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I. HISTORY OF THE PROCEEDINGS

On April 29, 2011, Pennsylvania-American Water Company (PAWC, the Company, or the Respondent) filed Supplement No. 253 to Tariff Water-Pa. P.U.C. No. 4 to become effective June 28, 2011, containing proposed changes in rates, rules, and regulations calculated to produce $70,676,379 (or 13.8%) in additional annual revenues.  

By Order entered June 9, 2011, the Pennsylvania Public Utility Commission directed an investigation be instituted to determine the lawfulness, justness and reasonableness of the rates, rules and regulations contained in the proposed rate increase request filed by Pennsylvania-American on April 29, 2011.  The Commission further ordered that the investigation include consideration of the lawfulness, justness, and reasonableness of the Respondent’s existing rates, rules and regulations.  The proposed rate increase was suspended by operation of law on June 28, 2011, until January 28, 2012, unless otherwise directed by the Commission.  
The case was assigned to the Office of Administrative Law Judge for prompt scheduling of hearings and for issuing a Recommended Decision.  There were 18 formal Complaints filed against the proposed rate increase.
  On May 9, 2011, the Office of Small Business Advocate (“OSBA”) filed a formal Complaint and its Notice of Appearance and a public statement opposing the proposed rate increase.  On May 20, 2011, counsel for the Office of Consumer Advocate (“OCA”) entered a Notice of Appearance and filed a formal Complaint and public statement against the proposed rate increase.  On May 25, 2011, AK Steel Corporation (“AK Steel”) filed a Petition to Intervene.  The former Office of Trial Staff (“OTS”), now part of the Bureau of Investigation and Enforcement (“I&E”), filed a Notice of Appearance on June 7, 2011.  On June 9, 2011, Pennsylvania-American Water Large Users Group (“PAWLUG”) filed a formal Complaint against the rate increase.

By Notice dated June 13, 2011, the Commission informed the parties that a prehearing conference was scheduled to take place on this matter on Friday, June 24, 2011, at 10:00 a.m.  In accordance with the Notice, the prehearing conference took place telephonically as scheduled in two locations simultaneously: Harrisburg and Philadelphia.  Public input hearings were discussed and a schedule was set for hearings and formal testimony by the parties.  The schedule included eight in-person public input sessions.  The first public input hearing was held on July 22, 2011, at 1:30 p.m. in Wilkes-Barre, PA at the Ramada Inn Wilkes-Barre.  The second public input hearing was also held on July 22, 2011, at 6:00 p.m. in Bushkill, PA at the Saw Creek Estates.  The third public input session was held on July 27, 2011, at 1:30 p.m. at the Exeter Community Library, in Reading, PA, and the fourth was held at 6:30 p.m. on July 27, 2011, at the Camp Hill Borough Administration Building in Camp Hill, PA.  The fifth public input hearing was held on July 28, 2011, at 1:30 p.m. in Norristown, PA at the Montgomery County Court House.  The sixth public input hearing was held at 6:00 p.m. on August 9, 2011, at Days Inn, in Butler, PA.  The seventh public input hearing was held on August 10, 2011, at 1:00 p.m. in Washington, PA at the Ramada Inn, and the eighth public input hearing was held at 6:00 p.m. on August 10, 2011, in Dravosburg, PA, at the Dravosburg Borough Office.
None of the pro se Complainants elected to be active participants in this case pursuant to the Prehearing Conference Order issued on June 21, 2011.

AK Steel’s Petition to Intervene was granted in the Prehearing Order #2 issued on June 29, 2011, after receiving no objections from the parties in this case.
Also on June 29, 2011, PAWC filed a Petition for Protective Order to limit disclosure of confidential information in this proceeding.  No active party objected to the Petition for Protective Order.  By Order dated July 11, 2011, the undersigned ALJs granted the Protective Order Petition. 

On July 5, 2011, OCA filed a Motion to Dismiss Objections and to Compel Answers to Interrogatories directed to PAWC.  On July 11, 2011, PAWC filed a response to OCA’s Motion.  On July 21, 2011, the undersigned ALJs issued an Order granting in part, and denying in part OCA’s Motion to Dismiss Objections and to Compel Answers to Interrogatories.

On August 12, 2011, PAWC filed a written response to D. Wintermeyer’s written “Motion to Dissolve the Monopoly of Pa. American Water Co.” which was filed simultaneously with his Complaint, Docket No. C-2011-2250134, on June 27, 2011, and his oral motion for active participant status made during his oral testimony at the public input hearing held, in Camp Hill, PA.  By Order issued August 18, 2011, the undersigned ALJs denied both motions.

On August 11, 2011, OSBA filed a Motion to Strike Supplemental Direct Testimony filed by PAWC on July 29, 2011, proposing to update the Company’s revenue claim.  On August 23, 2011, PAWC filed an answer to OSBA’s Motion to Strike.  By Order dated September 6, 2011, the undersigned ALJs denied OSBA’s Motion to Strike.

The parties submitted direct, rebuttal and surrebuttal testimony in accordance with the procedural schedule.  On August 1, 2011, and September 14, 2011, OCA requested permission to extend the due dates of direct and surrebuttal testimony concerning revenue requirements.  No active party opposed the requests.  The ALJs granted the requests for extension.  

By electronic mail dated September 22, 2011, counsel for PAWC informed the undersigned ALJs of a unanimous settlement between all parties represented by counsel.  As a consequence, we agreed to cancel the evidentiary hearings scheduled for September 22, 23 and 26, 2011.  
On October 6, 2011, a Joint Petition for Settlement of Rate Investigation (Joint Petition or Settlement) was filed and served.  Signatories to the Joint Petition include PAWC, I&E, OCA, OSBA, AK Steel and PAWLUG (collectively, settling parties, joint petitioners or Joint Parties). Each of the settling parties provided a Statement in Support appended to the Joint Petition.



Separately, on October 14, 2011, the settling parties filed a Stipulation and Motion for Admission of Testimony and Exhibits.  The settling parties stipulated to the authenticity of the statements and exhibits listed in the Stipulation, waived the opportunity to conduct cross-examination and requested that the statements and exhibits be admitted into the record.  

Also on October 14, 2011, OCA served a copy of the Joint Petition and attachments on the pro se Complainants, along with a letter instructing the Complainants to review the Joint Petition and indicate to the ALJs in writing by October 24, 2011, whether they choose to join in the Joint Petition, oppose the Joint Petition, or not oppose the Joint Petition.  Enclosed was a signature page that the pro se Complainants could sign and return to the ALJs if they wished to join or did not oppose the Joint Petition.  
The following parties chose to oppose the Settlement:
1. Anne Louise Irace at Docket No. C-2011-2245594;

2. Timothy W. Meyer at Docket No. C-2011-2248095;

3. Douglassville East, L.P. at Docket No. C-2011-2262764; 
4. Thomas V. Olup P.E. at Docket No. C-2011-2247943; and
5. William B. Kazimer at Docket No. C-2011-2250314.
The remaining pro se Complainants did not take any action with regard to the Joint Petition for Settlement.  

By Order Granting Motion to Admit Testimony and Exhibits dated October 24, 2011, the Stipulation, statements and exhibits were admitted into the record of this proceeding. The record closed on October 26, 2011.  This matter is now ripe for recommendation.   
II.
PUBLIC INPUT HEARINGS

A.
First Public Input Hearing


The first public input hearing in Wilkes-Barre, Pennsylvania convened as scheduled on July 22, 2011, at 1:30 p.m. in the Ramada Inn at Wilkes-Barre.
  The majority of the testimony opposed the proposed rate increase as unjust and unreasonable under the current economic conditions of the ratepayers in the service territory.  Eleven people testified under oath.



Mr. Omeed Firouzi read into the record a statement from State Representative Phyllis Mundy who represents the 120th legislative district of Pennsylvania which is in the service territory of PAWC.  The State Representative noted that the current proposed rate increase is the 6th base rate increase requested in the past twelve years beginning in 1999 with an increase to base rates of 14.2%.  Representative Mundy noted that although the Company claimed the increase in revenue for this current request would be used to fund capital investments in infrastructure, the Commission approved a raise in the cap of the Company’s Distribution System Improvement Charge (“DSIC”) from 5% to 7.5% to recover infrastructure improvement costs.  The State Representative implied that to request a rate increase and a DSIC to address the same costs to improve infrastructure is duplicative.  Tr. 38.  The State Representative acknowledged a recent audit of the Company and cautioned the Commission to incorporate the audit recommendations for cost savings and efficiencies to be implemented by the Company.  The State Representative commented on the Company’s requested return on equity at 11.5% as unjustifiable in the current strained economic climate of her constituency.  The State Representative stated that a rate increase should be fair and reasonable finding that the requested return on equity by the Company was neither fair nor reasonable.  Tr. 39.



Mr. Jeffery B. Hall testified as a residential customer with Sutton Hills Homeowner’s Association in Jackson Township, Luzerne County.  Mr. Hall questioned whether the Company is improving operating efficiency by reducing operational costs rather than increasing the scale of the Company by acquiring additional service territory and facilities.  Mr. Hall suggested that the Company should improve operational costs through energy conservation and implied that the Company’s efforts in this area are lacking.  Tr. 43-44.  Mr. Hall advocated gradualism in any increase in rates and an opportunity for the ratepayers in Sutton Hills to monitor metered usage prior to implementing a Zone 1 rate in his service territory.  Tr. 46.



Mr. John Ogozaly challenged PAWC’s justification for the requested rate increase.  Mr. Ogozaly stated that PAWC should have known the condition of the facilities and equipment it acquired as a corporate buyer, and thus; at the time of the purchase discounted the amount paid to acquire the facilities and equipment.  Mr. Ogozaly advocated that PAWC should not now be heard that PAWC needs to be compensated for investments to upgrade the water service.  Mr. Ogozaly stated that the Company claimed improvements to the water treatment plant and pumping station in Simpson, Pennsylvania but the Company did not pay taxes in the community for these improvements.  Mr. Ogozaly questioned the maintenance and repair of the water mains in Simpson, Pennsylvania.  Mr. Ogozaly implied that it is unreasonable to request the ratepayers, made up of retirees who have not received a cost of living increase in the last two years, pay a 13.8% increase in rates for water service.  Tr. 50-52.  



