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I.  INTRODUCTION  

 Pursuant to 66 Pa. C.S. § 332(h) of the Public Utility Code and 52 Pa. Code § 5.533 

of the Public Utility Commission regulations, the Bureau of Investigation and Enforcement 

(I&E) of the Pennsylvania Public Utility Commission (PUC or Commission) respectfully 

submits these Exceptions to the Recommended Decision of Deputy Chief Administrative 

Law Judge Christopher Pell and Administrative Law Judge John Coogan (the ALJs) issued 

on May 7, 2024 (RD).   

 On November 8, 2023, the Pennsylvania American Water Company (PAWC or 

Company) filed, respectively, Supplement No. 45 to Tariff Water-PA P.U.C. No. 5 

(Supplement No. 45), and Supplement No. 47 to Tariff Wastewater-PA P.U.C. No 16 

(Supplement No. 47), both of which were to become effective January 7, 2024.1  Supplement 

No. 45 proposed to increase PAWC’s total annual operating revenues for water service by 

$199.2 million, or 24.2%.  Supplement No. 47 proposed to increase PAWC’s wastewater 

total annual operating revenues by $4.7 million or 2.5%. 

 The parties to this base rate proceeding are PAWC, the Commission’s Bureau of 

Investigation and Enforcement (I&E), Office of Consumer Advocate (OCA), the Office of 

Small Business Advocate (OSBA), the Commission on Economic Opportunity (CEO), the 

Coalition for Affordable Utility Services and Energy Efficiency in Pennsylvania (CAUSE-

PA), Cleveland-Cliffs Steel (Cleveland-Cliffs), the City of Scranton, Victory Brewing 

Company (Victory Brewing), and Exeter Township Additionally, there were dozens of 

formal complaints filed by PAWC ratepayers that were consolidated into this proceeding.    

 
1  I&E MB, p. 1.     
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 By Order entered on December 21, 2023, the Commission suspended the rate filings 

until August 7, 2024, and directed an investigation to determine the lawfulness, justness, and 

reasonableness of the rates, rules and regulations contained in this rate filing.  The matter 

was assigned to the Office of Administrative Law Judge, with ALJs Pell and Coogan, which 

culminated in the issuance of the May 7, 2024, Recommended Decision.  

 Pursuant to the established litigation schedule, I&E filed the following pieces of 

direct, rebuttal and surrebuttal testimony:   

• I&E Statement No. 1, I&E Exhibit No. 1, I&E Statement No. 1-R, I&E 
Statement No. 1-SR, and I&E Exhibit No. 1-SR, the prepared direct, 
rebuttal, and surrebuttal testimony and exhibits of I&E witness Vanessa 
Okum, who addressed the Company’s operating and maintenance 
expenses, and overall revenue requirement; 

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

Statement No. 2-SR, the prepared direct, rebuttal, and surrebuttal 
testimony and exhibit of I&E witness DC Patel, who addressed the 
Company’s rate of return; 

 
• I&E Statement No. 3, I&E Exhibit No. 3, I&E Exhibit No. 3, Sch. 1-

Corrected2, I&E Statement No. 1-R, and I&E Statement No. 3-SR, the 
prepared direct and surrebuttal testimony and exhibits of I&E witness 
Joseph Kubas who addressed the Company’s wastewater rate base and rate 
structure; and 

 
• I&E Statement No. 4, I&E Exhibit No. 4, I&E Statement No. 4-R, and I&E 

Statement No. 4-SR, the prepared direct, rebuttal, and surrebuttal 
testimony and exhibits of I&E witness Ethan Cline who addressed the 
Company’s water rate base and rate structure. 

 On March 7 and 8, 2024, at the time and place set for the evidentiary hearing, the 

parties appeared telephonically before the ALJs.  After the conclusion of the hearing and the 

 
2  Mr. Kubas inadvertently increased the Water "Additional Revenue" line 2 Column C when the Additional 

Revenue from BASA and Brentwood were removed.  As such I&E provided a corrected exhibit which reduces 
the increase allocated to the water operations by the amount of the additional revenue needed to operate BASA 
and Brentwood. 
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closing of the record, the active parties submitted briefs according to the briefing schedule.  

