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August 23, 2012

Via Electronic Mail and U.S. Mail

Rosemary Chiavetta, Secretary
Pennsylvania Public Utility Commission
Commonwealth Keystone Building

400 North Street — Filing Room
Harrisburg, PA 17120

Re:  Pennsylvania Public Utility Commission, et al. v. Peoples Natural Gas
Company, LLC, Docket No. R-2012-2285985 and (consolidated) Docket Nos:
C-2012-2292047,  C-2012-2298317, C-2012-2299156;  C-2012-2295218;
C-2012-2298575; and C-2012-2295700; SUPPLEMENT STATEMENT OF
THE PENNSYLVANIA STATE UNIVERSITY IN SUPPORT OF THE
JOINT PETITION FOR APPROVAL OF SETTLEMENT OF ALL
ISSUES

Dear Secretary Chiavetta:

At the invitation of Administrative Law Judge Mary D. Long, enclosed for filing is the
Supplement Statement of The Pennsylvania State University In Support of the Joint Petition for
Approval of Settlement of All Issues in the above-referenced proceeding.

Copies have been provided to the persons and manner indicated on the Certificate of
Service.

Respectfully submitted,

R W -
Thomas J. Sniscak
William E. Lehman

Counsel to The Pennsylvania State University

TJIS/das

Enclosures

(o7 Honorable Mary D. Long (via email and US mail)
Per Certificate of Service

MAILING ADDRESS: P.O. BOX 1778 HARRISBURG, PA 17105



BEFORE THE
PENNSYLVANIA PUBLIC UTILITY COMMISSION

Pennsylvania Public Utility i Docket No. R-2012-2285985
Commission, et al. v. Peoples Natural : C-2012-2292047, C-2012-2298317,
Gas Company, : C-2012-2299156; C-2012-2295218;
LLC, : C-2012-2298575; and C-2012-2295700

SUPPLEMENTAL STATEMENT OF
THE PENNSYLVANIA STATE UNIVERSITY
IN SUPPORT OF THE JOINT PETITION FOR
APPROVAL OF SETTLEMENT OF ALL ISSUES

TO ADMINISTRATIVE LAW JUDGE MARY D. LONG:

The Pennsylvania State University (“PSU”) hereby files this Supplemental Statement in
Support of the Joint Petition for Approval of Settlement of All Issues:

1. In this proceeding, Peoples Natural Gas Company LLC (“Peoples”), the Office of
Consumer Advocate (“OCA”) and the Office of Small Business Advocate (“OSBA”) proposed
revenue requirement allocations and rate designs based upon the results of cost of service studies
each prefer. In the PSU surrebuttal testimony (Statement 1-S) witness James L. Crist disagreed
with the OCA position regarding the use of the Peak and Average model for its Cost of Service
Study, and recommended that the Company’s position on revenue distribution which would have
resulted in the equalization of class rates of return be implemented.

2. Had this case been litigated, PSU’s position would have been to support the Peak
Methodology Study by Peoples or, in the alternative, its Blended Methodology, both of which
resulted in decreases to class LGS and MGS and represented the best movement to reduce

subsidies and to move all classes toward system average return.



3 As stated by OSBA, recent appellate law in Lloyd v. Pennsylvania Public Utility
Commission, 904 A.2d 1010, 1020 (Pa. Cmwlth. 2006), appeals denied, 916 A.2d 1104 (Pa.
2007) requires this Commission to remedy subsidies between or among classes of customers
shown to exist under the accepted cost of service study. Moreover, the Lloyd decision clearly
holds that factors such as gradualism cannot be used to excuse subsidies which result in
unreasonably discriminatory rates.

4. PSU does not agree that Commission decisions prior to or inconsistent with
Lloyd, such as Pennsylvania Public Utility Commission v. National Fuel Gas Distribution
Corporation, 73 Pa. PUC 552 (1990), may be used to excuse eliminating or reducing subsidies
because of gradualism concerns.

5. Here, however, the Joint Petition’s revenue allocation poses no violation of Lloyd
as there are a variety of cost of service studies, some showing subsidies by the LGS and MGS
classes to other customers, and other studies which show no such subsidies. Against that
backdrop, PSU supports the settlement revenue allocation proposed in the Joint Petition as a
reasonable outcome and compromise without admission or endorsement by the Joint Petitioners
of any one cost of service study. Specifically, the settlement revenue allocation is supported by
the range of results of the cost of service studies of record. As OSBA explains in its

Supplemental Statement, settlements on such bases are common in rate cases of this sort.



6. For the foregoing reasons, those in PSU’s Statement in Support, and those in the
Joint Petition, PSU supports the proposed settlement and respectfully requests that Your Honor

and the Commission approve the Joint Petition in its entirety without modification.

