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Charis Mincavage

Direct Dial: (717) 237-5437

E-Mail Address: cmincavage@mwn.com

October 12, 2004

James J. McNulty, Secretary
VIA HAND DELIVERY
Pennsylvania Public Utility Commission

The Commonwealth Keystone Building

400 North Street, 2nd Floor

Harrisburg, PA 17120

Re:
Investigation Into Competition in the Natural Gas Supply Market; 


Docket No. I-00040103

Dear Secretary McNulty:

On June 19, 2004, the Pennsylvania Public Utility Commission ("PUC" or "Commission") instituted an investigation into the state of competition in the natural gas supply market in Pennsylvania pursuant to the terms of the Natural Gas Choice and Competition Act ("Competition Act").  On August 27, 2004, interested parties submitted Comments, with en banc hearings held September 30, 2004.  Pursuant to the Commission's September 10, 2004, Secretarial Letter, these Reply Comments are submitted on behalf of the following groups: Columbia Industrial Intervenors ("CII"); Industrial Energy Customers of Pennsylvania ("IECPA"); PGE Industrial Intervenors ("PGEII"); PFG Large Users Group ("PFGLUG"); Philadelphia Area Industrial Energy Users Group ("PAIEUG"); Philadelphia Industrial and Commercial Gas Users Group ("PICGUG"); and UGI Industrial Intervenors ("UGIII") (hereinafter, "IECPA, et al.").

Approximately, two decades ago, natural gas supply became competitively available for large commercial and industrial customers.  Accordingly, when the Competition Act was implemented, the terms of the Act applied only to residential and small commercial customers, as these were the customers that were not yet transporting on Local Distribution Company ("LDC") systems in Pennsylvania.  The PUC instituted this investigation pursuant to Section 2204(g) of the Competition Act, which applies to residential and small commercial customers.  For this reason, IECPA, et al., did not submit any comments or testimony in this proceeding.

In the course of monitoring this proceeding, however, IECPA, et al., has determined that some parties have suggested that competition issues impacting large transportation customers should be addressed by the PUC as part of its investigation.  For example, Amerada Hess's ("Hess") comments propose that the Commission consider implementing changes to the volumetric tolerances, cash-out penalties, pooling regulations, and imbalance trading applicable to large transportation customers in Pennsylvania.

IECPA, et al., does not disagree with the PUC examining the state of competition for large transportation customers; however, IECPA, et al., does not believe that this proceeding is the appropriate venue for such an examination.  As indicated previously, the PUC implemented this investigation pursuant to the terms of the Competition Act.  In turn, the Competition Act is primarily applicable to only residential and small commercial customers.  Accordingly, to examine natural gas competition issues for large commercial and industrial customers in this proceeding would run afoul of the Competition Act, as well as inappropriately suggest that large transportation customers are subject directly to the terms of the Act.  For this reason, IECPA, et al., submits that if the PUC chooses to examine the state of natural gas competition for large transportation customers in Pennsylvania, the PUC should institute a separate investigation via a different proceeding.

We have enclosed ten (10) copies of these Reply Comments per the Commission's request.  We have also enclosed a diskette with a copy of these Reply Comments in electronic form.  Please date stamp and return the extra copy of these Reply Comments to our messenger for our records.  If you have any comments or questions, please contact the undersigned.

Very truly yours,

McNees Wallace & Nurick LLC







/s/ Charis Mincavage

By


Charis Mincavage

Counsel to CII, IECPA, PFGLUG, PAIEUG, 






PGEII, PICGUG, and UGIII

CM:lhe

Enclosures