Mr. William Kuklewicz testified that the demographic data of the ratepayers in the service territory show a significant amount of properties up for sheriff sale.  In addition, there are retired persons that have not received an increase in personal income in the service territory.  Tr. 60.  Mr. Kuklewicz stated that the economy in the service territory cannot reasonably sustain an increase in water rates.  Tr. 60.



Mr. Camillo John Messina testified that hard economic times exist for the ratepayers; and consequently, the rate increase proposed by PAWC is too exorbitant to conclude that it is justifiable.  Tr. 62-63.  Edythe Williams testified similarly that people on fixed incomes cannot afford a proposed rate increase for water service.  Tr. 66.



Mr. Ron Priestman is a volunteer at the Hanover Township Fire Department in Luzerne, County.  He testified that PAWC is a good corporate citizen and provides annual grants in the amount of $500 to $750 to the fire department.  PAWC also participates in the Pennsylvania State Firemen’s Convention by providing programs for the volunteer firemen.  Tr. 69-70.  Similarly, Mr. John Maday, the past-president of the River Front Parks Committee testified that PAWC assists the Committee in its efforts of environmental education and awareness.  PAWC has assisted in educating youth and in cleaning up parks and along rivers.  PAWC has also sponsored some of the events of the Committee.  Tr. 73.



Mr. Charles Urban stated Pennsylvania ranks #2 in the nation, second to Florida, in the population of retirees.  Pennsylvania retirees have not received a cost of living adjustment since 2001.  Mr. Urban questioned the $13 per month charge by PAWC for meter reading and metering equipment stating that there is little labor involved for the service and concluded that the charge is unreasonable compared to the effort performed by the Company.  Tr. 76-78.



Mr. Robert Kocher, Jr. objected to the number of service territories proposed to move from other lower rates zones to consolidate at Zone 1 rate levels.  Mr. Kocher recognized that some of the proposed a basis for the rate increase is repair of the facilities recently purchased by the Company.  Mr. Kocher does not believe he should pay for the maintenance and upkeep of the facilities (acquisition of seven companies) that PAWC recently purchased because he will not receive any financial interest in the facilities.  Mr. Kocher commented that the proposed surcharges for purchases power adjustment and purchase water adjustment are pass-through charges to the ratepayer and are not reasonable, just or necessary.  Tr. 82-84.  He objected to the proposed standby charge for fire hydrants because he concluded the charge is prohibited by Section 1326 of Title 66 of the Pennsylvania Consolidated Statutes.  66 Pa.C.S. § 1326.  Tr. 84-85.  Mr. Kocher simply found the Company’s proposed rate increase to be unjust and unnecessary.  Tr. 85-86.



Mr. Michael Young opposed the $13 per month surcharge for meter reading and meter equipment.  Tr. 92.  Mr. Young complained about receiving mail from an affiliate interest of PAWC.  Tr. 94-95.    

B.
Second Public Input Hearing


The next public input hearing convened as scheduled at 6:00 p.m. on July 22, 2011, Saw Creek Estates, Bushkill, Pennsylvania, in an athletic field house facility.  All of the testimony opposed the proposed rate increase.  Ten witnesses testified.



Mr. Paul Menditto testified on behalf of the Lehman Township Board of Supervisors, which he explained is a governing body in the local township.  Mr. Menditto is one of the three supervisors.  Mr. Menditto expressed that the Supervisors believe the proposed rate increase is excessive and unnecessary.  They understood the purpose of the increase is to upgrade and repair the current system but population growth is decreasing and there have not been any service interruptions to justify upgrades and repair.  Mr. Menditto alleged that the Company is proposing the rate increase to recoup its investment in three years or less which is too short a payback period.  Tr. 117-18.  Utilities should obtain a reasonable profit and should not be in the business of maximizing profits.  In the current bad economic environment, the proposed rate increase will cause an undue hardship on the ratepayers.  Tr.118-19.  Mr. Phillip Cozzi also testified about the financial climate being tough and suggested that a cap be placed on the amount utilities can raise rates for a certain amount of time.  Tr. 150-52. 
  




Mr. Robert Palmer testified as the President of Saw Creek Estates Community Association (“SCECA”) and as a resident of Saw Creek Estates.  Mr. Palmer questioned whether the capital investments by the Company in upgrades, repair and replacement of facilities were within Saw Creek Estates.  Mr. Palmer also stated the residential customers at Saw Creek received a wastewater increase by PAWC through 2014 with a cumulative effect of over 200%.  The proposed rate increase for water cannot be absorbed in these tough financial times by the same community.  The rate increase must be justified and is requested to be phased-in over a number of years.  Tr. 123-25.  Additionally, Mr. David Martin testified as the General Manager of SCECA and a residential customer of PAWC.  Mr. Martin stated that the proposed increase is simply unnecessary and would impose an unreasonable hardship on SCECA.  Tr. 135-37.



Mr. Harvey Schuldenfrei challenged whether the Company is simply unifying the rates in the service territory of Saw Creek Estates with the rates of other more densely populated areas to achieve a statewide service rate.  Mr. Schuldenfrei stated that Saw Creek Estates is a small community and should not be held to underwrite the services provided to other parts of the Company’s service territory.  Mr. Schuldenfrei questioned whether the accounting of an added credit agent funds with an affiliate of PAWC as a monthly charge to insure maintenance and repair if a customer’s water line breaks should be separate from the Company.  Tr. 128-34.



Mr. Joseph D’Ambrozio testified to the quality of the water as poor although he uses a water filter for his house.  Mr. D’Ambrozio stated that the filter is supposed to last six months but sediment noted on the record as uniformly brown and saturating the filter was accrued over two weeks.  Mr. D’Ambrozio also testified that the proposed increase is not reasonable.  Tr. 142-43.



Ms. Sally Addison stated she has had to conserve her water usage because of the increases she has experienced over the last five years.  She also stated that the proposed rate increase is unfair and will pose a financial struggle for the ratepayers.  Tr. 147-48.




Mr. Robert Detlefs testified as a customer of PAWC.  Mr. Detlefs stated that the requested increase yields more than what a comparable company in a competitive business environment would realize.  Mr. Detlefs also testified that the ratepayers in the current financial climate cannot realize anything comparable to the increase proposed by the Company over the next five years.  To request that the ratepayers pay this proposed increase is simply unfair.  Tr. 155-57.



Ms. Kristina Newmann, a customer of PAWC, testified that the quality of her water is poor because her filter is black after a few months of use.  Tr. 160.  Ms. Newmann also pointed to the use of choice in the supply of gas and electric and questioned whether the water industry could be structured similarly.  Tr. 162-63.



Mr. Peter Burgess questioned the fitness of the Commission to adequately protect the public.  Tr. 166-67.  Mr. Burgess suggested that the meters recently installed in Saw Creek Estates should yield a cost savings to the Company and a corresponding price reduction to the customer because of the capability to remotely read the meters.  Tr. 167.  Mr. Burgess stated that the costs of water service should not be averaged out across the service territory of the Company because this only is advantageous to PAWC and is not beneficial to a small community like Saw Creek Estates.  Tr. 168. 

C.
Third Public Input Hearing
On July 27, 2011, an in-person public input hearing convened at 1:30 p.m. in Reading, Pennsylvania.  Eight people testified under oath.  The majority of the testimony opposed the proposed rate increase in view of the current economic climate in the area.  

State Senator Judy Schwank testified about her concern that PAWC’s proposed rate increase, in its current form, cannot be construed as reasonable.  She urged the Commission to take into account the significant impact the proposed rate increase will have on the Company’s residential, commercial and industrial customers and render a decision that is just and reasonable for all the parties involved.  Tr. 188-94.  Mr. Donald R. Wilson testified as Chairman of the Board for Exeter Township regarding the poor quality of the water provided by PAWC.  He also stated that the increase in prices, taxes and rates is driving businesses out of the area.  Mr. Wilson also commented that the community had requested that the public input hearing be held in the evening, but was scheduled for an afternoon hearing instead.  Tr. 194-200.
Mr. Mario Cepeda expressed his appreciation for PAWC’s willingness to cooperate with his employer, Grande Construction Company, in order to address their customers’ concerns in a timely fashion.  Tr. 200-203.  Ms. Dorothy Reilly and Mr. Joseph A. Grudzinski testified that the water quality in the area has improved but that residents have misgivings about drinking water from their faucets.  Ms. Reilly questioned the past years increase in customer charge as well as the need for the DSIC charge.  Mr. Grudzinski also questioned the benefit to the customers of the higher customer charge and the lack of uniformity in water charges in different parts of the state.  Tr. 204-208; 230-235, respectively.

Ms. Patricia O’Brien Pieja began her testimony by questioning the accuracy of her meter.  She further characterized PAWC’s rate increase request as outrageous in view of the DSIC charge and the fact that the Company was granted a rate increase in November of 2009.  Tr. 209-17.  Mr. Lee F. Mauger testified that he is the owner of a commercial retail building in Amity Township, Berks County, PA, which is equipped with a sprinkling system served by a four-inch water line.  Mr. Mauger stated that because he has installed a sprinkling system in his facility he is being charged $120 per month by PAWC although the fire safety system has never used any water.  According to Mr. Mauger, PAWC already has in place the highest rates for four-inch metered private fire protection systems and the additional increase proposed in the current filing is unreasonable.  He stated that the Company’s operation is inefficient with poor customer service.  Tr. 218-30.  Ms. Michelle Kircher testified as Vice Chairman of Exeter Township Board of Supervisors.  Ms. Kircher stated that PAWC has reported net profits at the same time that they are requesting rate increases.  She commented on the lack of communication between the PAWC and the local government, the poor quality of water with a strong smell of chlorine in it, and the lack of cooperation from the Company regarding the marking of fire hydrants in the township so that the firefighters will know how much volume is coming out of them.  Tr. 235-42.

