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I. INTRODUCTION AND OVERVIEW

A. Description of the Company

I&E incorporates the description of the Company as set forth in the I&E Main Brief.!

B. Procedural History

I&E incorporates the procedural history as set forth in the I&E Main Brief and the
Joint Petition for Settlement.?

C. Overview of PECO’s Filing

I&E incorporates the overview of PECQO’s filing as set forth in the I&E Main Brief
and Joint Petition for Settlement.?

D. Overview of the Settlement

I&E incorporates the overview of the settlement as set forth in the I&E Main Brief.*

E. Legal Standards and Burden of Proof

I&E incorporates the legal standards and burden of proof as set forth in the I&E Main
Brief.®
II. SUMMARY OF ARGUMENT

As explained in the I&E Main Brief, most issues in this base rate case have been
settled and I&E requests the ALJ’s recommend and the Commission approve the Joint
Petition for settlement. The remaining issue for litigation relates to PECO’s request for a
weather normalization adjustment (WNA). Further, Local 614 of the International

Brotherhood of Electrical Workers (IBEW) has opposed the Settlement and suggests that

I&E MB, p. 1.
I&E MB, pp. 1-2.
I&E MB, p. 2.
I&E MB, p. 3.
I&E MB, pp. 3-4.
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PECO should be granted its full requested rate increase, subject to some minor adjustments.

Therefore, this brief addresses only certain recommendations related to the WNA and
IBEW’s position that PECO be granted its full requested rate increase subject to some slight
adjustments recommended by IBEW. As explained in the I&E Main Brief, I&E
recommends that if the WNA is approved for PECO, a 3% deadband be imposed. Further,
I&E recommends the ALJs’ recommend and the Commission adopt the Joint Petition for
Settlement and reject IBEW’s recommendation that PECO be granted its full requested rate
increase.

. WEATHER NORMALIZATION ADJUSTMENT

I&E continues to recommend that the Commission require PECO to impose a 3%
deadband on its WNA, if approved, as a WNA is a departure from traditional ratemaking in
that it allows the Company to actually adjust a customer’s base rate bill, which is calculated
based on Commission approved rates, outside the scope of a base rate case.

In Main Brief, PECO contends that rather than a 3% deadband, a 1% deadband would
be appropriate.® PECO states that a higher deadband limits the application of a WNA when
actual weather varies from normal, and thus undercuts the purpose of the WNA.” However,
I&E submits that the WNA with the 3% deadband is a reasonable provision because it
protects both the Company and customers from the effects of abnormal weather, which
cannot be predicted or controlled. Additionally, a 3% deadband maintains consistency with

the existing WNA’s of Columbia Gas, National Fuel Gas, and UGI Gas.® This standard

6 PECO MB, pp. 17-18.
7 PECO MB, p. 17.
8 I&E St.No. 3, p. 6.



established by the Commission removes the perceived arbitrary nature out of the deadband
by imposing a universal condition to the functioning of the WNA as utilized by other
investor-owned NGDCs. In deciding whether or not a 3% deadband was appropriate in a
2021 Columbia Order, the Commission agreed with the Administrative Law Judge’s finding
that “...the 3% deadband is a reasonable provision, because it allows for a range of what is
considered ‘normal’ weather in which the Company’s Commission-approved rates would be
applied without adjustment.”’

For the reasons mentioned above, I&E continues to maintain that if the WNA i1s
approved the 3% deadband is a reasonable provision because it serves to protect both the
Company and customers from the effects of abnormal weather, which cannot be predicted or
controlled. Therefore, I&E recommends that the 3% deadband be made a part of the
Company’s WNA. Further, I&E recommends the Company be required to provide a
schedule at the instant docket on August 1% that display the following information for the
April and May heating months: (1) actual HDD compared to the normalized HDD; (2) total
adjustment to revenue as a result of the April and May weather; (3) impact to the bill of an
average customer as a result of April and May weather; (4) the largest change to a customer
bill; and (5) the smallest change to a customer bill.

