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D^OOT&ar:2,201J: 

ftosemary ChlavMta: 
Secretary 
f eiMsy! Miiia .Public Utility Commission 
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400 North Street 

17120 
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Utilities. 
Efeft&etNo, L40.13~234@23 

IMar Secretary. Chiavetta: 

Eiidoied please find the Office of Constimer Advocate •$; Commpits:,.; m &m 
mbove-captioned proceeding. 

Copter have Mm :mrv^Mpmi. all parties of recori: m y i i w h o a flif; ^ctoSId 
G^rtiicate; erf Service* 

Sincerely* 
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BEFORE THI 
PENNSYLVANIA PUBLIC UTILITY COMMISSI* 

Proposed RiutemaKing for Revision of ; 
52 Pc Code, Chapter 53; f § 53M1 -53.68, : Docket No; L~2013-234#923 
Pertatoiijg:to -the Recovery of Fuel Costs by : 
Qai Utilities : 

. wnnrr in AH 9:38 

COMMENTS OF THE 
OFFICl Of CONSUMER ADVOCATE 

I. Intrdduotiori. 

By. its Qrd^r entered May & 2013, the Pwisylvaiia. Public Utility•:ip&!MiM9ii 

(Commission), adofted ̂ ap 

itreamlte gasi^y^8,g^^8J:;i»1sfitalP* F«putp^fs 

otitic OPJ%:,small gas eompaiijte. includaall gas; utilities- that do not have tevtntiM in iEcesirf 

$40; million. The Office of Consuinar AdvocMe (OCA) supports the Ê i*i»ffiĝ <3̂ --»: «̂ 9ici«̂ rtsS'-

itBprove gas cost rate procedures for sitiall gas ĉ joripames,. Ingener^ the;modification 

proposed, fey -^iCopni^i^'w^tiltf improve irfmMsfirf^ 

accuracy,as to tiie eOTmeiity portion •# customer. :Wb.. For these ®as«i, tlmOCA ;s^pports ffe 

CommiisiM- sproposal to theeitent it improves ;oa the. r^orto 

The OCA. provides these additionM GmmmrM for eons id^ 

itimM and rate clesipi. 



11* Treatmeiitof Interest 

The Commissi^ thatare applied 

to gas costs. CiOTentlŷ  imall gas companies aM charged Interest for .OTereolteetions, As tjte 

COTimissioii e^plaitied? -**the primary olyeetiv^ of this proposed iiilemaMmg.Mcluii amending 

existing Commis§ioE regulations to atlow small gas utilities to^^ ratep^y^i en; 

nat under collections to be eopsisteni with the rules applicable to gas utilities: with rev 

eiceas of $40million (1307(f) gas utihties)^ Order at I, While small j^»^tiB6^s--8te cutienlly 

charged inteestwlMi they ;rcceiverev«u^ in excess of their actual gas costs, those same 

companies do not recover interest fern, ratepayers when fcy haveto utiifec.eoiiipany fiinda to 

purchase gas on behalf of ratepayers (%,£, when there is ah under <^00o$^;^_ cos! revenues 

from: ratepayers). 

The Gommission piloses to modify itii^gulations so that small gas eoffiptnies 

aresiipMedto thesame¥eig:alall.&iiS:£bat;6^1y'to.;l»|̂ .^s companies* Speciicaliy, the 

Commission-proposes that the interest rate applied to both over and under eoltectioiis byimill 

gas utilities should be the interest rate isealeulated fcr the large gas_ttlililaiegf-. iS46l̂ r: ̂ î̂ E ît": 

13O7(f)0) of the, Public Utility Code, Section 1307(i|(5) requires that interest...ciiarged;te 

ratepayers for under eoUeetions be applied at tie legalrate of interest, wtote inteest ehar^ito 

thccompany for over coltectiiig: ̂ ifi-.i^^ftyersvbe credited M the legal rate of mterestplus two 

percent && Pa JCiL f 1307|;I)(S).. Under Section 1307(l)p)f interest is <im0imMm^tMM 

ratepayefi aspniiietiicElly to order to MMvethe possible incentive of a coiiipifiy to over etiltei 

from ratepayers* 

lieGomiBission ̂ tj^,:jiii:St3-0i^eirt "e&peetlng small ggs uilities tepopc^ 

without ĵanna*̂ ' 'ajn̂ û fcl' -.-.SEKS . ̂ Upfd̂ f -eosts- arid sales volumes - both highly ¥iriiible feetdfs^ subject; to: 
2 



the .ickle nature of market conditions and weather patterns - places an unreasonable burden. 

upon tlent^ Order;at 13. Ie many instances, larger companies havegreater resources available 

to more accurately assess future trends, in ::ps pricing arid weather; variability. The OCA .submits,, 

however*, that gas. price foiwasting may not be as ai^ifiefot m issue for small gas eompaiiiis, 

p^iticularly those that rely on iee^l producers; for supply. The issue t^^ti&ed' fcy l̂ ofMh -.̂ srat' 

Bert. .& light, for ei:ainple,,was;One of taking advantage of lower cost supply that beeume; 

available rather than forectiting error. 

