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REPLY COMMENTS OF INTERSTATE GAS SUPPLY, INC.

I. INTRODUCTION
On October 10, 2018, the Commission issued amended rules for comment
regarding uniform purchased gas adjustment clauses. The Entry states only minor
changes are proposed, with the intent of providing clarity and correcting typographical
errors. The Ohio Consumers’ Counsel (OCC) was the only party to file initial comments.
IGS hereby responds to the initial comments of OCC, which propose modifications to the
rules that are in direct conflict with the law and state policy. As discussed further below,
the Commission should reject OCC’s attempts to circumvent the law and retreat from
Ohio’s progress towards fully competitive natural gas markets.
II. COMMENTS
The Commission has recognized that “[t]he General Assembly promulgated a
comprehensive regulatory plan to govern the development of a strong and innovative
natural gas industry in Ohio.”

1

Part of that plan, R.C. 4929.04, authorizes the
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sales service or ancillary service from certain provisions of the Revised Code. The
Commission shall approve the request for exemption upon a finding that the applicant is
in substantial compliance with the policy of this state specified in R.C. 4929.02, and that
either the company is subject to effective competition with respect to the service, or
customers of the service have reasonably available alternatives. 2 Under this authority, the
Commission “has taken reasonable and carefully measured steps toward the provision of
commodity supplies via the fully-competitive market envisioned in Section 4929.02,
Revised Code.” 3
OCC’s proposed language in the purchased gas clause adjustment rules ignores
the General Assembly’s comprehensive plan and backtracks on the Commission’s
measured steps towards full retail competition. Instead, OCC asks the Commission to
force natural gas companies with more than 100,000 customers to procure gas supply
service through wholesale standard service offer (SSO) auctions. Only the companies
that currently offer a standard choice offer (SCO) may be able to continue with that offer,
if the Commission allows. This proposal is unlawful and contrary to state policy.
A.

OCC’s proposed language is unlawful.

Initially, OCC’s proposal to limit the availability of a purchased gas adjustment
clause to only those natural gas companies with less than 100,000 customers is in direct
violation of state law. R.C. 4905.302(C)(1) states “[t]he commission shall promulgate a
purchased gas adjustment rule, consistent with this section, that establishes a uniform
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R.C. 4929.04(A).
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purchased gas adjustment clause to be included in the schedule of gas companies and
natural gas companies subject to the jurisdiction of the public utilities commission.” In
other words, the Commission is required to promulgate a rule to establish a purchased
gas adjustment clause available to all natural gas companies subject to its jurisdiction not just the ones that fall under an arbitrary customer count established by the OCC.
Further, OCC’s proposal is incompatible with the comprehensive regulatory
framework proscribed in the law regarding the supply of natural gas. As noted above, the
General Assembly has provided the Commission with a mechanism to evaluate and
approve a natural gas company’s transition from the use of a purchased gas adjustment
clause to more competitive options. 4 This is a detailed statute containing specific findings
the Commission is required to make and due process the Commission is required to
provide in its decision making process. OCC’s proposal, however, would make these
exemption determinations without any consideration of the statutory requirements. For
example, under OCC’s revisions, Duke Energy Ohio, Inc. would be foreclosed from
exiting their merchant function without the proper review and due process under the
exemption process. The Commission is limited to the authority granted to it by statute
and cannot exercise authority beyond that. 5 By making exemption decisions without
regard to the requirements in the exemption statute, the Commission would be exceeding
its authority. Thus, OCC’s revisions are unlawful and should be rejected.
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B.

OCC’s proposed language is contrary to state policy.

Curiously, it appears that OCC has forgotten its explicit statutory duty to support
retail natural gas competition, despite that it is directed to do so in two separate statutes. 6
For example, it is the policy of the state to promote an expeditious transition to effective
competition and transactions between willing buyers and sellers to reduce or eliminate
the need for regulation of natural gas services. 7 However, OCC’s proposal does not just
slow the transition to competition, it throws it in reverse. OCC itself acknowledges this by
noting that the Commission moved away from wholesale SSO auctions—which OCC is
currently advocating for—with the purpose to facilitate the movement of customers into
the retail market. 8 Further, OCC’s proposal actually adds more regulation by creating a
new division between natural gas companies and calling on the Commission to adopt
additional policies and procedures for a mandatory SSO. 9
Similarly, it is the policy of the state to “[r]ecognize the continuing emergence of
competitive natural gas markets through the development and implementation of flexible
regulatory treatment.” 10 To date, three of the largest natural gas companies operating in
Ohio have been granted exemptions from commodity sales services. 11 Notably, each of
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the companies have been granted exemptions applicable to different classes of
customers, with different conditions, under different timelines. In line with state policy, the
application of the exemption process has provided natural gas companies with flexibility
in implementing their transition to full competition. In contrast, OCC proposes rigid
language that limits a natural gas company’s ability to recognize the evolving gas markets
in Ohio. Thus, the Commission should reject OCC’s proposals because they contradict
the state policy.
III. CONCLUSION
For the foregoing reasons, IGS recommends that the Commission decline to adopt
OCC’s proposed revisions to Ohio Adm.Code Chapter 4901:1-14 because they are
unlawful and contrary to state policy.
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