e COMMONWEALTH OF PENNSYLVANIA SUREAL OF
P PUC PENNSYLVANIA PUBLIC UTILITY COMMISSION INVESTIGATION
A COMMONWEALTH KEYSTONE BUILDING ENFORGEMENT

400 NORTH STREET, HARRISBURG, PA 17120
June 24, 2022

Via Electronic Filing

Rosemary Chiavetta, Secretary
Pennsylvania Public Utility Commission
Commonwealth Keystone Building

400 North Street

Harrisburg, PA 17120

Re:  Pennsylvania Public Utility Commission v.
Pennsylvania-American Water Company
Docket Nos.: R-2022-3031672

R-2022-3031673
I&E Prehearing Memorandum

Dear Secretary Chiavetta:

Enclosed for electronic filing please find the Prehearing Memorandum of
Bureau of Investigation and Enforcement (I&E) in the above-captioned proceedings.

Consistent with the Pennsylvania Public Utility Commission’s order regarding
waiver of regulations regarding service requirements, issued at docket M-2021-3028321
on September 15, 2021, I&E is providing only electronic service on parties of record per
the attached Certificate of Service. Should you have any questions, please do not hesitate
to contact me.

Respectfully,

/] _
ina L. Miller

Prosecutor

Bureau of Investigation and Enforcement
PA Attorney ID No. 313863

(717) 787-8754

oinmiller@pa.gov

GLM/cem
Enclosures

cc:  Deputy Chief ALJ Joel H. Cheskis (via email)
Per Certificate of Service


mailto:ginmiller@pa.gov

BEFORE THE
PENNSYLVANIA PUBLIC UTILITY COMMISSION
Pennsylvania Public Utility Commission R-2022-3031672, et al.
V.

Pennsylvania-American Water Company

Pennsylvania Public Utility Commission : R-2022-3031673, et al.
V.

Pennsylvania-American Water Company — :
Wastewater Division :

PREHEARING MEMORANDUM OF THE
BUREAU OF INVESTIGATION AND ENFORCEMENT

To Deputy Chief Administrative Law Judge Joel H. Cheskis:
The Bureau of Investigation and Enforcement (“I&E”) of the Pennsylvania Public

Utility Commission (“Commission’’) hereby submits this Prehearing Memorandum in the

above-captioned dockets. The I&E prosecutor assigned to this proceeding is Gina L. Miller.

Ms. Miller may be contacted as follows:

By mail: Gina L. Miller
Pennsylvania Public Utility Commission
Bureau of Investigation and Enforcement
Commonwealth Keystone Building
400 North Street
Harrisburg, PA 17120

By e-mail:  ginmiller@pa.gov

Telephone: (717) 787-8754


mailto:ginmiller@pa.gov

L. BACKGROUND

On April 29, 2022, Pennsylvania-American Water Company (“PAWC?”) filed with the
Pennsylvania Public Utility Commission (“Commission”): (1) a water base rate case at
Docket No. R-2022-3031672 and (2) a wastewater base rate case at Docket No. R-2022-
3031673. The tariff filings that PAWC made on April 29, 2022 are two-fold. First, PAWC’s
Supplement No. 35 to Tariff Water — Pa. P.U.C. No. 5 proposes an increase of PAWC’s total
annual operating revenues for water service by approximately $154.4 million, or 21.6%,
through rates effective June 28, 2022. Next, PAWC’s Supplement No. 34 to Tariff
Wastewater - Pa. P.U.C. No. 16 proposes an increase in PAWC’s total annual operating
revenues for wastewater service by approximately $18.7 million, or 16.1%, through rates
effective June 28, 2022.