D.
Fourth Public Input Hearing


The fourth public input hearing convened as scheduled on July 27, 2011, at 6:30 p.m. in Camp Hill Borough Building, Camp Hill, Pennsylvania.  Three witnesses testified under oath.  Ten of the witnesses opposed the proposed rate increase by PAWC.



Ms. Mary Anderson testified as a senior citizen.  She stated that senior citizens are living on fixed incomes and/or savings that have earned nearly zero interest in the past four years.  Additionally, senior citizens that receive social security have not received a cost of living increase in the last two years.  However, in her community which is Shiremanstown, Pennsylvania, PP&L had a substantial rate increase two or three years ago and the property taxes are based on the value of property that is fictitiously high.  Medical expenses, food costs, gasoline prices, all of these fundamental elements for living as a senior citizen have increased.  Ms. Anderson suggested that senior citizens are a depleted cash cow and the PUC should deny the proposed rate increase.  Ms. Anderson also stated that the reduction in fluoride added to the water should translate into a reduced cost by the Company and should be used to offset the costs for improvement and expansion of facilities and equipment.  Tr. 259-61.



Mr. D. Wintermeyer alleged that PAWC is operating as an illegal monopoly in violation of the federal Anti-Trust Act.  Mr. Wintermeyer solicited the Commission to act in the best interest of the public by finding that any rate increase is not necessary due to the exorbitant profits realized by PAWC and all requests contained with the rate increase by the Company be denied in its entirety.  Tr. 263-66.



Mr. Don P. Brown suggested that the community work together to assist each other in the future because water is a precious commodity to support life.  Tr. 269.    
E.
Fifth Public Input Hearing


On July 28, 2011, an in-person public input hearing convened at 1:30 p.m. in Norristown, Pennsylvania.  Three people testified under oath.  In his testimony, Mr. Richard O. Adams requested that the Commission make sure that PAWC continues to implement cost savings to pass through to its ratepayers.  Tr. 290-99.  Mr. Leroy James Watters, III, testified that the consumptive use of rivers and streams by water-boiling generating plants reduces the quality of the water, and ultimately increases the cost of service to the other ratepayers.  Mr. Watters requested that PAWC hold those power plants that affect water quality accountable for the water that they use.  Tr. 300-304.  Mr. William B. Kazimer testified that PAWC has been billing him as a commercial customer although he is a residential customer.  He admitted that at his level of consumption there is no difference between the two rates.  Mr. Kazimer also noted that PAWC had already requested and was approved for two substantial rate increases, one in 2007 and one in 2009.  He testified that in these difficult financial times, many people cannot afford to pay the newly proposed rate increase for water service.  Tr. 304-14.

F.
Sixth Public Input Hearing


On August 9, 2011, an in-person public input hearing convened at 6:00 p.m. in Butler, Pennsylvania.  Nine people testified under oath.  Ms. Mary Sally, Director of Programs at Dollar Energy Fund, testified with regard to PAWC’s twenty-year partnership with the Dollar Energy Fund to create the H2O-Help to Others program designed to provide assistance to local households who are experiencing a temporary financial crisis.  Tr. 329-36.  Mr. Andrew Erie, Supervisor of Center Township, testified about the help and cooperation he has received from PAWC in getting reliable, clean drinking water to hundreds of families in Center Township.  Tr. 337-38.  Mr. Robert T. Whalen, president for the Utility Workers Union of America, Local 102, and a Region 2 executive board member for the national union, testified in opposition to PAWC’s proposed rate increase.  As reasons for his objection to the rate increase, Mr. Whalen mentioned the American Water Company’s reported profits, its executives’ salaries as well as the rate increases the company is seeking throughout its service territory.  In particular, Mr. Whalen pointed out that in West Virginia, American Water Company laid off 10% of its work force when state regulators approved only a 4.4% rate increase instead of the requested 13% increase.  In order to prevent the same outcome in Pennsylvania, Mr. Whalen requested that, whatever rate relief the Commission decides to approve for PAWC, the Commission should mandate that the Company maintain the number of employees reflected in the Company’s rate filings.  In addition, he requested a detailed audit of the Company’s accounting procedures, a review of repair procedures for water leaks, as well as steps to ensure that Pennsylvania ratepayer dollars are used in Pennsylvania.  Tr. 339-45.  Mr. William J. Sterner agreed with the testimony of Mr. Whalen.  Tr. 356-58.

Ms. Dawn Spielvogel stated her concern regarding PAWC’s justification for the proposed rate increase in view of the Company’s reported increase in earnings in 2010, and of the DSIC charge already in place.  Tr. 345-47.  Mr. Richard L. DeBlasio, County Commissioner of Lawrence County, testified about PAWC’s efforts of cooperation with the local government.  Tr. 347-50.  Ms. Marlene Huff testified that she is living on a fixed income and cannot afford the rising cost of utilities.  Tr. 350-53.  Ms. Linda Nitch, Executive Director of Lawrence County Economic Development Corporation, commended PAWC for its excellent service and quick response to the needs of its residential and industrial customers as well as the community.  Tr. 353-56.  Ms. Lorene Osborne as director of Clarion County Housing Authority testified that while investments to repair the aging infrastructure are necessary, the financial burden placed upon PAWC’s customers in funding these repairs may be unacceptable.  Ms. Osborne pointed out that Clarion residents and businesses are already cutting back expenses and making sacrifices in these difficult times.  She pleaded with PAWC to do the same.  Tr. 358-61.

G.
Seventh Public Input Hearing


On August 10, 2011, an in-person public input hearing convened at 1:00 p.m. in Washington, Pennsylvania.  Seventeen people testified under oath.  The majority of the testimony concerned the high cost of connecting to PAWC’s water system.  

After acknowledging PAWC’s work in providing water service to areas throughout Washington County, State Representative Jesse White testified that there are still problematic pockets in the area where people are unable to get water service due to financial restraints.  She pointed out that the development of the Marcellus Shale industry in Washington County has exacerbated the water problem in the area by adding safety concerns.  Representative White concluded her testimony by stating that if the Commission approves a rate increase for the Company, necessary steps need to be taken to ensure that the customers receive clean, safe drinking water and reliable service, with provisions for connecting new customers into the main system.  Tr. 379-84.



In his testimony Mr. James McGaffin expressed his dissatisfaction with the way PAWC has handled several instances of water leaks in his neighborhood and the resulting damage.  Tr. 384-99.  Ms. Susan Bertovic testified that her family draws water from a 25-foot deep well, which has dried up for the third year in a row.  She stated that her residence is 250-300 feet away from a municipal wastewater plant which she believes is using PAWC water.  Ms. Bertovic is not connected to the PAWC’s water system because the $11,000 price quoted to her by the Company ten years ago remains cost prohibitive to this day.  Tr. 399-406.



Mr. Scott Reese testified as Fire Chief for South Strabane Township.  Mr. Reese commended PAWC for its reliable service and its efforts to upgrade and maintain the water system.  Tr. 406-409.  Ms. Mary Louise Brown and Ms. Joyce Mitchell testified that they would like to be connected to PAWC’s water system but that the price quoted to them for the connection was prohibitive.  Both Ms. Brown and Ms. Mitchell stated the Company’s water system runs very close to their respective properties.  Ms. Brown testified that the contamination problem on her well and spring began approximately two years ago and that consumption of water from these sources has caused the death of five of her goats.  She testified that she cannot afford to pay the quoted price of $12,000 to connect to the Company’s water system.  Ms. Mitchell testified that she has her well tested regularly and it has been found to contain higher than normal levels of Acrylonitrile.  She believes that the contamination is connected to the recent Marcellus Shale drilling in the area.  Ms. Mitchell stated that for health and safety reasons she has requested to be connected to PAWC’s system but that she cannot afford the $25,000 quoted to her by the Company.  Tr. 409-16; 416-21, respectively.



Mr. John A. Adams testified on the history and hardships of getting public water to some of the residents in the Avella area.  He also described the effect that lack of reliable and clean water has on a mining community.  Tr. 421-30.  


Ms. Charlotte A. Soubie and Mr. Brian Eckels testified on the hardships of living without reliable clean water.  Ms. Soubie stated that the water line stops 3,300 feet away from her property leaving her to rely on a 2,500 gallon water cistern for her family’s daily necessities.  She stated that she cannot afford to pay the $10,000-$11,000 price the Company is demanding to get the water line to her property.  Mr. Eckels testified that the Company demanded $87,066 to extend the line 1,300 feet to where the properties of Mr. Eckels and four of his neighbors are situated.  Tr. 430-38; 445-48, respectively.  Ms. Lynn Pape and Ms. Christine Matchett are two of the four neighbors, Mr. Eckels referred to during his testimony.  Ms. Pape testified to the expenses related to having to buy water for her family’s daily consumption, the safety hazard caused by the lack of a fire hydrant in the area where she lives, and the inability to get sewer service despite their proximity to the sewer plant.  Ms. Matchett also testified to the expenses related to having to buy water for her family’s daily consumption, and the health hazard constantly threatening her family because of extreme measures to conserve water and her family’s dependency on water delivery trucks.  She requested that PAWC extend water service to the residents on her street at a reasonable cost.  Tr. 448-52; 452-59, respectively.

Mr. Guy Tucci and Mr. Ronald D. Foil both testified that PAWC’s proposed rate increase is not justified at this time.  According to Mr. Tucci, the rate increase is unjustified in view of the Company’s recent reported increases in revenue, net income, adjusted net income and earnings per share.  Mr. Foil objected to the rate increase because the Company has failed to negotiate a labor contract with its employees since 2009.  Tr. 438-42; 442-45, respectively.

