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(Techni cal Hearing commenced at 9:02 a.m)

HEARI NG OFFI CER CHESTNUT: Good
norni ng, everybody. | am Marl ane R
Chestnut, the Hearing Oficer assigned to
this proceeding. As you know, it is being
recorded. And there is, also, a court
reporter who is -- wll produce a
st enographic transcript of this hearing
today. So pl ease, speak slowy and
clearly.

We are starting early because we
have a ot to cover, but | don't want us to
kill ourselves. |[If you need a break,
indicate it. If you want a drink or have a
snack while this is going on, that's fine,
too. But | do want us to focus on the
| ssue here so that we can acconplish this
i n a reasonabl e anount of tine.

Are there any prelimnary matters
before we get to the cross-exam nation of
the various w tnesses, M. Dasent?

MR. DASENT: | don't believe so
Judge Chestnut. W did circulate at your
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direction the Revised Rebuttal Statenent
One, including the errata so there is a
clean copy for the record. And we

aut henticate -- we already agreed to

aut henticate testinony by stipulation.

HEARI NG OFFI CER CHESTNUT: Okay. |
guess at the end, we can tal k about what's
going to be in the record and what's not.
| did notice that you submtted several
hearing exhibits. One of which is the
Notice of Publication --

MR DASENT: Yes.

HEARI NG OFFI CER CHESTNUT: -- and
Notification? | guess the other two were
nore directly related to this hearing.

And, M. Ballenger, | did get your
heari ng exhi bit.

MR, BALLENGER: Oh, yes. Sent that
yest erday afternoon around 1:30 | think.
Hopefully, it's a shorter exhibit than |ast
tinme.

So, | just wanted to -- | agree, we
are stipulating to the authenticity of

testinony and that it should be included on

Strehl ow & Associ ates, |nc.
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the record. | just wanted to -- because
it's in PWs hearing exhibit, acknow edge
that there is one typographical error in
M. Mrgan's testinony. And ny
recollection is that we answered that in
the Di scovery Request responses.

Just | ooki ng.

HEARI NG OFFI CER CHESTNUT: Can you
tell me that -- cite to his testinony for
t hat ?

MR BALLENGER  Yes. On page 4,
lines 21 to 23 of his testinony, and you
wll see this in the response to PWD' s Set
1, No. 29, there was just an error in terns
of the dollar anmounts authorized in the
rate determnation in 2021 that was in his
testinony. W corrected that in the
Di scovery Response.

HEARI NG OFFI CER CHESTNUT: And
what's the correction?

MR, BALLENGER: I nstead of 57.521
mllion. It should read 57.422 mllion.

HEARI NG OFFI CER CHESTNUT: Ckay.
Any ot her --

Strehl ow & Associ ates, |nc.
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MR. BALLENGER: That's the
substance of his testinony.

Sorry, no. It doesn't affect the
substance of M. Mrgan's testinony. But I
just wanted to acknow edge that for the
record.

HEARI NG OFFI CER CHESTNUT: Ckay.

Does anybody el se have anyt hi ng of
a prelimnary nature before we actually get
started with the cross-exam nation and
presentation of wtnesses?

No? Ckay.

| guess then, we wll start wth
you, M. Dasent, with your first panel.

MR. DASENT: Yes. The order of
W t nessed, we were going to call the
financial panel first, which would be
Mel i ssa LaBuda and Kat herine C upper.

And we don't swear our W tnesses.
So, the witnesses are tendered for
Cross-exam nati on.

HEARI NG OFFI CER CHESTNUT: Okay. |
guess ask if they have any additions,

corrections or changes to their testinony?

Strehl ow & Associ ates, |nc.
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MR. DASENT: The errata addressed
t hat .

HEARI NG OFFI CER CHESTNUT: Besi des
what you have already provided. kay.

M. Ballenger, do you want to?

MR. BALLENGER: Sure. Gkay. Thank
you. Yes.

| would like to start at page 5 of
the rebuttal. And in the Rebuttal
Statenment, you described the rate increases
that were approved in Fiscal Years 2019,
2020 and 2022. And you state that those
i ncreases were plainly insufficient. And
that's the language |I think in your
rebuttal testinony. It says "plainly
I nsufficient." And just to be clear, just
want to ask a couple of questions.

First, is it correct that the Wter
Departnent didn't appeal either of those
two rate determnations, did it?

M5. LaBUDA: That's correct.

MR. BALLENGER: Ckay. And the
Wat er Departnent has not suffered any

negati ve ratings action?

Strehl ow & Associ ates, |nc.
215-504- 4622




Rat e Heari ng Board
4/ 28/ 2022

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

M5. LaBUDA: To date, that's
correct.

MR. BALLENGER: To date. Ckay.

Your rebuttal also talks a little
bit about rate relief and the inportance of
rate relief.

Can you define rate relief for nme?

M5. LaBUDA: Sure.

Sufficient revenues that provide
t he departnent the capacity to continue
serving Phil adel phia with cl ean water that
neets all regul atory standards.

MR. BALLENGER: So when you
descri be the rate increase of roughly
1.33 percent in Fiscal 2019 and 1.2 percent
in Fiscal 2020, is that all of the rate
relief that PWD received?

M5. LaBUDA: That is the reve --
that was the approved rate relief at that
tine.

MR. BALLENGER: Isn't it true that
the Board denied the City's proposal for
the Fire Departnent to stop paying

approximately $8 mllion per year for water

Strehl ow & Associ ates, |nc.
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in Fiscal 19 and Fi scal 20207

M5. LaBUDA: Subject to check, |
believe that's correct.

MR, BALLENGER: So, that's
approximately $16 mllion in revenues that
are not reflected in the 1.33 or the
1.2 percent increases that we just
di scussed; is that right?

M5. LaBUDA: They are not
cal culated in those percents. That's
correct.

MR. BALLENGER: Right. Those
are -- those under existing rates.

M5. LaBUDA: Correct.

MR. BALLENGER  So, that woul d
constitute a portion of the rate relief
that the Departnent received, wouldn't it?

M5. LaBUDA: |'msorry. Can you
ask the question again, please?

MR BALLENGER  Sure.

Continuing to receive those
revenues and the Board's denial of the
Cty's proposal to stop contributing those

revenues, wouldn't that be a portion of the

Strehl ow & Associ ates, |nc.
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rate relief that the Departnent received
over those two years?

M5. LaBUDA: No. Because they are
already -- they're revenues that we were
required to recover regardl ess of who was
paying for them So, wouldn't it be double
counting if you added themto the
1.2 percent or whatever the nunbers were
that you were stating? | apologize. |
don't have the page in front of ne.

They were part of base rates. They
were being paid either by the Gty or being
presented to be paid by custoners. |It's
t he sanme dol |l ars.

MR. BALLENGER: Right. And they
are not reflected inthe 1.2 or the 1.3
per cent.

M5. LaBUDA: Because that woul d be
doubl e counting. They weren't new revenues
during that proceeding.

MR. BALLENGER: But they were
revenues that the Departnent anticipated it
woul d not receive. And so, requested

greater rate increases because of that

Strehl ow & Associ ates, |nc.
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expect ati on.

M5. LaBUDA: They are not
addi tional revenues. It was shifting the
dol l ars of who was covering the cost.

MR. BALLENGER: Correct. So,
custoners didn't have to pay that
$16 mllion in additional rates and
char ges.

M5. LaBUDA: The General Fund.

MR. BALLENGER: The General Fund
di d?

M5. LaBUDA: Yeabh.

MR. BALLENGER  Correct. So, that
mai nt ai ned those revenues that were
projected to be lost, correct?

M5. LaBUDA: They weren't projected
to be lost. They were projected to be
shifted fromone entity paying it to
anot her .

MR. BALLENGER: At the end of the
day, the Water Departnent received those
revenues, right?

M5. LaBUDA: The Departnent did

coll ect those revenues. That's correct.

Strehl ow & Associ ates, |nc.
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MR. BALLENGER: Isn't it true that
i f the Board accepts M. Mrgan's
recommendati on, that the Water Departnent's
still going to receive an increase in rates
I n Fiscal 20237

M5. LaBUDA: Can you rem nd ne of
M. Mrgan's recommendati on, please?

MR. BALLENGCER: Yes. M. Mrgan's
recommendati on was to adjust the
34-and-change mllion dollar rate increase
in Fiscal 2023 by $6.6 mllion rounded.

M5. LaBUDA: Thank you.

Yes. We would still receive a rate
| ncrease.

MR. BALLENGER And that rate
I ncrease would constitute rate relief?

M5. LaBUDA: That would constitute
a partial rate relief.

MR. BALLENGER: On page 8 of your
rebuttal, it states that -- here is the
quote: PWD is barely holding onto it's A
rati ng, end quote.

And | see that both the Departnent

and the Public Advocate put in sone of the

Strehl ow & Associ ates, |nc.
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i nformati on. The Departnent put the entire
reports fromthe rating agencies. The
Publ i c Advocate just put the first page of
each of the reports of the rating agencies
Into the hearing exhibit.