I&E entered its appearance in the rate dockets referenced above on May 3, 2022.
Others who made filings to participate in these proceedings include the following: on May 4,
2022, the Office of Small Business Advocate (“OSBA”) filed a Notice of Appearance and
Rate Complaint in the rate proceedings; on May 11, 2022, the Coalition for Affordable
Utility Services and Energy Efficiency in Pennsylvania (“CAUSE-PA”) filed a Petition to
Intervene and Answer in the rate proceedings; on May 16, 2022, the Office of Consumer
Advocate (“OCA”) filed its Notice of Appearance, Formal Complaint, and a Public
Statement in the rate dockets; on May 17, 2022, the Commission on Economic Opportunity
filed a Petition to Intervene in the rate dockets; on May 20, 2022, Cleveland-Cliffs Steel filed
a Petition to Intervene in the rate dockets; on June 1, 2022, the Borough of St. Lawrence filed
a Notice of Appearance; on May 31, 2022, Exeter Township filed a Petition to Intervene; on
June 16, 2022, West Norriton Township filed a Notice of Appearance; on June 22, 2022,
Pennsylvania-American Water Large Users Group filed a Complaint in both dockets; and on
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June 23, 2022, Victory Brewing Company Complaint filed a complaint in both dockets.
Additionally, since PAWC made its rate filings on April 29, 2022, multiple Formal
Complaints were filed in opposition to the proposed water and wastewater increases.

On June 16, 2022, pursuant to 66 Pa. C.S. § 1308(d), the Commission ordered
suspension of each of the proposed tariff changes until January 28, 2023, unless permitted by
Commission Order to become effective at an earlier date. As part of all of its base rate case
suspension orders, the Commission directed that PAWC’s rate filings be assigned to the
Office of Administrative Law Judge for the scheduling of hearings as may be necessary for
the Administrative Law Judge to render a recommended decision. Subsequently, I&E
received notice that Deputy Chief Administrative Law Judge Joel H. Cheskis (“ALJ
Cheskis”) would preside.

ALJ Cheskis issued a Prehearing Conference Order on June 17, 2022 that established
June 27,2022 at 11 a.m. as the date and time for a telephonic prehearing conference in this
case. The Prehearing Conference Order also established the deadline of June 24, 2022 for
submission of a prehearing memorandum. I&E now submits this memorandum in
compliance with ALJ Cheskis’s Prehearing Conference Order.

II.  ISSUES

The following list represents I&E’s preliminary determination of the potential issues

in this proceeding:

Rate of Return

1) Proxy Group

2) Capital Structure

3) Cost of Long-Term Debt

4) Cost of Equity

5) Adjustments to the Cost of Equity
6) Overall Rate of Return



Operating and Maintenance Expenses

7) Rate Case Expense

8) Salaries and Wages

9) Benefits Expense

10)  Materials and Supplies
11)  Contract Services

12)  Service Company Charges
13)  Rents

14)  Transportation Expense
15)  Purchased Power Expense
16)  Chemicals Expense

17)  Miscellaneous Expenses
18)  Insurance Expense

19)  Advertising

20)  Inflation Adjustments

21)  Taxes Other Than Income
22)  Income Taxes

23)  Covid-19 Deferrals

24)  Cash Working Capital

Rate Base, Revenue/Allocation/Rate Structure

25)  FPFTY Filing Requirements

26)  Non-Revenue Water

27)  Present Rate Revenue

28)  Cost of Service Studies

29)  Revenue Allocations

30) Rate Design

31)  Water/Wastewater revenue allocation (Act 11)
32)  Revenue Stabilization Mechanism

33)  Tariff Issues

34)  Scale Back of Rates

The list is as complete as can be made at this time. Additionally, I&E reserves the
right to amend and supplement this issue list while discovery is on-going. Finally, I&E
reserves the right to further amend and supplement its issue list to address any issues arising
in any supplemental testimony and/or information that may be filed by PAWC and to address

any currently unforeseen directives or developments in this case.



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

o Anthony Spadaccio, Fixed Utility Financial Analyst: Mr. Spadaccio
anticipates addressing issues identified as one through six in the above listing.

o D.C. Patel, Fixed Utility Financial Analyst: Mr. Patel anticipates addressing
issues identified as seven through 24 in the above listing.

o Ethan Cline, Fixed Utility Valuation Engineer: Mr. Cline anticipates
addressing issues identified as 25 through 34 in the above listing.

o Joseph Kubas, Fixed Utility Valuation Engineer Supervisor: Either in
conjunction with Mr. Cline or instead of Mr. Cline (depending on availability
and resources) Mr. Kubas may address some or all of the issues identified as
25 through 34 in the above listing.
The I&E witnesses may be contacted through the contact information listed above for
Ms. Miller. I&E reserves the right to substitute witnesses or call additional witnesses if
warranted.! All active parties will be notified of any amendments to the I&E witness list.
IV. EVIDENCE

