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L. INTRODUCTION

Pursuant to 66 Pa. C.S. § 332(h) of the Public Utility Code and 52 Pa. Code §
5.535 of the Public Utility Commission regulations, the Bureau of Investigation and
Enforcement (“I&E”) of the Pennsylvania Public Utility Commission (“Commission’)
respectfully submits these Replies to Exceptions filed by the parties in response to the
Recommended Decision (“Recommended Decision” or “RD”’) of Administrative Law
Judges Jeffrey A. Watson and Chad Allensworth (the “ALJs”) issued on October 3, 2025.

On March 20, 2025, Columbia Gas of Pennsylvania, Inc. (“Columbia” or
“Columbia Gas” or “Company”) filed proposed Supplement No. 392 to Tariff Gas Pa.
P.U.C. No. 9 with the Pennsylvania Public Utility Commission. The Company proposed
increasing rates to produce additional overall annual revenues of $110.5 million per year,
a 12.0% increase in the overall distribution revenue requirement, to be effective
May 19, 2025.!

The parties to this base rate proceeding are Columbia; I&E; the Office of
Consumer Advocate (“OCA”); the Office of Small Business Advocate (“OSBA”); the
Coalition for Affordable Utility Services and Energy Efficiency in Pennsylvania
(“CAUSE-PA”); the Pennsylvania Weatherization Providers Task Force (“PWPTF” or
“Task Force”), and The Pennsylvania State University (“Penn State” or “PSU”).
Additionally, there were five formal complaints filed by Columbia ratepayers that were

consolidated into this proceeding.

! RD, p. 1.



The evidentiary hearing was convened as scheduled on August 6, 2025, and
concluded on August 7, 2025. Counsel for Columbia, I&E, OCA and OSBA appeared,
as well as counsel for PSU, CAUSE-PA, and Task Force. No individual Complainant
attended the evidentiary hearing.?

After the conclusion of the hearing and the closing of the record, the active parties
submitted briefs according to the briefing schedule. I&E submitted its Main Brief on
August 26, 2025 (“I1&E MB”) as did the other active parties. I&E then submitted its
Reply Brief on September 5, 2025 (“I&E RB”) as did the other active parties.

Then, on October 3, 2025, the ALJs issued their Recommended Decision.
Columbia Gas, OCA, and PSU all filed Exceptions to the Recommended Decision on
October 14, 2025. 1&E now files these Replies to Exceptions of Columbia Gas Nos. 1
through 20 (“Columbia Exceptions”); OCA Nos. 1 through 9 (“OCA Exceptions™);
PSU Nos. 1 and 2 (“PSU Exceptions”), and requests the Commission affirm the
Recommended Decision without modification.

II. I&E REPLIES TO EXCEPTIONS OF COLUMBIA GAS

I&E recommends that the Commission affirm the Recommended Decision and
reject the Columbia Gas Exceptions to the extent recommended below.

A. I&E Reply to Columbia Gas Exception No. 1. R.D. at 115.

Columbia erroneously argues that the RD’s recommendation disregarded the

traditional ratemaking formula and is unconstitutional and contrary to the record.?

2 RD, p. 8.
Columbia Exceptions, p. 4.



Further, Columbia erroneously argues that a commission decision rejecting any rate
increase would send shockwaves through the financial community.*

I&E argues that the ALJs correctly found that based on their careful and
exhaustive review of the substantial record evidence, the ALJs recommended that the
Commission deny Columbia’s proposed tariff in its entirety.> The ALJs correctly
concluded that Columbia failed to meet its burden of proof that the proposed rate
increase, rate design, and alternate rate mechanisms are in the public interest and will
result in just and reasonable rates consistent with the public utility code.® Ultimately, the
ALIJs correctly recommended that the Commission deny Columbia’s base rate request
and keep in place the rates, charges, and provisions having been previously approved.’