So if you look at the Public
Advocate's Hearing Exhibit page 1, 2 and 3,
you W |l see the first page of each of the
credit rating agencies' reports, which were
attached to your direct testinony. And I
just want to confirmthat in each of those
reports, it reflects an Arating wwth a
st abl e out | ook.

Isn't that correct?

M5. LaBUDA: That's correct.

MR. BALLENGER: (Ckay. And on page
9 of your rebuttal, you state -- here is
the quote: D mnishing the targeted RSF,
or Rate Stabilization Fund Bal ance, from
the 135 mllion-dollar |level indicates a
downward trajectory which itself could
result in a negative rating action.

And | just wanted to confirmthat

the Board's rate determ nation antici pated

Strehl ow & Associ ates, |nc.
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that at the end of Fiscal 2022, the Rate
Stabilization Fund bal ance woul d be j ust
under $104 mlli on.

Isn't that correct?

M5. LaBUDA: | can't speak on the
Board's intent. | would l[ike to note that
the reports are inconplete.

MR. BALLENGER: Correct. | just
put the first pages.

So if you |l ook at page 13 of the
hearing exhibit, it's the second page of
Table C1 that was included in the Board's
2021 rate determnation. And line 41, the
bottom of the table reports the end of year
bal ance and the Rate Stabilization Fund.

Do you see that?

M5. LaBUDA: Yes.

MR. BALLENGER: And t he anpunt
reported there for Fiscal 2022 is just
under $104 mlli on.

M5. LaBUDA: The Departnent didn't
agree in the settlenent to these anounts or
any ot her performance neasurenent.

MR. BALLENGER: W are going to get

Strehl ow & Associ ates, |nc.
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1 to that wwth the next panel. | think -- |
2 don't think that was part of your -- your
3 rebuttal statenment, correct?
4 M5. LaBUDA: Correct. Thank you.
5 MR. BALLENGER: Ckay. So anyway,
6 the nunbers are -- are included in the rate
7 determ nation. And reflect $104 mllion
8 rounded in the Rate Stabilization Fund at
9 the end of Fiscal 2022, correct?
10 M5. LaBUDA: | can affirmthat that
11 I s the nunber stated on page -- hearing
12 exhibit 13, correct.
13 MR. BALLENGER And al so, for
14 Fi scal 2023, the end-of-year bal ance shown
15 on this exhibit is just over $92 mllion,
16 correct?
17 M5. LaBUDA: Again, we didn't agree
18 to the balances in the settlenent | note.
19 And that is the nunber listed on this page.
20 Correct.
21 MR, BALLENGER: And just to confirm
22 again, there is nothing in the rate
23 determ nati on from Fi scal 2021 that
24

projects $135 mllion Rate Stabilization

Strehl ow & Associ ates, |nc.
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Fund bal ance, correct?

M5. LaBUDA: Subject to check, that
IS correct.

MR. BALLENGER: Ckay.

Movi ng on to page 10 of your
rebuttal, discuss the Rate Board's
ordi nance. And a provision in the
ordi nance that authorizes a reasonable sum
to cover unforeseeabl e or unusual expenses.
| think that's the | anguage of the
ordi nance. You, also, indicate that the
Departnent utilizes the Rate Stabilization
Fund to cover unforeseeable or unusual
expenses, correct?

M5. LaBUDA: That's correct.

MR. BALLENGER: (Okay. So in
practical terns in operation, the Rate
Stabilization Fund functions as that sum
fromwhi ch you cover reasonabl e expenses --
|"msorry -- unanticipated expenses?

M5. LaBUDA: That's correct.

MR, BALLENGER: Ckay. And in the
settlement in the 2021 rate case, the Water

Departnent and the Public Advocate agreed

Strehl ow & Associ ates, |nc.
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that the rates and charges provided a
reasonabl e basis for recovery of revenues
sufficient to neet the Departnent's

obl i gati ons.

Isn't that correct?

M5. LaBUDA: Settlenent did use the
word "reasonable."” That is correct, yes.

MR. BALLENGER: And it does al so
say -- and | think if you | ook at page 7 of
the hearing exhibit under Paragraph B, it
al so says that the rates and charges conply
wi th the ordi nance governing the proceedi ng
and provide a reasonable basis for recovery
of revenues sufficient to neet the
Departnent's obligations, correct?

M5. LaBUDA: Correct.

MR. BALLENGER: That was the
agreenent at the tine. Ckay.

On page 11 of your testinony, you
expressed sone di sagreenent with M. Morgan
regarding the 13 -- roughly
13 mllion-dollar transfer to the
Constructi on Fund.

Do you agree that that transfer

Strehl ow & Associ ates, |nc.
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contributed to the Water Depart nment
exceeding its senior debt service coverage
target 1.27

M5. LaBUDA: That's correct.

MR. BALLENGER: Ckay. And if that
transfer hadn't taken place, presunably the
Wat er Departnent woul d have had nore
reserves.

|s that also correct?

M5. LaBUDA: More in reserves, |ess
in capital. Correct.

MR. BALLENGER: Ckay. And you,
al so state, that the transfer were to
reduce the debt burden on rate payers. And
| just want to check, is it your testinony
that -- that that transfer would work in
the future to reduce the debt service
expense? O is it your testinony that it
actual |y woul d reduce debt service expense
in Fiscal 2021, the year for transfer?

M5. LaBUDA: Future. Because in
Fi scal Year 21, the transfer is nade at
year end. Wich is, typically, penned by
the Gty sonmewhere in Cctober which is

Strehl ow & Associ ates, |nc.
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1 after June 30. So clearly, it will reduce
2 debt service in fiscal -- further fiscal
3 years.
4 MR. BALLENGER: That was ny -- that
5 was ny assunption. Thank you.
6 Your rebuttal criticizes M. Mrgan
7 for using the projected Fiscal 2021 cl osing
8 bal ance in the Rate Stabilization Fund as a
9 starting point. And that's the $104
10 mllion that we discussed earlier. And you
11 cal l ed that unreasonabl e on page 13.
12 Turn to page 9 of the hearing
13 exhibit. This is part of the stipulation
14 in this case. And |ooking at paragraph 2,
15 woul dn't you agree that the stipulation
16 specifically acknow edges that the starting
17 point for determ ning the perfornance
18 adjustnent is the end-of-year balance in
19 the Fiscal Year -- I'msorry, the end of
20 Fi scal Year 2021 bal ance in the Rate
21 Stabilization Fund?
22 M5. LaBUDA: Reading the text.
23 MR. BALLENGER: Yes, okay.
24

MR, DASENT: Are you referring to

Strehl ow & Associ ates, |nc.
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par agraph two?

MR BALLENGER  Yes.

M5. LaBUDA: | -- | concur that
t hat paragraph two on Hearing Exhibit 9
says that's the starting point.

MR, BALLENGER: kay. So the
actual --

M5. LaBUDA: Actual.

MR. BALLENGER Yes. The actual
endi ng bal ance, then, is reasonable for use
in this case, correct?

M5. LaBUDA: | do not agree that it
I s reasonabl e.

MR. BALLENGER: Using the actual
year - end bal ance i s not reasonabl e?

M5. LaBUDA: That is correct. |
don't believe it's reasonable at this point
in time to draw our reserves down any
further.

MR. BALLENGER: So, |'m surprised
by that since that's what we agreed to in
the stipulation. So, let's nove al ong.

MR. DASENT: Let ne insert an

obj ection or, at |east, an observation here

Strehl ow & Associ ates, |nc.
215-504- 4622




Rat e Heari ng Board 20
4/ 28/ 2022

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

that the starting point is different than
sort of the ending point for our proposal.
So, I"'mnot sure that your question is
absol utely cl ear.

HEARI NG OFFI CER CHESTNUT: | think
his question was clear actually. I'ma
little surprised by the answer. But the
settl enment says what the settlenent says.
Whet her you agree that adjustnment shoul d be
made to the approved rate increase or not,
it's a different issue.

MR BALLENGER  So --

HEARI NG OFFI CER CHESTNUT: |
t hought there was a neeting of the m nds on
the settlenent in terns of where you start
your analysis. And that is the actual
endi ng bal ance at the end of Fiscal Year
2022 -- |'"msorry, 2021.

MR. BALLENGER: Yeah. | only have
a few nore questions for this panel. |
said | would keep it to noderate. So, |
woul d like to nove on to page 21 of the
rebuttal testinony.

And you characterize M. Myrgan's

Strehl ow & Associ ates, |nc.
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testinony as proposing that a portion of
t he Resi dual Fund Bal ance be shared as an
adjustnent. And just wanted to confirm
your understanding of M. Mirgan's

t esti nony.

Isn't it true that M. Morgan
cal cul ated the anmount of over-perfornmance
as the difference between the Rate
Stabilization Fund bal ance shown in the
rate determ nation, roughly 114 mlli on,
and the actual year-end bal ance for Fiscal
2021, which was over 124 mllion?

M5. LaBUDA: | cannot confirm or
deny those nunbers. | don't have themin
front of ne.

MR. BALLENGER:  Ckay.

