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January 25, 2016

Craig Robbins
Executive Director
ACTION United

846 North Broad Street
Philadelphia PA 19130

Re: Response to January 15, 2016 Letter

Dear Mr. Robbins:

| am writing in response to the January 15, 2016 letter from Action United requesting
information about my firm’s financial and other relationships with Philadelphia Water.
This letter contains four requests, which | will answer in order.

Request 1. Please explain why it is appropriate for Mr. Huang to participate in
determining future customer rates that depend, in part, on work his firm has done,
continues to do, and will potentially perform in the future, regarding PWD’s
stormwater program and work with the City Treasurer.

Econsult Solutions was a sub-contractor to AMEC on a 2011 contract with
Philadelphia Water. Our portion of the work was looking at the local economic impact
of the recently implemented change in stormwater billing. We were not involved in
setting or modeling rates. | did not do any work on this engagement.

Econsult Solutions is currently under contract with Philadelphia Water, is a sub-
contractor to Temple University on a contract with the US Environmental Protection
Agency that is looking at Philadelphia Waters’ Green City, Clean Waters program,
and is about to complete and co-release a study with Sustainable Business Network
of Greater Philadelphia (SBN) on the local economic impact of Green City, Clean
Waters. These three sets of engagements involve looking at the economic, property
value, and social impact of public and private infrastructure investments made in
neighborhoods throughout the city under Green City, Clean Waters. This work does
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not entail setting rates. | did not and will not do any work on the Philadelphia Water
and Temple University engagements, and am leading the SBN engagement.

For the past several years, including this fiscal year, Econsult Solutions has
performed a study for the Treasurer’s Office on the home lending, business lending,
and branch location decisions made by banks that the City has its deposits in. This
work does not have any relation to Philadelphia Water. | have led and am leading
this engagement.

Request 2. Please explain why it is not a conflict of interest for an ESI partner to
take action to determine future water rates charged by ESI’s client, PWD.

Prior to being sworn in as a Water Rate Board member, | sought out and received an
opinion from the City’s Ethics Board to ensure that my firm’s having done and
wanting to do business with Philadelphia Water would not preclude me from serving
on the Water Rate Board. | am satisfied with that opinion and strive to serve in this
capacity. | will at all times be guided by my duties under Chapter 13-100 and the
standards for rate charges set forth therein, as well as all applicable law and ethical
standards.

Being able to balance multiple objectives in a fair, analytical, and informed manner is
something | am committed to upholding in my job and something I instruct my
students on in the class | teach at Penn. For this rate case, | look forward to
evaluating Philadelphia Water’s proposal from a number of perspectives:

e First, as water is an essential utility, what are the implications of the rate
proposal on rate payers, particularly those for whom rate hikes will be
particularly burdensome.

e Second, as water infrastructure is costly to build and maintain but even costlier
to not build or let deteriorate (for we are all aware of the disastrous situation in
Flint as well as regular water main breaks here in Philadelphia), what is an
appropriate level of capital investment to shore up the current system and
prevent more costly interventions in the future.
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e Third, as Philadelphia Water relies heavily on the bond markets to pay for
these capital investments, what is a rate proposal that will be viewed as
fiscally prudent and that will therefore allow for borrowing costs to be as low as
possible or at the very least not trigger higher borrowing costs in the future.

| accept that this rate case will affect me personally as a residential rate payer, but
there is no avoiding that. And, | accept that this rate case will affect the future
financial solvency of Philadelphia Water, which has implications for its ability to hire
consultants such as my firm, but | regard my interest in viewing the rate case from
that lens as being part of my responsibility as a Water Rate Board member rather
than as something that protects my interests as a part owner of Econsult Solutions. 1
will strive to be fair and impartial at all times, and my financial interests and those of
my firm will play no part in my consideration of and decisions on any matters as a
Water Rate Board member.

Request 3. Please respond as to whether or not Mr. Huang has sought guidance
from the State Ethics Commission, and please provide a copy of any correspondence
or other documentation concerning such guidance.

| have not sought guidance from the State Ethics Commission and do not intend to
unless otherwise instructed or unless a future situation arises that would cause me to
be more comfortable getting a legal opinion.

Request 4. Please provide any and all contracts given by the Philadelphia Water
Department to any sitting member of the Philadelphia Rate Board, a member's
business or a member’s employer for the last five (5) fiscal years, including this
current fiscal year, prior to the beginning of any rate case.

| have listed all contracts Econsult Solutions, Inc. (and its predecessor firm Econsult
Corporation) has had with the City of Philadelphia or with Philadelphia Water in the
past five years, inclusive of contracts we are working on in the present. For your
benefit, | have listed the contracting agency and a brief description of the work. An
asterisk (*) indicates current or future work.
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e Philadelphia Water — on-call economic consulting services *
e Philadelphia Water — Conceptual Design of Green Stormwater Infrastructure *

e City Controller’s Office — Economic Impact of Procurement by Philadelphia
Anchor Institutions

e City Council — Analysis of Actual Value Initiative
e City Council — Analysis of Affordable Housing Revenue Sources *

e City Council — Analysis of Affordable Housing Unit Program/Neighborhood
Stabilization Program

e City Council — Analysis of Business Privilege Tax Changes

e City Council — Analysis of Proposed Revenue Generation and Cost Reduction
Strategies

e City Council — Analysis of Proposed Tax Reforms

e City Council — Consultant to Jobs Commission

e Commerce Department — Analysis of Keystone Opportunity Zones
e Commerce Department — Economic Impact of “Made in America”

e Commerce Department — Northwest Philadelphia Destination Marketing
Analysis *

e Office of Arts, Culture, and the Creative Economy — Economic Impact of
Creative Economy

e Office of Economic Opportunity — Annual Disparity Study *

e Office of Housing and Community Development — Analysis of HUD Choice
Neighborhoods *

o Office of Property Assessment — Residential Land Valuation Model
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e Office of the City Treasurer — Examining the Lending Practices of the
Authorized Depositories of the City of Philadelphia *

Thank you for your consideration. Please advise if you have any further questions or
requests.

Regards,

Haang

Lee Huang
Senior Vice President and Principal
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