
 
COMMONWEALTH OF PENNSYLVANIA 

 

March 28, 2024 

 

The Honorable Mary D. Long 

Administrative Law Judge 

Pennsylvania Public Utility Commission 

Piatt Place, Suite 220 

201 Fifth Avenue 

Pittsburgh, PA 15222 

 

Re: Peoples Natural Gas Company LLC (Peoples Natural Gas Division and Peoples Gas 

Division) Base Rate Case Filing Original Tariff GAS – PA PUC No. 48 / Docket No. 

R-2023-3044549 

 

Dear Judge Long: 

 

 Pursuant to Interim Order dated March 25, 2024, enclosed please find Direct Testimony 

and Exhibits of Robert D. Knecht, labelled OSBA Statement No. 1 REVISED and associated 

Exhibits IEc-1 through IEc-3, on behalf of the Office of Small Business Advocate (“OSBA”), in 

the above-captioned proceeding.   

 

 As evidenced by the enclosed Certificate of Service, all known parties will be served, as 

indicated.   

 

If you have any questions, please do not hesitate to contact me. 

       

 

Sincerely, 

 

       /s/ Steven C. Gray 

 

      Steven C. Gray 

      Assistant Small Business Advocate 

      Attorney ID No. 77538 

 

 

 

Enclosures 

cc: PA PUC Secretary Rosemary Chiavetta (Cover Letter & Certificate of Service only) 

Mark D. Ewen / Robert D. Knecht 

 Parties of Record 

 
 

Office of Small Business Advocate 

Forum Place 555 Walnut Street, 1st Floor I Harrisburg, PA 17101 717.783.2525 I Fax 717.783.2831 I www.osba.pa.gov 

http://www.osba.pa.gov/
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(Peoples Natural Gas Division and 
Peoples Gas Division) Base Rate Case 
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Docket No. R-2023-3044549 
                     C-2024-3045385 
 
 
 
  

 
CERTIFICATE OF SERVICE 

 
I hereby certify that true and correct copies of the foregoing have been served via email 

(unless otherwise noted below) upon the following persons, in accordance with the requirements 
of 52 Pa. Code § 1.54 (relating to service by a participant). 
 
The Honorable Mary D. Long 
Administrative Law Judge 
Pennsylvania Public Utility Commission 
Piatt Place, Suite 220 
201 Fifth Avenue 
Pittsburgh, PA 15222 
malong@pa.gov 
 
Scott B. Granger, Esquire  
Bureau of Investigation and Enforcement 
Commonwealth Keystone Building  
400 North Street, 2nd Floor West  
Harrisburg, PA 17105 
sgranger@pa.gov  
 
Gina L. Miller, Esquire 
Jacob D. Guthrie, Esquire 
Harrison W. Breitman, Esquire 
Office of Consumer Advocate 
555 Walnut Street 
5th Floor, Forum Place 
Harrisburg, PA 17101 
OCAPNG2023BRC@paoca.org 
 
 
 
 
 
 
 

Elizabeth R. Marx, Esquire  
John W. Sweet, Esquire  
Pennsylvania Utility Law Project  
118 Locust Street  
Harrisburg, PA  17101  
pulp@pautilitylawproject.org 
 
Joseph L. Vullo, Esquire  
Burke Vullo Reilly Roberts  
1460 Wyoming Avenue  
Forty Fort, PA  18704  
jlv@bvrrlaw.com 
 
Meagan Moore, Esquire 
PNG Companies LLC  
375 North Shore Drive, 4th Fl. 
Pittsburgh, PA 15212  
meagan.moore@peoples-gas.com 
 
Michael W. Gang, Esquire 
Anthony D. Kanagy, Esquire 
Nicholas A. Stobbe, Esquire 
Post & Schell, P.C.  
17 North Second Street  
12th Floor  
Harrisburg, PA 17101-1601  
mgang@postschell.com  
akanagy@postschell.com  
nstobbe@postschell.com 
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Charis Mincavage, Esquire  
Adeolu A. Bakare, Esquire  
Lisa Charleton, Esquire 
McNees Wallace & Nurick, LLC  
100 Pine Street  
Harrisburg, PA 17108  
cmincavage@mcneeslaw.com  
abakare@mcneeslaw.com  
LCharleton@mcneeslaw.com  
 
Kevin J. Moody, Esquire  
Pennsylvania Independent Oil & Gas Assoc.  
212 Locust Street, Suite 600  
Harrisburg, PA 17101-1510  
kevin@pioga.org 

 
 