Joan Billante testified that she and her son own 20 acres of land in the area.  They had intended to develop the land into residential properties but their plans were thwarted by the poor quality of underground water and their inability to connect to a water system.  Tr. 459-61.  Ms. Barbara Barnes testified that the Company has been bargaining in bad faith with its employees in the past couple of years, at the same time they granted $7.5 million dollars in total compensation to the top five water company executives.  Tr. 462-63.  Ms. Catherine Coen testified to the hardships of running a household on well water.  She stated that the Company quoted a price of $35,000 to each of the five houses in her area in order to get them connected to its water system.  Tr. 464-66. Ms. Rebecca Gasper testified that she and eleven of her neighbors live approximately half a mile away from a school that receives public water, yet they do not.  All their wells were tested and show no sign of contamination, but she is worried by the proximity of Marcellus Shale gas wells close proximity to her residence and the lack of any fire hydrants in the area.  Tr. 466-69.

H.
Eighth Public Input Hearing


On August 10, 2011, an in-person public input hearing convened at 6:00 p.m. in Dravosburg, Pennsylvania.  Nine people testified under oath.  The majority of the witnesses opposed the proposed rate increase by PAWC.  State Representative Bill Kortz testified against the proposed rate increase requested by PAWC.  He described the 13.3% rate increase as too steep and too severe for the residents of the 38th District who recently saw their school property taxes raised.  In the alternative, if the Commission approves PAWC’s rate increase, Representative Kortz suggested that the Commission adopt an incremental approach in combination with a one-year or two-year rate increase in order to allow for the Company’s infrastructure upgrade while minimizing the financial strain to the customers.  Tr. 484-89.  Mr. Bob Macey, Councilman for Allegheny County, also testified against the proposed rate increase requested by PAWC.  While he commended the Company for its willingness to cooperate with local authorities to address the needs of the community and recognized the need for infrastructure and the means to finance it, Councilman Macey stated that the timing of the requested rate increase is inopportune for his community.  Tr. 490-92.

Mr. Thomas Olup P.E. testified that he supports the rate increase but believes it to be premature at this time.  The majority of his testimony concerned his complaint that PAWC has failed to address the problem of an old and deteriorating water line which is allegedly responsible for causing substantial damage to Mr. Olup’s property.  Tr. 492-505.  Mr. James Lewis is a union representative for UWUA
 AFL-CIO and a customer of PAWC.  He testified that for three months the residents of the Beechview area in Pittsburgh experienced foul smelling and horrible tasting water caused by an algae problem on the Monongehela River.  Although there was appropriate warning of the situation on the news, Mr. Lewis stated that the Company failed to take additional measures to provide relief to its affected customers.  In addition, Mr. Lewis cautioned the Commission against allowing the Company to reduce the number of its reported employees after the rate increase.  Tr. 505-10.  Mr. Kevin Booth is a PAWC employee and a representative of the UWUA.  He testified against the 13.3% rate increase requested by PAWC.  He stated that the rate increase is uncalled for at this time in view of the fact that the Company is very profitable.  Tr. 510-13.  Mr. Glen Wagner testified as a restaurant owner whose customer base consists mainly of senior citizens.  He testified that in these difficult financial times senior citizens cannot afford the 13% rate increase for water service on top of increased taxes.  The financial hardship of these senior citizens will be reflected upon Mr. Wagner’s business and his employees.  Tr. 513-17.

Ms. Jody Robertson, Communications Coordinator for Dollar Energy Fund, testified with regard to PAWC’s leadership in helping local low income families pay their monthly water bills and its twenty-year partnership with the Dollar Energy Fund to create the H2O-Help to Others program.  Tr. 518-24.  Ms. Pat Lovelace is the administrator of the conservation education portion of the H2O program.  She commended PAWC for its program which allows customers to not only receive free-water saving devices, but also some minor plumbing repairs.  Tr. 524-26.  Mr. Jim Brewster, State Senator of the 45th District, testified that his district has the second largest per capita number of senior citizens and it is one of the highest poverty areas in the State of Pennsylvania.  While Senator Brewster recognized that the Company might very well be able to justify the need for upgrading infrastructure, the 13% increase in rate will worsen the financial hardship the community is experiencing at this time.  He called for transparency in justifying the rate increase and warned against including in the approved increase funds for non-service related issues.  Tr. 526-31.
III.
TERMS AND CONDITIONS OF THE SETTLEMENT PETITION
The Joint Petition for Complete Settlement is a document signed by the Company, OCA, I&E, OSBA, PAWLUG and AK Steel.  Appendix A of the Joint Petition contains the Tariff Supplement.  Appendix B contains Proof of Revenues.  Appendix C contains Amortizations of the acquisition adjustments that PAWC recorded in connection with its acquisition of water utility assets.  Appendix D contains the Company’s various commitments that address the issues and concerns raised in the public input hearings and in OCA’s testimony.  Appendix E is PAWC’s Statement in Support.  Appendix F is I&E’s Statement in Support.  Appendix G is OCA’s Statement in Support.  Appendix H is OSBA’s Statement in Support.  Appendix I is PAWLUG’s Statement in Support.  Appendix J is AK Steel’s Statement in Support.


The principal terms and conditions of the proposed settlement, contained in Paragraph 8, Section III of the Petition, are as follows:
III.
TERMS AND CONDITIONS



8.
The Settlement consists of the following terms and conditions:

Upon the Commission’s approval of this Settlement, PAWC will be permitted to charge the rates for water service set forth in the proposed Tariff Supplement annexed hereto as Appendix A (hereafter, the Settlement Rates).  The Settlement Rates are designed to produce additional annual operating revenue of $36 million, as shown on the proof of revenues annexed hereto as Appendix B.  The Tariff Supplement set forth in Appendix A has been reviewed by the Joint Petitioners and complies with the terms of the Settlement.  The Settlement Rates are designed to produce approximately $550 million in total annual water revenue (including Other Revenue) as shown in Appendix B, Schedule 1, column 7.
The Joint Petitioners agree to exercise best efforts to obtain approval of this Settlement by the Commission on or before November 10, 2011 and the implementation of the Settlement Rates on or before November 11, 2011.  Upon the entry of a Commission Order approving this Joint Petition, the Company will be permitted to file a tariff supplement in the form attached hereto as Appendix A to become effective upon one day’s notice.
PAWC will not file for another general water rate increase under Section 1308(d) of the Public Utility Code prior to April 29, 2013.  However, if a legislative body or administrative agency, including the Commission, orders or enacts fundamental changes in policy or statutes which directly and substantially affect the Company’s rates, this Settlement shall not prevent the Company from filing tariff supplements to the extent necessitated by such action.
The Joint Petitioners agree that the Settlement Rates reflect the amortizations set forth in Appendix C to the Joint Petition, which includes amortizations of the acquisition adjustments that PAWC recorded in connection with its acquisition of the water utility assets of the Saxonburg Area Authority, Birch Acres Waterworks, Inc., Boggs Township, Amwell Township Water Authority and Sutton Hills Home Owners Association.

The Joint Petitioners agree that the Company will be allowed to record the expenses incidental to acquisitions consistent with the Uniform System of Accounts for Class A Water Utilities as prescribed by the National Association of Regulatory Utility Commissioners.

The Company agrees that notice of its intention to seek an adjustment to rate base associated with its acquisition of a troubled water system, whether positive or negative, will be specifically provided to the BI&E and OCA at the same time the Company files and serves its original cost study for each such acquisition. 

The Joint Petitioners agree that for purposes of determining the revenue requirement in this case there is no current federal income tax expense included in developing the revenue requirement and all of the Company’s federal income tax expense has been treated as deferred federal income tax expense.  Further, all capitalized repairs deductions claimed on a tax return have been normalized for ratemaking purposes and the appropriate related amount of tax effect of those deductions has been reflected as Accumulated Deferred Income Taxes as a reduction to PAWC’s rate base.

The Joint Petitioners acknowledge and agree that the depreciation rates set forth in PAWC Exhibit No. 9-B are approved for ratemaking purposes and that the Company will use such depreciation rates to calculate the depreciation expense it records on its regulated books of account.

The Company agrees to address issues and concerns raised in the public input hearings and the direct and surrebuttal testimony of OCA witness Terry Fought, as set forth in the attached Appendix D.  As is agreed generally in this and other settlements regarding the non-precedential effect of settlements, the Joint Petitioners specifically agree that the provisions set forth in Appendix D do not establish precedent and shall not be cited as such in any subsequent proceeding.

As part of this Settlement, the Company has agreed to withdraw its proposed Purchased Water Adjustment and Purchased Power Adjustment clauses, without prejudice to its requesting such clauses in the future.

The Company agrees to study the feasibility and costs of a demand study to be used in the next rate case, per the recommendation of OCA witness Scott Rubin in this case.  Within ninety days after the Commission Final Order approving the proposed settlement, the Company will meet with the other Joint Petitioners to discuss the specifics of its plan to perform the demand study and the estimated costs and to provide them the opportunity to offer comments on the plan.  If the parties agree that it is appropriate for such a study to be conducted, the Company will conduct such study and will provide the available results of the study to the Joint Petitioners not less than 30 days before the filing of its first general base rate case for water operations after the completion of the study.  The demand study shall be deemed completed only after at least one full year of data has been collected and analyzed.  Additionally, the Company will present the study as part of the supporting data filed with its first general base rate case for water operations after the completion of the study, and the study method, data employed and results of the study will be explained in the written direct testimony of the responsible Company witness.  All inputs, measurements, calculations, data sources and spreadsheets used in preparing the study will be included with the filing.  Nothing in this Settlement will preclude any Joint Petitioner from (i) opposing the Company’s use of the results of the demand study to allocate costs as part of the Company’s cost of service study in its next case or (ii) opposing the amount and/or method of the Company’s recovery of the cost of the demand study.

