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 DISSENTING STATEMENT OF CHAIRMAN WENDELL F. HOLLAND
Before the Commission for consideration is a filing by Pike County Light & Power Company (Pike) seeking an interim revision
 to its 2005/2006 gas cost rate (GCR).  Pike has requested that its rates be increased to reflect the recent increases in their purchased gas costs.  For the following reasons, I recommended that the Commission create a regulatory asset and defer the collection of these increases.  The majority did not agree and is allowing Pike an interim increase of $2.3725 per MCF or 22.9% when compared to the currently effective total gas billing rate of $10.3682 per MCF.

By any measure, the industry is experiencing dramatic increases in the costs of natural gas.  Many of these increases have been brought about as the result of the natural disasters in the production regions in the Gulf of Mexico.  Our jurisdictional NGDCs simply seek to be made whole for their purchases.


On the other hand, a full pass through of these increased natural gas costs will create an enormous strain for many end use customers throughout the Commonwealth.  The projected increases are certainly unprecedented in recent times. It has been estimated that energy costs for the average residential consumer may increase by as much as 40% this winter.  Understandably, some would have this Commission flatly deny recovery of these natural gas cost increases that the NGDCs are trying to recover.  Moreover, this winter is unique as it requires this Commission to implement the broad sweeping changes and challenges associated with Chapter 14 as it relates to residential ratepayers.  These challenges include the way regulated electric, water and major natural gas utilities may handle: cash deposits; reconnection of service; termination of service; and, payment arrangements. As has always been the case, a segment of each company’s customer base has difficulty paying their bills in even the best of times.  The projected sharp natural gas cost increases create the potential—especially if there is a harsh winter season—of creating a significant increase in the proportion of customers unable to pay their bill, as well as suffering by all those people who seek to reduce their bills through cuts in their energy consumption.


In balancing these interests, it is critical that we recognize the NGDC’s right to recover the costs it prudently incurs against protecting ratepayers from unusual spikes in rates.  I believe that we can strike this balance by using a well-recognized regulatory tool—namely, the creation of a regulatory asset.  A regulatory asset is an accounting mechanism used to defer recovery of the cost of an extraordinary event or events for possible future rate recovery, which this Commission has previously used. See e.g., Petition of PPL Electric Utilities Corporation for Authority to Defer for Accounting and Financial Reporting Purposes Certain Losses from Extraordinary Storm Damage and to Amortize Such Losses, Docket No. P-00032069 (January 16, 2004).  I proposed that we defer recovery of the requested increases (namely, that increment above present rates) and place that amount into a deferred account for recovery in the future.
  The majority did not agree.

Why is this a proper technique to employ? First, it avoids imposing a dramatic increase on ratepayers this particular and unique winter, which we all recognize will be a time of unusually high natural gas cost increases.  Second, it permits the NGDCs an opportunity to recover their costs in the future, hopefully at a time when natural gas costs—like gasoline prices—are declining or will decline.  Third the NGDCs will receive any carrying charges on this deferred asset permitted by law.  If the establishment of a regulatory asset would have had a deleterious effect on the financial viability of those small NGDC’s using a GCR, that NGDC could have petitioned the Commission to reconsider its decision.  


While I am sure that we all wish that we could wave a wand and make all of these problems go away, we simply are not able to do so.  Drastic times call for drastic measures:  we must be creative.
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WENDELL F. HOLLAND, CHAIRMAN







� 	On August 25, 2005 at M-00051903, the Commission approved the annual total gas billing rate (GCR and base gas cost) of $10.3682 per MCF effective September 1, 2005, as proposed by Pike.  The approved rate was designed to remain in effect for a 12-month period.  However, Pike’s GCR Rider provides for an interim rate revision as follows:


	“…that such rate may be revised on an interim basis subject to approval of the Pennsylvania Public Utility Commission upon determination that the effective rate will result in material over or under collections if not revised.  Such interim change shall become effective thirty (30) days from the date of filing unless otherwise denied or modified by the Commission.”


� The Commission will allow the recovery of prudently incurred increases to purchased natural gas costs to begin effective for service rendered on or after April 1, 2006.