M. Mrgan's adjustnent or the
ampunt that M. Mrgan identifies as
over-performance is $10.7 mllion.

Does that sound correct to you?

M5. LaBUDA: Subj ect to check.

MR, BALLENGER: Ckay. And would
you agree that that's the difference

between the 124 mllion and 114 mllion

Strehl ow & Associ ates, |nc.
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that we've been tal king about ?

M5. LaBUDA: Subject to check.

MR. BALLENGER: And isn't it also
true that M. Mrgan's testinony proposes
sharing nore than half of that 10.7 mllion
rounding to 6.6 mllion total ?

M5. LaBUDA: Subject to check.

MR. BALLENGER: And his testinony
doesn't actually propose any transfer of
funds fromthe Residual Fund, does it?

M5. LaBUDA: |'d have --
unfortunately, | would have to go back to
t he nunbers.

MR. BALLENGER: Ckay. Just if we
could just turn to pages 4 to -- starting
on page 4 of the Hearing Exhibit, | have an
exenpt fromthe Joint Petition for
Settlenment fromthe |last case. And
starting on page 6 is the reconciliation
framework for financial performance.

In your Rebuttal Statenent, it --
you conclude that M. Myrgan's adjustnent
runs counter to the settlenent. Stating

that the settlenent terns -- and here is

Strehl ow & Associ ates, |nc.
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the quote: Contenplate that a percentage
sharing, closed quote, would be determ ned.
And | would just like you to review pages 6
and 7 and confirmfor ne that the word
“percent" or "percentage" does not appear
anywhere in the settlenent?

M5. LaBUDA: May | ask you to
clarify the hearing exhibit page, please?

MR. BALLENGER: Yes. Starting at

the bottom of page 6 is the reconciliation

framewor k - -
M5. LaBUDA: Thank you.
MR BALLENGER. -- for Fiscal 2021

performance. And that carries over to page
7.

M5. LaBUDA: | concur.

MR. BALLENGER: Ckay. Moving on to
page 26 of your Rebuttal Statenent, you --
you appear to criticize M. Mrgan's
testinmony for not making adjustnents to
Fi scal 2023 projections to keep the Rate
Stabilization Fund above $120 mlli on.

And | think, again, in our

stipul ation, we agreed that the adjustnents

Strehl ow & Associ ates, |nc.
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1 were solely to the 34.110 mllion-doll ar
2 i ncrease. |s that your understandi ng of
3 the stipul ati on?
4 M5. LaBUDA: | have to reviewthe
5 stipulation. | don't want to m srepresent
6 the facts in the record.
7 MR. BALLENGER: So Paragraph 6 of
8 the Stipulation says: Assunming there is an
9 anount to be shared, the parties can submt
10 their respective position as to how nuch --
11 how such anpbunts shoul d be shared to reduce
12 the Fiscal 2023 increnental revenues
13 $34 mllion, right?
14 M5. LaBUDA: | agree. Thank you.
15 MR BALLENGER: So if M -- if
16 M. Mrgan were to project higher revenues
17 under existing rates, for exanple, in order
18 to affect the balance in the Rate
19 Stabilization Fund, you woul d agree that
20 that woul d not be the basis for a downward
21 adjustnment to the -- the 34 mllion-dollar
22 rate increase as reflected in the
23 settl enent and the stipulation, wouldn't
24

you?
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M5. LaBUDA: Wuld you ask the
guestion one nore tinme, please?

MR. BALLENGER: Yeah. Let's say
that M. Morgan had, you know, done a full
cost of service study and projected
addi ti onal revenues and | ower expenses in
Fi scal 2023. You would agree wth ne that
none of those projections would result in
an adjustnent in this special rate
proceedi ng, wouldn't you?

M5. LaBUDA: | agree.

MR. BALLENGER: (Ckay. And on page
26, you also -- you coment on the Fiscal
2023 year-end bal ance shown in M. Mrgan's
tables, which is over $96 mllion. And |
just want to confirmthat that's higher
than the anobunt shown in the rate
determ nation for Fiscal 2023.

Isn't that correct?

M5. LaBUDA: That is increnentally
nore than the page we cited earlier, yes.
MR, BALLENGER: Thank you.

| promsed | would keep it pretty

short today. So, |I'mactually done with
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this panel.

HEARI NG OFFI CER CHESTNUT: Ckay.
That is short. Ckay.

M. Bachri, you indicated you have
no questions. |s that still the case?

(No response.)

| guess it is then.

M. Haver, do you have any
gquestions for this wtness?

MR. HAVER  Yes, | do.

HEARI NG OFFI CER CHESTNUT: Ckay.

MR. HAVER: Good nor ni ng.

In response to a -- question two of
your direct testinony, you state that you
al so lead the Departnent's efforts rel ated
to the Phil adel phia Water Departnent's
Fi nanci al Plan and Cost of Service Study
for general rate proceedings; is that
correct?

M5. LaBUDA: That is correct.

MR. HAVER:. Are you responsible for
the creation of the exhibit and testi nony
of PWD for these proceedi ngs?

M5. LaBUDA: |'mresponsible for ny
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testi nony, ny exhibits.

MR. HAVER. Who is responsible for
overseeing the testinony of the other
W t nesses?

M5. LaBUDA: M. Haver, |'m not
sure this is directly in ny testinony, but
"' m nore than happy to answer. So, each of
the respective wtnesses prepares their
testi nony and exhibits.

MR. HAVER:. And who oversees the
entire proceedings if not you?

M5. LaBUDA: Well, the Depart nment
does oversee the proceedi ngs.

MR. HAVER: And are you the one
responsi bl e?

M5. LaBUDA: | do not prepare the
exhibits and testinony for our experts.

MR. HAVER: | understand that. But
are you responsible for their expert
testi nony?

M5. LaBUDA: Again, this is outside
of the bands of ny testinony.

MR. HAVER: Well, again, you say in

response to Question 2, that you are
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responsi ble. You |lead the Departnent's
efforts related to PWD s Fi nancial Plan and
Cost of Service Study for CGeneral Rate
Proceedings. So, this is wthin your

t esti nony.

| ' m aski ng you where your
responsibility ends?

M5. LaBUDA: | do not prepare
expert testinony for the City's consultants
or expert witnesses. | do reviewit and
participate and | ead the Departnent's
efforts.

MR. HAVER: And if you believe the
testinony is incorrect, what do you do?

MR, DASENT: (bjection. QObjection.
Pl ease, note our objection. | think this
reaches beyond the scope of her direct
testinony at this point. And we would ask
that -- you know, we direct it to sone
substantive area of the testinony that
deals wiwth the two adjustnents in this
proceedi ng.

We think this is beyond the scope

of her testinony at this point.
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HEARI NG OFFI CER CHESTNUT:  Yes. |
don't understand the point of it. The
Departnent is a participant. And how they
al l ocate who is responsi ble for overseeing
what piece of testinony, |I'mnot sure how
that -- that gets anywhere.

MR. HAVER: There are a nunber of
statenents on the record in the exhibits
that | want to question. And | want to
make sure |' m asking the questions of the
correct w tness.

HEARI NG OFFI CER CHESTNUT: Wl |,
ask her your question. |f she can't answer
it, she will refer it to a wtness who is
better able to answer it.

MR. HAVER:. Are you ruling ny
guestion out of order?

HEARI NG OFFI CER CHESTNUT: [|'m
sorry. Wat was that?

MR. HAVER |'ve asked what she
would do -- forgive ne, Ms. LaBuda, aml
pronouncing it correctly?

M5. LaBUDA: Yes, thank you,

M. Haver.
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MR. HAVER: | am aski ng what
Ms. LaBuda woul d do when she exam nes the
expert testinony if she believed there was
a m st ake.

HEARI NG OFFI CER CHESTNUT: | think
we are getting into prior preparation
material here, aren't we?

MR. HAVER. M. Dasent objected to
nmy question. You asked why | was asking.
| explained it, but I"'mstill waiting for
an answer .

HEARI NG OFFI CER CHESTNUT:  And |'m
wai ting for you to nove on. |'ve already
explained that if you ask a question that's
out si de the scope of her testinony, she can
refer you to a witness better able to
answer it. That's fine.

MR. HAVER. R ght. But you
didn't -- she hasn't said what --

HEARI NG OFFI CER CHESTNUT:  You
haven't asked her a substantive -- wait,
M. Haver, ask her a substantive question.

MR. HAVER: | believe that is a

substantive questi on.
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HEARI NG OFFI CER CHESTNUT: That is
not a substantive question. You are asking
about their internal process for review ng
and presenting their case.

MR. HAVER: Thank you.

Ms. LaBuda, did you create or have

created PWD Exhi bit 1A?

M5. LaBUDA: | have to -- M.
Haver, you have to forgive ne. | have to
| ook at --

MR. HAVER: | can read you what |'m
interested in. It's 1.1 --

HEARI NG OFFI CER CHESTNUT: Hol d on
a second. Hold on a second. Let ne pull
that up, please. 1A is -- you nean the
hearing exhibit?

MR. HAVER  Yes.

HEARI NG OFFI CER CHESTNUT:  Ckay.