The (MIA submits: that the asyminetrie interest treatment should be.utilised for 

small ,g$$. c^mpaniis; at this time. Such. treitMent ;ptdvidel for the reasonSble fec^wciy: of costs; W 

the company while providing appropriate incentives to providemaeeur^ The-

OCA agrees with Commissioner Cawley thou^3 that the interest rate used for small; company; 

over 'aeêrriufenfecfeear 4S0kll̂ s»tŜ p̂̂ -:̂ lioTujLcl be examined independently of what is u^i^l. :jfojr=-|a!̂ s- *iJ&liiS*ss* • 

In his Statement, Cominiisioner Cawley invited parties, to ::.eoiBtwet:on whaftiey 

belieye t i the optimal interest i'^W^^p^^^^ of tiiisMlem^ With, 

regarrfto the;actual,faterestriteused! the;OCA;:St?hmits thiit;fotthese .small.gts eompaai.es, tying.; 

the rate used for over collections to. actpal,market conditions, may be a more rea^piipye 

ipproacli. T i e rate for under. eolleeti mm W y :be tied to .market QT-$$M-Z&®M many 

companies now do to avoid ino:easmg:ciistom.er rates i s ,& result -of this ftulemafcing. 

The OCA further submits that Merest rates should not impede each eompny's 

ability to procure lowei: cost supplies when available To the mMM WM Itt)curing;.fewer g>st 

supply results m in over collection |where rates we^-i^/assipj^Bg- | t |^N^- '^^^)>-s iB^: 

1 M€mm^^)mr:CMW^ ffifl&& m Ms St^teMiiii, popomi legfelaip m%M Rigdily 0m iiitereil. 
; £ # ^ J a i ^ 
tmtmm^M hmmmng mm Mm toiatest t^m; wfil̂ ti iitiy fee esttMtsIac! by tfee;0Ofiiio!ssi©n 6y :rigi&tiMi*w 



companies should be encouraged to make such lower eost gas purchaser without the fear that 

interest charges will result In financial harm. To address this pOiiihleissue, the OCA supports 

the adoption o f iiiterest rates that reflect ttarket conditions experienced by 'small: gas eompaiiies: 

and the interiiB acyustoent meehaeism discussed below. The OCA submits ffiat the interest rptes: 

mei should refleet actual itiaiket. conditions to prevent any incentives to over or under collect in 

a way that; would work to the against the interests of eonipmersi 

Under the current fegylatiOi% small gas ooinpMies; are required to recover at least; 

| 0% :Of purchased gas costs through bMe;rate^ with up to 1094;.of .gis/#st|.feeing recOver^l,, 

throp^: the Gas Cost Rate;|<3CR). Under thlf approaoh,,^^ typfcaJIy 

results in.annual changes to base rates:, The Commission has. pr tp^sed.to^ 

requireMOTt' that .at ie&st;90S& of gas costs be placed in;fease;rates. The. Coiimissten ̂ stateS: ;that 

moving these costs out of base rates will ensure that customers see the true cost of 0&±mi& t l i i f 

they can. then compare that cost to their usage. The Commission ,p!̂ po:$es t l ^ ' ' l . p ^ : ^ j ^ ; ; . e i ^ : 

should be part of the OCR $een,on each customer's ML 

The: OC A lupporti fc C^ 

wouMplaee 100% of ga$ costs in the OCR, The OCA agrees with; the ,Go:ipmissloit;iiat, 

separating; gas costs out on the bill wil l provide: each customs with a: better- Miierstanding;:af 

their gas usage. 'See^Oî er-at 14, Iinpotttoti^^^ 

companies modiiy teir base ratp frequenlly, often aiMual^ 

The current ratemikfag me#iani;sm; does: not result In signiicaniy greater rate stiM^ 

^; :g^:.^ni|^fij^:0£fei^;mties is. modified: so frequently. Creation: of a ̂ i i re" OCR wi l l 



provide added stability to delivery rates, the area that the gas company has:;&r greater control of 

costs. 

The Commission. Ms forther proposed the small gas coitiptnies be provMed fee ̂  

opportunity to update eosts oyer the course ofthe OCR year, Order at 16-17, In support of these 

ehanges t̂he Commission notes that OCR costs are projected, over a IS-inoBth period/in which 

"*gas costs can fluctuate greatly due tomtitet demand, temperature, :aad..<^U^^'J»s^e;**' Order 

at 16, The OCA, agrees with the Commission ̂ tihat. natmral..gas. j^ric^jhyav^ mi wil l continue* to 

be .highly variable. 