I&E submitted its Main Brief on March 26, 2024 (I&E MB) as did the other active parties.  

I&E then submitted its Reply Brief on April 5, 2024 (I&E RB) as did the other active parties.     

 Finally, and as stated previously, on May 7, 2024, the ALJs issued a Recommended 

Decision.  Although I&E supports several aspects of the ALJs’ well-reasoned 

recommendations, I&E requests that the Commission revise the RD in response to the 

exceptions and arguments raised by I&E as set forth below.    

II.  EXCEPTIONS  

A. I&E Exception No. 1: The ALJ erred in concluding that the appropriate 
return on equity (ROE) could be arrived at by averaging the I&E 
discounted cash flow (DCF) and I&E capital asset pricing model (CAPM) 
results.  R.D. at 167-169.      

 In the RD, ALJs Coogan and Pell- recommended a 9.45% ROE.  To arrive at this 

recommendation, the ALJs erroneously recommend a ROE that “…is the average of the 

results of I&E’s DCF and CAPM analyses,” of 8.45% and 10.44% respectively.3  The ALJs 

explain that they agree with PAWC that relying on the DCF alone is not appropriate.4  They 

state that they believe that I&E witness Patel does not persuasively explain how his CAPM 

results were used as a comparison.5  However, the ALJs believe the I&E specific DCF and 

CAPM models should be used to determine PAWC’s ROE.6   

 The ALJ’s determination that the I&E DCF and CAPM calculations should be relied 

upon demonstrates that the I&E calculations are reasonable and reliable. It flows, therefore, 

that if the I&E calculations are reasonable and reliable they should be used to calculate the 

 
3  RD, p. 167. 
4  RD. p. 167. 
5  RD, p. 168. 
6  RD, p. 168. 
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Company’s ROE.  I&E disagrees, however, that it was appropriate to calculate the average of 

the I&E DCF and CAPM to determine the ROE and instead recommend that the Commission 

utilize the 8.45% DCF ROE.   

 The RD explains in detail why the I&E DCF and CAPM analyses were appropriate.7  

Additionally, I&E witness Patel gave no specific weight to his CAPM results because of his 

concerns that unlike the DCF, which measures the cost of equity directly by measuring the 

discounted present value of future cash flows, the CAPM measures the cost of equity 

indirectly and can be manipulated by the time period used.  However, I&E submits that for 

purposes of providing another point of comparison, the 10.44% CAPM analysis confirms the 

reasonableness of I&E witness Patel’s 8.45% ROE under his DCF calculation.  The CAPM is 

forward-looking and is based on the concept of risk and return, however, it does have flaws 

that discount its use as primary determinant of the ROE.  I&E witness Patel gave no specific 

weight to his CAPM results because of his concerns that unlike the DCF, which measures the 

cost of equity directly by measuring the discounted present value of future cash flows, the 

CAPM measures the cost of equity indirectly and can be manipulated by the time period 

used.   

 In this proceeding, the ALJs have essentially given the CAPM 50% weight by 

averaging the DCF results and the CAPM results together.  This is inappropriate.  Given the 

flaws of the CAPM there is simply no way to appropriately give the results weight apart from 

the comparison Mr. Patel performed.  The flaws of the CAPM results can be seen because at 

the ALJs pointed out, I&E’s appropriate DCF analysis and appropriate CAPM analysis are 

 
7  RD, pp. 168-169. 
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nearly 200 basis points apart.  This highlights the concern I&E raises about the CAPM 

overstating the rate of return. It is clear that the DCF methodology has widespread regulatory 

acceptance and it the most accurate method for calculating the ROE.  To average the results 

of those two methods together to determine the ROE is largely comparing apples to oranges.  