MR HAVER. |'minteresting in 1.1:
Conformty wth Existing Law.

M5. LaBUDA: M. Mrgan, may | --
M. Haver, may | just please confirm you
are tal king about the Gty's special

hearing exhibit, correct?
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1 MR HAVER:  Yes.
2 M5. LaBUDA: 1A?
3 MR, HAVER  Yes.
4 M5. LaBUDA: Thank you. Just
5 opened the wong docunent. You have to
6 forgive ne.
7 HEARI NG OFFI CER CHESTNUT: | am not
8 sure I'mclear. Are you tal king about the
9 filing Exhibit 1A?
10 MR. HAVER: Yes.
11 HEARI NG OFFI CER CHESTNUT: That
12 woul d be the proposed charges and rates?
13 MR HAVER Yes. It's under 1.1
14 Conformty with Existing Law.
15 HEARI NG OFFI CER CHESTNUT: So, you
16 are tal king about the tariffs.
17 MR. HAVER: | amtal ki ng about PWD
18 Exhi bit 1A, Fiscal Year 2023 proposed rates
19 and charges (cl ean cl ot hes).
20 HEARI NG OFFI CER CHESTNUT: Ckay.
21 You are talking about the tariff then that
22 was attached to the filing. Okay. | just
23 want to be sure |I'm | ooking at the right
24 exhi bit.
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MR. HAVER:  Section 1.1.

M5. LaBUDA: M. Haver, | have -- |
apol ogi ze for the delay. You have to
forgive ny clunkiness, but | do have open
PWD Exhi bit 1A, Fiscal Year 2023 proposed
rate and charges, the clean |ine version.

MR. HAVER: |' m aski ng whet her you
reviewed this, saw this and approved this
prior to it being filed?

M5. LaBUDA: Yes. | did reviewit
prior to it being filed. The rates and
charges is approved by the Board, though.
But | did reviewit before it was fil ed.
Thank you.

MR. HAVER: Can you confirmthat it
says nothing contained in here shall be
deened to overrule or annul any existing
provi sions of the Honme Rule Charter or The
Phi | adel phi a Code? Section 1.1.

M5. LaBUDA: Subject to check, |'m
not aware of a statenent in here that says
the Board's rates and charges overrules if
that's a question of the Hone Rule Charter.

MR HAVER: |'mjust asking if you

Strehl ow & Associ ates, |nc.
215-504- 4622




Rat e Heari ng Board 34
4/ 28/ 2022

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

agree that's what it says?

M5. LaBUDA: Could you point to ne
exactly, M. Haver, where it's nmaking that
statenent? |'mon page 1, Definitions.
|'"'m | ooking at, E, Hone Rule Charter.

MR HAVER It's 1.1, Conformty
Wth Existing Law.

MR. DASENT: |Is that |ower on the
sane page, M. Haver?

MR HAVER: | don't know that ny --

HEARI NG OFFI CER CHESTNUT: [t's
after the Definitions.

M5. LaBUDA: Thank you. Again,

t hank you, M. Haver, for your patience. |
do see 1.1. It's page 3 of 37 for anyone
who i s using the pdf.

And not hi ng cont ai ned herein shall
be deenmed to overrule any existing
provi sions of the Hone Rule Charter or the
Phi | adel phia Code. It does state that.

Thank you, again, for your
pati ence.

MR. HAVER: Thank you.

Movi ng on, Ms. LaBuda, did you
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participate in the negotiations which
created the settlenent agreenent which was
approved by the Phil adel phia Water Rate
Board whi ch authorized PWD to raise rates
i n Fiscal Year 20227

M5. LaBUDA: W th ny counsel |
partici pated, M. Haver.

MR. HAVER: Yes. Are you famliar
with the clause entitled Maxi mum
Adj ust nrent ?

HEARI NG OFFI CER CHESTNUT: [|'m
sorry. Cl ause where?

MR HAVER: In the Settl enent

Agr eenent .
HEARI NG OFFI CER CHESTNUT: Hol d on.
Ckay.
M5. LaBUDA: | believe |I have the

Settl enent Agreenent, M. Haver. Wuld you
m nd pointing ne to the page or the
paragraph that you are referring to,
pl ease?

MR HAVER: 1'll be honest, | don't
know i f ny conputer paginates in the sane

way that yours does. But | have it on page
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58 of the Phil adel phia Water Rate Board's
deci si on.

HEARI NG OFFI CER CHESTNUT: Wl |,
there is two subparagraphs entitled Maxi num
Adj ustment. Wiich one are you talking
about ?

MR. HAVER: The one that says
reconciliation under this adjustnent
separately or in conbination wth other
adj ust nrents cannot | ower FY 2023 base rates
i ncremental increase bel ow $0.

M5. LaBUDA: | see that, M. Haver.
It's on page 5 of 8 of the standal one
settl ement sheet.

MR. HAVER: | think you just saved
me the next question, but | wll ask it
anyway. Wbuld you agree that's the
definition of the maxi mum adj ust nent ?

M5. LaBUDA: That's what's in the
settl enent, yes.

MR. HAVER: Thank you.

And to be clear, does that nean
that no matter how nuch noney the Water

Departnent had received through stinulus or
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any ot her nethod, that the rates could not
be | ower than what they are today through
t hese proceedi ngs?

M5. LaBUDA: Wuld you m nd just
repeating that. | don't want to mss --
m s-answer that, M. Haver.

MR. HAVER:. Again, to go back to
your testinony on page 11, line 12 through
15, you state: The anpbunt of any
adj ust rent per stinulus funding would be
subj ect to the maxi num adj ust nent whi ch
requires that any reconciliation under this
adj ust rent cannot | ower the Fiscal Year
2023 base rate increnental increase bel ow
$0.

| s that correct?

M5. LaBUDA: Yes. That's correct,
M. Haver.

MR. HAVER: And does that in plain
English translate to the rates cannot --

t hrough these proceedi ngs, the rates cannot
fall or be reduced below the |evel that
they are at today?

M5. LaBUDA: Subject to check, yes.
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MR. HAVER: Forgive ne. |'m not

sure what that term neans. As M. Dasent

has recently discovered, |I'mnot an
attorney.

M5. LaBUDA: | believe that's
correct, M. Haver. But |, obviously,

would i ke to check wwth ny | egal counsel
and nmake sure |I'm not m srepresenting
sonet hing on the record.

MR HAVER: So, | can wait while
you do that.

MR. DASENT: We will use redirect
for that purpose if, Your Honor, please.

HEARI NG OFFI CER CHESTNUT:  Yes.

MR. HAVER  (Ckay.

Ms. LaBuda, are you famliar with
the Hone Rule Charter Section 8-600? It's
entitled the Language Access Pl an.

M5. LaBUDA: [I'mfamliar with the
Language Access Plan, M. Haver. Yes.

HEARI NG OFFI CER CHESTNUT:  Sorry.
What was that reference?

MR. HAVER:  Section 8 --

HEARI NG OFFI CER CHESTNUT: \Wat was
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the citation?

MR. HAVER:  Section 8-600 of The
Phi | adel phia Hone Rule Charter entitled The
Language Access Pl an.

M5. LaBUDA: M. Haver, can you
point to where in ny testinony this --
where | di scussed the Language Access Pl an,
pl ease?

MR HAVER: Well, I'mgetting to
that. But if you want ne to skip to that
part, I will. Do you want nme to skip to
that part now?

HEARI NG OFFI CER CHESTNUT: Wy
don't we agree that the Hone Rule Charter
says what it says --

MR. HAVER. | have --

HEARI NG OFFI CER CHESTNUT: - -
regardl ess of her understandi ng.

MR. HAVER: | have no idea why we
woul dn't. | just asked Ms. LaBuda if she
was famliar with it, and she said yes.

So, Ms. LaBuda --

MR. DASENT: Just point of

clarification. M. LaBuda actually said
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that she was famliar with the Language
Access Plan as opposed to the Charter, just
so the record is clear.

MR HAVER. All right. So, let ne
go back and ask, Ms. LaBuda, are you
famliar with Section 8-600 of The
Phi | adel phia Home Rule Charter which is the
Language Access Pl an?

M5. LaBUDA: M. Haver, | cannot
say that | have read the full Hone Rul e
Charter. | amfamliar with the
Departnent's Language Access Pl an.

MR. HAVER. (Ckay. |In preparing the
testinony and the proceedi ngs on behal f of
the PWD, did you review the public notice
that was posted on the Phil adel phia Wt er
Rat e Board which reads: On January 21,
2022, the Phil adel phia Water Depart nent
filed advance notice of the initiation of
the special rate proceeding regardi ng a
reconciliation and potential downward
adj ust mrent of water, sewer and storm water
rates and charges previously approved to

take effect Septenber 1, 2022. This
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proceeding is pursuant to the rate

determ nation and joint petition for

partial settlenent in the 2021 general rate
proceedi ngs?

M5. LaBUDA: | did reviewthat,

M. Haver.

MR. HAVER: Do you believe that a
person quoting fromthe Hone Rule Charter
Section 8-600 with limted English
proficiency woul d understand the choice of
wor ds used to publicize today's hearings
and proceedi ngs?