 
DATE:  March 28, 2024     /s/ Steven C. Gray    

Assistant Small Business Advocate 
Attorney I.D. No. 77538 
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	DIRECT TESTIMONY OF ROBERT D. KNECHT
	1. Introduction and Context
	Q.  Mr. Knecht, please state your name and briefly describe your qualifications.
	Q. Please describe your assignment in this matter.
	Q. Please provide a brief description of the organizational background for the Company.
	Q. Please provide the context for your evaluation of the Company’s filing.
	Q. Would the large proposed rate increase for Peoples result in rates for small business customers that are outside the range of those at other Pennsylvania natural gas distribution companies (“NGDCs”)?
	Q. How is the balance of your testimony organized?
	2. Review of Non-Residential Rate Classes
	Q. Before getting into the details of your analysis of the filing, please summarize the rate classes under which businesses take service from Peoples.
	3. Allegheny Valley Connector (“AVC”)
	Q. Please provide your understanding of the AVC assets.
	Q. How are the AVC costs recovered from customers?
	Q. Why are the AVC costs an issue in this proceeding?
	Q. Do you have any issues regarding the Company’s approach to AVC costs?
	Q. What is your recommendation at this time?
	4. Gathering System Rate Treatment
	Q. Please provide your understanding of Peoples’ gas gathering system.
	Q. Please explain the Company’s proposed cost allocation and cost recovery mechanism for its gathering system costs.
	Q. Is this a reasonable approach?
	Q. Do you have a specific recommendation?
	5. Cost Allocation
	5.1  Cost Allocation Overview
	Q. What is the purpose of a utility’s allocated cost of service study (“ACOSS”)?
	Q. How does an ACOSS assign costs to the various rate classes?
	Q. What are the major areas of contention for an NGDC ACOSS?
	Q. What has the Company put forward with respect to ACOSS analysis?
	Q. Have you developed an alternative version of the ACOSS?
	5.2  Mains Cost Functionalization
	Q. Please describe the issue related to the functionalization (or sub-functionalization) of gas distribution mains in this proceeding.
	Q. Is this proposal reasonable?
	5.3  Mains Cost Classification
	Q. Please discuss the issue of allocating mains costs.
	Q. Please describe the mains classification/allocation methods that have been advanced in Pennsylvania NGDC base rates proceedings.
	Q. Please explain the CD Method.
	Q. Within the CD method, how are the weighting factors determined?
	Q. Please explain the A&E allocation method.
	Q. Please explain the peak-and-average (“P&A”) approach.
	Q. Does the Commission have a policy regarding mains cost allocation?
	We note that even in cases in which the revenue allocation methodology is litigated, a determination regarding which ACCOSS should be used should be determined on a case-by-case basis.  We have observed that ‘the inherent distinctions between utilitie...
	Q. Are there conceptual reasons why the CD method should be considered in the context of this proceeding?
	Q. What approach does the Company take with respect to mains classification?
	Q. What analysis did you perform regarding mains cost classification for this proceeding?
	Q. What approach do you take for mains cost allocation in this proceeding?
	5.4  Design Day Demand Allocator
	Q. Do you agree with Mr. Zarumba’s argument that the measure for peak demand for an NGDC allocated cost of service study should be design day demand?61F
	Q. Please describe the Company’s method for deriving the design demand allocator.
	Q. Please describe your concern regarding design day demands.
	5.5  Technical Issues
	Q. Please provide your assessment of the Company’s treatment of storage costs in its ACOSS.
	Q. Please comment on the weighted average customer allocator used for allocating meter reading expense Account 902.
	.
	Q. Do you have other technical observations regarding the Company’s ACOSS analysis?
	Q. How do the results of your cost allocation analysis compare to the Company’s results?
	6. Flex Rate Customers and Rate MLS
	Q. Please summarize the economic and regulatory issues surrounding Peoples’ “flex rate” customers.
	Q. Have you evaluated whether Peoples’ flex rate customers meet these criteria?
	Q. Please provide your understanding of the Company’s proposed Rate MLS.
	Q. Do you agree with the Company’s proposal to establish a separate MLS tariff class?
	7. Revenue Allocation and Rate Harmonization
	Q. What is revenue allocation?
	Q. What are the primary economic and regulatory criteria for revenue allocation?
	Q. Please summarize the process used by Peoples for its proposed revenue allocation in this proceeding.
	Q. What is your alternative revenue allocation proposal?
	Q. Does the Company’s proposal to harmonize the rates between the PNG and PG Divisions have implications for revenue allocation?
	Q. On that subject, do you have any recommendations regarding the revenue allocation treatment of a reduction in the overall proposed increase?
	8. Rate Design Issues
	Q. Please describe the base rate tariff structure for the SGS and MGS rate classes.
	9. Normal Heating Degree Days and the Weather Normalization Mechanism
	Q. What is the Company’s proposal for “normal” weather for deriving its FPFTY loads?
	Q. How have you evaluated this issue?
	Q. What is the Company’s proposal for a weather normalization adjustment (“WNA”) mechanism in this proceeding?
	Q. Pursuant to Act 58 of 2018, the Commission’s Policy Statement at Docket No. M-2015-2518883 contemplates the consideration of full and partial rate decoupling mechanisms in Pennsylvania.86F   How does the WNA compare to broader rate decoupling mecha...
	Q. Are there general concerns about the working of WNA mechanisms?
	Q. Has the Company adopted mechanisms to minimize these problems?
	Q. Do you have any other specific technical concerns regarding the implementation of the WNA mechanism?
	Q. What, then, is your recommendation regarding the proposed WNA mechanism?
	10. Billing Determinants for the FPFTY
	Q. What analysis have you undertaken with respect to the Company’s load forecast and billing determinants for the FPFTY?
	Q. What analysis have you prepared regarding the Company’s UPC estimates?
	Q. Does this conclude your direct testimony?
	The Pennsylvania Commonwealth Court held that cost of service is “the polestar” criterion for assigning a utility rate increase among the various rate classes.93F    Parties to Pennsylvania base rates proceedings generally agree that this criterion i...