You cannot average together the results of two separate methods and expect to get an 

accurate result, which is why I&E does not do so.   

 Therefore, I&E continues to assert that the Commission should rely primarily on the 

I&E DCF analysis and grant the Company a return on equity of 8.45% and utilize the I&E 

results of the CAPM as simply a comparison to the accuracy of the DCF.   

B. I&E Exception No. 2: The ALJ erred in recommending the Commission 
award an upward adjustment of 10 basis points to PAWC’s ROE in 
recognition of PAWC’s business risk and management performance.  
R.D. at 183-184.    

 In the Recommended Decision, the ALJs state “…the willingness to answer calls for 

aid to other water and wastewater providers shows that PAWC is doing more than is required 

under Section 1501 of the Code.”8  They go on to explain, however, that PAWC’s testimony 

supporting the Company’s requested 25 basis point adder are more reflective of PAWC 

simply complying with its legal obligations and the significant amount of criticism voiced by 

customers at the public input hearings shows that a 25 basis point adder is not warranted.9  

As a result, they conclude that a 10 basis point upward adjustment for management 

performance and business risk is appropriate.10    

 
8  RD, p. 184. 
9  RD, p. 184. 
10  RD, p. 184. 
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 As recently explained by the Commission in Columbia Gas 2021:  

[The ALJ] agreed with I&E, the OCA, and the OSBA that 
Columbia failed to provide sufficient evidence to support its 
proposal for an additional twenty-basis points for “strong 
management performance.”  The ALJ reasoned that while 
effective operating and maintenance cost measures should flow 
through to ratepayers and/or investors, Columbia’s proposal 
defeats the purpose of cutting expenses to benefit ratepayers, 
particularly during a pandemic when so many ratepayers have 
experienced reduced household income from job loss or 
reduction in hours.  Therefore, the ALJ recommended that no 
upward management effectiveness adjustment be made to the 
Company’s cost of equity.11 
 

Similarly, here, the cost cutting measures that would be implemented by PAWC and passed 

along to ratepayers, as they should be, would effectively be eroded by awarding PAWC a 

management performance adder.  All the benefits will essentially flow only to PAWC which 

has now, not only cut its costs, but adding extra expense to ratepayers who are expected to 

support this inflated return. 

 It must be recognized that the Company passes on capital expenditures related to 

these acquisitions to its ratepayers via rate base or it can utilize a DSIC for capital 

expenditure recovery.12  If the Company is as effective at controlling operating and 

maintenance costs those savings should flow through to ratepayers and/or investors, but 

through this adder, the claimed savings to the ratepayers would likely be offset by the 

addition of basis points for management performance as ratepayers would have to fund the 

additional costs.  This would defeat the purpose of cutting expenses to benefit ratepayers.   

 
11  Pa. P.U.C. v. Columbia Gas of Pa., Inc., Docket No. R-2020-3018835, p. 134 (Order entered February 19, 

2021). 
12  I&E Statement No. 2, p. 71. 
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 While PAWC has certainly acquired many small and potentially less viable water and 

wastewater systems, again, the associated costs are born by their ratepayers.  It is not as if 

PAWC is not gaining any benefit from these acquisitions, and it is not as if ratepayers are not 

incurring rate increases as a result of these acquisitions.   

 The ALJs rely heavily on the Commission’s recent decision in the Aqua base rate 

case for their recommendation that PAWC be awarded 10 basis points for management 

performance.  I&E acknowledges that in the most recent Aqua Pennsylvania base rate case 

the Commission granted Aqua an award of 25 basis points for management performance.13  

Therein, the Commission explained: 

Based upon our informed judgment, which includes 
consideration of a variety of factors (emphasis added) including 
increasing inflation leading to increases in interest rates and 
capital costs since the rate filing, we determine that a base ROE 
of 9.75% is reasonable and appropriate for Aqua. When 
combined with our upward adjustment of 25 basis points to the 
Company’s ROE for management effectiveness, this will produce 
a final authorized ROE for Aqua of 10.00% (i.e., 9.75% + 0.25% 
= 10.00%).14 
 

