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MOTION OF VICE CHAIRMAN CAWLEY
On December 22, 2006, the Philadelphia Gas Works (“PGW”) filed Supplement No. 16 to Tariff Gas – Pa. P.U.C. No. 2 to become effective February 20, 2007.  In the course of this base rate proceeding, Hess Corporation (“Hess”) proposed a number of changes to the supplier tariff to remove barriers to Natural Gas Supplier (“NGS”) competition in the PGW service area.  Hess further noted that facilitation of supplier offers by NGSs would lessen the burden on PGW’s gas supply requirements, which would reduce the need for PGW to incur some portion of short term debt and create the potential for lower gas supply costs overall to PGW customers.  Hess’s proposals have considerable merit.
As the ALJs acknowledged in this proceeding, there is a need to remove barriers to NGS competitive market development in the Commonwealth.  It is important that this be done on a consistent basis across the state so as to avoid a patchwork of terms and conditions for NGS charges and operational requirements.  This was the charge of the Stakeholders Exploring Avenues for Removing Competition Hurdles (“SEARCH”) working group.  Some of these issues are ripe for resolution in this proceeding.
In its imbalance trading proposal, Hess has demonstrated that the benefits of imbalance trading exceed the costs, and that reliability is unaffected by the “no harm, no foul” aspect of imbalance trading.  Imbalance trading does not affect actual deliveries, because deliveries have already occurred.  There is therefore no measurable impact on the safety and reliability of gas service.  
PGW argues that, if the proposal is adopted, it may be required to use LNG or off system storage to replace undelivered volumes, and to store over-delivered volumes.  But imbalance trading does not affect gas supply operations.  Hess correctly notes that mere “record keeping costs” should not be considered substantial relative to large flows of cash associated with natural gas imbalances.  Surely, reasonable procedures can be put in place to ensure that trading partners concur with imbalance trades so that PGW is not called upon to be an arbiter of such trades.  Consequently, PGW should implement Hess’s imbalance trading provisions, as articulated in its Main Brief, as well as establish tariff provisions allowing termination of imbalance trading rights for NGS misconduct.
With regard to Nomination deadlines, Daily/Monthly balancing and cash-outs, and NGS access to customer information, it is vital that these issues be considered and resolved, for consistent application across the state, in the Commission’s investigation at Docket No. I‑00040103.   Regarding these issues, the evidentiary record in this proceeding is deficient.  The ALJs largely relied on Hess to provide system information which only PGW possesses.  In order to provide a better record from which to move forward, PGW should submit the following information to the Commission in Docket I-00040103:

1. Daily imbalance penalties:  How often were daily penalties for imbalances in excess of 5%, from 2006 to the current month?  Provide information on all revenues collected from daily imbalance penalties over this period.  Provide information on any penalties actually assessed by interstate pipelines associated with these PGW daily penalties assessed against NGSs during this period.
2. How often were monthly cash out penalties, or imbalances in excess of 2.5%, imposed on NGSs from 2006 to the present?  Provide information on all revenues and charges associated with this monthly cash-out mechanism imposed on NGSs by PGW.  Compare this with all cash-out revenues and charges associated with the interstate pipelines or replacement supply associated with balancing on the PGW system that is related to any transportation imbalance activity and that is not otherwise already collected through transportation customer charges.    
3. Provide evidence of any and all gaming that NGSs did on the PGW system.  Provide any evidence that NGSs gamed the system on a peak day (under-delivered).  Specifically, for the top 10 system peak days for the last two winters, show transportation customer deliveries versus NGS deliveries for each of these 10 days, adjusted for system losses.

THEREFORE, I move that:

1. Hess’s imbalance trading proposal be adopted.
2. PGW be directed to submit in Docket No. I‑00040103 the above-described information within 90 days of entry of an Order in this proceeding.
3. The Office of Special Assistants draft an appropriate order consistent with this Motion.
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James H. Cawley, Vice Chairman
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