Respectfully submitted,

Thomas J. Sniscak

William E. Lehman

Hawke McKeon & Sniscak LLP
100 North Tenth Street
Harrisburg, PA 17101
tisniscak@hmslegal.com
welehman@hmslegal.com
Telephone: (717) 236-1300
Facsimile: (717) 236-4841

Counsel for The Pennsylvania State University

DATED: August 23,2012



CERTIFICATE OF SERVICE
Docket No. R-2012-2285985 and (consolidated) Dockets C-2012-2292047; C-2012-2298317,
C-2012-2299156; C-2012-2295218; C-2012-2298575; and C-2012-2295700

I hereby certify that I have this day served a true copy of the foregoing document upon
the parties, listed below, in accordance with the requirements of 52 Pa. Code § 1.54 (relating to

service by a party).

VIA EMAIL AND US MAIL

William H. Roberts, II, Esquire
Peoples Natural Gas Company, LLC
375 North Shore Dr., Suite 600
Pittsburgh, PA 15212
william.h.roberts@peoples-gas.com

Michael Gang, Esquire

Andrew S. Tubbs, Esquire

John Isom, Esquire

Post & Schell PC

17 N. Second St., 12™ Floor.
Harrisburg, PA 17101-1601

Counsel for People’s Natural Gas Co.
MGang@postschell.com
ATubbs@postschell.com
JIsom@postschell.com

Allison C. Kaster, Esquire

Pennsylvania Public Utility Commission
Bureau of Investigation & Enforcement
400 North Street, 2nd Floor West

P.O. Box 3265

Harrisburg, PA 17105-3265
akaster(@pa.gov

Daniel P. Delaney, Esquire
K&L Gates, LLP

17 North 2™ St., 18" Floor
Harrisburg, PA 17101-1507
Representing Equitable Energy
dan.delaney@klgates.com

Christy M. Appleby, Esquire
Shaun Sparks, Esquire
Tanya McCloskey, Esquire
James Mullins, Esquire
Office of Consumer Advocate
555 Walnut Street

Forum Place, 5th Floor
Harrisburg, PA 17101-1923
CAppleb aoca.or
SSparks@paoca.org
TMcCloske aoca.or
JMullins@paoca.org

Elizabeth Rose Triscari, Esquire
Steven Gray, Esquire

Office of Small Business Advocate
Commerce Building, Suite 1102
300 North Second Street
Harrisburg, PA 17101
etriscari(@pa.gov

sgra a.gov

Todd S. Stewart, Esquire

Hawke McKeon & Sniscak LLP

100 North Tenth Street

P.O. Box 1778

Harrisburg, PA 17105-1778
Representing Interstate Gas Supply, Inc.
and Dominion Retail, Inc.

tsstewart@hmslegal.com



Craig R. Bugraff, Esquire
Hawke McKeon & Sniscak LLP
100 North Tenth Street

P.O. Box 1778

Harrisburg, PA 17105-1778
Representing RESA

crburgraff@hmslegal.com

Kevin J. Moody, Esquire

Vice President & General Counsel

Pa. Independent Oil & Gas Assoc.

212 Locust St., Suite 600

Harrisburg, PA 17102

Representing Pennsylvania Independent
Oil & Gas Association

kevin@pioga.org

Vasiliki Karandrikas, Esquire
McNees Wallace & Nurick LLC
100 Pine Street
PO Box 1166
Harrisburg, PA 17108-1166
VKarandrikas@mwn.com
Counsel for Snyder Brothers, Inc., et al.
ec: dmburgraff@epix.net
(Diane Burgraff, Consultant)

ppolacek@mwn.com
(Pamela C. Polacek, Esquire)

Harry S. Geller, Esquire

Patrick M. Cicero, Esquire
Pennsylvania Utility Law Project
118 Locust Street

Harrisburg, PA 17101
hgeller@mindspring.com
pulp@palegalaid.net

Counsel for CAUSE-PA

Dated this 23" day of August, 2012.

David P. Zambito, Esquire
Cozen O’Connor

305 N. Front Street, 4™ Floor
Harrisburg, PA 17101-1236
dzambito@cozen.com

Joseph L. Vullo, Esquire
Burke Vullo Reilly Roberts
1460 Wyoming Avenue
Forty Fort, PA 18704
jlvullo@bvrrlaw.com

Counsel for Community Action
Association of Pennsylvania

Daniel Killmeyer

184 McKay Road

Saxonburg, PA 16056
(Docket No. C-2012-2295700)

Raymond Anderson

2423 Rihn Strasse

Gibsonia, PA 15044

(Docket No. C-2012-2298575)

Steven Swencki

8 Glencove Road
Greensburg, PA 15601-8715
(Docket C-2012-2299156)

o . Dvrce@

Thomas J. Sniscak
William E. Lehman