However, the Commission explained that the additional 25 basis points were appropriate 

given that “…Aqua carries a roster of large and complex emergency aid matters unlike any 

other Pennsylvania utility.”15  Beyond the fact that the ALJs ignore the Commission’s 

determination that Aqua’s roster of emergency aid matters is unlike that of any other utility 

in Pennsylvania, their recommendation also fails to reflect the fact that this is PAWC’s third 

requested rate increase in 4 years, and that in February 2021, February 2022, and January 

 
13  Pa. P.U.C. v. Aqua Pa., Inc., Docket Nos. R-2021-3027385 and R-2021-3047386 (Order entered May 16, 2022). 
14  Id. at 178. 
15  Id. at 173 (emphasis added). 
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2023, PAWC’s customers have experienced an increase in their rates.  The management 

performance adder, if granted, is one more cost these customers must bear and should not be 

permitted without very good reason. 

 Without a sound reason beyond PAWC acquiring systems, which its ratepayers then 

pay for, I&E continues to believe that no business risk or management performance adder is 

appropriate.   

C. I&E Exception No. 3: The ALJs erred in adopting OCA’s proposed 
methodology for revenue allocation of the Act 11 subsidy.  R.D. at 224-
227.    

 The Company recommended that $71 million of wastewater costs be allocated to 

water customers under Act 11.  The ALJs disagreed with the Company’s recommendation 

and instead adopted OCA’s proposal.  Regarding the OCA approach to the Act 11 subsidy, 

the ALJs state:  

The OCA’s approach constitutes a reasonable balance that will 
afford some rate relief to PAWC’s wastewater customers while 
still moving Wastewater SSS and CSS rates closer to their cost of 
service without excessively burdening PAWC’s water customers.  
 
We further agree with OCA’s recommendation that 75% of the 
Wastewater SSS revenue requirement increase and 50% of the 
CSS Wastewater revenue requirement increase be assigned to 
water customers. While this will result in more substantial rate 
increases for WW CSS customers like those in Scranton, we 
agree this is more reasonable than the Company’s 0% increase.16 
 

I&E continues to recommend the Commission adopt I&E’s Act 11 subsidy 

adjustment.  The RD does not persuasively explain why the OCA approach would be more 

reasonable than the other Act 11 subsidy recommendations proposed in this proceeding.  As 

 
16  RD, p. 227. 
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such, I&E notes that the reasonableness of its recommended approach has been demonstrated 

and should be adopted.   

I&E witness Kubas was able to effectively eliminate the Act 11 subsidy, while not 

unreasonably burdening any other customer classes with increases that would cause rate 

shock.  I&E witness Kubas applied his knowledge and experience in rate making design and 

revenue allocation to craft a rate design that both respects cost of service principles and is in 

the public interest.     

 In fact, the methodology related to the Act 11 subsidy is the same methodology as 

Mr. Kubas applied in the recent Aqua base rate case, which was accepted by this 

Commission.17  In that order, the Commission also recognized that any scale back of water 

rates must first be applied to the Act 11 allocation.18   

D. I&E Exception No. 4: The ALJs erred in rejecting I&E’s 
recommendation to increase rates for the York Bulk customers.  R.D. at 
224-227.    

 I&E recommended increasing rates for York Bulk Customers by approximately 50%.  

I&E explained that it is at best speculative that these customers have competitive 

alternatives, and, as a result, they should be paying a rate much closer to the cost to serve.   

