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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 (“Commission’)
respectfully submits these Exceptions to the Recommended Decision (“RD”) of
Administrative Law Judge (“ALJ”) Charece Z. Collins issued on October 2, 2026.

II. EXCEPTIONS

A. I&E Exception No. 1: The ALJ erred in accepting Peoples’ general
inflation adjustments. RD at pp. 57-59.

In the RD, the ALJ recommended that the Commission adopt the two inflation
adjustments as proposed by Peoples Natural Gas Company LLC (“Peoples” or
Company”): a $77,284 adjustment for Payment Processing and a $75,656 adjustment for
Advertising.!

The ALJ cited Commission precedent and the likelithood of ongoing inflation as
the basis for her recommendation.> However, I&E asserts that recent Commission
precedent supports its recommendation to reject these general inflation adjustments. In
both the 2025 Columbia Gas of Pennsylvania, Inc.) (“Columbia Gas™) base rate case and
the 2026 Pennsylvania-American Water Company (“PAWC”) base rate case, the
Commission denied general inflation adjustments because Columbia Gas and PAWC did
not meet their burden in demonstrating that their proposed blanket percentage inflation

adjustments to expenses would meet the known and measurable standard for adjusting

I RD, p. 59.
S (7



expense claims over time.? Similarly, I&E asserts that Peoples’ general inflation
adjustments are inherently speculative and do not meet the standard of known and
measurable and should therefore be rejected.*

B. I&E Exception No. 2: The ALJ erred in rejecting I&E’s proposed
incentive compensation expense adjustment. RD at pp. 64-70.

In the RD, the ALJ recommended that the Commission accept the Incentive
Compensation Program as proposed by Peoples.’

The ALIJ cited several Commission decisions in support of her recommendation to
allow for full recovery of the Company’s claim.® However, I&E asserts that recent
Commission precedent supports its recommended adjustment to the Company’s incentive
compensation proposal. To be clear, the Commission has approved incentive
compensation plans where the eligible employees were ones who had direct
responsibility for customer service and regulatory compliance or were responsible for
ensuring the utility provided safe and reliable service.” In recommending approval of the
Company’s claim, the ALJ also cited to a 2017 UGI Electric base rate case order in
which UGI’s incentive compensation plan was approved because UGI had established

that employee eligibility was based on the performance duties and metrics directly related

3 Pa. P.U.C. v. Columbia Gas of Pennsylvania, Inc., Docket No. R-2025-3053499, pp.
134-36 (Order Entered December 9, 2025); Pa. P.U.C. v. Pennsylvania American
Water Company, Docket Nos. R-2025-3057983 and R-2025-3058051, p. 131 (Order
Entered July 27, 2026).

I&E St. No. 1-SR, pp. 4-5.

RD, p. 70.

1d. at pp. 69-70.

Pa. P.U.C. v. Pennsylvania American Water Company, Docket Nos. R-2020-3019369
and R-2020-3019371, p. 53 (Order Entered February 25, 2021).
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to the provision of service, and the inclusion of a financial metric was not disqualifying.®
However, these Orders conflict with more recent Commission precedent.

In the 2025 Columbia Gas base rate case, the Commission elected to remove 70%
of Columbia Gas’ incentive compensation claim for ratemaking purposes given that only
30% of the claimed expense was related to operational safety and customer experience.’
In the 2026 PAWC base rate case, the Commission stated that ratepayers should not be
required to exclusively fund the payout of financial metrics, particularly given that
PAWC did not establish that such costs are fair and necessary, or that they pertain to
providing safe, adequate, and reliable service to customers.!® Based on recent
Commission precedent, I&E continues to assert that because the Company’s incentive
compensation proposal includes financial goals, that portion of the Company’s incentive
compensation claim should not be recoverable.

Therefore, I&E continues to recommend an allowance of $5,813,777, or a
reduction of $4,610,153 ($10,884,000 - $5,813,777) to the Company’s incentive
compensation claim, and an allowance of $3,726,363, or a reduction of $1,318,847

(85,045,210 - $3,726,363) to the Company’s rate base claim.!!

