter and the parties to this proceeding.  66 Pa. C.S. §§ 501, 1301, 1307(f), 1317 and 1318.

2. Commission policy promotes settlements.  52 Pa. Code § 5.231.

3. Settlements lessen the time and expense the parties must expend litigating a case and at the same time conserve administrative hearing resources.  The Commission has indicated that settlement results are often preferable to those achieved at the conclusion of a fully litigated proceeding.  52 Pa. Code § 69.401.

4. [bookmark: _Hlk82075912]In order to accept a settlement, the Commission must first determine that the proposed terms and conditions are in the public interest.  Pa. Pub. Util. Comm’n v. York Water Co., Docket No. R-00049165 (Order entered October 4, 2004); Pa. Pub. Util. Comm’n v. CS Water & Sewer Assocs., 74 Pa. PUC 767 (1991).

5. The decision of the Commission must be supported by substantial evidence.  2 Pa. C.S. § 704.

6. "Substantial evidence" is such relevant evidence that a reasonable mind might accept as adequate to support a conclusion.  More is required than a mere trace of evidence or a suspicion of the existence of a fact sought to be established.  Norfolk & Western Ry. Co. v. Pa. Pub. Util. Comm’n, 489 Pa. 109, 413 A.2d 1037 (1980); Erie Resistor Corp. v. Unemployment Comp. Bd. of Review, 194 Pa. Superior Ct. 278, 166 A.2d 96 (1961); and Murphy v. Pa. Dept. of Pub. Welfare, White Haven Ctr., 85 Pa. Commonwealth Ct. 23, 480 A.2d 382 (1984).

7. [bookmark: _Hlk81490110]UGI Utilities, Inc. – Gas Division is pursuing a least cost fuel procurement policy during the relevant time period consistent with its obligation to provide safe, adequate and reliable service to its customers in compliance with Section 1318 of the Public Utility Code. 66 Pa. C.S. § 1318.

8. [bookmark: _Hlk81490165]UGI Utilities, Inc. – Gas Division’s rates for purchased gas costs, as the parties have agreed upon in this proceeding, during the relevant time period are just and reasonable and in compliance with Section 1318 of the Public Utility Code. 66 Pa. C.S. § 1318.

9. UGI Utilities, Inc. – Gas Division has fully and vigorously represented the interests of its ratepayers in proceedings before the Federal Energy Regulatory Commission during the relevant time period in compliance with Section 1318(a)(1) of the Public Utility Code.  66 Pa. C.S. § 1318(a)(1).

10. UGI Utilities, Inc. – Gas Division has taken all prudent steps necessary to negotiate favorable gas supply contracts and to relieve itself from terms in existing contracts with its gas suppliers, which are or may be adverse to the interests of its ratepayers, during the relevant time period in compliance with Section 1318(a)(2) of the Public Utility Code. 66 Pa. C.S. § 1318(a)(2).

11. UGI Utilities, Inc. – Gas Division has taken 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 in compliance with Section 1318(a)(3) of the Public Utility Code. 66 Pa. C.S. § 1318(a)(3).

12. UGI Utilities, Inc. – Gas Division has not withheld from the market or caused to be withheld from the market during the relevant time period any gas supplies, which should have been used as part of a least cost fuel procurement policy in compliance with Section 1318(a)(4) of the Public Utility Code. 66 Pa. C.S. § 1318(a)(4).

13. UGI Utilities, Inc. – Gas Division has fully and vigorously attempted to obtain less costly gas supplies on both short-term and long-term bases from nonaffiliated interests during the relevant time period in compliance with Section 1318(b)(1) of the Public Utility Code. 66 Pa. C.S. § 1318(b)(1).

14. UGI Utilities, Inc. – Gas Division’s contracts, if any, for the purchase of gas from any affiliated interest during the relevant time period are consistent with a least cost fuel procurement policy in compliance with Section 1318(b)(2) of the Public Utility Code. 66 Pa. C.S. § 1318(b)(2).

15. Neither UGI Utilities, Inc. – Gas Division, nor any affiliated interest, during the relevant time period has withheld from the market any gas supplies, which should have been used as part of a least cost fuel procurement policy in compliance with Section 1318(b)(3) of the Public Utility Code. 66 Pa. C.S. § 1318(b)(3).

16. The Commission should approve, without modification, the Joint Petition for Settlement of the Rate Investigation Pursuant to 66 Pa. C.S. § 1307(f) that UGI Utilities, Inc., the OCA, the OSBA and the I&E have submitted at this docket as in the public interest.


ORDER


		THEREFORE,

		IT IS RECOMMENDED:

1. That the Joint Petition for Settlement of the Rate Investigation Pursuant to 66 Pa. C.S. §1307(f) submitted by 	UGI Utilities, Inc. – Gas Division, the Office of Consumer Advocate, the Office of Small Business Advocate, and the Bureau of Investigation and Enforcement at Docket Nos. R-2021-3025652, C-2021-3025994 and C-2021-3026377, dated August 25, 2021, be approved in its entirety without modification.

2. That UGI Utilities, Inc. – Gas Division be authorized to file a tariff supplement for service rendered on or after December 1, 2021, that implements, subject to updates and tariff modifications traditionally performed on December 1, the Purchased Gas Cost rate of $4.4594/Mcf.

3. That UGI Utilities, Inc. – Gas Division be authorized to file a tariff supplement, on one day’s notice to the Commission, containing changes in rates to provide for the recovery of its costs of purchased gas, consistent with the terms and conditions of the Joint Petition for Settlement of Section 1307(f) Rate Investigation.


4.	That UGI Utilities, Inc. – Gas Division, the Office of Consumer Advocate, the Office of Small Business Advocate, and the Bureau of Investigation and Enforcement, shall comply with the terms of the Settlement of Section 1307(f) Rate Investigation submitted in this proceeding, as though each term and condition stated therein had been the subject of an individual ordering paragraph.

5.	That upon the filing of a tariff supplement by UGI Utilities, Inc. – Gas Division, acceptable to the Commission as conforming with this Order and the Joint Petition for Settlement of Section 1307(f) Rate Investigation,  and the Commission’s approval thereof, the purchased gas rates established therein shall become effective for service rendered on and after December 1, 2021.

6.	That the Complaint of the Office of Consumer Advocate at Docket No. C‑2021-3025994 is deemed satisfied.

7.	That the Complaint of the Office of Small Business Advocate at Docket No. C-2021-3026377 is deemed satisfied.

8.	That upon acceptance and approval by the Commission of the tariff supplement and supporting data filed by UGI Utilities, Inc. – Gas Division, as being consistent with the Joint Petition for Settlement, the inquiry and investigation at Docket Number R-2021-3025652 shall be terminated and the docket marked closed.


Date: September 14, 2021						/s/				
								Dennis J. Buckley
								Administrative Law Judge
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