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I. INTRODUCTION 

A. History of the Proceeding 

 On October 26, 2020, Pike County Light and Power Company (“Pike Electric” or 

“Company”) filed Supplement No. 82 to Pike’s Electric Service Tariff – Pa. P.U.C. No. 8 

in which, Pike Electric seeks an increase in annual distribution revenues of $1,933,600 or 

a 24.7% increase, to become effective December 28, 2020. 

 On November 3, 2020, the Bureau of Investigation and Enforcement (“I&E”) filed 

a Notice of Appearance.  The Office of Consumer Advocate (“OCA”) filed a formal 

complaint on November 16, 2020, and the Office of Small Business Advocate (“OSBA”) 

filed a formal complaint on November 13, 2020.   

 On December 17, 2020, the Commission issued an Order suspending Pike 

Electric’s filing by operation of law until July 28, 2021.   

 Administrative Law Judge Mary D. Long (“ALJ Long”) issued a Prehearing 

Conference Order scheduling a telephonic prehearing conference on January 11, 2021.  

The Parties agreed upon a procedural schedule in this matter which was approved by ALJ 

Long.  ALJ Long issued a Prehearing Order that memorialized the agreed upon 

procedural schedule. 

 Two telephonic Public Input Hearings were scheduled to take place on February 8, 

2021 at 1:00 p.m. and 6:00 p.m.   

 Pursuant to the procedural schedule set forth by the ALJ, the parties exchanged 

direct, rebuttal, surrebuttal, and written rejoinder testimony.  I&E served the following   



2 

statements of testimony and exhibits: 

• I&E Statement No. 1, I&E Exhibit No. 1 (Proprietary), I&E Exhibit No. 
1 (Non-Proprietary), I&E Statement No. 1-SR, the prepared direct and 
surrebuttal testimony and exhibits of I&E witness John Zalesky, who 
addressed the Company’s operating and maintenance expenses, and 
overall revenue requirement;  

 
• I&E Statement No. 2, I&E Exhibit No. 2, and I&E Statement No. 2-SR, 

the prepared direct and surrebuttal testimony and exhibit of I&E witness 
Anthony Spadaccio, who addressed the Company’s rate of return 
request;  

 
• I&E Statement No. 3, I&E Ex. No. 3, I&E Statement No. 3-SR, and 

I&E Ex. No. 3-SR the prepared direct and surrebuttal testimony of I&E 
witness Esyan Sakaya, who addressed the Company’s rate base and rate 
structure requests. 

 
All cross-examination was waived by the parties and the scheduled telephonic 

evidentiary hearings were cancelled.  On March 12, 2021, the Parties filed a Joint 

Stipulation for the Admission of Testimony and Exhibits into the Evidentiary Record in 

which the Parties stipulated to the authenticity of the filings and exhibits that had been 

presented and requested that they be admitted into the record.  On March 15, 2021, ALJ 

Long issued an Order granting the Stipulation and admitting the various testimonies and 

exhibits into the record. While most issues have been settled between the Parties, the 

issues of revenue allocation and rate design remain outstanding.  Therefore, I&E now 

files this Main Brief pursuant to the procedural schedule established in this case with this 

Brief being limited to the remaining issues noted above. 

B. Burden of Proof 

In any proceeding upon the Commission’s motion involving a public utility’s 

proposed rate or in any proceeding upon complaint involving a proposed rate increase, 
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the burden to show that the proposed rate is just and reasonable falls squarely upon the 

utility.1  Moreover, it is well-established that the utility must produce substantial 

evidence to satisfy its burden.2  Substantial evidence is “that quantum of evidence which 

a reasonable mind might accept as adequate to support a conclusion.”3 

In base rate cases, the Commission has affirmed the utility’s burden of proof and 

clearly indicated that the burden of proof never shifts to the party challenging a requested 

rate increase.4  While the burden of going forward may shift, the burden of finally and 

convincingly establishing the justness and reasonableness of every component of a 

requested rate increase remains on the utility: 

[t]here is no presumption of reasonableness which 
attached to a utility’s claim, at least none which survives 
the raising of credible issues regarding a utility’s claim. 
A utility’s burden is to affirmatively establish the 
reasonableness of its claim. It is not the burden of 
another party to disprove the reasonableness of a 
utility’s claims.5 

 
Thus, Pike Electric is under the obligation to affirmatively prove the 

reasonableness of each element of each of its claims.  Pursuant to Section 315(a) of the 

