COMMONWEALTH OF PENNSYLVANIA
PENNSYLVANIA PUBLIC UTILITY COMMISSION

P.0. BOX 3265, HARRISBURG, PA 17105-3265

IN REPLY PLEASE
REFER TO QLR FILE

October 6, 2014

Secretary Rosemary Chiavetta
Pennsylvania Public Utility Commission
P.O. Box 3265

Harrisburg, PA 17105-3265

Re:  Pennsylvania Public Utility Commission v. West Penn Power Company
Docket No. R-2014-2428742
Pennsylvania Public Utility Commission v. Pennsylvania Electric Company
Docket No. R-2014-2428743
Pennsylvania Public Utility Commission v. Pennsylvania Power Company
Docket No. R-2014-2428744 .
Pennsylvania Public Utility Commission v. Metropolitan Edison Company
Docket No. R-2014-2428745

Dear Secretary Chiavetta:

Enclosed please find a copy of the Bureau of Investigation and Enforcement’s (I&E)
Prehearing Memorandum in the above-captioned proceedings

Copies are being served on all active parties of record. If you have any questions,
please contact me at (717) 783-7998.

Sincerely,

O isonC. Kester—

Allison C. Kaster
Prosecutor

Bureau of Investigation and Enforcement
PA Attorney I.D. No. 93176
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Enclosure
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ALJ Katrina L. Dunderdale
ALJ Dennis J. Buckley




BEFORE THE
PENNSYLVANIA PUBLIC UTILITY COMMISSION

Pennsylvania Public Utility Commission
V.
West Penn Power Company

Pennsylvania Public Utility Commission
V.
Pennsylvania Electric Company

Pennsylvania Public Utility Commission
V.
Pennsylvania Power Company

Pennsylvania Public Utility Commission
V. :
Metropolitan Edison Company

Docket No. R-2014-2428742

Docket No. R-2014-2428743

Docket No. R-2014-2428744 -

Docket No. R-2014-2428745

CERTIFICATE OF SERVICE

I hereby certify that T am serving the foregoing Prehearing Memorandum dated
October 6, 2014, in the maaner and upon the persons listed below, in accordance with the
requirements of 52 Pa. Code § 1.54 (relating to service by a party):

Via Electronic and First Class Mail

Daniel G. Asmus, Esquire
Assistant Small Business Advocate
Office of Small Business Advocate

Thomas Gadsden, Esquire
Anthony DeCusatis, Esquire
Catherine Vasudevan, Esquire

Morgan Lewis
1701 Market Street
Philadelphia, PA 19103-2921

Darryl A. Lawrence, Esquire
Kristine E. Robinson, Esquire
Brandon J. Pierce, Esquire
Lauren M. Burge, Esquire
Aron J. Beatty, Esquire
‘Office of Consumer Advocate
555 Walnut Street

5th Floor Forum Place
Harrisburg, PA 17101-1923

Scott J. Rubin, Esquire
333 Qak Lane
Bloomsburg, PA 17815

300 North Second Street
Suite 202
Harrisburg, PA 17101

Tori L. Giesler, Esquire
Lauren Lepkoski, Esquire
First Energy Corporation
2800 Pottsville Pike

P.O. Box 16001

Reading, PA 19612-6001

Charis Minicavage, Esquire
Susan E. Bruce, Esquire

Vasiliki Karandrkas, Esquire
Teresa K. Schmittberger, Esquire
Elizabeth P. Trinkle, Esquire -
McNees Wallace & Nurick, LLC
100 Pine Street

P.O. Box 1166

Harrisburg, PA 17108-1166



David F. Boehm, Esquire

Boehm, Kurtz & Lowry

36 East Seventh Street, Suite 1510
Cincinnati, Ohio 45202

Thomas J. Sniscak, Esquire
William E. Lehman, Esquire
Hawke McKeon & Sniscak LLP
100 N. Tenth Street