I&E expects to present all written direct, rebuttal, surrebuttal, and, if necessary,
supplemental, testimony and accompanying exhibits at the evidentiary hearing. Moreover,
I&E intends to rely on PAWC’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. However, there may be issues

of Commission policy or legal representation that are not properly the subject of testimony or

factual issues that are clear on the record and need not be supported by testimony, I&E

' The above issues list is provided without analysis of the positions of all parties to this proceeding and without the
benefit of completed discovery.



reserves the right to dispense with testimony when, in its opinion, an issue can be adequately

addressed through briefing.

V. DISCOVERY

I&E requests that the Commission’s Rules of Practice and Procedure for the conduct

of discovery be modified as follows:?

1.

Answers to written interrogatories and requests for document
production, entry for inspection, or other purposes shall be
served in-hand within ten (10) calendar days of service.

Objections to interrogatories and/or requests for production shall
be communicated orally to the propounding party within three
(3) calendar days of service of the interrogatories; unresolved
objections shall be served in writing to the propounding party
within five (5) calendar days of service of the interrogatories
and/or requests for production.

Motions to dismiss objections and/or direct the answering of
interrogatories and/or requests for production shall be filed
within three (3) calendar days of service of written objections.

Answers to motions to dismiss objections and/or answering of
interrogatories and/or requests for production shall be filed
within three (3) calendar days of service of such motions.

Requests for admissions will be deemed admitted unless
answered within ten (10) calendar days or objected to within
five (5) calendar days of service.

Answers to on-the-record data requests shall be served in-hand
within five (5) calendar days of the requests.

Any discovery or discovery-related pleadings (such as objections,
motions, and answers to same) served after served after 4:30 p.m.
Monday through Thursday or after 12:00 p.m. on a Friday or the
day before a holiday will be deemed to have been served on the
next business day for purposes of calculating the due dates for
any responses.
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At the time that I&E prepared this document on June 24, 2022, I&E understood that there was no opposition to

these proposed modifications; however, I&E will defer to parties to indicate any opposition during the
prehearing conference for Your Honor’s consideration.
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VI. SCHEDULE
I&E has been working extensively with PAWC and other interested parties in an
attempt to develop a proposed schedule that will be mutually agreeable. I&E offers the

following procedural schedule for Your Honor and parties’ consideration:

Non-PAWC Direct Testimony July 29, 2022

Rebuttal Testimony August 19, 2022

Surrebuttal Testimony September 1, 2022

Evidentiary Hearings? September 8-9 and 12-14, 2022
Main Briefs September 29, 2022

Reply Briefs October 11, 2022

VII. SERVICE OF DOCUMENTS

For purposes of satisfying in-hand requirements for discovery responses, prepared
testimony, and briefs, and consistent with the provisions of the Commission’s September 15,
2021 Order for Waiver of Regulations Regarding Service Requirements, I&E proposes to
both only serve and accept electronic delivery of documents. If ALJ Cheskis and/ or any
party prefers to have additional service (or “hard copies”) of documents by mail, I&E will

certainly provide such service.

VIII. PUBLIC INPUT HEARINGS
I&E intends to fully participate in all public input hearings deemed warranted in this
case. Additionally, I&E advocates for the use of telephonic hearings public input hearings

where possible.

At the time that I&E prepared this document on June 24, 2022, I&E was unaware of any opposition to this
proposal other than that certain parties would require flexibility of witness and/or issue presentation. I&E also
understood that parties agreed that it would be prudent to conduct the hearings telephonically, and I&E agrees.
However, I&E will defer to parties to present their position during the prehearing conference on June 27 for
Your Honor’s consideration.



IX. SETTLEMENT

I&E is committed to participating in settlement discussions and is willing to work

with the parties to reach a resolution of any or all issues. In the event settlement discussions

fail to result in a complete resolution of the matter, I&E is prepared to fully or partially

litigate this proceeding as warranted.