Public Utility Code, the burden of proof for all claims remains on the Company and the 

proponent of any adjustment need only go forward with sufficient evidence to support its 

 
1  66 Pa.C.S. § 315(a); Irwin A. Popowsky v. Pa. P.U.C., 674 A.2d 1149 (Pa. Cmwlth. 1996).     
2  See Brockaway Glass v. Pa. P.U.C., 437 A.2d 1067 (Pa. Cmwlth. 1981); Lower Frederick Township v. Pa. P.U.C., 

409 A.2d 505 (Pa. Cmwlth. 1980).   
3  Dutchland Tours, Inc. v. Pa. P.U.C., 337 A.2d 922, 925 (Pa. Cmwlth. 1975).   
4  See e.g. Pa. P.U.C. v. Aqua Pennsylvania, Inc., 236 PUR 4th 218 (2004); Pa. P.U.C. v. Pennsylvania-American 

Water Company, 2002 Pa. PUC LEXIS 1 (January 25, 2002).   
5  Pa. P.U.C. v. Equitable Gas Company, 57 Pa. P.U.C. 423, 444, note 37 (1983). 
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reasonableness.6  I&E contends Pike Electric has failed to carry its burden of proof with 

respect to its proposal related to revenue allocation and rate design. 

II. SUMMARY OF ARGUMENT 

 In the instant proceeding the Parties were able to achieve a settlement of almost all 

issues.  The Parties were unable to reach a consensus on rate design and revenue 

allocation.  Therefore, I&E continues to recommend a revenue allocation that scales back 

rates proportionately to the agreed upon revenue requirement in the settlement.  In 

addition, I&E continues to recommend that the first $11,002 of rate relief be used to 

eliminate the increase for the Private Lighting class, as those customers are paying well 

above the cost to serve that class.  Further, I&E recommends the Residential and Large 

Commercial customer charges not be increases as the Company’s current customer 

charge is sufficient to cover the cost to serve these customers.  Regarding the Small 

Business rate class, I&E recommends their customer charge be scaled back 

proportionately because, while the Company’s proposed customer charge could 

theoretically be supported, it is a large enough increase that a scale back is warranted. 

III. RATE STRUCTURE 

A utility’s rate structure addresses how the Commission’s approved revenue 

increase will be allocated among the utility’s various tariffed rate classes. Once a class 

revenue allocation is determined, development of a rate design will address how the 

tariffed rates and rate elements will generate the allocated revenues.  A properly designed 

 
6  Pa. P.U.C. v. West Penn Power Company, 69 P.U.R.4th 470, 59 Pa.P.U.C. 552 (1985). 
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rate structure will not unduly burden one class of ratepayers to the benefit of another.  

Under the Public Utility Code, “[n]o public utility shall…make or grant any unreasonable 

preference to any person, corporation….No public utility shall establish or maintain any 

unreasonable difference as to rates, either as between localities or as between classes of 

service.”7 Differences in rates charged to different classes are permissible so long as there 

is reasonable basis for the discrepancy.8 “Public utility rates should enable the utility to 

recover its cost of providing service and should allocate this cost among the utility’s 

customers in a just, reasonable and nondiscriminatory manner.”9 

A. Revenue Allocation 

An cost of service study (“COSS”) allocates or assigns a utility’s revenue 

requirement based on provision of service to a defined set of customer classes that are 

different in terms of demand and usage patterns.  A COSS is a formalized analysis of 

costs that attempts to assign to each customer or rate class its proportionate share of the 

Company’s total cost of service.  The results of each service can be utilized to determine 

the relative cost of service for each class and help determine the individual class revenue 

requirements and, to the extent a particular class is above or below the system average 

rate of return, show the additional revenues each class receives or conversely the 

additional revenues that each class contributes to the Company’s overall revenues.  In 

addition to the relative provision of revenues, a relative rate of return is also provided, 

 
7  66 Pa.C.S. § 1304. 
8  Peoples Natural Gas Company v. Pa. P.U.C., 409 A.2d 446 (Pa. Cmwlth 1979). 
9  Pa. P.U.C. v. West Penn Power, 73 Pa. P.U.C. 454, 510, 199 PUR 4th 110 (1990). 
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which shows how the rate of return for each class compares to the system average rate of 

return.10   

The rate of return is the Commission authorized return on rate base that is 

determined in a base rate proceeding.  A relative rate of return indicates how the rate of 

return of each customer class compares to the system average rate of return.  In general, a 

relative rate of return that provides revenue equal to its cost to serve would have a 

relative rate of return equal to 1.0.11 

In this case, the Company initially performed and provided a COSS based upon 

data from the historic test year ended June 30, 2020.12  The Company also updated its 