In its next water base rate case, in addition to the current calculation provided by the Company, PAWC will calculate and report its Unaccounted for Water (UFW) with no exclusion of Unavoidable Annual Real Losses, as recommended in the May 2011 Management Efficiency Investigation prepared by the Commission’s Bureau of Audits at Docket No. D-2010-2192659.  The Joint Petitioners agree that this provision does not (1) preclude PAWC from also presenting alternative calculations of UFW in its next base rate case, or (2) restrict the Company’s method of calculating UFW for purposes of its Annual Report or other documents filed with the Commission.

The Settlement Rates set forth in Appendix A reflect the Joint Petitioners’ agreement with regard to rate structure, rate design and the distribution of the increase in revenues in this case, as follows:

The Public and Private Fire Service base rates for Rate Zone 1 are as proposed by the Company except for the adoption of revisions to certain Private Fire Service base rates proposed by the BI&E in I&E Statement No. 3 (pages 43-45) for Rate Zones 21 and 23. 

The Rate Zone 1 5/8-inch customer charge for all customer classes except Industrial and Other Water Utilities will be $ 13.75.  The same percentage increase as that for 5/8 inch meters will be applied to the customer charges for all other meter sizes and classes of customers in Rate Zone 1, with exception of the Industrial and Other Water Utilities classes.  The Rate Zone 1 5/8-inch customer charge for the Industrial and Other Water Utilities classes will be $20.00.  The same percentage increase as that for 5/8-inch meters will be applied to the customer charges for all other meter sizes for the Industrial and Other Water Utilities classes in Rate Zone 1.

Rate Zones 30, 36, 39 and 42 are being consolidated with Rate Zone 1 under the Settlement rates. 

For Rate Zone 40, the OCA’s proposal as set forth in OCA Statement No. 2 (pages 26-27) has been adopted with one modification, which establishes a consumption charge of $0.400 per hundred gallons.

For Rate Zone 41, the customer charges have been equalized with Rate Zone 1 and the usage charge will be $0.400 per 100 gallons, which is $0.04 more than the usage charge established at the time the water system that comprises Rate Zone 41 was acquired.

The Settlement Rates as set forth in Appendix A reflect a scale back by an equal percentage for the Residential, Commercial, Industrial, Public and Other Water Utilities – Group A classes, subject to the specific rates set for specific classes and rate zones described in subparagraphs 1-5, above.

In addition, the Settlement Petition contains the standard provision in Section VI that the settlement agreement is made without prejudice to each party’s litigation position, that it is conditioned upon the Commission’s approval of the agreement without modification, that the parties agree to waive the filing of exceptions and reply exceptions if its recommended that the Commission adopt the settlement without modification, that if the Commission fails to grant approval of the Settlement Petition or modifies any material term or condition of the Settlement any party may elect to withdraw, in whole or in part, from the Settlement upon written notice to the Commission and the other parties within five business days of the entry of the Commission order, and in that case, the settlement will be of no force and effect and each party reserves its right to fully litigate the case.  See, Paragraphs 11-12.
IV.
DISCUSSION

A.
Issues Presented

It is noted that no active participant opposed the Settlement.  To the contrary, all of the active participants note that the Settlement is a compromise of litigated positions.  The active participants state that the Settlement achieves a reasonable and beneficial result but curtails the costs of litigation in avoiding evidentiary hearings, briefing, further time by the Commission and the parties.  The Joint Parties advocate that for various reasons the proposed Settlement is just, reasonable, in the public interest and should be approved without modification.  More specifically, the Joint Parties collectively contend that the proposed Settlement is in the public interest for the following reasons:

1. The settlement provides for an annual operating revenues increase of $36 million, or approximately 7.0%, in lieu of the originally requested $70.68 million, or 13.8% increase. 

2. Acceptance of the Settlement will avoid the necessity of further administrative and possible appellate proceedings at substantial cost to the Joint Parties, the other parties and the Company’s customers.  

3. The rates in the Settlement will allocate the agreed upon revenue requirement to each rate zone and customer class in a manner which is reasonable in light of the rate structure and cost of service position of all parties.

Settlement at 10, ¶ 10(a)-(c).  The individual parties that make up the Joint Parties offer further arguments of why the Settlement is in the public interest in statements of support attached to the Joint Settlement Petition.  These reasons are provided in the analysis below. 



The Settlement is opposed by five inactive participants.

Mrs. Irace who filed her formal Complaint on June 6, 2011, at Docket No. C-2011-2245594 opposed the Settlement.  By letter to the ALJs dated October 17, 2011, Mrs. Irace stated that she realized when utilities propose a partial increase, reduced from the initial proposed rate increase, that the Commission favors the utility.  Mrs. Irace implied that she expects the Commission to continue its modus operandi in this instance and approve the Settlement.  Mrs. Irace appreciated the opportunity provided by the presiding officers and the Commission for a 74 year old woman to voice her opinion and be informed.  

Mr. Meyer filed a formal Complaint on June 10, 2011, at Docket No. C-2011-2248095.  Mr. Meyer stated the Settlement was unfair.  Mr. Meyer contended that the process should involve more time to reach a more reasonable result and an advocate for the rural areas should be active in the process.  Mr. Meyer implied that in two years the utility may just raise rates another 50+% which is not reasonable.

Mr. Olup, P.E. filed a formal Complaint on June 13, 2011, at Docket No. C-2011-2247943.  Mr. Olup sent his opposition to the Settlement by letter dated October 20, 2011.  Mr. Olup challenged the figure provided by PAWC for its investment in the Becks Run facility.  Mr. Olup believed the amount of investment stated by PAWC at $101 million was embellished and did not reflect a more accurate figure and lesser amount for a facility that is less than 50% completed.  Furthermore, Mr. Olup questioned whether PAWC spent $600 million investing in the rest of their system.  Mr. Olup disputed the summary in Appendix D of the Settlement concerning any compensation in cash or in-kind in the amount of $34,000 in an investigation of water damage to his property at 719 Agnew Road, Pittsburgh, Pennsylvania.  Mr. Olup requested a copy of his testimony at the public input hearing which occurred on August 10, 2011 at the Dravosburg Municipal Building and a copy of the rebuttal testimony of the OCA witness, Mr. Terry Fought, P.E.     

The Doulassville East, L.P (“DELP”) filed a formal Complaint on September 12, 2011, at Docket No. C-2011-2262764.
  DELP opposed the Settlement by letter filed with the Commission and dated October 21, 2011.  DELP is located in Amity Township, Berks County, Pennsylvania and is a consumer of private fire protection (“PFP”) Zone 18, 4” metered water service.  DELP contended that the rates for 4” metered PFP in Zones 17-20 were already higher as a percentage than any other zone and the Settlement failed to modify or mediate any increase.  Rather, the Settlement benefits other users and fails to grant any concessions to the consumers connected to 4” metered PFPs.  DELP finds this development to allow the subset of 4” metered PFP consumers to absorb a disproportional amount of the rate increase blatantly unfair.      

B.
Applicable Law
The purpose of this investigation is to establish rates for PAWC customers which are “just and reasonable” pursuant to Section 1301 of the Public Utility Code, 66 Pa.C.S. § 1301.  



A public utility seeking a general rate increase is entitled to an opportunity to earn a fair rate of return on the value of the property dedicated to public service.  Pennsylvania Gas and Water Co. v. Pennsylvania Pub. Util. Comm’n, 341 A.2d 239 (Pa. Cmwlth. 1975).  In determining what constitutes a fair rate of return, the Commission is guided by the criteria set forth in Bluefield Water Works and Improvement Co. v. Public Service Comm’n of West Virginia, 262 U.S. 679 (1923) and Federal Power Comm’n v. Hope Natural Gas Co., 320 U.S. 591 (1944).  In Bluefield the United States Supreme Court stated:

A public utility is entitled to such rates as will permit it to earn a return on the value of the property which it employs for the convenience of the public equal to that generally being made at the same time and in the same general part of the country on investments in other business undertakings which are attended by corresponding risks and uncertainties; but it has no constitutional right to profits such as are realized or anticipated in highly profitable enterprises or speculative ventures.  The return should be reasonably sufficient to assure confidence in the financial soundness of the utility and should be adequate, under efficient and economical management, to maintain and support its credit and enable it to raise the money necessary for the proper discharge of its public duties.  A rate of return may be too high or too low by changes affecting opportunities for investment, the money market and business conditions generally.

Bluefield Water Works and Improvement Co. v. Public Service Comm’n of West Virginia, 262 U.S. 679, 692-3 (1923).



In analyzing a proposed general rate increase, the Commission determines a rate of return to be applied to a rate base measured by the aggregate value of all the utility’s property used and useful in the public service.  In determining a proper rate of return, the Commission calculates the utility’s capital structure and the cost of the different types of capital during the period in issue.  The Commission has wide discretion, because of its administrative expertise, in determining the cost of capital.  Equitable Gas Co. v. Pa. Pub. Util. Comm’n, 405 A.2d 1055 (Pa. Cmwlth. 1979).

Commission policy promotes settlements, 52 Pa.Code § 5.231.  Settlements lessen the time and expense the parties must expend litigating a case and at the same time conserve administrative hearing resources.  The Commission has indicated that settlement results are often preferable to those achieved at the conclusion of a fully litigated proceeding.  52 Pa.Code § 69.401.  Rate cases are expensive to litigate and the cost of such litigation at a reasonable level is an operating expense recovered in the rates approved by the Commission.  This means that a settlement, which allows the parties to avoid the substantial costs of preparing and serving testimony and the cross-examination of witnesses in lengthy hearings, the preparation and service of briefs, reply briefs, exceptions and reply exceptions, together with the briefs and reply briefs necessitated by any appeal of the Commission’s decision, yields significant expense savings for the company’s customers.  That is one reason why settlements are encouraged by long-standing Commission policy.



