e COMMONWEALTH OF PENNSYLVANIA

o PENNSYLVANIA PUBLIC UTILITY COMMISSION _NeepLy pLense
U COMMONWEALTH KEYSTONE BUILDING
400 NORTH STREET, HARRISBURG, PA 17120

March 11, 2019

Secretary Rosemary Chiavetta
Pennsylvania Public Utility Commission
Commonwealth Keystone Building

400 North Street

Harrisburg, PA 17120

Re: Pennsylvania Public Utility Commission v.
Peoples Natural Gas Company, LLC
Docket No. R-2018-3006818
Prehearing Memorandum

Dear Secretary Chiavetta:

Enclosed for filing please find the Bureau of Investigation and Enforcement’s
(I&E) Prehearing Memorandum for the above-captioned proceeding.

Copies are being served on all active parties of record. If you have any questions,
please contact me at (717) 783-6156.

Sincerely,

Mol /7/’%

~Erika L. McLain

Prosecutor

Bureau of Investigation and Enforcement
PA Attorney I.D. No. 320526

ELM/jfm
Enclosure

cc:  Hon. Joel H. Cheskis (ALJ, Harrisburg)
Per Certificate of Service



BEFORE THE
PENNSYLVANIA PUBLIC UTILITY COMMISSION

Pennsylvania Public Utility Commission

V. : Docket No. R-2018-3006818

Peoples Natural Gas Company LLC

PREHEARING MEMORANDUM
OF THE
BUREAU OF INVESTIGATION AND ENFORCEMENT

TO ADMINISTRATIVE LAW JUDGE JOEL CHESKIS:

The Bureau of Investigation and Enforcement (“I&E”) of the Pennsylvania Public
Utility Commission (“Commission”) respectfully submits the following Prehearing
Memorandum in the above-captioned proceeding.

The Bureau of Investigation and Enforcement Prosecutors in this proceeding will
be Carrie B. Wright and Erika L. McLain. Contact information is as follows:

By mail: Carrie B. Wright
Erika L. McLain
Pennsylvania Public Utility Commission
P.O. Box 3265
Harrisburg, PA 17105-3265
By e-mail: carwright@pa.gov
ermclain@pa.gov

By telephone:  (717) 783-6156
By fax: (717) 772-2677



L INTRODUCTION

On January 28, 2019, Peoples Natural Gas Company, LLC. (“Peoples” or
“Company”) filed Retail Gas Tariff — Pa. P.U.C. No 47 and Supplier Tariff Gas — Pa.
P.U.C. No. S-3 to become effective March 29, 2019. It contained proposed changes in
rates, rules, and regulations calculated to produce $94.9 million, or 14.2%, in additional
annual revenues.

On February 28, 2019, the Commission entered an order suspending the
implementation of this rate filing by operation of law until October 29, 2019, and opening
an investigation to determine the lawfulness, justness, and reasonableness of the rates,
rules, and regulations contained in the proposed rate filing.

A telephonic Prehearing Conference is scheduled for Thursday, March 14, 2019,
at 10:00 am, with Administrative Law Judge Joel Cheskis presiding.

II. ISSUES

The following list represents I&E’s preliminary determination of the potential
issues in these proceedings. The listing is as complete as can be made at this time. I&E
specifically reserves the right to address other issues, as it deems appropriate if any such
relevant issues arise. The issues are as follows:

a) Overall Rate of Return:
Cost of Debt;
Cost of Common Equity;
Capital Structure;



b) Rate Structure/Rate Design:
Cost of Service;
Proposed Rates;
Customer Charge;
Cost Allocation;
Scale Back of Rates;

c) Rate Base:
Plant in Service;
Accrued Depreciation;
Annual Depreciation
Net Plant;
Cash Working Capital;

d) Operation and Maintenance Expense Claims including:
Labor;

APIP/Incentive Compensation;

Pension;

Post Retirement Benefits Other than Pensions;
Other Employee Benefits;

Outside Services — Contracted;

Outside Services — A&G;

Building Leases;

Corporate Insurance;

Injuries and Damages;

Employee Expenses;

Company Memberships;

Utilities & Fuel Used in Company Operations;
Advertising;

Fleet;

Prepayments;

Other O&M;



g
h)
i)
)

k)

Debt Issuance Costs;

Payment Processing;

Rate Case Expense;
Uncollectible Accounts Expense;
Inflation Factor;

Cash Working Capital;

Income Tax;

Taxes Other than Income;

Treatment of the Tax Cuts and Jobs Act;
Unaccounted for Gas;
Compliance with prior Commission Orders;
Fully Projected Future Test Year Reporting;
Main Extension Tariff Proposal;
Present Rate Revenue;
Proposed Rate Revenue; and

Gas Safety.