COSS to reflect data for the FTY ended June 30, 2021.13   

The COSS provided by the Company did not reflect the rate of return and relative 

rate of return under proposed rates.  As such, I&E Witness Sakaya conducted an analysis 

of the relative rates of return under proposed rates for the different rate classes.14  

Witness Sakaya developed a schedule calculating the relative rates of return based upon 

revenue, expenses, taxes, net income, and rate base by class.15  Using the Company’s 

updated COSS Witness Sakaya determined that the relative rate of return for the 

residential class was 1.0, the relative rate of return for the Small Business Class was 0.99, 

and the relative rate of return for the Large Commercial Class was 0.95.16  While the 

 
10  I&E St. No. 3, p. 20.  
11  I&E St. No. 3, p. 20. 
12  I&E St. No. 3, p. 20. 
13  I&E St. No. 3, p. 21. 
14  I&E St. No. 3, p. 22. 
15  I&E St. No, 3, p. 22, and I&E Exh. No. 3, Sch. 5. 
16  I&E St. No. 3, p. 23. 
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rates of return for the Small Business and Large Commercial classes were slightly under 

the cost to serve, Witness Sakaya accepted the Company’s COSS as the results were only 

slightly below the relative rate of return.17   

I&E Witness Sakaya, however, recommended the Company provide the 

Commission with a COSS of in its next base rate case which shows the relative rate of 

return for each class as this information is essential in determining whether the revenue to 

be collected from that particular class is sufficient to cover the cost of providing service 

to that class.18  In rebuttal testimony Pike Electric claimed that Witness Sakaya 

misunderstood what the Company provided and provided a revised COSS showing data 

in the historic test year.19  In Surrebuttal testimony Witness Sakaya noted that while the 

revised COSS does show the proposed rate of return and relative rate of return, the 

summary schedule used to determine these amounts is missing.20  It is essential that the 

Commission be given all information when making a determination as to whether the 

revenue collected from each class is sufficient to cover the cost to serve.  Therefore, I&E 

continues to recommend that as part of its next base rate filing Pike Electric be required 

to provide a COSS showing forecasted revenue, expenses, taxes, net income, rate base, 

rate of return, and relative rate of return under proposed rates by class.21  

 
17  I&E St. No. 3, p. 31. 
18  I&E St. No, 3, p. 24. 
19  Pike St. No. 1-R, pp. 12-14. 
20  I&E St, No. 1-SR, p. 14. 
21  I&E St. No. 3-SR, p. 14. 
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B. Customer Charge 

A customer cost analysis is part of a COSS that is used to determine the 

appropriate fixed customer charges for the various classes and meter sizes.  A customer 

cost analysis should include only customer costs.  It is necessary to perform a customer 

cost analysis because a fixed customer charge represents the revenue that the Company is 

guaranteed to receive each month, regardless of the level of usage. 22   As acknowledged 

in the seventh edition of the American Water Works Association M1 Manual, there is a 

tradeoff between revenue stability from a high customer charge, and affordability and 

conservation from a low customer charge and higher usage rates.23   

There are two different types of customer costs: direct and indirect.  A direct 

customer cost is a cost that changes with the increase or decrease of a single customer.  

An indirect customer cost is a customer related cost that does not change with the 

increase or decrease of a single customer.  The Commission has allowed, in past 

instances, certain indirect customer costs to be included in a customer cost analysis and 

thus recovered in a customer charge.  As an example, in previous cases, the Commission 

has allowed the indirect cost of Employee Pension and Benefits.24 

The Company prepared a customer cost analysis which shows the cost for 

residential customers to be between $43 and $47 per month and the Commercial costs to 

be between $121 and $642 per month.25  As noted by I&E Witness Sakaya, the customer 

 
22  I&E St. No. 3, p. 26. 
23  AWWA Manual of Water Supply Practices M1 Principles of Water Rates, Fees, Charges, Seventh Edition. pp. 