VR, DASENT: (bjection, Your Honor.
| think this is beyond the scope of
Ms. LaBuda's testinony.

HEARI NG OFFI CER CHESTNUT:

Sust ai ned.

MR. HAVER. Ms. LaBuda, who would
be responsible for inplenmenting the rules
and regul ati ons under Section 8-600 of the
Phi | adel phi a Hone Rul e Charter?

M5. LaBUDA: M. Haver, again, |
believe this is outside the bounds of ny

testinmony. And | don't think it's a good
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i dea for ne to guess on which Gty agency
| eads those type of matters on a City-w de
basi s.

MR. HAVER. At the Water
Departnment, |I'mnot asking Cty-wi de. Wo
at the Water Departnent is responsible?

M5. LaBUDA: The Departnent --
again, | believe this is outside the bounds
of ny testinony. But |I'm happy to answer
that the Departnent's Public Affairs
Division | eads the efforts for the
Depart nent .

MR HAVER And will they be
presenting a wtness today?

M5. LaBUDA: They are not. To the
best of ny understandi ng, they are not,

M. Haver.

MR. HAVER: Okay. Ski ppi ng agai n.

On page 13, line 11 and 12 of vyour
testi nony, you state the Depart nent
received no stinulus funding within the
scope of the definition during the --

HEARI NG OFFI CER CHESTNUT: Wit

hold on a second. | have to pull that up.
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What was that reference again, M. Haver?

MR. HAVER. Page 13, lines 11 and

12.

HEARI NG OFFI CER CHESTNUT: Let ne
get 13 up.

MR HAVER O Ms. LaBuda's
testi nony.

HEARI NG OFFI CER CHESTNUT: Rebutt al
testi nony or --

MR. HAVER: No, direct.

HEARI NG OFFI CER CHESTNUT: Hol d on.
Let nme go back. Ckay, | have it.

MR. HAVER: Thank you.

Ms. LaBuda, again, you state the
Departnent received no stimnmulus funding
Wi thin the scope of the definition during
the receipt period; is that correct?

M5. LaBUDA: That's correct,

M. Haver.

MR. HAVER: Qutside the scope of
the definition in the settlenent, did PW
receive directly or indirectly any stinulus
noney?

M5. LaBUDA: W didn't receive any
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stinmulus noney fromthe Anerican Recovery
Protection Act.

MR. HAVER: |'m saying from
anywhere. Fromthe state? Fromthe
Federal Governnent? Fromthe Cty?

Did you receive any stimulus
dol | ars, CARE dollars, any noney that had
been all ocated fromthe federal, state or
city governnent to help with the crisis
that was created through the COvVI D?

MR. DASENT: Pl ease note our
objection that this reaches beyond the
scope of Ms. LaBuda's testinony. The four
corners of the testinony are framed by this
two adjustnents. Federal stinulus
adjustnent is defined in the joint petition
for settlenent. And this is outside the
range of the adjustnents that are to be
made in this proceeding.

HEARI NG OFFI CER CHESTNUT: | agr ee.
It is outside the scope of the proceeding
because it does define the eligihble
stimulus funding. But if you can answer

the question, | think it is irrelevant
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frankly because it doesn't matter what they
recei ve because it doesn't fall within the
definition. So, it can't be used as the
basis for any adjustnent.

Can you briefly answer that
guestion, M. LaBuda, or not?

M5. LaBUDA: | can. W did not --
we received a reinbursenent under the
original act for expenses related to COVID
and budget ed expenses. And that was
witten in ny testinony.

But outside of that, |I'mnot aware
of any direct receipt of funding to the
Departnent. | can't answer that on a
Ctyw de basis. But we don't have -- we
didn't receive direct funding to the best
of ny know edge outside of that one
rei nbursenent in ny testinony for expenses
not contenplated in the Fiscal Years 20 and
21 budget related to COVID expenses for
protective equi pnent for our critical
enpl oyees.

MR. HAVER: And going to your

testi nony on page 14, lines 18 to 20, you
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state that the Cty did not allocate
anounts under ARPA to PWD during the
recei pt period; is that correct?

M5. LaBUDA: That's correct.

MR. HAVER. Did PW ask Gty
Council to allocate ARPA funds?

M5. LaBUDA: W asked the budget --
|"msorry. W asked the Director of
Fi nance to allocate ARPA funds. W did not
ask Gty Council.

MR. HAVER And why is that?

M5. LaBUDA: The ARPA funds were
controlled -- again, this is outside of the
bounds of ny testinony. |'m happy to
attenpt to answer the question.

We asked the question to the person
responsi ble for those allocations, which is
t he Budget Director.

MR HAVER. So it's clear on the
record, how did you ask the Budget D rector
for those funds? In a witten request?

M5. LaBUDA: Again, this is outside
the bounds of this rate case testinony.

But |'m happy to rem nd you that in ny

Strehl ow & Associ ates, |nc.
215-504- 4622




Rat e Heari ng Board 47
4/ 28/ 2022

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

prior rate case testinony, | believe we
subm tted the actual neno that was
submtted to the Director of Finance. But
again, this appears to be outside of ny
current testinony, M. Haver.

MR. HAVER:  Since the Settl enment
Agreenent, did you ask for funding --

HEARI NG OFFI CER CHESTNUT:  Look, |
t hi nk we spent enough tine on this. You
raised this in the underlying base rate
case, discussing the settlenent about the
Water Departnent's efforts to seek out and
obtain additional funding. And it was
address there. It's not part of this case.

We have noved on, so why don't you
nove on with your questions, please.

MR. HAVER. Well, | want to put on
the record that |'m asking about things
t hat have happened since the Settl enent
Agr eenment was i nposed upon rate payers.
"' m not asking about prior. |'m asking
directly because in Ms. LaBuda's testinony,
she says that they did not receive any.

And so, | am asking what effort
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they put in to getting these revenues after
the settlenent was signed that was --

obvi ously, could not have been covered
during the settl enent proceedi ngs.

HEARI NG OFFI CER CHESTNUT: Al |
right. Do you have anot her question?

MR HAVER: Well, | amwaiting for
you to acknow edge that | am not asking
about situations before the settlenent, but
| " m aski ng about conditions after the
settl enent.

HEARI NG OFFI CER CHESTNUT: | don't
understand the point of this. Dd you -- |
mean, is there sonme kind -- to indicate
that there were funds avail able that the
Departnent didn't get?

MR. HAVER:  Absol utely.

HEARI NG OFFI CER CHESTNUT: Did
you -- | nean, is there sone basis for
that --

MR. HAVER. W are going to get to
that part in a second.

HEARI NG OFFI CER CHESTNUT: - -

besi des your feeling that there should be
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nor e?

MR HAVER. W are going to get to
that part in a second.

HEARI NG OFFI CER CHESTNUT: Wel |,

let's go to it now

MR HAVER. Well, | want to, again,
establish the record. | want to ask and
put nmy case on in the way that | want. [|'m

aski ng.

HEARI NG OFFI CER CHESTNUT:  Your
case has to be put on within the scope of
t hi s proceedi ng.

MR HAVER. | amask -- again, if
you rule ne out of order, you can. But |I'm
not seeking your advice. | don't believe
your advice is helpful to ne.

HEARI NG OFFI CER CHESTNUT: | ' m not
giving you advice. |'mgiving you
directives at this point.

MR. HAVER.  You do not --

HEARI NG OFFI CER CHESTNUT: Pl ease,
ask your next question.

MR. HAVER: |'m asking -- again, ny

guestion is, since after the Settl enent
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Agreenent was signed and i nposed, did PWD
ask the Finance Director or Gty Council
for ARPA funds?

M5. LaBUDA: The City's decision
was made. The nonies were allocated. W
didn't -- again, outside the bounds of ny
testinmony. So since the decision was nmade,
t he noney was all ocated, we did not submt
anot her request post the settl enent,
M. Haver.

MR. HAVER:. Thank you. 1In the
Fi scal Year 2021 Summary Five Year
Fi nanci al Projection Plans dated
February 2022, which | believe you prepared
and has been attached as an exhibit, is
that correct that you prepared it or had it
pr epar ed?

MR, DASENT: Wiat are we referring
to, M. Haver? |'msorry.

MR. HAVER:  Fiscal Year 2021
Summary and Five Year Financial Projection
Pl an dated February 2022.

HEARI NG OFFI CER CHESTNUT: What's

the citation for that?
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MR HAVER: It's an exhibit.

HEARI NG OFFI CER CHESTNUT: Was it
attached to your direct -- where was it? |
amtrying to find it here.

MR HAVER It's attached as an
exhi bi t.

HEARI NG OFFI CER CHESTNUT: To what ?

MR. HAVER: To her direct
testi nony. Excuse ne, to Ms. LaBuda's
direct testinony. Forgive ne, | don't nean
to refer to you as a her.

M5. LaBUDA: Thank you, M. Haver.

HEARI NG OFFI CER CHESTNUT: Is that
VB47?

MR. DASENT: | think it's Schedul e
M- 2.