The .Comnislion fortift notes that the current OCR iiie^aniim.^. .feed pniially^ 

does not pmvide.t^hi^pillsas eonptny te make gas purchases that 

would b m # f eusfoniers, Tlie Comtnissioii states: 

Another eramplemay. occur when.; the imallgas^utiity operator 
:diperns,t|iat market conditions, provide .an.:oppoif unity for f ie 
utility to purchasegas at rates tbat.are lower than prcyectei. I f a 
pfility t^kes aivantage of an opportunity to purehase. ga# at rales 
. knver.than, iiiitlally .:proj:ecfed ;̂ It is l|kely th® oy&#liectioni • will. 
occur, On fc not act on the 
opportunity, M ratepaprslose, because they will .p$y-for.gaiM 
higher rEies, Thus,, under the Comite^ 
.small gas utility may-feepCTalked :for;makmg the tnosiof 
fivoimble market conditions when it projected paying higher costs 
mm a twelve inonth period, 

Order at 17. As discussed above, the OCA M that 

-sabnafltl;̂ gjfî .''ttt»liiî -̂;ŝ oî -̂fee provided the ;flemhilxty to p r o c u r e : ^ : ^ ^ . 0 ^ 0 § i oondilohs:^^ 

ftvorable,. The;OCA^ubriiits -titoJ.-ajEJ:@PMS'iit̂ lili*̂ :-̂ JiLcrttil̂  t&fefc opportunities to ;red;we g i t supply 

costs: whenever possible - even i f current rate ffieehmisms would result in a delay .for ratepayers 

to:;see those benefits. 



To the extent:the Commission:•$proposed iM)difieations;te. small gas company 

regulations would enhance the small ,g» companies * ability to reduce :the cost of gas supply for 

the benefit of ratepa.^rs, the OCA :sî ggp©if̂ - ibcpsfe, ̂ Bfeaets*. The OCA would note, howevert:;'that 

the proposed, regulations would: allow itnaligtS; companies the oppcttunlty to update, on mm 

day'STOtice, the OCR at any time realised, gas costs would -fesnlt In a rate change;of geater thpi 

2; percent Order at 17, The OCA is e^^ 

confiision as rates could chaiige multiple times.in short periods, and on anyd 

making budgeting: particularly difficult for customers* 

The OCA. submits, that ii..itiay -Î :-|̂ îe®ieiaI. to .limit. the number of sueh,lnterim 

updates to two updates per annual OCR period. The OCA submits that;:allowi:ng such updates 

but limiting'the number would-aehieve the Comtftission^ white:-f^Mi^'p^tetiai. 

customer eon&sioii. 

* • 



IV, Conclusion: 

Asdiseussedabom the: OCA supports the Commission ̂ .efforts to ,simpli% ::tnd 

streamline information and procedures for small gas utilities gas cost rate Ilings, The OCA 

respectfully .submits that fha ahoveCominents be considered: when the Commfesion finiliiesthe 

Regulations on thesernatters, 

.Respeetfiily Submitted, 

OfBce of Consumer Advocate 
55S Walnut Street.5tti Floor, Forum. Place; 
Harrisburg, PA iliOl^lMJ 

December 2> 2013 

MlWimdoe; 

/ / 4 j^C > * I #~, :/. ,/ >,#:. &t / \ 

A»i%J, .Beatty ^^ 
AmMMMrCm^immm Advocate 
PA Attorney LP* ;# J « 2 5 
E-Mail: ABeatty^«M,OTg; 

Counsel for: 
Tanya l,.'M;aCl.oskey 
Acting Consumer Advocate 



CERTIFICATE OP SERVICE: 

Re: Proposed Rulemaking for Revision of 52 Pa, Code, Chapter 53 | | 53J:l-53Ji, 
pertaining to the Recovery of Fuel CosMby Oas OtilMes 
Docket No. L^0:13-23i6923 

I hereby certify thaflhave this day served a true copy ofthe.foregoing doeumeht, 

the.: Office of Consumer Advocate's Commenti, upon :^^es^of f©D^\%.^is proceeding iii 

accordance with the r^nirements of 52 Pa, Code § 1*54 (relating to-;seryiee by a;:pwticiprt)^lii 

the: maimer and mpon te persons listed below: 

Dated thi&2nd day of Deeembet 2013.. 
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Johnnie Simin^.'lsq. 
Bureau of Investigation &: Enforcement 
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Johi i i Evans; 
Offiee of Small Basiness: Advocate 
3'G0 North Second Street 
Suite 11,02 Comm:eree BIdg, 
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:PA 171W .^-^<" 
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Aroii JL fieaity 

Assistant Coosnoier Advocate 
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CoPtiselfer 
Office of Consniner Advocate 
555 Watont Street 5th Floor, Fortim Place 
Harri:Sbiiri,BA, 17101-1923: 
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