1. WITNESSES

It is currently expected that I&E may call the following expert witnesses without

being limited thereto:

Ethan Cline, Fixed Utility Valuation Engineer
Christopher Henkel, Fixed Utility Financial Analyst
Christopher Keller, Fixed Utility Financial Analyst
Brenton Grab, Fixed Utility Financial Analyst
Matthew Matse, Pipeline Safety Engineer



The I&E witnesses may be contacted through the information listed above for
Prosecutors Wright and McLain. The witness list is provided without the benefit of
complete discovery or analysis of the positions of potential other parties to this
proceeding. Accordingly, I&E reserves the right to call additional witnesses or withdraw
the name of the witnesses listed above.

IV. EVIDENCE

I&E expects to present all written direct, rebuttal and surrebuttal testimony and
accompanying exhibits at the evidentiary hearing. Moreover, I&E intends to rely on the
Company’s filing, answers to data requests and interrogatories, annual reports and other
documents submitted to the Commission, other relevant Commission filings, any other
relevant Commonwealth agency letters or reports, general financial market information
sources and other public documents and reports.

V. DISCOVERY

Pursuant to 52 Pa. Code §§5.322 and 5.331(b), discovery has begun and is

ongoing. Due to the time limitations in the proceedings, I&E requests that the

Commission’s Rules of Practice and Procedure for the conduct of discovery be modified

as follows:
1. Answers to written interrogatories shall be served in-hand within ten (10)
calendar days of service.
2. Objections to interrogatories shall be communicated orally within three (3)

days of service; unresolved objections be served to the ALJ in writing

within five (5) days of service of interrogatories.



3. Motion to dismiss objections and/or direct the answering of interrogatories
shall be filed within three (3) days of service of written objections.

4. Answers to motions to dismiss objections and/or direct the answering of
interrogatories shall be filed within three (3) days of service of such
motions.

5. Discovery served after 12:00 noon on a Friday or after 12:00 p.m. on any
business day preceding a state holiday will be deemed to be served on the
next business day.

VI. SCHEDULE

1&E will work with the parties to develop a mutually agreeable schedule in this
proceeding. The schedule proposed by the Company is acceptable to I&E. However,
I1&E Pipeline Safety Witness, Matthew Matse is unavailable the week of the proposed
hearings. Therefore, I&E requests, if acceptable to Your Honor and the other Parties, that
Mr. Matse be permitted to testify at the hearing telephonically.

Further, as hearings in this proceeding will likely require the involvement of
various Commission employees from I&E, including at minimum the I&E prosecutor and
five I&E technical witnesses, and most of those employees are based out of the
Commission’s Harrisburg office, I&E requests that hearings be held in Harrisburg.

To the extent that public input hearings are deemed necessary in this proceeding,

I&E advocates for the use of Smart Hearings where possible.



VII. SERVICE OF DOCUMENTS

For purposes of satisfying in-hand requirements for discovery responses, prepared
testimony and briefs, I&E will accept electronic delivery of documents with a follow-up
hard copy provided by regular first class mail.
VIII. SETTLEMENT

I&E is willing to make good faith efforts to successfully resolve this matter
through settlement. In the event settlement discussions fail to result in a full and
complete resolution of the matter, I&E is prepared to fully or partially litigate this

proceeding.

Respectfully Submitted,
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-Carrie Wright
Prosecutor

PA Attorney [.D. No. 208185

Erika L. McLain
Prosecutor
PA Attorney I.D. No. 320526

Bureau of Investigation and Enforcement
Pennsylvania Public Utility Commission
Commonwealth Keystone Building

400 North Street

Harrisburg, Pennsylvania 17120

(717) 783-6156

Dated; March 11, 2019



BEFORE THE
PENNSYLVANIA PUBLIC UTILITY COMMISSION

Pennsylvania Public Utility Commission
V. : Docket No. R-2018-3006818
Peoples Natural Gas Company LLC

CERTIFICATE OF SERVICE

I hereby certify that I am serving the Prehearing Memorandum dated March 11,
2019, in the manner and upon the persons listed below, in accordance with the

requirements of 52 Pa. Code § 1.54 (relating to service by a party):

Served via Electronic and First-Class Mail

Anthony Kanagy, Esq.

Michael W. Gang, Esq.

Devin T. Ryan, Esq.

Post & Schell PC

17 North Second Street, 12th Floor
Harrisburg, PA 17101
akanagy@postschell.com
mgang(@postschell.com
dryvan(@postschell.com

Counsel for Peoples

Emily M. Farah, Esq.
Tishekia Williams, Esq.
Michael Zimmerman, Esq.
Duquesne Light Company
411 7th Avenue, 15th Floor
Pittsburgh, PA 15219
efarah@duqlight.com
twilliams@duglight.com
mzimmerman(@duglight.com
Counsel for Duquesne Light

Linda R. Evers, Esq.
Donald R. Wagner, Esq.
Michael A. Gruin, Esq.
Stevens & Lee

111 N. Sixth Street
Reading, PA 19601
Ire(@stevenslee.com
drw(@stevenslee.com
magastevenslee.com
Counsel for Duquesne Light

William H. Roberts II, Esq.
Andrew P. Wachter

Peoples Natural Gas Company LLC
375 North Shore Drive

Pittsburgh, PA 15212
william.h.roberts@peoples-gas.com
andrew.wachter(@peoples-gas.com
Counsel for Peoples




Erin K. Fure, Esq.

