PRI OR PRI NTER S NO. 2547

THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 2035 *%%”

| NTRODUCED BY MESSRS. TAYLOR, B.F. O BRI EN, SVEET, J.L. VRl GHT,

BURNS, GOODVAN, D.M FI SHER, MCALL, LINCOLN, LEHR, GATSKI
I TKIN, M SCEVI CH, PRATT, YAHNER, DeWEESE, WASS, SM TH,
H LFRI CK AND A . C. FOSTER, JANUARY 31, 1978

AS REPORTED FROM COWM TTEE ON M NES AND ENERGY MANAGEMENT,

AS AVENDED, FEBRUARY 21, 1978

AN ACT

Amendi ng the act of May 28, 1937 (P.L.1053, No.286), entitled

"An act relating to the regulation of public utilities;
defining as public utilities certain corporations, conpanies,
associ ations, and persons; providing for the regul ati on of
public utilities, including, to a limted extent,

muni ci palities engaging in public utility business, by
prescribing, defining, and limting their duties, powers, and
liabilities, and regulating the exercise, surrender or
abandonnment of their powers, privileges, and franchi ses;
defining and regul ating contract carriers by notor vehicle
and brokers in order to regulate effectively conmon carriers
by notor vehicle; conferring upon the Pennsylvania Public
Uility Comm ssion the power and duty of supervising and
regul ati ng persons, associ ations, conpanies, and
corporations, including, to a limted extent, rmunici pal
corporations subject to this act, and adm nistering the

provi sions of this act; authorizing the conm ssion to fix
tenporary rates; placing the burden of proof on public
utilities to sustain their rates and certain other matters;
authorizing a perm ssive or mandatory sliding scale nmethod of
regul ating rates; providing for the supervision of financial
and contractural relations between public utilities and
affiliated interests, and supervision and regul ati on of
accounts and securities or obligations issued, assumed, or
kept by persons, associations, conpanies, corporations or
muni ci pal corporations subject to this act; conferring upon

t he comm ssion power to vary, reform or revise certain
contracts; conferring upon the conmm ssion the exclusive power
to regulate or order the construction, alteration,

rel ocation, protection, or abolition of crossings of
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facilities of public utilities, and of such facilities by or
over public highways, to appropriate property for the
construction or inprovenent of such crossings, and to award
or apportion resultant costs and damages; authorizing owners
of such property to sue the Comonweal th for such damages;
provi ding for ejectnment proceedings in connection with the
appropriation of property for crossings; conferring upon the
conmmi ssion power to control and regul ate budgets of public
utilities; inmposing upon persons, associations, conpanies,
and corporations (except nunicipal corporations) subject to
regul ation, the cost of admnistering this act; prescribing
and regul ating practice and procedure before the comm ssion
and procedure for review by the courts of comm ssion action;
giving the court of common pleas of Dauphin County excl usive
original jurisdiction over certain proceedi ngs; prescribing
penalties, fines, and inprisonnment for violations of the
provi sions of this act and regul ati ons and orders of the
conmmi ssion, and the procedure for enforcing such fines and
penal ties; and repealing |egislation supplied and superseded
by or inconsistent with this act,” further providing for rate
adj ustment for gas utilities.

The General Assenbly of the Conmonweal th of Pennsyl vani a
her eby enacts as foll ows:

Section 1. Section 2, act of My 28, 1937 (P.L.1053,
No. 286), known as the "Public Uility Law," is anended by addi ng
a clause to read:

Section 2. Definitions.--The foll ow ng words, terns and
phrases shall have the nmeanings ascribed to themin this
section, unless the context clearly indicates otherw se:

* * %

(24) "H storic natural gas" neans interstate natural gas

that is requl ated by the appropri ate Federal agency.

* * %

Section 2. Subseetion—{a) SUBSECTIONS (A) AND (B) of section <—
307 of the act—s ARE anended to read: <—
Section 307. Sliding Scale of Rates.--(a) Any public
utility, except a conmon carrier, may establish a sliding scale
of rates or such other nethod for the automatic adjustnent of
the rates of the public utility as shall provide a just and

reasonable return on the fair value of the property used and
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useful in the public service, to be determ ned upon such

equi tabl e or reasonabl e basis as shall provide such fair return
Provided, That a tariff showing the scale of rates under such
arrangenent is first filed with the conm ssion, and such tariff,

and each rate set out therein, approved by it: Provided further,

That the cost of fuel used or purchased by any gas utility

conpany shall not be subject to autonmati c adj ustment of the

rates but shall only be recoverable in accordance with section

308. 1. The conm ssion nay revoke its approval at any tine and
fix other rates for any such public utility if, after notice and
heari ng, the comm ssion finds the existing rates unjust or
unr easonabl e.