In order to accept a settlement, the Commission must determine that the proposed terms and conditions are in the public interest.  Pa. Pub. Util. Comm’n v. York Water Co., Docket No. R-00049165, (Commission Opinion and Order entered October 4, 2004); Pa. Pub. Util. Comm’n v. C. S. Water and Sewer Assoc., 74 Pa. P.U.C. 767 (1991).

This recommendation is prepared for the Commission to act in accordance with Section 1308(d) of the Public Utility Code, which states in pertinent part,

Whenever there is filed with the commission by any public utility … any tariff stating a new rate which constitutes a general rate increase, the commission shall promptly enter into an investigation and analysis of said tariff filing and may by order setting forth its reasons therefore, upon complaint or upon its own motion, upon reasonable notice, enter upon a hearing concerning the lawfulness of such rate, and the commission may, at any time by vote of a majority of members of the commission serving in accordance with law, permit such tariff to become effective, except that absent such order such tariff shall be suspended for a period not to exceed seven month from the time such rate would otherwise become effective.  Before the expiration of such seven-month period, a majority of members of the commission serving in accordance with law, acting unanimously, shall make a final decision and order, setting forth its reasons therefore, granting or denying, in whole or in part, the general rate increase requested.

66 Pa.C.S. § 1308(d).

Pursuant to Section 315(a),

§ 315.  Burden of proof

(a)  Reasonableness of rates.—In any proceeding upon the motion of the commission, involving any proposed or existing rate of any public utility, or in any proceedings upon complaint involving any proposed increase in rates, the burden of proof to show that the rate involved is just and reasonable shall be upon the public utility.  The commission shall give to the hearing and decision of any such proceeding preference over all other proceedings, and decide the same as speedily as possible.

66 Pa.C.S. § 315(a).  Consequently in this proceeding, PAWC has the burden to prove that the rate increase it has proposed through the Settlement is just and reasonable.  Furthermore, the Joint Parties have reached an accord on the issues and claims that arose in this proceeding and submitted a Joint Settlement Petition for Commission review.  In reviewing the Settlement, the question which must be answered is whether the Settlement is in the public interest.  The Joint Parties have the burden to prove that the Settlement is in the public interest. 

C.
Analysis 


(1) Issues by Inactive Participants 

a. Opposition by Mrs. Irace

As mentioned above Mrs. Irace believes that the Settlement will be approved by the Commission because it is a partial increase of PAWC’s initial request and her experience has been that the Commission has in the past approved settlements that occur similarly.

It appears that Mrs. Irace has a pessimistic view of the review process by the Commission.  However, Mrs. Irace does not provide any substance upon which to find that the Settlement is unreasonable.  Mrs. Irace gives her own comments and opinion of the process but nothing on the substance of the rate case.  

The Commission must be able to support by evidence a finding that the Settlement is unreasonable and unjust to the public.  Mrs. Irace comments do not establish a basis for a finding of fact, but rather only a person’s opinion.  Consequently, the undersigned ALJs cannot conclude that the Settlement is unfair based on the comments and opinion of Mrs. Irace that are not founded upon facts or evidence.

b. Opposition by Mr. Meyer

Mr. Meyer opposed the Settlement because presumably the PAWC can raise its rates again, perhaps 50+% of what it initially proposes as an increase, within the next two years and there is no prohibition against this action.  Further alleged by Mr. Meyer is that this has been the pattern of PAWC in past rate cases.  Lastly, Mr. Meyer indicates in his opinion the current process inadequately represents the interests of rural customers and is too abbreviated to obtain a fair result.

Similar to the opposition given by Mrs. Irace, Mr. Meyer provides opinion and comments with very little substance or evidence.  It is true that PAWC filed its last rate case in 2009 which settled for an increase less than initially proposed.  However, it is supposition only that this pattern may continue.  It is also not known whether the pattern will be unreasonable and unfair in the future.  Certainly, the Commission has found any approved increases in the past to be fair and reasonable.  Mr. Meyer provides no evidence or facts that what is proposed through this Settlement is unreasonable and should be denied or modified to deviate from the increase in rates proposed.   

Mr. Meyer offers his opinion about the representation of rural customers in this proceeding as inadequate and that the length of this process does not yield time for a reasonable result.  The Commission’s I&E is charged with advocating for the public interest.  Thus, the interests of I&E includes the interests of rural customers.  Similarly, the OCA is charged with investigating and reviewing the evidence with the interest of residential customers highlighted.  Rural customers are a subset of residential customers and therefore, residential rural customers’ interests should be considered by OCA.

Mr. Meyer as a formal Complainant could have actively participated in this proceeding to represent the interests of rural customers but chose not to be an active participant.  Contrary to what Mr. Meyer’s opinion implies, the reduction to the increase in rates did not, through allocation to customer classes, benefit only urban customers.  Consequently the undersigned ALJs do not find the opinion of Mr. Meyer, regarding inadequate representation of rural customers, sound.  Moreover, the length of the process is fundamentally restricted by Commission statute at Section 1308(d) which states, in part: 

Whenever there is filed with the commission by any public utility … any tariff stating a new rate which constitutes a general rate increase, the commission shall promptly enter an investigation and analysis of said tariff filing and may by order …enter upon a hearing concerning the lawfulness of such rate, and the commission may, at any time by vote of a majority of the members of the commission serving in accordance with law, permit such tariff to become effective, except that absent such order such tariff shall be suspended for a period not to exceed seven months from the time such rate would otherwise become effective.  Before expiration of such seven-month period, a majority of the members of the commission serving in accordance with law, acting unanimously, shall make a final decision and order, setting forth its reasons therefore, granting or denying in whole or in part, the general rate increase requested.  

66 Pa.C.S. § 1308(d)(emphasis added).  


It is admitted that the entire seven months has not elapsed.  The agreement of the active parties yielded the omission of advocacy by the parties and briefing which had been allotted in the seven-month period.  The inactive participants were given ten (10) days to deliberate on the Settlement and file their position on what was proposed by the Joint Parties as the Settlement.


Section 69.406(a) of the Commission’s regulations state, in part, “Objections to a settlement of the issues in a general rate increase proceeding should be filed within 10 days of the date the settlement is filed with the ALJ.”  52 Pa.Code § 69.406(a).  The instant Settlement was filed on October 6, 2011, and mailed to the inactive parties to this proceeding on October 13, 2011.  The parties were requested to respond with their positions to the Settlement no later than October 24, 2011.  The presiding ALJs ensured that the inactive parties received notice and adequate opportunity to be heard in compliance with Commission policy and statute.  While Mr. Meyer may not be enamored with the result of this process, we disagree with his opinion that the process did not provide enough time to reach a reasonable result.    

c. Opposition by Mr. Olup Regarding Water Damage to Property and 


PAWC Investment

Mr. Olup filed a formal Complaint on June 13, 2011, at Docket No. C-2011-2247943.  Mr. Olup testified that the rate increase proposed by PAWC is premature and his opposition to the Settlement does not modify his position.  Tr. 497-98.  Mr. Olup implied that the rate increase associated with the investment costs on the Becks Run facility should not be granted as part of the Settlement because the facility is not near even 50% completion.  Mr. Olup stated that he has a formal Complaint pending against PAWC regarding water damage at his property at 719 Agnew Road, Pittsburgh, Pennsylvania (“Olup service address”) and corresponding safety and health issues.
  He disputes PAWC’s statement in Appendix D of the Settlement that it has responded to his damages claim, regarding the Olup service address, either in cash or in-kind to the value of $34,000.  See Settlement Appendix D at 5-6.  In his opposition to the Settlement Mr. Olup requests that he be provided with: (1) a copy of his testimony at the public input hearing on August 10, 2011, scheduled for 6:00 p.m. at the Dravosburg Borough Office in Dravosburg, Pennsylvania; and (2) the report by the OCA Consultant, Mr. T. Fought, P.E. on the Olup service address based on Mr. Fought’s view of the property on Wednesday, July 13, 2011.

PAWC confirmed that a separate formal Complaint has been filed by Mr. Olup to address his dissatisfaction regarding the damages he claimed at the Olup service address.  PAWC stated that this damages issue is not part of the rate case proceeding.  Id at 6.  

The undersigned ALJs are concerned about the allegations raised by Mr. Olup regarding the safety and health at the Olup service address that may have given rise to a water damage claim, which in turn has not been resolved to Mr. Olup’s satisfaction.  While the parties may be privy to the facts surrounding these allegations, we agree with PAWC that the record of this proceeding has not developed these facts.  We have confirmed that there is a separate formal Complaint by Mr. Olup that remains pending at Docket No. C-2011-2247941.
  Consequently, the damages, safety and health issues regarding the Olup service address at Docket No. C-2011-2247943 will be addressed at Docket No. C-2011-2247941.  The remaining issues at Docket No. C-2011-2247943 are those issues germane to the rate case and discussed herein. 
The investment at the Becks Run facility is a remaining issue at Docket No. 
C-2011-2247943 relevant to the rate case.  The undersigned ALJs fail to find that the Settlement is unreasonable based on the incompletion of the Becks Run facility.  The PAWC witness, Mr. David Kaufman, testified about the Company’s Becks Run pump station and the existing deficiencies as structural, electrical and hydraulic. PAWC Stmt. No. 3.  Mr. Olup does not state that the investment proposed by PAWC is not needed or that the investment proposed by PAWC is excessive; rather Mr. Olup argued that the investment should not be grounds for the rate increase because the construction improvements are not yet completed.  Furthermore, Mr. Olup stated, “…I would support a rate increase.  However, that’s predicated on it being too premature and I have a couple of qualifiers.”  Tr. 499.  We find that this statement by Mr. Olup speaks volumes to the reasonableness of investing in the Becks Run facility.