HEARI NG OFFI CER CHESTNUT:  M.- 27

MR. DASENT: Yeah.

M5. LaBUDA: Thank you, Andre --

MR, DASENT: | prefer Andre.
M5. LaBUDA: If it hel ps, Madam
Hearing Oficer, it's the appendix to the

Power Poi nt presentation in ny testinony
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right before the rating agency reports.

HEARI NG OFFI CER CHESTNUT: Ckay.
Al right. | got it now.

MR. HAVER: Ms. LaBuda, did you
prepare that or have it prepared?

M5. LaBUDA: | did have it
prepared, M. Haver.

MR. HAVER: (Okay. And does it
state as of January 3, 2022, there are over
69, 000 accounts eligible for shutoffs?

M5. LaBUDA: |'msorry, M. Haver.
| don't see that in this table. Can you
point me in the direction of where that is
in this table?

MR. HAVER: |'m not sure what
you're asking ne, so | don't --

HEARI NG OFFI CER CHESTNUT: She is
asking what line it is.

MR. HAVER: Again, ny conputer
doesn't paginate in the sane way. So, |
don't have --

HEARI NG OFFI CER CHESTNUT: No, the
exhibit has lines on it, doesn't it?

MR HAVER: No. It's an attachnent

Strehl ow & Associ ates, |nc.
215-504- 4622




Rat e Heari ng Board 53
4/ 28/ 2022

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

that was a report.

HEARI NG OFFI CER CHESTNUT: Are we
| ooki ng at M.-2?

MR. HAVER. Don't know, Your Honor,
what you are | ooking at.

HEARI NG OFFI CER CHESTNUT: Are you
| ooki ng at Schedul e M.-2?

MR. HAVER: Again, |'mlooking at
the Fiscal Year 2021 Summary and Five Year
Fi nanci al Protection Plan dated February --

HEARI NG OFFI CER CHESTNUT:

M. Dasent, can you hel p ne out
her e?

MR. DASENT: Yeah. |'mscanning it
trying to see in M--2 is there any
reference to the 69, 000.

MR, SHULTZ: This is M. Shultz. |
believe it's under Schedule M.-2. And the
heading is Policy Considerations. There is
a maj or headi ng of Operation where you in
System Level Pl anni ng, Water Master Pl an,
Capital Inprovenent, CIP and then policy
consi derations. And a subheading with

Shut of f Moratori um
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MR. DASENT: Ah, it's page 35 of
139.

M5. LaBUDA: Thank you, again, for
your patience, M. Haver.

MR. HAVER: You're certainly
wel cone.

HEARI NG OFFI CER CHESTNUT: Page 35
of 139? | thought | had it.

MR. DASENT: Yeah. It says Policy
Consi derations in the heading. Shutoff
Moratoriumis the subheadi ng.

HEARI NG OFFI CER CHESTNUT: Onh, |
see. Ckay. So, it's the text not the
table you are tal king about. Not the
scope -- okay.

MR. DASENT: |'ve forgotten the
guestion, M. Haver.

MR. HAVER. My question for
Ms. LaBuda was, did you wite or have
witten testinony, quote, as of January 3,
2022, there were over 69,000 accounts
eligible for shutoffs?

M5. LaBUDA: Yes.

MR. HAVER: Has that nunber changed
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since this report was prepared?

M5. LaBUDA: Again, outside of the
bounds of ny current testinony. And yes,
the nunber is different today.

MR. HAVER. Wiat is that nunber as

of today?
M5. LaBUDA: | would have to get
back to you. | don't want to msstate it

on the record, M. Haver.

MR. HAVER: Do you believe that
t hat nunber has increased or decreased?

M5. LaBUDA: | believe the nunber
is different. And | don't want to forecast
anything that's incorrect on the record. |
woul d be happy to provide it in a witten
response. Again, it's outside the bounds
of ny current testinony. But we wll get
back to you.

MR HAVER: At the tine that you
wote the or had witten the Sunmary and
Fi ve Year Financial Plan, was the Water
Assi stance Program which sonetines gets
called LIHWAP, in place?

M5. LaBUDA: Again, | think this is
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1 over -- | believe LIHMP started in
2 January, but | would have to -- subject to
3 check, | would have to confirmthe exact
4 date that LIHWAP kicked off in the
5 Commonweal th of Pennsylvania. | believe it
6 was January.
7 MR. HAVER: Thank you. Excuse ne.
8 Are you famliar with the LI HWAP
9 progr anf
10 M5. LaBUDA: Generally speaking,
11 yes.
12 MR. HAVER. Wbuld you agree that it
13 offers up to $5, 000 per househol d?
14 M5. LaBUDA: That is ny
15 under st andi ng of how the Commonwealth is
16 adm ni stering the program Correct.
17 MR. HAVER: How nmany of the people
18 schedul ed for shutoffs do you project wll
19 be receiving the LI HWAP grant?
20 M5. LaBUDA: | believe this is
21 out side the bounds of ny testinony. And I
22 do not have a projection for you,
23 M. Haver.
24

MR. HAVER: |If any noney is
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recei ved through the LI HMP grants, how
will that be allocated in PAD s revenue?

MR. DASENT: bjection. This is
beyond the scope of Ms. LaBuda's testinony.
And we ask that we sort of stay on the path
of the two adjustnents that are before us,
ei ther federal stimulus or the financial
performance adjustnent. That those are the
boundaries of this particular testinony and
thi s proceedi ng.

HEARI NG OFFI CER CHESTNUT: |
t hink --

MR. HAVER. LIHWAP is a federal
stimulus project program And of course --

HEARI NG OFFI CER CHESTNUT:  Ckay.
wel |, obviously, that's not relevant to the
federal stinulus funding as defined in the
Settl enment Agreenent. But | thought the
pur pose of the questioning was to determ ne
the i nmpact of any recommended adj ustnent.
Because | guess | don't understand to sone
extent because the Rate Board al ready
approved the rate increase.

The rates can only go down. So any
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| npact on existing custonmers would only be
positive.

| s that your understandi ng,
M. Haver?

MR. HAVER. My understanding is

that as part of the Settl enent Agreenent in

whi ch the Public Advocate was given a
no-bid contract, they agreed to a rate
i ncrease this year and a rate increase next
year. And these hearings are to see how
| arge next year's rate increase wll be.

HEARI NG OFFI CER CHESTNUT: That is
i ncorrect.

MR. HAVER. Ckay. Tell ne, again,
what you just said then.

HEARI NG OFFI CER CHESTNUT: You are
conpletely incorrect on that. The rate
| ncrease was al ready approved.

MR. HAVER:. Wasn't it approved
t hrough the settlenment?

HEARI NG OFFI CER CHESTNUT:  Thr ough
the settlenent.

MR. HAVER: And wasn't that the

settlenment -- wasn't that a settlenent the
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Publ i c Advocate agreed to?

HEARI NG OFFI CER CHESTNUT: -- can
be made to reduce the rates that have
previ ously been approved.

MR. HAVER: Wasn't that --

HEARI NG OFFI CER CHESTNUT: They can
only go down. They can't go up.

MR. HAVER: Wasn't that a
settlenent the Public Advocate agreed
t oday?

HEARI NG OFFI CER CHESTNUT: Wat's
the point of that question? O course they
di d.

MR. HAVER: | just want to nake
sure we are tal king about the sane
sett| ement.

HEARI NG OFFI CER CHESTNUT: O
course it is.

MR HAVER: (Ckay. And isn't it --
don't we have direct testinony from
M. LaBuda that the rates cannot go down
bel ow the | evel they are at now?

HEARI NG OFFI CER CHESTNUT:  No.

That is not her testinony.
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MR. HAVER. So, can we go back then
and clarify that?

HEARI NG OFFI CER CHESTNUT: So her

testi nony -- okay.
MR. HAVER. Because that --
HEARI NG OFFI CER CHESTNUT: | can

generali ze.

MR. HAVER:  You tal k about the
maxi mum adj ustnent. | believe that's what
she said. So, | would like to go back and
revisit that definition then.

HEARI NG OFFI CER CHESTNUT:  No.
What we are tal king about is the
I ncremental increase scheduled to take
effect on Septenber 1.

MR HAVER  But --

HEARI NG OFFI CER CHESTNUT: It's the
I ncrenental increase that may be adj usted
downwar d.

MR. HAVER:. But the rates cannot go
down t hrough these proceedi ngs bel ow t he
| evel they are at now, is that correct?

HEARI NG OFFI CER CHESTNUT: No. The

settl enent says that any adjustnent cannot
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be used to reduce the increnental increase
bel ow zero.

MR. HAVER: R ght. Wich neans,
again in plain | anguage, that the rates
cannot go down bel ow where they are today.

HEARI NG OFFI CER CHESTNUT: Because
of this adjustnent. That is correct.

MR HAVER. And that's all we are
di scussi ng these proceedings; i1s that
correct?

HEARI NG OFFI CER CHESTNUT:  Yes.