(B) THE COW SSI ON, BY REGULATI ON OR ORDER, UPON REASONABLE <—
NOTI CE AND AFTER HEARI NG MAY PRESCRI BE FOR ANY CLASS OF PUBLIC
UTI LI TIES, EXCEPT A COWON CARRI ER, A MANDATORY SYSTEM FOR THE
AUTOVATI C ADJUSTMENT OF THEI R RATES, BY MEANS OF A SLI DI NG SCALE
OF RATES OR OTHER METHOD, ON THE SAME BASI S AS PROVI DED | N
PARACGRAPH (A), TO BECOVE EFFECTI VE WHEN AND I N THE MANNER

PRESCRI BED | N SUCH REGULATI ON OR ORDER: PROVI DED, HOWNEVER, THAT

THE COST OF FUEL USED OR PURCHASED BY ANY GAS UTILITY COVPANY

SHALL NOT BE SUBJECT TO AUTQVATI C ADJUSTMENT OF THE RATES BUT

SHALL ONLY BE RECOVERABLE | N ACCORDANCE W TH SECTI ON 308. 1.

EVERY SUCH PUBLI C UTI LI TY SHALL, WTH N SUCH TI ME AS SHALL BE
PRESCRI BED BY THE COMM SSI ON, FI LE TARI FFS SHOW NG THE RATES
ESTABLI SHED | N ACCORDANCE W TH SUCH REGULATI ON OR CORDER.
* x *
Section 3. The act is anmended by adding a section to read:
Section 308.1. Gas Utility Fuel and Energy Cost Base Rate
Adjustnents.--(a) After one hundred—eightydays YEAR fol |l ow ng <—

the effective date of this act, no gas utility conpany shal
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make use of any nethod for the automati c adjustnent of its rates

to reflect changes in its fuel and energy costs. Al fuel and

energy costs and any associ ated gross recei pts taxes recoverabl e

under any previously used nethod for autonmmatically adjusting its

rates to refl ect changes in fuel and energy costs shal

thereafter be reflected in its base rates.

(b) Al contracts or agreenents for the purchase of fuel by

a gas utility conpany nust be approved by the comm ssion. A copy

of any such proposed contract or aqgreenent shall be subnmitted to

the conm ssion for approval within sixty days of its proposed

effective date. Any such contract or agreenent shall include a

provi sion that the approval of the conmission is a condition

precedent to the contract or agreenment having any | egal force or

effect.

(c) The initial conversion period for each gas utility

conpany conplvying with the requi renents of subsection (a) shal

be deternined by the conmmi ssion. Al procedures for filing the

annual and interimrevisions of said utility's base rate

schedul e shall al so be established by the comm ssi on, except as

specified herein. Each gas utility conpany shall file a plan by

which it proposes to anorti ze deferred enerqy costs accunul at ed

in deferred energy accounts from automati ¢ adj ust nent cl auses

used prior to the effective date of this act. Such plan shall be

filed no later than sixty days after the effective date of this

act. The conm ssion shall accept such plan if it is found to be

r easonabl e.

(d) Any gas utility conpany shall be authorized to annually

adjust its base rates to reflect, to the extent not previously

i ncorporated into its base rates, its future antici pated

recoverabl e fuel and enerqgy costs duri ng such prospective

19780H2035B2631 - 4 -



© o0 N oo o A~ wWw N P

N ORNN N RN NN N NN R B P B R R R R R
© O N o U~ W N B O © 0 N 0o o M W N B O

30

twel ve-nonth period as the conmi ssion shall determ ne. The cost

of any new gas, other than historic natural gas, required to be

pur chased to conti nue service to custoners who ot herw se woul d

have been subject to curtail ed service w thout the purchase of

such gas, shall be all ocable under this section to said

custoners only.

(e) Prior to first nmaking a base rate adjustnent authorized

by this section, and approxi mately annually thereafter, said

utility shall file revisions of its base rate schedul es. Fhe THE

I NI TI AL REVI SED BASE RATE SCHEDULE SHOULD | NCLUDE ALL FUEL COSTS

AND ASSOCI ATED GROSS RECEI PTS TAXES RECOVERABLE UNDER ANY

PREVI OQUSLY USED METHOD FOR AUTOVATI CALLY ADJUSTI NG I TS RATES TO

REFLECT CHANGES IN FUEL COSTS. THE FI RST AND ALL SUBSEQUENT

revi sed base rate schedul es shall provide for increase or

decrease of the enerqy charge per mc.f. specified in each such

schedul e by such anpbunts as will provide, on an annual basis, an

agqregate i ncrease or decrease in base rate revenues as w ||

equi valently reflect the anbunt of the estimated i ncrease or

decrease, for a prospective operative period of twelve npnths

duration, of the gas utility's recoverable fuel and enerqgy

costs. The revi sed base rate schedul es shall specify an

effective date not | ess than ninety days foll owi ng the day of

their filing and shall include but not be limted to the

(1) The estimted vol une of gas reserves on hand at the

begi nni ng of such twel ve-nonth period together with the cost

basi s of such reserves;

(2) The estimated volune of all new gas to be purchased

duri ng such twel ve-nonth period together with the esti nated cost

of such new gas;
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(3) The estimted vol une of new gas, other than historic

natural gas, required to be purchased to conti nue service to

custoners who ot herwi se woul d be subject to curtail ed service

wi t hout the purchase of such gas together with the esti mat ed

cost of such gas;