Office of Small Business Advocate
300 North Second Street, Suite 202
Harrisburg, PA 17101
efure@pa.gov

Darryl Lawrence, Esq.
Harrison W. Breitman, Esq.
David T. Evrard, Esq.

J.D. Moore, Esq.

Office of Consumer Advocate
555 Walnut Street

5th Floor Forum Place
Harrisburg, PA 17101
Peoples2019(@paoca.org

Patrick M. Cicero, Esq.

John W, Sweet, Esq.

Elizabeth R. Marx, Esq.

Kadeem G. Morris, Esq.
Pennsylvania Utility Law Project
118 Locust Street

Harrisburg, PA 17101
pulp@palegalaid.net

Counsel for CAUSE-PA

Scott J. Rubin, Esq

Law Office of Scott J. Rubin
333 Oak Lane

Bloomsburg, PA 17815-2036
scotl.j.rubin@gmail.com
Counsel for UWUA Local 612

Kevin J. Moody, Esq.

PA Independent Oil & Gas Assoc.
212 Locust Street, Suite 300
Harrisburg, PA 17101
kevin@pioga.org

Counsel for

PA Independent Oil & Gas Assoc.

Todd S. Stewart, Esq.

Hawke McKeon & Sniscak LLP
100 N. 10th Street

Harrisburg, PA 17101
tsstewart@hmslegal.com
Counsel for

Natural Gas Supplier Parties and
The Retail Energy Supply Assoc

Joseph L. Vullo, Esq.

Burke Vullo Reilly Roberts

1460 Wyoming Avenue

Forty Fort, PA 18704
jlvullo@aol.com

Counsel for

Community Action Association of PA

Brian Kalcic

Excel Consulting

225 S. Meramec Avenue

Suite 720-T

St. Louis, MO 63105
excel.consulting@sbcglobal.net
Excel Consulting

Dante Mugrace

PCMG and Associates, LLC
90 Moonlight Court

Toms River, NJ 08753
dmugrace@pcmgregeon.com
Consultant

John F. Povilaitis, Esq.

Buchanan Ingersoll & Rooney PC
409 N. Second Street, Suite 500
Harrisburg, PA 17101-1357
john.povilaitis@bipc.com
Counsel for Hess Corp




Vasiliki Karandrikas, Esq.
Pamela C. Polacek, Esq.

Errin McCaulley, Esq.

McNees Wallace & Nurick LLC
100 Pine Street

P.O.Box 1166

Harrisburg, PA 17108-1166
vkarandrikas@mcneeslaw.com
ppolacek(@mcneeslaw.com
emccaulley@meneeslaw.com
Counsel for Snyder Brothers, Inc. et al
Techs Industries, Inc.

Theodore J. Gallagher, Esq.

NiSource Corporate Services Company
Energy Distribution Group Legal

121 Champion Way, Suite 100
Canonsburg, PA 15317
tigallagher@nisource.com

Counsel for Columbia Gas of
Pennsylvania Inc.

Thomas J. Sniscak, Esq.

Hawke McKeon & Sniscak LLP
100 N. 10th Street

Harrisburg, PA 17010
tjsniscak@hmslegal.com

Counsel for

The Pennsylvania State University

Daniel Clearfield, Esq.

Eckert Seamans Cherin & Mellott LLC
213 Market Street, 8th Floor
Harrisburg, PA 17101
dclearfield@eckertseamans.com
Counsel for Direct Energy

Served Via First Class Mail Only

Michael J. Healey, Esq.

Healey Block & Hornack PC

247 Fort Pitt Boulevard, 4th Floor
Pittsburgh, PA 15222

Counsel for United Steelworkers

Robert J. DeGregory, Esq.
United Steelworkers

Five Gateway Center
Pittsburgh, PA 15222

Counsel for United Steelworkers

Severo C. Miglioretti
115 Shearer Road
New Kensington, PA 15068

EQT Energy LLC
d/b/a Equitable Energy
EQT Plaza

625 Liberty Avenue
Suite 1700

Pittsburgh, PA 15222

Daniel Killmeyer
184 McKay Road
Saxonburg, PA 16056

Charles F. Hagins
420 Goucher Street
Johnstown, PA 15905



Sean D. Ferris Samuel Givens
406 Laurie Drive 132 Thunderbird Drive

Penn Hills, PA 15235 McKeesport, PA 15135
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Erika L. McLain ’

Prosecutor
Bureau of Investigation & Enforcement
PA Attorney I.D. No. 320526