8 RD, p. 70 (citing Pa. P.U.C. v. UGI Utilities Inc. — Electric Division, Docket No.
R-2017-2640058, pp. 73-74 (Order Entered October 25, 2018)) .

®  Pa. P.U.C. v. Columbia Gas of Pennsylvania, Inc., Docket No. R-2025-3053499, p.
123 (Order Entered December 9, 2025).

10" Pa. P.U.C. v. Pennsylvania American Water Company, Docket Nos. R-2025-3057983
and R-2025-3058051, p. 114 (Order Entered July 27, 2026).

1" J&E St. No. 1-SR, pp. 12-18.



C. I&E Exception No. 3: The ALJ erred in rejecting I&E’s proposed
capital structure of 50% long-term debt and 50% common equity.
RD at pp. 149-61.

In the RD, the ALJ recommended that the Commission adopt Peoples’ capital
structure of 45.53% long-term debt and 54.47% common equity.'? 1&E recognizes that
Commission precedent has typically indicated that actual capital structure should be
adopted unless a capital structure is atypical or outside a range of reasonableness. '
Here, I&E submits that Peoples’ capital structure of 45.53% long-term debt and 54.47%
common equity is equity heavy. Therefore, I&E continues to recommend that the
Commission adopt its proposed capital structure of 50% long-term debt and 50%
common equity. Additionally, I&E notes that the Coalition for Affordable Utility
Services and Energy Efficiency in Pennsylvania (“CAUSE-PA”) also proposed that a
capital structure of 50% long-term debt and 50% common equity be imposed for
ratemaking purposes,'* and that the Office of Consumer Advocate (“OCA”) proposed a
very similar capital structure of 50% long-term debt and 49% common equity. !>

I&E’s recommendation was in line with its proxy group as well as the recent
national authorized capital structures for gas distribution utilities.!® I&E has noted

throughout this proceeding that utility bill affordability remains a primary issue of

concern, as evidenced by various statements made by Vice Chair Kimberly Barrow and

2 RD, p. 161.

B Id

14 CAUSE-PA St. No. 1, p. 34.
5 OCA St. No. 3, p. 59.

16 1&E St. No. 2-SR, p. 6.



Governor Josh Shapiro.!” I&E continues to assert that it is necessary to use a
hypothetical capital structure of 50/50 for ratemaking purposes, to balance the interests of
the Company and ratepayers and ensure rate reasonableness without overburdening
ratepayers. '8

D. I&E Exception No. 4: The ALJ erred in rejecting I&E’s proposed
effective date of new rates of January 1, 2027. RD at pp. 287-89.

In the RD, the ALJ recommended that the Commission accept the proposed
suspension date by Peoples of December 26, 2026 as the effective date of new rates in
this proceeding.!® I&E continues to recommend that the new rates should be effective on
January 1, 2027 (the first day of the Fully Projected Future Test Year “FPFTY™).

I&E asserts that this issue was resolved in the 2025 Columbia Gas base rate case,
where the Commission stated:

We read the plain language of Section 315(e), in its entirety, as
establishing a voluntary frame work under which a utility may
avail itself of the advantage of the FPFTY to discharge its
burden of proof; however, the utility’s voluntary selection of
the dates of the 12-month period of the FPFTY has the legal
consequence of setting the effective date of the first month
in which the proposed rate increase is to take effect,
following the expiration of the Section 1308(d) suspension
period. Columbia’s position conflates the Section 1308(d)
suspension date for this case with the date on which the
Company may be permitted to implement new rates; however,
as we explain below, these dates are distinct.2’

17 Id. atp. 43 (citing 1&E Exh. No. 2, Sch. 2).

8 1d.

19 RD, p. 289,

20 Pg. P.U.C. v. Columbia Gas of Pennsylvania, Inc., Docket No. R-2025-3053499, pp.
57-58 (Order Entered December 9, 2025) (emphasis added).
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The Company’s decision to utilize the FPFTY in this proceeding means it has
elected to set the effective date of new rates at the beginning of the FPFTY
(January 1, 2027), not the suspension date of December 26, 2026.