The ALJs correctly reasoned that since 2006, Columbia has filed twelve rate cases
yielding approved rate increases in excess of $487 million.® Further, Columbia’s WNA
pilot has produced approximately $74 million in additional revenues from Columbia
ratepayers subject to the WNA in the five most recent heating seasons.’ Finally, the
ALIJs correctly noted that when compared to other Pennsylvania jurisdictional natural gas
distribution companies, Columbia has the highest average monthly bill for a residential

heating customer using 73.7 Ccf/month.!® One could argue Columbia has been sending

© ® 9 o u A
~
IS



shock waves through the ratepaying public for years. Therefore, the Commission should
reject Columbia Exception No. 1.

B. I&E Reply to Columbia Gas Exception No. 2. R.D. at 2.

Columbia erroneously argues that the ALJs unlawfully recommended that the
effective date of rates be delayed after the end of the statutory suspension period. !
Columbia argues that the ALJs recommendation is contrary to law and would be
reversible error if adopted.'? In support of its argument, Columbia cites to the 1982 Bell
Telephone Co. v. Pa. PUC"> Commonwealth Court decision.'*

I&E argued that Columbia’s convoluted logic proffered to support their argument
is not supported by any precedent and the 1982 case they cite to support their position is
woefully outdated and inapplicable having been decided decades prior to the
implementation of the Fully Projected Future Test Year (“FPFTY”) as a ratemaking
mechanism.'> Act 11 of 2018 amended Section 315(¢e) of the Public Utility Code'® to
include the use of the FPFTY as a mechanism that a public utility can select to meet their
Section 315 burden of proof. Further, Section 315(e) clearly states ... or a fully

projected future test year, which shall be the 12-month period beginning with the first

month that the new rates will be placed into effect.”!” The ALJs correctly concluded

1 Columbia Exceptions, p. 8.

12 Id,p.8.

13 452 A.2d 86 (Pa. Cmwlth 1982), aff’d 482 A.2d 1272 (Pa 1983).
14 Columbia Exception, p. 9.

15 I&E MB, pp. 58-59; I&E RB, pp. 32-35.

16 See 66 Pa. C.S. § 315(¢e) as amended.

17 66 Pa. C.S. § 315(e) (emphasis added).



“that Columbia’s new rates become effective the first day of the fully projected future test
year (FPFTY), January 1, 2026.”!8 Therefore, I&E recommends that the Commission put
an end to Columbia’s archaic logic in this proceeding to prevent other utilities from
attempting to make this argument and reject Columbia’s Exception No. 2.

C. I&E Reply to Columbia Exception No. 3. R.D. at 204.

Columbia erroneously argues that the ALJ’s recommendation to disallow 70% of
Columbia’s cash-based incentive compensation disregards long established precedent.!®

In reply, I&E offers that the ALJs correctly considered the testimony of OCA
witness Mr. Mugrace and therefore the Commission should reject Columbia’s Exception
number 3.2

D. I&E Reply to Columbia Exception No. 4. R.D. at 206.

Columbia erroneously argues that the ALJ’s recommendation to disallow 70% of
Columbia’s stock-based incentive compensation disregards long established precedent.?!

In reply, I&E offers that the ALJs correctly considered the testimony of OCA

witness Mr. Mugrace and therefore the Commission should reject Columbia’s Exception

No. 4.%2

18 RD, p. 2. See also RD, pp. 679-680, Ordering Paragraphs 3-4.
19 Columbia Exceptions, p. 9.

20 See RD, pp. 202-205.

21 Columbia Exceptions, pp 10-12.

22 See RD, pp. 205-208.



E. I&E Reply to Columbia Exception No. 5. R.D. at 209.

I&E does not offer a reply to Columbia Exception No. 5 other than the RD
correctly relied on the testimony of OCA witness Mr. Mugrace.??