We do not find the rationale of PAWC not completing the investment in upgrading the Becks Run facility persuasive to modify or disapprove the proposed Settlement.     

Mr. Olup raised the issue of an independent audit of the Company.  While an independent audit was not performed in this proceeding, the testimony of record shows that the consultants of the various parties, I&E, OCA and OSBA have reviewed the financials presented by the Company and made modifications.  Mr. Olup does not provide any more information about an independent audit.  
The performance of an independent audit would be an expense incurred by the utility that may be recoverable if ordered herein.  The consultants that testified in this proceeding have performed analyses similar to a review of financials and procedures of the Company.  The undersigned ALJs do not find the suggested addition of an audit persuasive to modify or disapprove the proposed Settlement on this basis.  

Regarding a copy of Mr. Olup’s testimony, the service of transcribing formal hearings is provided by a contractor to the Commission.  The charge for a copy of the transcript is set pursuant to a contract.  The contact information for the contractor is Commonwealth Reporting Company, Inc., 700 Lisburn Road, Camp Hill, Pennsylvania 17011.  The toll free telephone number of the contractor is 1-800-334-1063.  As an alternative to a purchased copy of the transcript, Mr. Olup is free to view the transcript filed in the Secretary's Bureau of the Commission in Harrisburg, Pennsylvania or in the Commission’s Pittsburgh office.    

Regarding the report by the OCA Consultant, Mr. T. Fought, P.E. on the Olup service address, a review of the testimony provided by this witness does not seem to encompass the information requested.  The OCA witness states, “My investigation included … reviewing complaints sent by PAWC customers to the PUC…”  OCA Stmt. No. 4, at 1-2.  The OCA witness does reference a particular complaint against PAWC in his testimony, but it does not involve Mr. Olup.
  It is suggested that Mr. Olup contact the OCA directly as the report sought does not appear to be in the record of this proceeding.  

d. Opposition by DELP—4” metered PFP rate for Zones 17-20

Mr. Mauger filed a letter in opposition to the Settlement on October 21, 2011 on behalf of DELP.  DELP contended, “the proposed [S]ettlement does not lower or modify in any way the rate for a metered PFP in Zone 18-Amity, which is where DELP’s property is located.”  DELP letter in opposition at 1.  DELP noted that the current PFP rate for Zones 17-20 currently is high and consequently, DELP opposed any increase to the rate.  DELP stated that from its perspective there was no consideration to the customer of the PFP rate in Zones 17-20 however DELP does note that I&E commented on the PFP rate but for a different zone.  DELP argued that the requested 4” metered PFP rate increase for Zones 17-20 was the highest percentage increase compared to the other zones.  DELP implied that the Settlement should have mitigated the proposed increase for this Zone’s rate.   

The Settlement at Schedule 6 page 1 of 2 confirms that the present rate for the 4” metered Zone 17-20 PFP is $1,255.92 and that the proposed Settlement rate is $1,527.96.  While DELP notes that I&E mentions the PFP service rate for Rate Zone 21, DELP fails to recognize that the OSBA reviewed PFP service rates.  The undersigned ALJs note that the witness for OSBA, Mr. Kalcic, found the revenue allocation in the Settlement consistent with his recommendation for commercial and industrial classes of customers.  OSBA SIS at 6.
  More specifically, Mr. Kalcic stated that the rates for the PFP class are above cost of service and would remain above cost of service at the proposed rates of the Settlement but the proposed rates make significant progress toward moving closer to the cost of service for the rate class.  Id at 7.  Mr. Kalcic testified, “classes that exhibit a reduction in the (absolute) of their respective subsidies are moving closer to the cost of service.”  OSBA Stmt. No. 1 at 5.  The record shows that the revenue subsidy for the PFP rate class has a significant reduction in revenue subsidy.  See OSBA Stmt. No. 1, Schedule BK-3.  Consequently, the allocation proposed by PAWC which is the Settlement allocation is reducing the PFP rate class to cost of service.  

The undersigned ALJs note that while DELP complained about the proposed rate for PFP 4”, Zone 17-20 service, DELP does not provide any testimony to rebut the fact that the cost of service as proposed by the Settlement is moving closer to cost.  The undersigned ALJs observe that the PFP service was discretionary and elected by DELP.  Tr. at 220.  The undersigned ALJs note that the OSBA in particular of the Joint Parties has interests in reviewing the proposed Settlement from the perspective of a small business operating in the Commonwealth of Pennsylvania as a customer of PAWC and did not miss the issue of the PFP service rate set above the cost of service.  Moreover, the undersigned ALJs have considered and weighed the opinion of a non-expert not supported by analysis of record data (DELP) versus the opinion of an expert witness own analysis of record data and support of the Settlement (OSBA) on this issue.

The argument presented by DELP for the PFP 4”, Zone 17-20 rate is not convincing because it fails to consider the cost of the service and whether the proposed rates mitigate the difference in the cost of service compared to the revenue generated by the service.  The record and statement in support by OSBA for the proposed Settlement rebuts the argument raised by DELP.  Although the issue raised by DELP is factual, it does not convince the undersigned ALJs to modify the proposed Settlement.  Based on the totality of record the undersigned ALJs find the rates as proposed under the Settlement for PFP are reasonable. 

e.  Opposition by Mr. Kazimer

The undersigned ALJs appreciate the candid remark by Mr. Kazimer that he was unable to provide any written comments.  The undersigned ALJs cannot conclude that the Settlement is unreasonable or unjust without substantial evidence.  The comments of Mr. Kazimer absent any evidence or legal argument using on the record testimony cannot substantiate reasons to conclude that the Settlement is unjust or unreasonable.  Mr. Kazimer’s opinion without anything more to validate it is not legally actionable.        

(2) Joint Parties Advocacy of Public Interest  through Statements in Support 
The Joint Parties stated that the proposed Settlement is in the best interests of the Company and its customers, and is, therefore, in the public interest.  It was noted that the Settlement was achieved only after extensive discovery, submission of direct, rebuttal and surrebuttal testimony by the parties on a wide range of issues, and negotiations among the Joint Petitioners as to the appropriate revenue level, rate structure, rate design and other matters.  Each of the signatory parties is in full agreement with each of the reasons set forth in the Joint Petition in support of the proposed Settlement. 



The parties agree that the Settlement is in the public interest because the Settlement provides for an increase in PAWC’s annual operating revenues of $36 million, or 7.0%.  The parties indicated that the Settlement was just, reasonable and in the public interest because the $36 million rate increase is less than the $70.68 million or 13.8% initially requested.  This level of revenue provides the Company with sufficient operating funds to provide safe and adequate service in addition to earning an acceptable rate of return on its investment.  PAWC SIS at 1; I&E SIS at 4; OCA SIS at 5-6; OSBA SIS at 5; and PAWLUG at 4.  



PAWC, OCA and I&E note the fact that the Settlement has a stay out provision in which the Company is committed not to file another general base rate water case before April 29, 2013,.  This stay out agreement provides for at least two years of rate stability.  PAWC SIS at 4; I&E at 5; OCA at 6; and PAWLUG SIS at 4.



The Company stated that following its last rate case, it made a concerted effort to control discretionary expenditures.  At the same time, however, it has made and continues to make very substantial investments in new and replacement utility plants.  The Company estimates by the end of the future test year in this proceeding, it will have invested over $530 million in plants and equipment since its last base rate increase request.  PAWC St. 1 at 4-5.  The majority of the PAWC investments consist of treatment and distribution assets.  The investments are to some large extent improvements to comply with the Safe Drinking Water Act and environmental regulations and customer demands.  PAWC SIS at 2.

The PAWC, I&E, OCA, OSBA and PAWLUG agree that the rate structure and rate design elements agreed to by the Joint Parties, which are set forth in detail in Paragraph No. 8.m. of the Settlement, provide a fair, reasonable and non-discriminatory distribution of the revenue increase among the various customer classes.  PAWLUG SIS at 4.  In addition, the Settlement rates are consistent with PAWC’s goal of gradually unifying the customer charges and volumetric rates assessed customers in its different rate divisions.  PAWC SIS at 3; I&E SIS at 6. (moderating the increase of the monthly customer charge for Zone 1 5/8th inch meters).  The OCA states the Settlement produces reasonable average rates using the gradualism principle such as: the average Zone 1 customer using 4,150 gallons of water per month of: 

	Current
	As Filed
	Settled Avg. Rate

	Avg. Rate
	Avg. Rate
	11/2011 to 11/2013

	$48.45/Mo.
	$54.87/Mo.
	$51.52/Mo.

	
	+13.3%
	+6.3%


OCA SIS at 6. OCA also noted that non-Zone 1 residential rates use gradualism to transition to Zone 1 rates.  Id at 7.  I&E and OSBA noted that the Rate Zone 1 5/8th inch meter rate does not exceed cost of service and other meter sizes rates are increased by the same percentage as the Rate 1 5/8th inch meter rate at 6.95%, and that the Industrial customer charges proposed by the Settlement are reasonable.  I&E SIS at 7; and OSBA SIS at 8-9.



The I&E, OCA, OSBA and PAWC noted the Settlement declined to implement the PWA and PPA clauses
 without prejudice to allow PAWC to propose these clauses again in the future.  The debate over whether these costs warranted such recovery could have been litigated.  The agreement to forgo the issue saved time, expense and costs for the consumers which is in the public interest.  I&E SIS at 5; OCA SIS at 8; OSBA SIS at 11-12; PAWC SIS at 7-8; and PAWLUG at 4.  



The Settlement results in an agreement between the Joint Parties to implement a demand study after accruing data of no less than twelve months of data and any party may oppose implementation or method of recovery cost if the study is proposed.  OCA SIS at 7-8; OSBA SIS at 9-11; PAWC SIS at 8-9; and PAWLUG at 4.  This term of the Settlement provides the ability to access more current cost of service data for a future rate case by the Company which will be in the public interest because it will be a more accurate snapshot of the costs to serve each customer class and the Joint Parties must agree that the costs to perform the study is reasonable.    