IV. CUSTOMER SERVICE REPRESENTATIVE ISSUES
I&E is not presenting any arguments specifically related to customer service

representative issues, however, as this was part of IBEW’s proposal, I&E reiterates that

PECO should not be granted its full requested rate increase subject to the IBEW adjustments,

®  Pa. P.U.C.v. Columbia Gas, Inc., Docket No. R-2020-3018835, pp. 264-265 (Order entered February 19,
2021).



and that, rather, the Commission should adopt the Joint Petition for settlement including all
terms therein as the appropriate resolution of this base rate proceeding.
V. IBEW PROPOSALS

While I&E is not addressing each individual issue raised by IBEW, I&E does address
IBEW'’s contention that PECO’s full requested rate increase, subject to some slight
adjustments by IBEW, is appropriate. In its Main Brief, IBEW contends that “[i]f PECO is
insufficiently funded to provide a competitive employment package, PECO will begin to face
a reduction in its highly skilled workforce...”! IBEW then states that the general purpose of
a rate increase is to ensure that a public utility receives a fair rate of return.!!

IBEW’s position is problematic for a variety of reasons. Inherent in IBEW’s
recommendation is the premise that because PECO asked for it, the amount of rate increase
requested is appropriate. This is simply not true as a variety of items requested in a base rate
case may not be appropriate for recovery for various reasons, whether it be that they are not
allowable by law, or they fall outside the fully projected future test year (FPFTY), or a
variety of other reasons. Further, while the appropriate rate of return is a component of a
base rate case, IBEW itself did not provide any rate of return analysis or any commentary on
what the appropriate rate of return for PECO would be. Therefore, to offer the premise that
the general purpose of base rate case is to determine the appropriate rate of return and imply
that granting the full requested increase would generate the appropriate rate of return is
imprudent with no analysis, or response to the other parties analysis, upon which to base this

recommendation.

10 IBEW MB, p. 5.
' IBEW MB, p. 9.



Additionally, PECO, by virtue of agreeing in settlement to a certain revenue level has
indicated that it believes it has the ability to provide safe and reliable service at that revenue
level. As PECO is required to provide safe and reliable service, it would not be appropriate
for PECO to agree to a revenue level that would not allow for the provision of safe and
reliable service. Therefore, it stands to reason that the revenue requirement PECO agreed to
is sufficient to meet its operating and hiring needs in order to meet its obligations under the
Public Utility Code.

IBEW seems to believe that the revenue requirement PECO requested in its filing
would all go to hiring a skilled workforce. This is simply untrue. PECO’s filing contained
requests for a variety of expense beyond hiring skilled employees. Both I&E and OCA
provided a detailed analysis of PECO’s ratemaking claims and revenue requirement,
including rate of return. IBEW provided no such analysis. In fact, the settled upon revenue
requirement is very close to the I&E litigation position'? on revenue requirement
demonstrating the reasonableness of the settlement.

As set forth and explained in the I&E Statement in Support of Settlement, the revenue
requirement agreed to by all parties, including PECO itself, is appropriate and adequate in
order for PECO to continue to provide safe and reliable service at reasonable rates.

VI. CONCLUSION

I&E recommends the Commission approve the Joint Petition for settlement of this

rate investigation and reject IBEW’s recommendation that PECO’s full requested rate

increase be granted subject to the adjustments identified by IBEW. Specifically regarding

12 1&E St. No. 1-SR, p. 4.



the WNA, I&E recommends the Commission require a 3% deadband if the WNA is

approved. Further, I&E recommends the Company be required to provide a schedule at the

instant docket on August 1* that display the following information for the April and May

heating months: (1) actual HDD compared to the normalized HDD; (2) total adjustment to

revenue as a result of the April and May weather; (3) impact to the bill of an average

customer as a result of April and May weather; (4) the largest change to a customer bill; and

(5) the smallest change to a customer bill.
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