F. I&E Reply to Columbia Exception No. 6. R.D. at 226.

Columbia erroneously argues that the RD incorrectly disallows Chambers of
Commerce and Energy Association of Pennsylvania membership dues.?*

I&E offers that the ALJs correctly relied on the testimony of OCA witness
Mr. Mugrace.? Therefore the Commission should reject Columbia Exception No. 6.

G. I&E Reply to Columbia Exception No. 7. R.D. at 232.

Columbia erroneously argues that the RD errored in denying recovery of
Energy Assistance Team costs.?°

I&E argues that the RD correctly relied on the substantial record evidence
presented by I&E.?” Therefore the Commission should reject Columbia Exception No. 7.

H. I&E Reply to Columbia Exception No. 8. R.D. at 240.

I&E offers no reply to Columbia Exception No. 8.

I. I&E Reply to Columbia Exception No. 9. R.D. at 337, 348, 350.

Columbia argues that the Commission should establish a return on equity

consistent with I&E’s recommended 10.51%.28

23 RD, pp. 209-210.

24 Columbia Exceptions, pp. 12-14.
25 RD, pp. 226-227.

26 Columbia Exceptions, p. 14.

2 RD, pp. 223-224.

28 Columbia Exceptions, p. 15.



To the extent a reply is necessary, I&E agrees with the RD’s reasoning and
recommendations regarding the overall rate of return and return on equity.?® Further,
I&E continues to agree with the RD that the record does not support the awarding of any
management performance points.>°

J. I&E Reply to Columbia Exception No. 10. R.D. at 394.

The RD recommends adoption of Columbia’s allocated cost of service study
without mains.?! Nevertheless, Columbia argues that the RD does not recommend a
specific revenue allocation proposal.*?

I&E notes that the RD states “we recommend that the Company’s customer cost
analysis, that does not include the cost of mains, should be utilized in this proceeding;
and, the Company’s customer cost analysis that includes the cost of mains should not be
considered.”* Otherwise, I&E does not offer a reply to Columbia Exception No. 10.

K. I&E Reply to Columbia Exception No. 11. R.D. at 397.

Columbia erroneously argues that the ALJs’ analysis of the issues related to
Columbia’s proposal to increase fixed residential charge by more than 85% is “flawed”,
does not consider cost of service principles and does not properly evaluate the merits of

arguments made by I&E, OCA and CAUSE-PA.>* However, this argument disregards

2 RD, pp. 337-338, 350-351.

30 RD, pp. 348-350.

31 Columbia Exceptions, p. 17.

32 Id.

3 RD,p.39%.

34 Columbia Exceptions pp. 18-22.



the valid concerns raised by other parties and violates the established principles of
gradualism.

As the ALJs correctly highlighted, Columbia’s proposed increase in residential
customer charge, as numerous parties have argued, is a significant increase in what is
already the highest such charge among NGDCs in the Commonwealth.?> While an
increase in the fixed customer charge (and correspondingly decreased volumetric
charges) could result in savings above a certain threshold of gas usage, doing so would be
contrary to the Commission’s goal of fostering energy conservation and reduce the
agency of the customer, as their efforts to reduce usage would have a lower impact.3°
Furthermore, the ALJs correctly reason that mains and uncollectables should be excluded
from any customer cost analysis, and that Columbia’s extraordinary proposed increase
puts customers at risk for rate shock, as such a significant increase would violate the
principle of gradualism.?’

I&E asserts that the ALJs properly considered the evidence and arguments of all
parties in reaching their recommendation to deny the proposed increase, or alternatively
noting that any increase in such a charge should be based on the Peak and Average
allocated cost of service study (P&A ACOS).

I&E replies that the ALJs provided an extensive discussion of cost-of-service, rate

structure, and rate design.*® More specifically, as part of its lengthy discussion, the RD

33 RD p. 365, 378, 383-84.

36 See I&E Statement No. 3 pp. 44-46.
3 RDp. 399.

3 See RD, pp. 351-402.



states “accordingly, we agree with OCA and I&E and recommend that the residential
customer charge increase proposed by the Company be rejected and that the customer
charges for rate classes RS, RDS, and RC2 stay at the current rate of $17.25.7%
Therefore, the Commission should reject Columbia Exception No. 11.