PAWLUG, I&E and PAWC stated that the Settlement yields an alternative reporting method by PAWC for lost and unaccounted for water.  I&E SIS at 6; PAWC SIS at 9-10; and PAWLUG SIS at 4.  The benefit is to include and track in future rate base cases an alternative calculation that does not exclude unavoidable losses of water.  By including this alternative method of calculation, the data calculated will encompass unavoidable losses of water with the intent to provide a clearer and improved understanding of what is occurring with the service of water to consumers.



The Settlement reflects the amortization of acquisition adjustments of several of PAWC’s acquired utility assets.  See Settlement Appendix C.  I&E contended that negative acquisition adjustments are appropriate because acquisition costs were less than the depreciated original cost of the systems.  I&E SIS at 5 referencing I&E St. No. 4 at 9-18 and I&E St. No. 4-SR at 2-7; PAWC SIS at 4.  The Settlement resolved the issues that were disputed in this proceeding and could have resulted in less than beneficial outcome if resolve through litigation.    



In the Joint Petition the parties have provided information about the Company’s responses to questions and problems mentioned by witnesses during the public input hearings.  For example, the Company plans to address specific named neighborhoods and communities within which mains are to be extended without contributions in aid of construction and applying least cost principles; the Company customer service representatives in the Customer Connection Loan Program plans to include health and safety issues for educating customers; and Company Representatives have reviewed customers records of several quality of service and billing issues raised in the public input hearings and have taken appropriate action.  Settlement Appendix D.  Taking action to investigate and address consumer concerns brought through the public input hearings is beneficial and in the public interest.  I&E SIS at 5; OCA SIS at 8-9 and OCA Stmt. No. 4; PAWC SIS at 7.


Considering the Joint Petition for Settlement of Rate Investigation submitted for approval by the Joint Parties which includes, the reduction in the proposed rates, the stay out provision, the PAWC’s agreement to install mains with Company investment, the Company’s responses to the problems highlighted in public input testimony, the changes in rate design and structure, highlighted as beneficial to the public interest by the active participants to the proceeding.  Further, considerable savings are achieved by not litigating the case fully.  The undersigned ALJs have weighed the benefits of the Settlement against the objections to the Settlement made by five non-active participants.  It is our opinion considering the totality of the evidence and testimony provided in this proceeding that the Settlement is fair, just, reasonable and in the public interest.  Accordingly, we recommend that the Joint Petition for Settlement of Rate Investigation be approved.
V.
CONCLUSIONS OF LAW


1.
The Commission has jurisdiction over the subject matter and parties to this proceeding.



2.
To determine whether the parties' settlement should be approved, one must decide whether the settlement promotes the public interest.  See Pennsylvania Public Utility Commission v. C.S. Water and Sewer Associates, 74 Pa. P.U. C. 767 (1991); Pennsylvania Public Utility Commission v. Philadelphia Electric Company, 60 Pa. P.U.C. 1 (1985).
3.
The Joint Settlement Petition submitted by the Company, OCA, OSBA, I&E, PAWLUG, and AK Steel, is in the public interest.
VI.
ORDER


THEREFORE,



IT IS RECOMMENDED:

1. That Pennsylvania-American Water Company shall not place into effect the rates, rules, and regulations contained in Supplement No. 253 to Tariff Water - Pa. P.U.C. No. 4 regarding its purchase water cost recovery base rate as filed on April 29, 2011, the same having been found to be unjust, unreasonable, and therefore, unlawful.

2. That the rates, terms and conditions contained in the Joint Petition submitted by Pennsylvania-American Water Company, the Office of Consumer Advocate, the Office of Small Business Advocate, the Bureau of Investigation and Enforcement, the Pennsylvania-American Water Large Users Group, and AK Steel Corporation be approved and adopted consistent with the discussion contained herein.

3. That upon the Commission’s approval of this Joint Petition, Pennsylvania-American Water Company will be permitted to charge the rates for water service set forth in the proposed Tariff Supplement No. 260 to Tariff Water - Pa. P.U.C. No. 4 which is attached to the Joint Settlement Petition as Appendix A.

4.
That Pennsylvania-American Water Company file a tariff or tariff supplement in substantially the same form as that attached to the Joint Settlement Petition as Appendix A of the Rate Investigation at Docket No. R-2011-2232243 reflecting the rates, rules, and regulations to become effective upon one day’s notice, upon entry of the Commission Order approving the recommendation to adopt the Joint Settlement Petition of the Rate Investigation consistent with the discussion contained herein.
5.
That upon acceptance of the appropriate compliance filing, the investigation at Docket No. R-2011-2232243 be terminated and the record be marked closed.
6.
That the formal Complaint filed by the Office of Small Business Advocate at Docket No. C-2011-2243171 is dismissed.
7.
That the formal Complaint filed by the Office of Consumer Advocate at Docket No. C-2011-2242464 is dismissed. 
8.
That the formal Complaint filed by the Pennsylvania-American Water Large Users Group at Docket No. C-2011-2247990 is dismissed.


9.
That the formal Complaint filed by Douglassville East, L.P. at Docket No. C-2011-2262764 is dismissed.


10.
That the formal Complaint filed by Ann Louise Irace at Docket No. 
C-2011-2245594 is dismissed.
11.
That the formal Complaint filed by Robert Grevera at Docket No. 
C-2011-2245801 is dismissed.
12.
That the formal Complaint filed by William B. Kazimer at Docket No. 
C-2011-2250314 is dismissed.
13.
That the formal Complaint filed by James G. McGraw at Docket No. 
C-2011-2243663 is dismissed.
14.
That the formal Complaint filed by Timonthy W. Meyer at Docket No. 
C-2011-2248095 is dismissed.
15.
That the formal Complaint filed by Thomas V. Olup at Docket No. 
C-2011-2247943 is dismissed.
16.
That the formal Complaints filed by Michael Oser at Docket Nos. 
C-2011-2250131 and C-2011-2254055 are dismissed.


17.
That the formal Complaint by Carol A. and Thomas C. Piontkowski filed at Docket No. C-2011-2249690 is dismissed.
18.
That the formal Complaint filed by Joyce Radzik at Docket No. 
C-2011-2243233 is dismissed.
19.
That the formal Complaints filed by Paul Trizonis at Docket Nos. 
C-2011-2245556 and C-2011-2245547 are dismissed.
20.
That the formal Complaint by Ronald and Rebecca Viola filed at Docket No. C-2011-2243206 is dismissed.
21.
That the formal Complaint filed by D. Wintermeyer at Docket No. 
C-2011-2250134 is dismissed.
22.
That the formal Complaint filed by Jeanie Zadrozny at Docket No. 
C-2011-2243239 is dismissed.  
23.
That the Prehearing Order #2 dated June 29, 2011, at Docket Nos. R‑2011-2232243; C-2011-2242464; C-2011-2243171; C-2011-2247990; C-2011-2243206; C‑2011-2243233; C-2011-2243239; C-2011-2243663; C-2011-2245547; C-2011-2245556; C‑2011-2245594; C-2011-2245801; C-2011-2248095; C-2011-2247943 is modified to delete scheduled due dates for evidentiary hearings, main briefs and reply briefs. 


24.
That the Secretary’s Bureau mark the following dockets closed: 

R-2011-2232243; C-2011-2243171; C-2011-2242464; C-2011-2247990; C-2011-2262764; 

C-2011-2245594; C-2011-2245801; C-2011-2250314; C-2011-2243663; C-2011-2248095; C‑2011-2250131; C-2011-2254055; C-2011-2249690; C-2011-2243233; C-2011-2245556; C‑2011-2245547; C-2011-2243206; C-2011-2250134; C-2011-2247943; and C-2011-2243239.
Dated:
October 27, 2011



___________________________________







Angela T. Jones








Administrative Law Judge







 
___________________________________

Eranda Vero








Administrative Law Judge

	�	Mr. Paul Trizonis filed two formal Complaints because he owns two properties that are served by PAWC.  Mr. Michael Oser filed one Complaint which was docketed twice by the Commission at C-2011-2250131 and C-2011-2254055.  The total of eighteen Complaints includes both of Mr. Trizonis’ Complaint and counts Mr. Oser’s Complaint only once.


	� 	All of the locations for the separate public input hearings are within the service territory of PAWC.


	� 	Utility Workers Union of America. 


	� 	Subparagraphs (1) - (6) provide a general description of the rate structure and rate design incorporated in the Settlement Rates.  While every effort has been made to ensure that the description is accurate, if any inconsistency exists between such description and the rates set forth in Appendix A, the latter shall take precedence.


	� 	It is noted that Mr. Lee F. Mauger signed the formal Complaint as a managing member of DELP.  Mr. Mauger is also an active attorney in the Commonwealth of Pennsylvania, Pa. Attorney ID # 34941.


	� 	The formal Complaint referenced is at Docket No. C-2011-2247941.  A telephonic hearing in this matter has been scheduled for November 30, 2011.


	� 	We note that the Commission’s Secretary’s Bureau has filed Mr. Olup’s original Complaint under two separate docket numbers, C-2011-2247943 and C-2011-2247941, respectively.  The former was created for the purpose of addressing Mr. Olup’s opposition to PAWC’s proposed rate increase at Docket No. R-2011-2232243, whereas the latter was created to address the remaining issues of Mr. Olup’s original Complaint filed June 13, 2011.


	� 	In OCA Stmt. No. 4 and OCA Stmt. No 4-S, the OCA witness referenced Brown v. Pennsylvania American Water Co., Docket No. C-2010-2164259 regarding residential requests for main extensions.


	� 	“SIS” is Statement in Support. 


	� 	“PWA” and “PPA” are Purchased Water Adjustment and Purchased Power Adjustment clauses respectively.
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