(4) The estimated volune of gas to be supplied to custoners

who coul d recei ve conti nuous service wi thout the purchase of new

gas, other than historic natural gas;

(5) The estimated volune of gas to be supplied to custoners

who ot herwi se woul d be subject to curtail ed service without the

pur chase of new gas, other than historic natural gas;

(6) The estimted average cost of fuel per mc.f. to be

supplied to custoners who could recei ve conti nuous service

wi t hout the purchase of new gas other than historic natural gas;

and

(7)) The estimted average cost of fuel per mc.f. to be

supplied to custoners who ot herwi se woul d be subject to

curtail ed service without the purchase of new gas, other than

hi storic natural gas. Notice of a filing pursuant to this

section will be given in such a nanner as shall be prescri bed by

the conm ssi on and an opportunity for public revi ew and conment

on such filing will be afforded on the day set by the

conmmi ssi on. The conmi ssion shall either approve, di sapprove, <—

MODI FY or suspend such schedule within ninety days of its

filing. However, pursuant to this section, the conm ssi on nay

not suspend any rate filed unless such rate represents a

material increase over the prior period. In such cases, the

suspensi on period will be linited to three nonths with prior

rates renmnining in effect during this tine. BEFORE THE <—

EXPI RATI ON OF SUCH THREE- MONTH PERI OD, THE COVM SSI ON SHALL, BY
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ORDER, APPROVE_SUCH SCHEDULES OR ORDER SUCH MODI FI CATI ONS OF

THEM AS | T _DEEMS NECESSARY AND PROPER FOR THE PURPOSES OF THI S

SECTION. IF SUCH AN ORDER |S NOT MADE BY THE EXPI RATI ON OF SUCH

THREE- MONTH PERI OD, SUCH SCHEDULES SHALL GO | NTO EFFECT AT THE

END OF SUCH PERI OD, SUBJECT TO REFUND OF SUCH AMOUNTS AS THE

COW SSI ON MAY_ ULTI MATELY FIND TO BE UNJUSTI FI ED

(f) Currently effective base rate schedul es of any gas

utility conpany may be revised on an interimbasis prior to the

next ordi nary annual revision authorized by this section. Such

an interimrevision shall be made by the said utility subject to

revi ew and approval by the conmi ssion or as ordered by the

commi ssion, after hearing, when the utility or the conni ssi on

shall have reason to believe that the revenues estinated to be

finally produced, during the renmi nder of their current

operative period, by such currently effective base rate

schedules will result in a material over-coll ecti on or under-

collection, on the basis of the entire current operative period

of the conmmi ssion's nbst recent estinmate of the utility's

recoverabl e fuel and enerqy costs for the entire current

operati ve period: Provided, however, That the provisions of this

cl ause shall not apply to any estinmated naterial over-coll ection

or under-collection resulting froman i ncrease or decrease in

fuel costs which has not been approved by the appropriate

Federal requl atory agency. The conm ssion shall adopt procedures

for review ng and approvi ng, et di sapprovi ng OR MODI FYI NG such <—

revi sed base rate schedules within thirty days of their filing.

(g) The conm ssion nmay order any such gas utility to refund

any portion of increased revenues received by it pursuant to

revisions of its base rate schedul es authori zed by this section.

Ref unds shall bear interest at the average rate of interest
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specified for residential nortgage | ending by the Secretary of

Banki ng, in accordance with the act of January 30, 1974 (P.L.13,

No.6), referred to as the Loan Interest and Protection Law, for

the period or periods for which refunds are ordered. ANY REFUND

REQUI RED OR ORDERED TO BE MADE PURSUANT TO THI S SECTI ON SHALL BE

MADE BY MEANS OF A CREDI T AGAI NST CURRENTLY APPLI CABLE BILLI NG

CHARCES, OVER SUCH PERI ODS AS THE COWM SSI ON SHALL DETERM NE | N
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(h) Any difference between the annual revenues coll ected by

=Y
o

a utility under this section and the actual energy costs

=
=

incurred by the utility during the twelve-nonth period will be

=
N

either refunded or charged to the utility's custoners in a

manner prescri bed by the conmm ssi on. Fhe—ecomrssionis—alse

=Y
w

%

The conm ssion shall conduct or cause to be conducted at

[N

~
—~
N

=Y
oo

such tines as it nmay order, but at | east annually, an audit of

=
O

each gas utility conpany, which audit shall enable the

N
o

conmi ssion to deternine the propriety and correctness of anpunts

N
=

billed and coll ected under this secti on. Wioever shall perform

N
N

the audit shall be a person know edgeable in the subject matter

enconpassed wi thi n t+heoperationof the automaticadiustment
elause TH S SECTION. The auditors report shall be in a form and

N
w

N
~

N
(63}

manner directed by the conm ssi on.

N
(e}

SECTION 4. TH S ACT SHALL TAKE EFFECT | MVEDI ATELY.
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