Therefore, I&E continues to recommend that the Commission direct the Company:
(1) to make the new rates effective January 1, 2027 (the first day of the FPFTY) and file
an updated tariff rates and rules (Supplement to Tarriff Gas) pursuant to the 12 provisions
of 52 Pa. Code §§ 53.1, et seq. and 53.101, designed to produce the approved annual
distribution rate/revenue increase to become effective for service rendered on and after
January 1, 2027; and (2) to file all subsequent base rate cases that should have new rate
effective dates beginning with the first day or later of the claimed FPFTY.?!

E. I&E Exception No. 5: The ALJ erred in rejecting I&E’s recommended

treatment of Peoples’ proposed one-time credit adjustment to its
Universal Service Program (“USP”) Rider. RD at pp. 289-93.

In the RD, the ALJ recommended that the Commission adopt Peoples’ proposal to
apply a defined credit adjustment to offset the USP Rider charges that are paid for by
non-Customer Assistance Program (“CAP”) residential customers through the periods of
January 1, 2027 through March 31, 2027 (Year 1) and January 1, 2028 through
March 31, 2028 (Year 2).%?

I&E asserts that the one-time credit adjustment should be treated as a regulatory

liability and credited back to all customers because all customer classes contributed to the

expenses paid, and therefore all customers should benefit from the credit.??

2l I&E St. No. 2, p. 68.
2 RD, pp. 289-90, 293.
% [&E St. No. 1-SR, p. 42.



I&E continues to recommend that this regulatory liability should be amortized over a
period of four years, rounded down to the nearest year, resulting in annual amortization
of $975,000 over the four-year period ($3,900,000 / 4 years = $975,000), and that
Peoples be required to show an annual accounting of the progress for refunding this credit
in its next base rate case filing.?*

I&E also continues to recommend that the tax repair deduction collar amount be
tracked throughout the year and returned via the Tax Repairs Surcharge Credit within 90
days of January 1, 2027 and that Peoples be required to show an annual accounting of the
credit in its next base rate case filing.?’

F. I&E Exception No. 6: The ALJ erred in rejecting I&E’s proposal to

meet quarterly with Peoples to review its root cause analyses and the
metrics related to the specific causes of damages. RD at pp. 350-53.

In the RD, the ALJ recommended that the Commission accept Peoples’ proposal
to meet with I&E periodically to review its root cause analyses and the metrics related to
the specific causes of damages.?® 1&E disagrees with the ALJ’s recommendation to the
extent that I&E’s proposed quarterly meetings offer a definitive review timeline in order
to ensure that Peoples is driving down its damage numbers on its facilities.?’

Simply put, the ALJ’s recommendation lacks sufficient specificity. “Periodically”

may mean something very different to the Company than it does to I&E. Therefore, I&E

continues to recommend that, beginning in 2027, I&E and Peoples meet quarterly to

24 Id. at pp. 42-43.

2 Id. atp. 43.

2% RD, pp. 352-53.

27 1&E St. No. 4-SR, pp. 4-5.



review the Company’s root cause analyses and metrics related to the specific causes of
damages.?® This will allow the parties to have more definitive dates on their respective
calendars for when these meetings will occur, which provides I&E with a level of
comfort that it will be able to determine whether issues are being addressed quickly and
appropriately.

1. CONCLUSION

Wherefore, for all the foregoing reasons, the Bureau of Investigation and
Enforcement respectfully requests that the Recommended Decision of Administrative
Law Judge Charece Z. Collins, issued on October 2, 2026, be modified as recommended
in the proposed Exceptions above.

Respectfully submitted,

Michael A. Podskoch, Jr.

Prosecutor
PA Attorney ID No. 330132

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

400 North Street

Harrisburg, PA 17120

Dated: October 14, 2026

2 1d.
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