Under present rates, the York Bulk Customers receive a subsidy from the other 

customers of $9,879,620 and contribute $7,702,598 of revenue.19  The Company has not 

provided sufficient evidence to demonstrate these customers have a competitive alternative, 

and without that information, the rates must be increased to move these customers close to 

 
17  Pa. P.U.C. v. Aqua Pa., Inc., Docket Nos. R-2021-3027385 and R-2021-3027386 (Order entered May 16, 

2022), p. 226. 
18  Id.  
19  I&E Statement No. 3, p. 49. 
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their cost to serve.  Accordingly, I&E recommended that the subsidy decrease and, after 

applying Mr. Kubas’ suggested rate design, the York Bulk Customers continue to receive a 

significant subsidy of $7,999,227.20   

The ALJs claim that PAWC witness Aiton’s testimony provides assurance that there 

is a competitive alternative:21  

In the proceeding for approval of PAWC’s acquisition of the 
York wastewater system at Docket Nos. A-2021-3024681 et al. 
(“Acquisition Proceeding”), the York Bulk Customers opposed 
the transaction and testified that [they] were planning for a 
competitive alternative to bulk treatment service from PAWC. As 
witnesses for the York Bulk Customers explained in their 
testimony in the Acquisition Proceeding and discussed in detail 
by Company witness Bernard D. Grandusky in Statement No. 7-
R submitted on August 19, 2022 in PAWC’s 2022 rate case, 
unless PAWC entered into the Bulk Agreements on the terms and 
rates set forth in those contracts, each of the York Bulk Customers 
would leave the York system after PAWC’s acquisition and 
pursue alternative treatment.22 
 

The Company’s claims concerning the viable competitive alternative are, in I&E’s view, 

unsupported.  As described by I&E, the Company failed to describe the alternative, and 

failed to provide the fixed costs or variable costs these customers would incur to utilize the 

alternative.23  Further, as explained by I&E having an alternative is entirely different than 

having an alternative that is both viable and competitive.24 

 The Company has had ample opportunity to evidence of the competitive alternative 

but has not.  Instead, the Company has continued to ask the Commission to rely on the 

customer’s threat that they will leave the system.  If a viable competitive alternative exists, 

 
20  Id. at 53. 
21  RD, p. 257. 
22  RD, pp. 256-257. 
23  I&E St. No. 3, p. 48 and St. No. 3-RS, pp. 31-32. 
24  I&E RB, p. 34. 
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the Company must show just exactly what that alternative is because the cost to serve York 

Bulk Customers is allocated to other PAWC customers.  As a result, something more than an 

unsubstantiated threat to leave the system should be necessary in order for that subsidy to be 

imbedded in rates.  Accordingly, I&E asserts the Commission should reject the ALJs’ 

recommendation and approve the York Bulk rates as proposed by I&E witness Kubas. 

E. I&E Exception No. 5: The ALJs erred in PAWC’s scale back of rates 
recommendation.  R.D. at 271-272.    

 In the RD, the ALJs state “[a]dopting the Company’s proposal to proportionately 

reduce the water and wastewater revenue requirements and the proposed amount of 

reallocation from wastewater to water under Act 11 would be an equitable scale back while 

still allowing for some rate relief for wastewater customers under Act 11.”25 

 The RD fails to explain why this approach should be adopted and ignores the 

precedent set in the recent Aqua base rate case.  Therein, the Commission explained that a 

scale back of water rates should first reduce the Act 11 subsidy.26  I&E’s customer cost 

analysis, customer charge, and scale back proposals are based on sound Commission 

ratemaking policies and precedent and should be adopted in total.  A reiteration of the I&E 

scale back is below. 

 Regarding the water scale back of rates, as explained above, the first step that must be 

completed is to determine the revenue requirements and scale backs of the wastewater 

operations.  The wastewater operations revenue requirement must be set first because that will 

determine the amount of revenue requirement that must be allocated to Water Operations under 

 
25  RD, p. 271. 
26  Pa. P.U.C. v. Aqua Pa., Inc., Docket Nos. R-2021-3027385 and R-2021-3027386 (Order entered May 16, 

2022), p. 226. 
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Act 11.  However, as explained below, I&E disagrees with the revenue requirements 

recommended by the ALJs for both water and wastewater operations.  Once the wastewater to 

water allocation is determined, then the full water operations revenue requirement will be 

known, and those rates can be scaled back.  I&E recommends that any scale back be netted 

against the subsidy the Commission determines for the wastewater operations.   

