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MOTION OF

CHAIRMAN JAMES H. CAWLEY

Before us is the March 31, 2009 Filing of National Fuel Gas Distribution Corporation (“NFG”), as amended by the May 7, 2010 Joint Petition For Settlement Of All Issues And Request For Certification of The Settlement To the Pennsylvania Public Utility Commission For Review And Approval (“Settlement”).  

The parties to the Settlement have negotiated in good faith and resolved a wide variety of issues.  However, there is one aspect of the Settlement that is contrary to our efforts to remove barriers to competitive market entry – the imposition of charges for which there is no clear cost justification.  In this instance, NFG has proposed to impose a “Risk Factor” charge of 0.4156% and 0.1852% to the discount rate applied to residential and non-residential Purchase of Receivables (POR) Natural Gas Supplier (NGS) participants, respectively.   
This “Risk Factor” charge is alleged to help cover the uncertainty of recovering implementation and system improvement costs, as well as the risk that the actual account write-off incurred in any period is greater than the write-off factor included in the POR discount rate.  However, the record in this case clearly demonstrates that NFG already has computer programming and billing systems that will allow it to limit termination to the lesser of NGS charges or otherwise applicable Natural Gas Distribution Company charges.  NFG will be able to rely on its existing computer programming and avoid delay that would occur if the termination/reconnection rules relating to purchased receivables applied in Pennsylvania were different from those in New York.  Thus, the first itemized risk associated with implementation costs is likely small and controllable.  Moreover, NFG can always track these costs and seek recovery of its actual implementation costs in any future POR program update.  

 The second risk element – payment risk – is likely unchanged because, if customers do not shop, NFG is still exposed to non-payment risk associated with its default supply service obligations.  Since very few small customers are shopping now, this claim of increased risk is not justified in the record.  Moreover, it is likely that, on average, shopping customers shop precisely because their supply charges are anticipated to be less, thus reducing NFG’s bad debt exposure.
Moreover, NFG’s previous bad debt allowance was a fixed dollar amount.  Now, under the Merchant Function Charge created by this Settlement, NFG’s bad debt allowance will increase and decrease with overall supply prices, since the Merchant Function Charge is expressed as a percent, thus reducing NFG’s risk associated with collections relative to its current position.  The MFC charge is only subject to change in a base rate proceeding.
Lastly, our Interim Guidelines expressly provided for recovery of incremental costs associated with POR program development, implementation and administration, not unsupported risk factors.  NFG has not demonstrated good cause for waiver of our guidelines.
THEREFORE, I MOVE THAT:

1. The Commission approve this filing and settlement, as amended above.
2. The Commission reject the Risk Factor charge as discussed in this Motion.
3. The Office of Special Assistants prepare an order consistent with this Motion.

4. A copy of this Order be served upon all parties to this Docket.
5. If any party elects to withdraw from the settlement, as revised by this Motion, such election to withdraw must be made in writing, filed with the Secretary of the Commission, and served upon all parties within five (5) business days after the entry of the Order modifying the Settlement.

	DATE:  June 3, 2010
	_________________________________ 

James H. Cawley, Chairman
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