COMMONWEALTH OF PENNSYLVANIA
PENNSYLVANIA PUBLIC UTILITY COMMISSION

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

IN REPLY PLEASE
REFER TO OUR FILE

July 24,2018

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

Harrisburg, PA 17105-3265

Re: Pennsylvania Public Utility Commission v.
Hidden Valley Utility Services, L.P. — Water and Wastewater Division
Docket Nos. R-2018-3001306. 3001307

Dear Secretary Chiavetta:

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

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

Sincerely,

(1 Wi @ Koghl

Allison C. Kaster

Deputy Chief Prosecutor

Bureau of Investigation and Enforcement
PA Attorney 1.D. No.93176

ACK/smw
Enclosure

cC: Certificate of Service
Hon. Mark A. Hoyer



BEFORE THE
PENNSYLVANIA PUBLIC UTILITY COMMISSION

Pennsylvania Public Utility Commission
Docket Nos. R-2018-3001306
V. : R-2018-3001307
Hidden Valley Utility Services,

L.P. - Water and Wastewater Divisions

CERTIFICATE OF SERVICE

I hereby certify that I am serving the foregoing Prehearing Memorandum dated July
24, 2018, in the manner and upon the persons listed below, in accordance with the
requirements of 52 Pa. Code § 1.54 (relating to service by a party):

Served via First Class and Electronic Mail

Jonathan P. Nase, Esquire John Evans, Esquire

Cozen O’Connor Office of Small Business Advocate
17 North Second Street, Suite 1410 300 North Second Street
Harrisburg, PA 17101-1303 Suite 202

Harrisburg, PA 17101
Christine Maloni Hoover
Office of Consumer Advocate
555 Walnut Street
5th Floor Forum Place
Harrisburg, PA 17101-1923

Served via First Class Mail

Gerry and Melissa Pindroh Debra J. Simpson
1167 and 1267 Gristmill Court 29523 Bruce Drive
Hidden Valley, PA 15502 Willowick, OH 44095
Tom and Shelley Conroy David W. Oster

314 Swagler Road 2302 Sarah Street
Scenery Hill, PA 15360 Pittsburgh, PA 15203
John W. Cupps Toni Gorenc

2406 South RidgeLane 2802 Sarah Street
P.O. Box 4506 Pittsburgh, PA 15203

Hidden Valley, PA 15502
Robert and Katherine Bair
5119 Summit Drive
Hidden Valley, PA 15502



David G. Brodland
2014 Blainmont Drive
Pittsburgh, PA 15241-2203

Jon and Nina Lewis
25 Waverly Drive
Greensburg, PA 15601

Celeste Emrick

503 Kooser Circle
P.O.Box 4161

Hidden Valley, PA 15502

Jerome and Barbara Cypher
17 Wilmont Avenue
Washington, PA 15301-3536

Robert J Kollar
1374 Langport Drive
Pittsburgh, PA 15241

(s 0 Yad

Allison C. Kaster

Deputy Chief Prosecutor

Bureau of Investigation and Enforcement
PA Attorney 1.D. No.93176




BEFORE THE
PENNSYLVANIA PUBLIC UTILITY COMMISSION

Pennsylvania Public Utility Commission

V. : Docket No. R-2018-3001306
Hidden Valley Utility Services, L.P.- !
Water

Pennsylvania Public Utility Commission  :

\Z : Docket No. R-2018-3001307
Hidden Valley Utility Services, L.P.-
Wastewater

FURTHER PREHEARING MEMORANDUM
OF THE
BUREAU OF INVESTIGATION AND ENFORCEMENT

TO ADMINISTRATIVE LAW JUDGE MARK A. HOYER:

Pursuant to the Further Prehearing Conference Order dated June 25, 20138, the
Bureau of Investigation and Enforcement (“I&E”) of the Pennsylvania Public Utility
Commission (“Commission”) respectfully submits the following Further Prehearing
Memorandum in the above-captioned proceeding.

L. Introduction

On April 28, 2018, Hidden Valley Utility Services, L.P. — Water and Hidden
Valley Utility Services, L.P. — Wastewater (collectively, “Company”) requested an
increase to total annual operating revenues of $150,629 and $185,432, respectively. By
order entered May 17, 2018, 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 filing was suspended by
operation of law until February 1, 2019, unless permitted by Commission Order to
become effective at an earlier date. Due to the parties’ agreement to engage in mediation,
the Company voluntarily suspend Tariff Supplement No. 1 until April 1, 2019.

OCA filed its Formal Complaint on May 14, 2018. I&E filed its Notice of
Appearance on May 30, 2018. Opposition to the rate increase has been filed by various
customers.

A telephonic Prehearing Conference was held on June 19, 2018, with
Administrative Law Judge Mark A. Hoyer presiding. The first mediation session
immediately followed the Prehearing Conference. A second mediation session was held
on July 19, 2018. To date, the parties have been unable to fully or partially resolve the
issues in this proceeding; therefore, a Further Prehearing Conference is scheduled on July
26, 2018. Public Input Hearings are scheduled in the Company’s service territory on July
27,2018.

IL Issues

The following list represents I&E’s preliminary determination of potential issues
in this proceeding. Discovery is ongoing, and the listing is as complete as can be made at
this time; however, I&E reserves the right to address other issues if they arise:

Rate of Return
Overall Rate of Return
Capital Structure

Cost of Debt
Cost of Common Equity




O&M Expenses
Rate Case Expense
Taxes
Engineering Expense

Rate Structure/Rate Design/Rate Base
Cost of Service
Customer Charges
Customer/Usage Projections
Plant in Service
Depreciation Reserve
Annual Depreciation Expense
Forfeited Discounts
Miscellancous Service Revenue
Quality of Service

III. Witnesses
It is currently expected that I&E may call the following expert witnesses, without

being limited thereto:

e Christopher Henkel, Fixed Utility Financial Analyst: Rate of Return

e Joseph Kubas, Fixed Utility Valuation Engineet Supervisor: Rate Structure/Rate

Design/Rate Base

e John Zalesky, Fixed Utility Financial Analyst: O&M Expenses

The witness list is provided without the benefit of complete discovery or analysis of the

positions of potential other parties to this proceeding. Accordingly, I&E reserves the

right to call additional witnesses or withdraw the names of witnesses listed above.



IV. Schedule

I&E proposes the following procedural schedule:

Non-Company Direct Testimony September 18, 2018
Rebuttal October 18,2018
Surrebuttal November 9, 2018
Rejoinder outline November 14, 2018
Hearing November 16, 2018
Main Briefs December 11, 2018
Reply Briefs December 21, 2018
V. Conclusion

I&E remains willing to make good faith efforts to successfully resolve this matter.
In the event settlement discussions do not result in a full and complete resolution of the
matter, I&E is prepared to fully or partially litigate this proceeding.

Respectfully Submitted,

( L Loson K&l
Allison C. Kaster
Prosecutor

PA Attorney ID 93176

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

Harrisburg, Pennsylvania 17105-3265

Dated: July 24,2018