 For water operations, both the usage rates and customer charges be decreased to produce 

the revenue level the Commission approves.  Because the $20.00 per month customer charge is 

based upon the direct customer cost, any reduction in any of the ratemaking inputs by the 

Commission would reduce the inputs used in the customer cost analysis that was used to 

determine the $20.00 per month customer charge.  The Commission recently reaffirmed its 

commitment to including the customer charge in the scale back of rates in the PGW 2023 base 

rate case.27  

Regarding wastewater SSS operations, any subsidy from water customers should be 

first eliminated.  That way, water customers will not subsidize any of the SSS Operations. 

The scale back should start with the Zone 1, 2, and 5 Residential usage rate, reducing it to 

achieve the desired level of increase together with a reduction in the Non-Residential usage 

rate proportional to the percentage increase that I proposed for each rate under the full 

increase.  For example, if the general Residential usage rate is scaled back 50%, the 

Residential usage rate would increase 15.05% (30.1% X 50%).  The increase in the general 

Non-Residential usage rate should be approximately 24.9% (49.8% X 50%).  This will keep 

the total increase in the Residential class and No-Residential class relatively proportional.  

 
27  Pa. P.U.C. v. Phila. Gas Works, Docket No. R-2023-3037933, pp. 157 and 166 (Order entered November 9, 

2023). 
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The Special Commercial rate of $2.350 per hundred gallons for Cleveland Cliffs and Victory 

Brewing should be similarly scaled back based upon the 67.9% increase shown on I&E Ex. 

No. 3, Sch. 3, p. 1, line 11.  The Special Commercial flat monthly charges shown on I&E Ex. 

No. 3, Sch. 3, p. 1, lines 13-16 and line 18 should also be similarly scaled back.  The Non-

Residential flat rate of $150.00 per month should not be scaled back since it is below the 

average bill of a Non-Residential customer.  The special customer charge of $465.50 per 

month should not be scaled back because the increase is only 10.0%.28  The usage rates for 

Caln, West Brandywine, the VA, and St. Lawrence should not be scaled back because the 

rates are below the corresponding usage rate in Zone 1.29  The customer charge and usage 

rate paid by Rainbow Washhouse where the usage rate that I&E proposes is below the 

present Commercial usage rate, should not be scaled back.30 

In Zones 7 and 9, the general usage rates should not be scaled back since they are 

below the Zone 1 usage rate.  The Zone 8 Residential and Commercial flat charge can be 

made the same as the corresponding Zone 1 flat charge.  However, the Butler Township flat 

rate of $40.00 per month and the Zone 9 flat rate of $75.00 should not be scaled back 

because they are below the $132.00 per month flat rate proposed by I&E in Zone 1.  The 

Bulk rates for the York Bulk customers and the Bulk rates in Royersford should not be scaled 

back since the revenue received from these classes is so far below the cost to provide service 

to these classes.31   

 
28  I&E Ex. No. 3, Sch. 3, p. 1, line 19. 
29  I&E Ex. No. 3, Sch. 3, p. 1, lines 20-21. 
30  I&E Ex. No. 3, Sch. 3, lines 35-38. 
31  I&E Ex. No. 3, Sch. 3, p. 2, line 1-21. 
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Regarding CSS operations, I&E recommends that the customer charges not be scaled 

back.  In Zone 4, the charge decreased, thus no further decrease is appropriate.   