P.O. Box 1778

Harrisburg, PA 17105-1778

Charlie King _
charlieking@snavely-king.com

Ralph Smith
rsmithlai@aol.com

Barbara Alexander
barbalex(@ctel.net

Stephen J. Baron

J. Kennedy & Associates

570 Colonial Park Drive, Suite 305
Roswell, GA 30075

Thomas T. Niesen, Esquire
Charles E. Thomas 11, Esquire

- Thomas, Niesen & Thomas, LL.C

212 Locust Street, Suite 600

Harrisburg, PA 17101

Via Electronic Mail

Clarence Johnson
cjenergyconsult@att.net

Roger Colton
roger{@isconline.com

Cammie Shoen
CShoen(@paoca.org

O)/U\kﬁ\/\‘ O \\/(‘ﬁbm

Allison C. Kaster
Prosecutor

Bureau of Investigation and Enforcement
PA Attorney LD. No. 93176 '
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Pennsylvania Public Utility Commission = :
V. : R-2014-2428743
Pennsylvania Electric Company :

Pennsylvania Public Utility Commission
\Z : R-2014-2428744
Pennsylvania Power Company :

Pennsylvania Public Utility Commission
V. : R-2014-2428745
Metropolitan Edison Company :

PREHEARING MEMORANDUM
OF THE
BUREAU OF INVESTIGATION AND ENFORCEMENT

TO ADMINISTRATIVE LAW JUDGES DENNIS J. BUCKLEY AND
KATRINA L. DUNDERDALE:

The Bureau of Investigation and Enforcement (“I&E”) of the Pennsylvania Public
Utility Commission (“Commission”) respectfully submits the following Prehearing

Memorandum in the above-captioned consolidated proceedings.



The Bureau of Investigation and Enforcement Prosecutors in these proceedings are

Allison C. Kaster, Carrie B. Wright and Scott B. Granger. Contact information is as

follows:

By mail: Allison C. Kaster, Esquire
Pennsylvania Public Utility Commission
P.O. Box 3265
Harrisburg, PA 17105-3265

By e-mail: akaster(@pa.gov

By telephone: (717) 783-7998

By fax: (717) 772-2677

I.  INTRODUCTION

On August 4, 2014, the First Energy Companies (“First Energy™ or the
“Companies”) consisting of: the West Penn Power Company (“West Penn”™); the
Pennsylvania Electric Company (“Penelec”™); the Pennsylvania Power Company (“Penn
Power™}; and the Me‘;ropolitan Edison Company (“Met-Ed”) filed with the Pennsylvania
Public Utility Commission (“Commission”) a request for approval of proposed
distribution base rate increases for each of the First Energy companies as referenced by
docket number in the caption above.

The Companies are proposing increases in their distribution base rates that
constitute general rate increases under Section 1308(d) of the Public Utility Code.
Specifically, West Penn is seeking a $115.5 million increase, Penelec a $119.8 million
increase, Penn Power a $28.5 million increase and Met-Ed a $151.9 million increase.
In addition, the Companies are proposing to adopt new riders and to change several

existing riders that set forth reconcilable adjustment clauses established or proposed to be
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established under Section 1307 of the Public Utility Code. Certain of these proposed
riders and changes in existing riders affect distribution base rate revenue.

The Commission instituted an investigation to determine the lawfulness, justness
and reasonableness of the Company’s existing and proposed rates, rules and regulations.
Pursuant to 66 Pa. C.S. §1308(d), the filings will be suspended by operation of law on
October 3, 2014, until May 3, 2015, unless permitted by Commission Order to become
effective at an earlier date.

I&E filed its Notice of Appearance regarding these proceedings at the above
referenced dockets on September 9, 2014. The Office of Consumer Advocate (“OCA™)
filed a Notice of Appearance, Complaint and Public Statement on September 5, 2014, in
all four proceedings. The Otfice of Small Business Advocate (“OSBA”) filed a Notice of
Appearance, Complaint and Public Statement on August 22, 2014, in the West Penn and
Penn Power Proceedings. OSBA filed a Notice of Appearance, Complaint and Public
Statement on August 25, 2014, in the Penelec and Met-Ed proceedings.