154-155. 
24  I&E St. No. 3, p. 20. 
25  Pike Electric Ex. ERP-5, p. 4, line 37, columns E-H. 
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cost analysis provided by the Company does not clearly identify which costs the 

Company included or excluded.  As a result, Witness Sakaya compiled his own customer 

cost analysis.  His analysis included only the direct costs the Company incurs that are 

appropriate for inclusion in the customer charge.  Witness Sakaya included return dollars, 

income taxes, annual depreciation expense for services, meters and a portion of 

transformers listed as secondary customer, plus the cost of meter reading and customer 

records and collection expense.26 

Witness Sakaya determined that based on his customer cost analysis, the cost per 

month for residential customer cost was $6.65, the Small Business cost was $21.21, and 

the Larger Commercial cost was $34.19.  Based on this analysis, Witness Sakaya 

recommended that the Company’s $8.50 per month customer charge not be increased, as 

the Company incurs only $6.65 per customer per month to serve these customers.27 

Regarding the Small Business class, the Company proposed a $18.73 customer 

charge.  As explained by Witness Sakaya, this would be a 37.7% increase which is 

significant.28  Therefore, while the Company’s proposed Small Business customer charge 

of $18.73 is theoretically supported, the Commission must be mindful that this increase is 

large.  As a result, Witness Sakaya recommends that if the Small Business customer 

charge is increased, this rate be scaled back proportionately if less than a full increase is 

granted.  Because the Parties have agreed to a revenue requirement that is less than the 

full increase proposed by the Company, this customer charge must necessarily be scaled 

 
26  I&E St. No, 3, pp. 28-29. 
27  I&E St. No. 3, p. 29. 
28  I&E St. No. 3, p. 30. 
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back proportionately to the agreed upon increase contained in the settlement.  However, 

should the Commission determine a different revenue requirement is appropriate, the 

customer charge would necessarily need to be scaled back relative to that revenue 

requirement. 

Regarding the Large Commercial customer charge, Witness Sakaya recommends 

that the $110.90 customer charge not be increased as the Company only incurs $34.19 to 

serve these customers.29 

The recommendations made by I&E are in the public interest as they allow for the 

recovery of the differing classes cost to serve, while not substantially burdening the 

ratepayers.  Therefore, I&E requests the ALJ recommend, and the Commission adopt in 

its final Order the recommendations made by I&E. 

C. Scale Back of Rates 

 At less than a full increase, I&E Witness Sakaya recommended that rates be scaled 

back appropriately.30  Witness Sakaya recommended that the first $11,002 reduction be 

applied to the Private Lighting Class because the relative rate of return for that class is 

well above the cost to serve at 2.34.31 

 For the remaining rate classes I&E Witness Sakaya recommends a targeted scale 

back that continues to move the various classes towards a relative rate of return of 1.0.32 

 
29  I&E St. No. 3, p. 30. 
30  I&E St. No. 3, pp. 32-34. 
31  I&E St. No. 3, p. 32. 
32  I&E St. No. 3, pp. 33-34, and I&E Ex. No. 3, Sch. 8. 
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 In rebuttal testimony, the Company modified its requested increase to $1,682,300 

which is a decrease of $251,000 from the Company’s initial proposed increase.33  As the 

Company did not propose how to allocate this decrease, I&E Witness Sakaya 

recommended the following amounts be applied to the various classes if the full increase 

is granted:   

Residential Service $655,590  
Residential Service - Heating $170,586 
General Secondary $941,176  
General Primary Service $116,279  
Municipal Street Lighting $32,528  
Private Area Lighting $11,00234 

Given that the parties have agreed to less than a full increase, these numbers will need to 

be reduced proportionately in agreement with the settlement should the ALJ and the 

Commission adopt the Parties Settlement.  If the Commission allows for an increase 

different from what is contained in the settlement rates will need to be scaled back 

proportionately to the increase Ordered by the Commission. 

 As noted by Witness Sakaya, the Company did not respond to his scale back 

recommendation.35  Therefore, I&E submits that this scale back recommendation must be 

approved.  Because the Parties did not agree to a full increase as part of the Settlement in 

this proceeding, it is appropriate and in the public interest that the rates be scaled back in 

proportion to the increase agreed upon.  

 
33  Pike St. No. 1-R, pp. 20-21. 
34  I&E Ex. No. 3-SR, Sch. 7. 
35  I&E St. No. 3-SR, p. 23. 
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IV. CONCLUSION 

Pike has failed to bear its burden of proof with respect to revenue allocation and 

rate design in the instant proceeding.  The Company’s proposal must be amended to 

reflect the necessary and appropriate adjustments proposed by the Bureau of 

Investigation & Enforcement.  For the reasons stated herein, the Bureau of Investigation 

& Enforcement respectfully requests the Administrative Law Judge and the Commission 

to adopt its recommendations in this proceeding related to revenue allocation and rate 

design.  