MR. HAVER: Ckay. So again, ny
guestion is, how nuch does the Water
Departnent project it will be collecting
t hrough LI HWAP? And how wi |l that noney be
al l ocated in revenues by the PWD?

MR. DASENT: (bjection. That has
nothing to do with either one of the
adj ustnents. Any LI HWAP assi st ance does
not fall wthin the definition of federal
stimulus. And the receipt period is
rel evant to this discussion, also. And the
recei pt period ended Decenber 31.

HEARI NG OFFI CER CHESTNUT: |
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t hought we already discussed this. M
under st andi ng, M. Haver -- because

M. Dasent is correct. LIHWAP -- those
funds cannot be considered within the
definition of federal stinulus funding as
defined by the settl enent.

| thought you were going to see
what the inpact if any adjustnent is nade.
And that's why | didn't understand it. Any
adj ust nent i s goi ng downwar d.

MR. HAVER. So, | have on the
record what you just said, correct? Let ne
make sure | understood it.

You are saying that the LIHWAP
revenues fall outside of the definition
agreed to in the settlenent; is that
correct? Have | understood you?

HEARI NG OFFI CER CHESTNUT: That's
nmy under st andi ng, yes.

MR. HAVER. Ms. LaBuda, is that
your under st andi ng?

M5. LaBUDA: Yes. That's ny
under standi ng, as well, M. Haver.

MR. HAVER. Ms. LaBuda, | only have

Strehl ow & Associ ates, |nc.
215-504- 4622




Rat e Heari ng Board 63
4/ 28/ 2022

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

a few nore questions. | appreciate your
patience wth ne.

Did you attend the Gty Counci
heari ngs yesterday?

M5. LaBUDA: Yes. This is outside
t he bounds of ny testinony. But yes, |
attended the hearings yesterday.

MR. HAVER. Was the hearing on the
Phi | adel phi a Water Departnent?

MR, DASENT: Just note our
conti nui ng objection. These questions have
absolutely nothing to do with the
proceedi ng unless in the next question we
have sonething that ties to one of the two
adj ust nent s.

HEARI NG OFFI CER CHESTNUT: | don't
have a question. Again, | really don't see
t he rel evance.

MR HAVER: | will help you.

Ms. LaBuda, did your testinony at
Cty Council yesterday talk about the
federal stinulus prograns?

M5. LaBUDA: During the Fiscal 23

Budget Testinony, | did discuss different
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grants the Departnent has applied for,

whi ch are also detailed in the Board
reports we submt on a nonthly basis. And
which, | believe, are also posted. | did
review sone of those sane applications in
Counci|l testinony yesterday. Yes.

MR. HAVER: Did any Council menber
offer to help the Phil adel phia Water
Departnent get grants?

MR, DASENT: Just note our
conti nui ng objection. Thank you.

M5. LaBUDA: This is outside the
bounds of ny testinony. Yes, soneone
offered to provide -- a Council person did
offer to provide additional information
which | wel coned. Thank you, M. Haver.

MR. HAVER:. Ms. LaBuda, had you
asked that Council person previously for
hel p getting stinulus dollars?

M5. LaBUDA: CQutside of ny
testinony, the answer is no.

MR. HAVER. Thank you. That's all
| have. | appreciate your patience.

HEARI NG OFFI CER CHESTNUT: Ckay. |
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guess there is no further cross.

Do you want the opportunity to
redirect, M. Dasent? Should we take a
short break?

MR. DASENT: Thank you, yes.

HEARI NG OFFI CER CHESTNUT: How
about we resunme -- it's 10:05. How about
i f we resune at 10: 10.

VR. DASENT: Ckay.

(Of the record at 10: 05 a. m)

(Back on the record at 10:13 a.m)

HEARI NG OFFI CER CHESTNUT: Shall we
resune?

MR. DASENT: Ms. LaBuda, on
cross-exam nation by M. Ballenger, you
i ndi cated that the stipulation's starting
bal ance -- when you refer to the starting
bal ance in the stipulation, | believe it's
at paragraph six. Now that starting
bal ance was agreed to.

What is in controversy in this
particul ar case?

M5. LaBUDA: The nmaxi num adj ust nent
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or the ending balance is what -- is --
we're discussing in this case.

MR. DASENT: kay. So, there is no
controversy considering paragraph six of
the stipul ati on?

M5. LaBUDA: There is no
controversy on paragraph six of the
stipul ati on.

MR. DASENT: Now, M. Ball enger
al so raised the issue of the Capital Fund
transfer, 13.2 mllion roughly in Fiscal
2021. He indicated there was inpact on
coverage fromthat particular transfer, and
you agr eed.

But what's the inpact on custoner
costs in terns of the cost that custoners
bear for our construction progranf

M5. LaBUDA: Sure. Any transfers
fromrevenues to the capital account
reduces the anmount the Departnent needs to
borrow. |If you borrow | ess noney, your
debt service is lower. So, it would reduce
t he debt burden to custoners.

VR, DASENT: kay. Now, M. Haver,
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raised in his cross-exam nation, you know,
whet her we have gone back to the Gty
Council after the settlenment in the |ast
case. Didthe Cty indicate during the
course of the last case, it's possession
concerning the allocation or ARPA nonies to
the Cty as a whole as opposed to the Water
Depart nent Finance Director?

M5. LaBUDA: The Finance Director,
yes.

MR. DASENT: That's -- that's all
we have, Judge Chestnut.

HEARI NG OFFI CER CHESTNUT: Ckay.

M. Ballenger, do you have any
recross based on the redirect?

MR. BALLENGER: Just one quick
guestion, and | appreciate the opportunity
again. | just wanted to recogni ze and have
you confirm M. LaBuda, that the
Departnent has filed nonthly updates
pursuant to the settlenent which lists all
of the efforts it's taking to pursue
financi al assistance fromthe Federal

Governnent, hasn't it?
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M5. LaBUDA: That's correct.

MR. BALLENGER: And that that |ist
IS grow ng?

M5. LaBUDA: Yes, it is. That's
correct.

MR, BALLENGER: Thank you,

Ms. LaBuda.

M5. LaBUDA: Thank you.

HEARI NG OFFI CER CHESTNUT: Ckay.

M. Haver, do you have any recross
based on the redirect?

MR HAVER. | was going to ask a
guesti on.

HEARI NG OFFI CER CHESTNUT: (o
ahead.

MR. HAVER. Ms. LaBuda, the efforts
that you list in the nonthly reports, am|
to understand that they've all been
unsuccessful ?

M5. LaBUDA: No.

MR. HAVER. So, you have received
stimulus dollars?

M5. LaBUDA: We have received | ow

cost loans to date, M. Haver. W have not
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received any stinmulus dollars. So when --
as detailed in the Board Report, we have
spent significant anounts of effort
applying for financial assistance with the
Commonweal th of Pennsylvania. And it has
all resulted, even in our nost recent
award, in very |low cost | oans. The nost
recent award was 1 percent for

125 mllion-dollar project.

MR. HAVER: How nmuch did that save
rate payers?

M5. LaBUDA: | would have to get
back to you on that cal culation, M. Haver.
| don't have that w thin reach.

MR. HAVER: Woul d that savings
count as under the definition that the
Publ i c Advocate and the Water Departnent
agreed to in the settlenent?

M5. LaBUDA: | believe it's outside
the definition, M. Haver.

MR HAVER |'msorry?

M5. LaBUDA: It's ny understandi ng
It's outside the definition, M. Haver.

MR. HAVER. So to be very clear,
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the savings that -- the applications that
you report nonthly and the savings that are
generated through those efforts do not

count as stinulus dollars under the
definitions that was agreed to by the
Publ i c Advocate and the Phil adel phia Water
Departnent; is that correct?

M5. LaBUDA: Definition didn't
contenpl ate reduce debt service, so that is
correct, M. Haver.

MR. HAVER: Thank you.

M5. LaBUDA: You're wel cone.

MR. HAVER: Again, just to be
clear, there are no other dollars that the
Phi | adel phi a Water Departnent was
successful in obtaining in the |ast 24
nont hs through the -- any of the stinulus
packages; is that correct?

M5. LaBUDA: That's correct,

M. Haver.

MR. HAVER: Thank you.

HEARI NG OFFI CER CHESTNUT: Okay. |
was a little remss. Thank you,

Ms. LaBuda, you are excused as are the
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ot her two nenbers of the panel.

| was a little remss in starting
here because I -- we don't -- it's not a
formalized procedure the way PC Heari ngs
are. So, we don't do voir dire. But |
think I should have had you at | east
i dentify the nenbers of the panel,

M. Dasent. How about better |ate than
never, if you can identify.

MR, DASENT: Sure. Ms. LaBuda,
obvi ously our Chief Financial Oficer at
t he Phil adel phia Water Departnent, was our
| ead on the panel. Also present and
participating are Ms. Katherine C upper,
who is a Managing Director at PFM Fi nanci al
Advi sors. And Peter N ssen, who is a
Managi ng Director at Acacia Financi al
Advi sors.

And so between those three, that
was our panel. And they are identified in
the resunes attached to their direct
testinony in this case.