Pennsylvania Public Utility Commission
Bureau of Investigation and Enforcement
Commonwealth Keystone Building

400 North Street

Harrisburg, PA 17120

Date: June 24, 2022

Respectfully submitted,
/)
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Gina L. Miller

Prosecutor
PA Attorney ID No. 313863
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Pennsylvania Public Utility Commission

V.

Pennsylvania-American Water Company

Docket No. R-2022-3031672
R-2022-3031673

CERTIFICATE OF SERVICE

I hereby certify that I am serving the foregoing Prehearing Memorandum dated

June 24, 2022, in the manner and upon the persons listed below:

Served via Electronic Mail Only

Deputy Chief ALJ Joel H. Cheskis
Office of Administrative Law Judge
Pennsylvania Public Utility Commission
jcheskis@pa.gov

Susan Simms Marsh, Esq.

Elizabeth Rose Triscari, Esq.

Teresa Harrold, Esq.
Pennsylvania-American Water Company
852 Wesley Drive

Mechanicsburg, PA 17055
susan.marsh@amwater.com
elizabeth.triscari@amwater.com
teresa.harrold@amwater.com

Counsel for PAWC

Kenneth M. Kulak, Esq.

Brooke E. McGlinn, Esq.

Catherine Vasudevan, Esq.

Mark A. Lazaroff, Esq.

Morgan Lewis & Bockius LLP
1701 Market Street

Philadelphia, PA 19103-2921
ken.kulak@morganlewis.com
brooke.mcglinn(@morganlewis.com
catherine.vasudevan(@morganlewis.com
mark.lazaroff@morganlewis.com
Counsel for PAWC

Joseph L. Vullo Esquire
Burke Vullo Reilly Roberts
1460 Wyoming Avenue
Forty Fort Pa, 18704
1lvullo@bvrrlaw.com

Counsel for Commission on Economic
Opportunity

Ria M. Pereira, Esq.

Lauren N. Berman, Esq.

John W. Sweet, Esq.

Elizabeth R. Marx, Esq.

Office of Small Business Advocate
118 Locust Street

Harrisburg, PA 17101
pulp@pautilitylawproject.org
Counsel for CAUSE-PA

Laura J. Antinucci

Erin L. Gannon, Esq.

Lauren E. Guerra, Esq.
Mackenzie C. Battle, Esq.
Office of Consumer Advocate
Forum Place

555 Walnut Street, 5™ Floor
Harrisburg, PA 17101
OCApawc2022@paoca.org
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Erin K. Fure, Esq.

Steven C. Gray, Esq.

Office of Small Business Advocate
Forum Place

555 Walnut Street, 1% Floor
Harrisburg, PA 17101
efure@pa.gov

sgray(@pa.gov

Kurt J. Boehm, Esq.

Jody Kyler Cohn, Esq.

Boehm, Kurtz & Lowry

36 East Seventh Street, Suite 1510
Cincinnati, OH 45202
kboehm@bkllawfirm.com
jkylercohn@bkllawfirm.com

Counsel for Cleveland-Cliffs Steel

Tucker R. Hull, Esq.

J. Chadwick Schnee, Esq.

Law Office of Tucker R. Hull, LLC
108 W. Main Street

P.O. Box 330

Annville, PA 17003
tucker@tucker-hull-law.com
chadwick@tucker-hull-law.com
Counsel for Exeter Township

Amee L. Mazzarese, Esq.

Dickie, McCamey & Chilcote, P.C.
Two PPG Place, Suite 400
Pittsburgh, PA 15222-5402
amazzarese(@dmclaw.com
Counsel for Cleveland-Cliffs Steel

Joan E. London, Esq.
Kozloff Stoudt

2640 Westview Drive
Wyomissing, PA 19610
jlondon@kozloffstoudt.com

Solicitors for the Borough of St. Lawrence,
Berks County

Jeff Henry

4621 Hillside Road
Reading, PA 19606
jefthenryl@me.com

John F. Walko, Esq.
Kilkenny Law, LLC

519 Swede Street
Norristown, PA 19401
john@skilkennylaw.com

Solicitor for West Norriton Township

Richard A. Baudino

J. Kennedy & Associates
1347 Frye Road
Westfield, NC 27053
rbaudino@jkenn.com

Mark Henderson
5425 E. Lorane Road
Reading, PA 19606
markwh24@ptd.net
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Keith Sauer

