June 17, 2024

The Honorable Darlene Heep The Honorable Marta Guhl
Administrative Law Judge Administrative Law Judge

Pennsylvania Public Utility Commission Pennsylvania Public Utility Commission
801 Market Street, Suite 4063 801 Market Street, Suite 4063
Philadelphia, PA 19107 Philadelphia, PA 19107

Re:  Pennsylvania Public Utility Commission v. PECO Energy Company-Gas Division /
Docket No. R-2024-3046932

Dear Judge Heep and Judge Guhl:

Enclosed please find the Direct Testimony of Mark D. Ewen, labelled OSBA Statement
No. 1 and associated Exhibits IEc-1 and IEc-2, on behalf of the Office of Small Business
Advocate (“OSBA”), in the above-captioned proceeding.

Copies will be served on all known parties in this proceeding, as indicated on the attached
Certificate of Service.

If you have any questions, please do not hesitate to contact me.
Sincerely,
/sl Steven C. Gray
Steven C. Gray
Senior Attorney

Assistant Small Business Advocate
Attorney ID No. 77538

Enclosures
cc: PA PUC, Secretary, Rosemary Chiavetta (Cover Letter and Certificate of Service Only)
Mark D. Ewen

Parties of Record


http://www.osba.pa.gov/

BEFORE THE
PENNSYLVANIA PUBLIC UTILITY COMMISSION

Pennsylvania Public Utility Commission
v. : Docket No. R-2024-3046932

PECO Energy Company — Gas Division

CERTIFICATE OF SERVICE

I hereby certify that true and correct copies of the foregoing have been served via email
(unless otherwise noted below) upon the following persons, in accordance with the requirements

of 52 Pa. Code § 1.54 (relating to service by a participant).

The Honorable Darlene Heep
Administrative Law Judge

Pennsylvania Public Utility Commission
801 Market Street, Suite 4063
Philadelphia, PA 19107

dhee a.gov

sdelvillar@pa.gov

Erin L. Gannon, Esquire

Gina L. Miller, Esquire

Jacob D. Guthrie, Esquire

Office of Consumer Advocate
555 Walnut Street

Forum Place, 5th Floor
Harrisburg, PA 17101-1923
OCAGASPECO2024@paoca.org

Carrie B. Wright, Esquire

Bureau of Investigation & Enforcement
400 North Street

Commonwealth Keystone Building
Harrisburg, PA 17120
cwright@pa.gov

The Honorable Marta Guhl
Administrative Law Judge

Pennsylvania Public Utility Commission
801 Market Street, Suite 4063
Philadelphia, PA 19107

mguhl@pa.gov

Anthony E. Gay, Esquire

Jack R. Garfinkle, Esquire
Brandon J ierce, Esquire
Adesola K Adegbesan, Esquire
PECO Energy Company

2301 Maret Street

Philadelpha, PA 19103
anthony.gay@exeloncorp.com
jack.garfinkle(@exeloncorp.com
brandon.pierce@exeloncorp.com
adesola.adegbesan@exeloncorp.com

Kenneth M. Kulak, Esquire

Mark A. Lazaroff, Esquire

Brooke E. McGlinn, Esquire
Catherine G. Vasudevan, Esquire
Morgan, Lewis & Bockius LLP
2222 Market Street

Philadelphia, PA 19103
ken.kulak@morganlewis.com
mark.lazaroffl@morganlewis.com
brooke.mcglinn@morganlewis.com
catherine.vasudevan@morganlewis.com
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Charlotte E. Edelstein, Esquire
Joline R. Price, Esquire
Vikram A. Patel, Esquire
Robert W. Ballenger, Esquire

Community Legal Services, Inc.

1424 Chestnut Street
Philadelphia, PA 19102
cedelstein@clsphila.org
jprice@clsphila.org
vpatel@clsphila.org
rballenger@clsphila.org

Charles T. Joyce, Esquire
Samuel E. Shopp, Esquire
SPEAR WILDERMAN, P.C.
230 South Broad Street

Suite 1650

Philadelphia, PA 19102
ctjoyce@spearwilderman.com
sshopp@spearwilderman.com

DATE: June 17, 2024

Nicholas J. Enoch, Esquire
LUBIN & ENOCH, P.C.
349 North 4th Avenue
Phoenix, AZ 85003
nick@lubinandenoch.com

Charis Mincavage, Esquire
Adeolu A. Bakare, Esquire
Brigid Landy Khuri, Esquire
Rebecca Kimmel, Esquire
McNEES WALLACE & NURICK LLC
100 Pine Street

P.O.Box 1166

Harrisburg, PA 17108-1166
cmincavage@mcneeslaw.com
abakare(@mcneeslaw.com
bkhuri@mcneeslaw.com
rkimmel@mcneeslaw.com