L. I&E Reply to Columbia Exception No. 12. R.D. at 489.

Columbia erroneously argues that the ALJs mischaracterize aspects of Columbia’s
WNA and argues that the Commission should approve a permanent WNA.%° However,
much of Columbia’s exception argument concerns relatively minor factors and
suggestions that their program should be approved based on the programs accepted by
other utility companies.*! Columbia also erroneously argues that the Commission should
not consider the ALJ recommended alternatives proposed by I&E and CAUSE-PA.#?

However, as argued by I&E in both testimony*® and briefing**, the WNA pilot
program in this case should not be made permanent based on multiple Commission
Issued policy questions, as the WNA does not properly align revenues with cost causation
principles, inappropriately shifts costs to lower income customers and is generally too
complex and confusing to customers. The ALJs also recommended modifications
proposed by I&E and CAUSE-PA should the Commission decide to allow the WNA to

continue, including modifications to what months utilize the WNA, shortening the period

39 RD, p. 397.

40 Columbia Exceptions, pp. 22-23.

a0 Columbia Exceptions, pp. 23-25.

42 Columbia Exceptions, p. 25.

43 See I&E St. No. 3, pp 10-21, I&E St. No 3-SR pp. 8-16.
M I&E Main Brief pp 66-69.



of time used to determine normal heating degree days to 10 years, and increasing the
deadband to 5%.%

I&E asserts that the ALJs properly considered the evidence and arguments of all
parties in reaching their recommendation to end the WNA pilot program and not make
the WNA permanent, or alternatively to make such changes as proposed by I&E and
CAUSE-PA. Therefore, the Commission should reject Columbia Exception No. 12.

M. I&E Reply to Columbia Exception No. 13. R.D. at 647.

Columbia erroneously argues that their proposed Economic Development
Distribution Service rate class should be approved to allow Columbia to potentially serve
extremely large load customers such as data centers.*® However, in addition to being
premature given the pending Commission policy decisions,*” Columbia’s argument
ignores the concerns raised by I&E, OCA and CAUSE-PA. The ALIJs properly
recognized these concerns, including arguments by I&E regarding jurisdictional issues,
risk of improper subsidization by customers outside the proposed class as well as
stranded cost issues related to transmission between jurisdictional and non-jurisdictional

customers.*®

45 RD pp. 494-497.

46 Columbia Exceptions, p. 26.

47 RD p. 647.

48 See I&E Main Brief pp 83-84, I&E St. No. 3 pp. 30-35, I&E St. No. 3-SR
pp. 31-33.
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I&E asserts that the ALJS properly considered the concerns raised by I&E and
other parties in reaching their reasoned recommendation to deny the proposed rate
EDDS. Therefore, the Commission should reject Columbia Exception No. 13.

N. I&E Reply to Columbia Exception No. 14. R.D. at 622.

I&E does not offer a reply to Columbia Exception No. 14 as the ALJ’s
recommendation relied on the record evidence presented by Columbia, the OCA and
CAUSE-PA.

0. I&E Reply to Columbia Exception No. 15. R.D. at 549.

I&E does not offer a reply to Columbia Exception No. 15 as the ALJ’s
recommendation relied on the record evidence presented by Columbia, the OCA and
CAUSE-PA.

P. I&E Reply to Columbia Exception No. 16. R.D. at 608.

I&E does not offer a reply to Columbia Exception No. 16 as the ALJ’s
recommendation relied on the record evidence presented by Columbia and the OCA.

Q. I&E Reply to Columbia Exception No. 17. R.D. at 647.

I&E does not offer a reply to Columbia Exception No. 17 as the ALJ’s
recommendation relied on the record evidence presented by Columbia, the OCA and
CAUSE-PA.