4824 Farming Ridge Boulevard
Reading, PA 19606
keith.j.sauer(@gmail.com

Ivan Figueroa
432 Drycove Street

Pittsburgh, PA 15210
1vanfigueroa60@gmail.com

Ramkrishna Sen

19 Evans Road
Norristown, PA 19403
rksenl @gmail.com

Carl E. Meyer

100 Grayhawk Way S.
Mechanicsburg, PA 17050
carl.meyer@yahoo.com

Judith L. Schwank, State Senator
210 George Street, Suite 201
Reading, PA 19605
senatorschwank(@pasenate.com

James Pagel
57 Narragansett Lane
Coatesville, PA 19320

1.pageld7@gmail.com

William H. Rissmiller
1006 Hickory Lane
Reading, PA 19606
whr19606@ptd.net

Simeon Dovrev and Poli Iordanova
4210 Blue Mountain Crossing

East Stroudsburg, PA 18301
sd2734(@yahoo.com

Maria Elena Selznick
120 Lost Lantern Lane

East Stroudsburg, PA 18301
meselznick@yahoo.com

Earl Knight

835 W. Chestnut Street
Coatesville, PA 19320
eknight475@aol.com

Zachary D. O'Brien

231 Walnut Road
McDonald, PA 15057
obrien1280@gmail.com

Bridget L. Salkowski

4382 Hillside Road
Reading, PA 19606
bridgetleal 15@yahoo.com
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Sabatini Monatesti

919 Belair Drive
Berwick, PA 18603-2438
smonatesti(@verizon.net

Barbara Cetnarowski
138 Butternut Street
Clairton, PA 15025
jmcbac(@comcast.net

Lisa Tunzi

204 Susquehanna Avenue
West Pittston Pa 18643-1710
lltunzi@yahoo.com

Amanda Barto-Ealy
102 Lawrence Ave
Butler Pa 16001
mandaln79@gmail.com

Latrese Laporte

2309 Snapdragon Pt

East Stroudsburg Pa 18301
latrese.laporte@yahoo.com

Stephen T. Nardi

146 Church St

Po Box 224

Claysville Pa 15323
nardiseast@gmail.com

John Palermo

2828 Dwight Ave
Pittsburgh Pa 15216
dummas4eva@yahoo.com

Tacy Rutherford
60-2 Min Tier
Reading, PA 19606
scotacy(@icloud.com

Jerome & Sheryl Rodzinak
181 Matson Avenue
Wilkes-Barre Pa 18705
zibadaun(@frontiernet.net

Michael Pope

8607 Spruce Mill Drive
Yardley Pa 19067
mloringpope@gmail.com

Trish E. Luberda

31 Whitetail Lane

Hunters Run

Reading Station Pa 19606-9490
trish.luberda@gmail.com

Sean Seidel

1340 Butter Lane
Reading Pa 19606
sseidel(@comcast.net
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Nathan Woodford

6 Okmed Dr

Reading Pa 19606
natewoodford@msn.com

Adeolu A. Bakare, Esq.

McNees Wallace & Nurick LLC
100 Pine Street

P.O. Box 1166

Harrisburg, PA 17108-1166
abakare@mcneeslaw.com

Counsel for the Pennsylvania-
American Water Large Users Group

Lauren M. Burge, Esquire

Eckert Seamans Cherin & Mellott, LLC
600 Grant Street, 44th Floor

Pittsburgh, PA 15219
Iburge@eckertseamans.com

Counsel for Victory Brewing Company

Karen O. Moury, Esquire

Eckert Seamans Cherin & Mellott, LLC
213 Market St., 8th Floor

Harrisburg, PA 17101
kmoury@eckertseamans.com

Counsel for Victory Brewing Company

Leroy Watters III

1 East Indian Lane y
Norristown Pa 19403
ljameswatters3(@gmail.com

Kathleen Jeffries

944 Mill Ct

Bridgeville Pa 15017
kejeffries@hotmail.com
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PA Attorney ID No. 313863
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