A Prehearing Conference is scheduled for Wednésday, October 8, 2014, with
Administrative Law Judge Dennis J. Buckley presiding.

II.  ISSUES

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

relevant issues arise. The issues are as follows:
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Cash Working Capital
Income Taxes
Universal Service
Rate Case Expense
Uncollectibles
Payroll, Benefits, and Related Taxes
Affiliated Charges (Payroll and Other Than Payroll)
Accelerated (3-day) Switching-related Expenses
Annual Depreciation Expense
Adjustments to Budgeted Revenues
Rate Structure/Rate Design
o Cost of Service
o Customer Charges and Customer Cost Analysis
o Scale Back
o Customer/Usage Projections
Rate of Return
o Capital Structure
o Cost of Debt _
o Cost of Common Equity
o Overall Rate of Return
Rate Base
o Plant Additions/Retirements
CWIP
Adjustments to Budgeted Rate Base Data
Roll-in of Smart Meter Investment to Rate Base
Depreciation Reserve
Materials & Supplies
o Amortization of the Unrecovered Investment in [Legacy Meters
Riders:
o Rider B- Storm Damage Charge Rider
Rider G- Smart Meter Technologies Charge Rider
Rider K- Time of Use Rider
Rider L- Partial Service Rider
Rider M- Qualifying Facility Service Rider
Rider P- Non-Utility Generation Charge Rider

o O 0O C 0O

o 0o 0o o 0



HI. WITNESSES

It is currently expected that I&E may call the following expert witnesses without
being limited thereto:

Kokou Apetoh, Fixed Utility Valuation Engineer: Rate Structure/Rate Design

Lisa Boyd, Fixed Utility Valuation Engineer: Storm Damage

Jeremy Hubert, Fixed Utility Valuation Engineer: Rate Base

Rachel Maurer, Fixed Utility Financial Analyst: Rate of Return

Emily Sears, Fixed Utility Financial Analyst: Rate of Return

Christine Wilson, Fixed Utility Financial Analyst, Supervisor: O&M Expenses
The 1&E Witness-es may be contacted through the information listed above for
Prosecutors Kaster, Wright or Granger. The witness list 1s provided without the benefit
of complete discovery or analysis of the positions of potential other parties to this
proceeding. Accordingly, I&E reserves the right to call additional witnesses or withdraw
the name of the witnesses listed above.
IV. EVIDENCE

T&E expects to présent all written direct, rebuttal and surrebuttal testimony and
accompanying exhibits at the evidentiary hearing. Moreover, I&E intends to rely on the
Company’s filing, answers to data requests and interrogatories, annual reports and other
documents submitted to the Commission, other relevant Commission filings, any other
relevant Commonwealth agency letters or reports, general financial market information

sources and other public documents and reports.
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V.  DISCOVERY

Pursuant to 52 Pa. Code §§5.322 and 5.331(b), discovery has begun and is
ongoing. I&E does not recommend any modifications to the Commission’s discovery
rules.
V1. SCHEDULE

I&E is in agreement with the litigation schedule proposed by ALJ Buckley 1n the
First Prehearing Order dated September 30, 2014. 1&E’s only proposed modification to
the ALJ’s recommended schedule isthat Reply Briefs be moved to January 20, 2015
because the Commission will be closed on January 19, 2015 to observe Martin Luther
King, Jr. Day.
VII. SERVICE OF DOCUMENTS

For purposes of satisfying in-hand requirements for discovery responses, prepared
testimony and briefs, I&E will accept electronic delivery of documents with a follow-up

hard copy provided by regular first class mail.




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

proceeding.

Respectfully Submitted,

Allison Kaster
Prosecutor
PA Attorney L. # 93176

Bureau of Investigation and Enforcement
Pennsylvania Public Utility Commission
Post Office Box 3265

Harrisburg, Pennsylvania 17105-3265
(717) 787-1976

Dated: October 6, 2014