R. I&E Reply to Columbia Exception No. 18. R.D. at 662.

Columbia argues that the ALJs erred in that they appeared to recommend both the

primary proposal by I&E that Columbia implement a pilot program for methane detectors

11



as well as the alternative proposal by I&E that Columbia be required to study the
feasibility of such a program and present the results to the Commission.*

t° and

I&E asserts that the benefits of such a pilot program would be significan
that the primary proposal to develop and implement the pilot program should be
approved, or alternatively that Columbia be required to complete and present to the
Commission a feasibility study on a timeframe the Commission feels is reasonable.

S. I&E Reply to Columbia Exception No. 19. R.D. at 608.

I&E does not offer a reply to Columbia Exception No. 19 as the ALJ’s
recommendation relied on the record evidence presented by Columbia, the OCA and
CAUSE-PA.

T. I&E Reply to Columbia Exception No. 20. R.D. at 681, 684, 68S.

I&E does not offer a reply to Columbia Exception No. 20 as the ALJ’s
recommendation relied on the record evidence presented by Columbia, the OCA and
CAUSE-PA.

III. I&E REPLIES TO EXCEPTIONS OF THE OCA

1&E recommends that the Commission affirm the Recommended Decision and

reject the OCA Exceptions to the extent recommended below.

49 Columbia Exceptions, p. 33.

>0 See I&E Main Brief pp. 85-86.
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A. I&E Reply to OCA Exceptions Nos. 1(A), 1(B), 1(C). R.D. at 137.

The OCA filed exceptions regarding the RD’s recommendations relative to

Columbia’s continued use of the Equal Life Group depreciation methodology.>!

I&E did not present any testimony regarding this issue. Therefore, I&E does not

offer a reply to OCA Exception No. 1.

B. I&E Reply to OCA Exception No.
I&E offers no reply to OCA Exception No.
C. I&E Reply to OCA Exception No.
I&E offers no reply to OCA Exception No.
D. I&E Reply to OCA Exception No.
I&E offers no reply to OCA Exception No.
E. I&E Reply to OCA Exception No.
I&E offers no reply to OCA Exception No.
F. I&E Reply to OCA Exception No.
I&E offers no reply to OCA Exception No.
G. I&E Reply to OCA Exception No.
I&E offers no reply to OCA Exception No.
H. I&E Reply to OCA Exception No.

I&E offers no reply to OCA Exception No.

51

OCA Exceptions pp. 3-14.

13

2.

2.

3.

3.

4.

7.

8.

8.

R.D.

R.D.

R.D.

R.D.

R.D.

R.D.

R.D.

at 157, 173, 210, 223.

at 216.

at 228.

at 238, 246.

at 350.

at 502, 505.

at 505.



I. I&E Reply to OCA Exception No. 9. R.D. at 393.

The OCA argues that the ALJs agreed with the OCA’s position that the
Company’s proposed Peak & Average (P&A) allocated cost of service (ACOS) study
should be utilized for the purposes of revenue allocation and rate design and that the
results of the P&A ACOS study should be tempered by principles of gradualism.>?
Further, the OCA notes that the ALJs did not reach a determination regarding whether the
appropriate gradualism ceiling for Rate LDS/LGSS customers is 1.5 times (as proposed
by Columbia) or 2.0 times the system average increase (as proposed by the OCA and the
OSBA) and, if the gradualism ceiling is increased to 2.0, how the difference in revenue
should be allocated among the remaining classes. 3

I&E offers that the RD discusses these issues at length.’* 1&E’s understanding of
the RD is that the ALJs made recommendations and preserved certain final decisions for
the Commission. Beyond that, I&E offers no reply to OCA Exception No. 9.

IV. 1I&E REPLIES TO THE EXCEPTIONS OF PENN STATE (PSU)

I&E recommends that the Commission affirm the Recommended Decision and
reject the PSU Exceptions to the extent recommended below.