/s/ Steven C. Gray

Steven C. Gray

Senior Attorney

Assistant Small Business Advocate
Attorney I.D. No. 77538
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	DIRECT TESTIMONY OF MARK D. EWEN
	1. Introduction and Context
	Q. Please state your name and briefly describe your qualifications.
	Q. What is the purpose of this testimony?.
	Q. Please summarize your current conclusions and recommendations.
	Q. How is your testimony organized?
	2.  Cost Allocation
	Q. What is a utility cost allocation study?
	Q. What purpose does the COSS serve in a utility rate proceeding?
	Q. Please describe the various rate classes used in the Company’s COSS.
	Q. Do you have any issues with the Company’s definition of rate classes for cost allocation purposes?
	Q. Turning to the issues of cost allocation methodology, what are the most important cost allocation issues for a natural gas distribution company (“NGDC”) like PECO Gas?
	Q. Please describe the basic issues involved in gas utility mains cost causation.
	Q. What are the more traditional approaches to mains cost classification?
	Q. Have you incorporated a customer component into your mains cost allocation in this proceeding?
	Q. If there are no customer component mains costs, what methods are in general use for allocating these cost?
	Q. Please review Commission precedent with respect to mains cost allocation methods.
	Q. Has the Company adopted the same method for allocating mains costs in this proceeding as in the 2020 and 2022 base rates cases?
	Q. Please explain how the Company quantitatively develops the A&E allocation factor.
	Q. Please explain how the Company allocates meters and services costs.
	Q. Do you have any concerns regarding the Company’s COSS?
	Table IEc-1
	Proposed Rates
	Current Rates
	98.6%
	97.9%
	GR
	103.0%
	103.0%
	GC
	173.6%
	213.7%
	L
	103.3%
	111.5%
	MV-F
	105.1%
	129.4%
	TS-I
	100.1%
	101.0%
	TS-F
	100.0%
	100.0%
	Total
	Source: IEc WP1
	3.  Revenue Allocation
	Q. What is revenue allocation?
	Q.  What are the primary economic and regulatory criteria for revenue allocation?
	Q. Are there customers or customer classes for which revenue allocation does not reflect allocated cost?
	Q. What does the Company propose for revenue allocation in this case?
	Q.  Is the Company’s proposal reasonable?
	Table IEc-2
	Summary of PECO Gas Proposed Revenue Allocation
	“Progress”
	R/C Proposed
	R/C Current
	Increase %
	Increase $000
	35.08%
	98.64%
	97.91%
	24.07%
	$78,623
	GR
	1.04%
	102.97%
	103.00%
	23.03%
	$28,251
	GC
	35.23%
	173.61%
	213.66%
	0.00%
	$0
	L
	71.05%
	103.32%
	111.46%
	14.04%
	$86
	MV-F
	82.51%
	105.14%
	129.39%
	0.00%
	$0
	TS-I
	91.41%
	100.08%
	100.95%
	22.01%
	$4,208
	TS-F
	100.0%
	100.0%
	23.12%
	$111,168
	Total
	Source: IEc WP1
	Q.  What is your alternative revenue allocation proposal?
	Table IEc-3
	Summary of IEc Alternative Revenue Allocation Proposal
	“Progress”
	R/C Proposed
	R/C Current
	Increase %
	Increase $000
	85.62%
	99.70%
	97.91%
	25.40%
	$82,974
	GR
	100.00%
	100.00%
	103.00%
	19.49%
	$23,900
	GC
	35.23%
	173.61%
	213.66%
	0.00%
	$0
	L
	71.05%
	103.32%
	111.46%
	14.04%
	$86
	MV-F
	82.51%
	105.14%
	129.39%
	0.00%
	$0
	TS-I
	91.41%
	100.08%
	100.95%
	22.01%
	$4,208
	TS-F
	100.0%
	100.0%
	23.12%
	$111,168
	Total
	Source: IEc WP1
	4.  Rate Design for Non-Residential Customers
	Q. What issues do you address regarding rate design for non-residential customers?
	Q. Please describe the Company’s proposal for the Rate GC tariff?
	Q. Do you agree with the Company’s proposed changes regarding differentiated customer charges?
	Q. Please explain the Company’s proposal to eliminate the current declining block structure for the Rate GC variable distribution charge.
	Q. Do you agree with the Company’s proposal to eliminate the declining commodity charges for the Rate GC class?
	Rate GC Design Alternative
	Source: IEc WP1, “GC Rate – PECO” and “GC Rate – Alternative” tabs. 
	4.2  Rate Differentials for Rate TS-F and Rate TS-I
	Q. Please review the issues involving rate differentials for the Company’s transportation service classes.
	Q. Do you have any concerns regarding the Company’s load factor analysis or proposed rate increases for TS-F customers?
	Q. Please address the tariff charge differentials within Rate TS-I for customers above and below 18 mmcf per year.
	5. Weather Normalization Adjustment Mechanism
	Q. What is the Company’s proposal for a weather normalization adjustment (“WNA”) mechanism in this proceeding?
	Q. Pursuant to Act 58 of 2018, the Commission’s Policy Statement at Docket No. M-2015-2518883 contemplates the consideration of full and partial rate decoupling mechanisms in Pennsylvania.20F  How does the WNA compare to broader rate decoupling mechan...
	Q. Are there general concerns about the working of WNA mechanisms.
	Q. Has the Company adopted mechanisms to minimize any of these problems.
	Q. Are there more general concerns about WNA mechanisms that the Commission should consider in evaluating the PECO Gas proposal?
	Q. What is your recommendation regarding the proposed WNA Mechanism?
	Q. Does this conclude your direct testimony?
	The Pennsylvania Commonwealth Court held that cost of service is “the polestar” criterion for assigning a utility rate increase among the various rate classes.22F    Parties to Pennsylvania base rates proceedings generally agree that this criterion i...