 
Respectfully submitted, 

 
 
 
Carrie B. Wright 
Prosecutor 
PA Attorney ID No. 208185 
 
Erika L. McLain 
Prosecutor 
PA Attorney ID No. 320526 
 
 

Bureau of Investigation and Enforcement 
Pennsylvania Public Utility Commission 
Commonwealth Keystone Building 
400 North Street 
Harrisburg, PA 17120 
 
Dated: April 5, 2021 
 



Appendix A 

Proposed Findings of Fact 
 
 

1. In this case, the Company initially performed and provided a COSS based 
upon data from the historic test year ended June 30, 2020.1   
 

2. The Company also updated its COSS to reflect data for the FTY ended June 
30, 2021.2   
 

3. The COSS provided by the Company did not reflect the rate of return and 
relative rate of return under proposed rates. 
 

4. I&E witness Sakaya conducted an analysis of the relative rates of return 
under proposed rates for the different rate classes.3   
 

5. Witness Sakaya developed a schedule calculating the relative rates of return 
based upon revenue, expenses, taxes, net income, and rate base by class.4   
 

6. Using the Company’s updated COSS Witness Sakaya determined that the 
relative rate of return for the residential class was 1.0, the relative rate of return for the 
Small Business Class was 0.99, and the relative rate of return for the Large Commercial 
Class was 0.95.5 
 

7. A COSS which shows the relative rate of return for each class as this 
information is essential in determining whether the revenue to be collected from that 
particular class is sufficient to cover the cost of providing service to that class.  
 

8. A customer cost analysis is part of a COSS that is used to determine the 
appropriate fixed customer charges for the various classes and meter sizes and should 
include only customer costs 
 

9. The Private Lighting Class relative rate of return s well above the cost to 
serve at 2.34.6 
  

10. The Company did not respond to I&E’s scale back recommendation.7 
 

 
1  I&E St. No. 3, p. 20. 
2  I&E St. No. 3, p. 21. 
3  I&E St. No. 3, p. 22. 
4  I&E St. No, 3, p. 22, and I&E Exh. No. 3, Sch. 5. 
5  I&E St. No. 3, p. 23. 
6  I&E St. No. 3, p. 32. 
7  I&E St. No. 3-SR, p. 23. 



Appendix B 

Proposed Conclusions of Law 
 
 

1. As the petitioner, Peoples has the burden of proof in this proceeding to 
establish that it is entitled to the relief it is seeking.  66 Pa. C.S. § 332(a).   
 

2. To meet its burden of proof in this proceeding, Peoples must “present 
evidence more convincing, by even the smallest amount, than that presented by any 
opposing party.  Se-Ling Hosiery v. Margulies, 70 A.2d 854 (Pa. 1950).   
 

3. Under the Public Utility Code, “[n]o public utility shall…make or grant any 
unreasonable preference to any person, corporation….No public utility shall establish or 
maintain any unreasonable difference as to rates, either as between localities or as 
between classes of service.”  66 Pa.C.S. §1304 
 

4. Differences in rates charged to different classes are permissible so long as 
there is reasonable basis for the discrepancy.  Peoples Natural Gas Company v. Pa. 
P.U.C., 409 A.2d 446 (Pa. Cmwlth 1979). 
 

5. “Public utility rates should enable the utility to recover its cost of providing 
service and should allocate this cost among the utility’s customers in a just, reasonable 
and nondiscriminatory manner.”  Pa. P.U.C. v. West Penn Power, 73 Pa. P.U.C. 454, 
510, 199 PUR 4th 110 (1990) 
 
 



Appendix C 

Proposed Ordering Paragraphs 
 
 
Therefore, it is Ordered that: 
 

1. Rates will be scaled back proportionately to the agreed upon revenue 
requirement contained in the settlement, or at whatever revenue requirement the 
Commission deems appropriate. 
 

2. Revenues will be allocated between classes so as to move each class close 
to the cost to serve. 
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Complainant 
 
 
John W. Dalton, Jr.  
205 Pond Drive 
Westfall Township, PA 18336-2304 
jwdalton73@gmail.com 
Complainant 
 
 
Charles Gillinder 
3 Avenue N 
Matamoras, PA 18336 
charliegillinder@gmial.com 
Complainant 
 
 
Marla J. Hulse 
104 Avenue O 
Matamoras, PA 18336 
auntiem14@verizon.net 
Complainant 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
______________________________ 
Carrie B. Wright 
Prosecutor 
Bureau of Investigation and Enforcement 
PA Attorney ID No. 208185 