A. I&E Reply to PSU Exception No. 1. R.D. at 393.

PSU erroneously argues that “the evidence of record demonstrates that the

Customer-Demand Study is in accord with cost causation principles, and that evidence

52 OCA Exceptions, pp. 33-34.
53 1d., pp. 34-35.
% See RD, pp. 351-402.
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cannot be ignored based on Commission precedent.” PSU argues further that “the
evidence in this proceeding shows that Columbia’s Average COSS is a balanced and fair
approach to the allocation of costs, whereas the Peak and Average COSS fails to conform
to the evidence of how Columbia designs, constructs, and maintains and thus incurs costs
for its distribution system.”>¢

The RD correctly considered all of the substantial record evidence presented by
I&E, the OCA, and PSU regarding allocated cost of Service Studies and revenue
allocation.”” The RD correctly recommended that “the Company utilize the peak and
average methodology to allocate any potential revenue increases among Columbia
customer classes; and that the Company continue to show a separate customer class for
flex rate customers.”>® Further, use of the P&A COSS is also consistent with
Commission precedent both generally and specifically to Columbia based on prior
cases.>® Additionally, the RD agreed with the OCA stating “the evidence of record does
not indicate a sufficient basis to move away from the Commission’s precedent supporting

the P& A methodology in similar circumstances as presented here, and that the results of

the Company’s P&A ACOS to allocate any potential revenue increases among Columbia

55 PSU Exceptions, p. 5.

>6 1d.

37 See RD, pp. 393-401.

58 RD, p. 393.

39 Pa. Pub. Util. Comm’n v. Philadelphia Gas Works, Docket No. R-2023-3037933
(Order entered Nov. 9, 2023) at 137 (citing Pa. PUC v. Phila. Gas Works, Docket
No. R-00061931, et al (Order entered Sept. 28, 2007) at 80; Columbia 2020 at
217).

15



customer classes are reasonable and should be given significant weight.”%® Therefore, the
Commission should reject PSU Exception No. 1.

B. I&E Reply to PSU Exception No. 2. R.D. at 401.

PSU argues that the RD “not only erroneously chose the Peak and Average COSS,
but it also failed to make a decision regarding how to implement that study to allocate the
rate increase across Columbia Gas’ customer classes.”®! PSU argues further that “should
the Commission choose the Peak and Average COSS, Penn State submits that the
Company’s revenue allocation, scaled back proportionally, should be utilized to develop
rates.”?

In reply, I&E offers the RD reasoned “in the event the Commission grants an
increase less than the amount requested by the Company, we recommend that all
proposed increases to customer charges and usage rates be scaled back proportionately
based on the P&A ACOSS.”% Further, the RD set forth its reasoning regarding rate
design which included consideration of both scale back and gradualism rate design
concepts.®® The RD concluded that “the ALJs agree with I&E that if the Commission

determines to approve less than the full requested increase, then all customer charges and

usage rates should be scaled back proportionately based on the allocated cost of service

©  Id. pp. 393-394.

o1 PSU Exception, p. 11.
62 Id.

63 RD, p. 401.

6 SeeRD, pp. 396-402.
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study the Commission approves.”% Therefore, the Commission should reject PSU
Exception No. 2.
V. CONCLUSION

Wherefore, I&E respectfully submits that for all the foregoing reasons, the Bureau
of Investigation and Enforcement respectfully requests that the Recommended Decision
of Administrative Law Judges Jeffrey A. Watson and Chad Allensworth, issued on
October 3, 2025, be adopted by the Commission pursuant to the I&E Replies to

Exceptions set forth above.

Respectfully submitted,

JAS S e

J &/

Scott B! Granger

Prosecutor

Bureau of Investigation and Enforcement
PA Attorney ID No. 63641

Dated: October 21, 2025
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