Regarding Residential flat rate customers in CSS operations, I&E witness Kubas 

recommends that the Residential flat rate be adjusted downward based upon the final average 

Residential Zone 1 bill established when rates are scaled back.  The scale back should start 

with the Zone 3, 4, and 6 Residential, reducing the usage rate to achieve the desired level of 

increase together with a reduction in the Non-Residential usage rate proportional to the 

percentage increase that Witness Kubas proposed for each rate under the full increase.  For 

example, if the general Residential usage rate is scaled back 50% which would result in the 

general Residential usage rate increasing 11.7% (23.4% X 50%).  The increase in the general 

Non-Residential usage rate should be approximately 24.7% (49.4% X 50%).32  This will 

keep the total increase in the Residential class and No-Residential class relatively 

proportional.  Finally, the Bulk rates in Zone 6 should not be scaled back since they are not 

being increased.33 

As noted above, the I&E scale back recommendation is based on sound ratemaking 

principles and Commission precedent, which states that a scale back should first be applied 

to the Act 11 subsidy.   

Therefore, I&E asks that the Commission grant this exception and approve the I&E 

recommended scale back in determining the rate design for PAWC water and wastewater 

rates. 

 
32  I&E Ex. No. 3, Sch 17, lines 2 and 5. 
33  I&E Ex. No. 3, Sch 17, lines 22-24. 
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F. I&E Exception No. 5: The ALJs did not address whether the wastewater 
rates contained in the I&E Main Brief, Appendix B, pp. 2-6 are adopted 
in total.     

 There were various aspects of the I&E wastewater rate design that were not addressed 

in the RD.  One such is example is on page 247 of the RD where the ALJs state that PAWC 

proposes the Commission reject Mr. Kubas’ recommended charges for unmetered rates.34  

The RD, however, remains silent on the ultimate resolution of this issue.  Therefore, to 

clarify any such issues, in conjunction with granting the I&E exceptions noted above related 

to rate design, I&E requests the Commission affirmatively adopt I&E’s wastewater rate 

design in total as shown in Appendix B of the I&E Main Brief. 

 The rates proposed by I&E all serve to move customers closer to their cost to serve 

and represent reasonable increases; therefore, I&E’s recommended rates should be adopted 

in total. 

G. I&E Exception No. 5: The ALJs erred in recommending a maximum 
water revenue increase of $92.6 million and a maximum wastewater 
revenue increase of $11.5 million.  R.D. at 1.    

 Because of the flaws in the ALJs’ reasoning detailed above, the ALJs arrived at an 

erroneous revenue increase for PAWC that will result in unjust and unreasonable rates for its 

customers.   

I&E’s presentation of expert witness testimony demonstrates that PAWC should 

receive a revenue increase of no more than $56,050,684.35  Broken down further, this 

represents an increase of $29,343,583 to PAWC water operations; an increase of 

 
34  RD. pp. 247-248. 
35 I&E St. No. 1-SR, p. 14. 
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$19,925,077 to PAWC Wastewater Sanitary Sewer Systems (SSS)operations; and an 

increase of $6,782,024 to PAWC Wastewater Combined Sewer Systems (CSS) operations.36   

Adjusting the ROE to the more appropriate I&E recommendation of 8.45% and 

adjusting the Act 11 subsidy to the I&E recommendation will correct two major flaws in the 

ALJ analysis and adjust the revenue increase to a more appropriate level.  These adjustments 

combined with adopting the I&E’s proposed rate design for both water and wastewater, will 

allow for both the appropriate return for PAWC and just and reasonable rates for PAWC 

ratepayers. 

III.  CONCLUSION  

 Wherefore, for all the foregoing reasons, the Bureau of Investigation and 

Enforcement respectfully requests that the Recommended Decision of Deputy Chief 

Administrative Law Judge Christopher P. Pell and Administrative Law Judge John M. 

Coogan, issued on May 7, 2024, be modified as recommended above in the Exceptions 

proposed by the Bureau of Investigation and Enforcement.     

Respectfully submitted, 
 
 
 
 

Carrie B. Wright 
Prosecutor 
Bureau of Investigation & Enforcement 
PA Attorney ID No. 208185  

 
Dated: May 17, 2024   
 

 
36  I&E St. No. 1-SR, pp. 10-13. 
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