HEARI NG OFFI CER CHESTNUT: Ckay.
Thank you.
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Shall we nove on then to your next
panel ?

MR. DASENT: Yes. The next panel
woul d be the Black and Veatch panel. And
i ncluded in that panel will be Ann Bui,
Brian Merritt and Dave Jagt. All nenbers
of Bl ack and Veat ch.

HEARI NG OFFI CER CHESTNUT: And do
you have any additions to or corrections to
the testinony other than what you've
al ready i ndi cat ed?

MR, DASENT: No.

HEARI NG OFFI CER CHESTNUT: Ckay.

So | guess, M. Ballenger.

MR. BALLENGER: Thank you.

Li ke to start off the Residual Fund
and the discussion of the Residual Fund in
your rebuttal.

And you criticized M. Mrgan for
cal cul ati ng his adjustnent based on the
endi ng bal ance in the Residual Fund as well
as the Rate Stabilization Fund, right?

MR, DASENT: May | ask where you

are referring, just to get a page
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1 reference?
2 MR. BALLENGER: | believe it's page
3 9.
4 MR. JAGI: That's in the rebuttal
5 t esti nony?
6 MR. BALLENGER  Correct.
7 MR. JAGI: Gve us a second.
8 So our --
9 MR. BALLENGER: |'msorry. Just to
10 be clear, it's Q%A 11 is what | am
11 referring to.
12 M5. BU: And so, Rob -- if you
13 don't mnd, M. Ballenger, could you repeat
14 t hat question now that we found where you
15 are referring to?
16 MR. BALLENGER: Just trying to
17 summari ze your testinony and nake sure |
18 understand it correctly.
19 M5. BUI: Under st ood.
20 MR. BALLENGER  And | believe what
21 you are saying is that the -- you're
22 criticizing M. Mrgan's direct because he
23 used the Residual Fund bal ance as a
24

consideration in his testinony; is that
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correct?

MR JAGT: That is correct.

MR. BALLENGER: Ckay. And there on

page 9 in QRA 11, you state that the
stipul ati on does not include the Residual
Fund and its terns; simlarly, the terns
and conditions of the Joint Settlenment
position also do not contenplate and you
say the adjustnent there.

|s that a correct statenent based
on your testinony?

MR. JAGI: That's correct.

MR. BALLENGER: Would you agree
that the over-performance that M. Mrgan
cal cul ates, around $10.7 mllion, is based
solely on the anounts in the Rate
Stabilization Fund?

MR, JAGI: Sure. As initial
out - performance based on the Rate
Stabilization Fund bal ance. That's
correct.

MR. BALLENGER: Okay. Would it be
I nconsi stent with the settlenment or the

stipulation if M. Mrgan testified that
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all $10.7 mllion should be shared with
custoners, returning 100 percent of that
anmount in reduced rates?

MR. JAGI: | guess it would be
subject to his interpretation of sharing.
But Sharing would inply sonething | ess than
a hundred percent, correct?

MR. BALLENGER: Wuld it --
that's -- I"'mnot a witness, so |I'm not
going to answer it. But | amgoing to go
down that line with you then.

So what if M. Mrgan testified
that 75 percent of the 10.7 should be
shared? Wbuld that be consistent with
t hose docunents you referenced, the
stipulation in the settlenent?

MR, JAGI: It would be his position
regardi ng the -- the sharing.

MR. BALLENGER: You woul dn't say
that was inconsistent wwth those docunents
then? You would sinply say you di sagree
with his testinony, right?

M5. BU: [If | could,

M. Ballenger. | believe that the anount
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of the sharing or the -- that distribution
was to be determ ned as part of the
proceeding, as well. It doesn't
necessarily indicate it's inconsistent with
the -- if that's M. Mrgan's position.

MR. BALLENGER: Ckay. And is there
any provision in the settlenent or the
stipulation that requires M. Mirgan to
i gnore the Residual Fund Bal ance in
cal cul ating his proposed adjustnent?

MR. JAGI: The settlenent clearly
| eaves out the bal ance in the Residual Fund
as the basis for the adjustnents. It
clearly indicates that the only bal ance
that's going to be recognized is the Rate
St abi li zati on Fund.

And whet her you recognize it in
your initial calculation or in the
foll owup allocation of that amount, it --
recognizing it anyway, isn't appropriate
Wi thin the bounds of the settlenment which
clearly indicates that it should be based
on the Rate Stabilization Fund.

MR BALLENGER: And the
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Departnent's position is that no adjust nment
shoul d be made based upon the targeted --
you know, the financial netric of 135
mllion in the Rate Stabilization Fund.

Does that figure appear anywhere in
the settlenent or the stipul ation?

MR. JAGT. The specific 135
mllion, no. But identifying a threshold,
yes.

MR. BALLENGER: So al t hough that's
not included in either of those two
docunents, just like the Residual Fund is
not included in either of those two
docunents --

M5. BU: Can you give us
clarification? Wat's "that"?

MR. BALLENGER: The 135
m | 1ion-dollar bal ance.

MR. JAGT: So, M. Ballenger,
during the 2018 rate proceeding, it was
establ i shed and al so suggested or stated
that the Board and the Departnent going
forward wll recognize the 135 mllion as a

target for the Rate Stabilization Fund.
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MR. BALLENGER: And has that been a
affirmed in subsequent rate determ nations
to your know edge?

MR JAGI: It's been continually
recogni zed that the --

MR. BALLENGER: By the Board? By
the Board, M. Jagt?

MR, JAGI: In that the position of
the rate -- or the Water Depart nent
continually supplying the -- as a target,
we are going to try and maintain the
135 mllion. And that's always in our
presentation and the -- for the rate case.
Whet her it's recognized in the
determination is -- mght not have been
specifically identified.

But providing the revenues to
mai ntain that |evel has been clear.

Plus --

MR BALLENGER  Yes.

MR. JAGT:. -- per the 2018
decision, it was saying going forward, it
wi Il be recognized.

M5. BU: Yeah. If | may, |
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believe, M. Ballenger -- and |'m sure that
we can have that subject to check from our
| egal counsel -- is that it has not been
relitigated as to whether or not --

MR. JAGI: That's true.

M5. BU: -- 135 1is the -- was
going to change. So to the best of our
know edge since the 2018 rate
determ nati on, that has been the target.

MR. BALLENGER: And in the -- kind
of going down a path I wasn't sure we woul d
need to go dowmn. | think it's inportant to
not e here.

The -- the statenent from S&P
regardi ng m ninum Rate Stabilization Fund
bal ance, was that described or discussed in
the settlenent or the joint petition?

MR. JAGT: No. The position of S&P
was provided after that -- the date of the
settlenent. However, they have al ways
expressed concerns regarding liquidity for
t he Depart nent.

MR. BALLENGER  Just want to nake

sure that we all understand that your --
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the Departnent's witnesses are relying upon
a bunch of stuff that's not in the
settlenent or the stipulation. And your
testinony criticizes M. Mrgan for the
sanme thing basically.

MR JAGI: Right. However, these
references that we are providing are all
relative to the Rate Stabilization Fund and
not the Residual Fund.

MR, BALLENGER: And you recognize
that M. Morgan's proposed adj ustnent of
6.6 mllion is based on the balance in the
Resi dual Fund, correct? |'msorry, based
on the balance in the Rate Stabilization
Fund.

MR. JAGI: His initial anount, yes.

MR. BALLENGER: Ckay. And the
proposed adjustnent is |less than the total
difference he identifies in the Rate
Stabilization Fund bal ance, correct?

MR JAGT: Correct.

MR. BALLENGER: Ckay. So on pages
10 and 11, your Rebuttal Statenent clains

that -- your belief that the Fiscal 2021
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Rate Stabilization Fund bal ance in the
settlenent results from projected revenues
and expenses that were not agreed to.

|s that a correct summary of your
testinony there?

VR, DASENT: Wi ch question and
answer are you referring to?

MR. BALLENGER: Page 15, | believe.

MR. JAGT: | nean, he did not
provide any justification of whether it's a
reasonabl e anount of reserves for the
Depart nent to nai ntain.

MR, BALLENGER: |' m aski ng about
your testinony. Am/|l correctly
under st andi ng your testinony as sayi ng that
the balance in the Rate Stabilization Fund
results fromrevenues and expenses t hat
were not agreed to?

MR, DASENT: Are you referring to
lines 24? It |looks |like 24 and 23.

MR. BALLENGER: Yeah, 23 and 24.

MR. DASENT: Yeah. That's what |
t hought .

MR. JAGI: That is correct.
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MR. BALLENGER: Ckay.

MR. JAGI: The balance is reflected
in the tables of the rate or the
settlenent. Those bal ances you end up at
as a result of revenues, projected revenues
and projected expenses which -- none of
whi ch were agreed to as this was a bl ack
box settlenent.

MR. BALLENGER: That's where | was
going. You're intending to describe here
the nature of black box settl enent where
specific adjustnents to the revenues and
expenses were not agreed upon, right?

MR. JAGI: That is correct.
Correct.

MR, BALLENGER: Isn't it true that
the settlenent set forth the agreed upon
final revenue requirenents negoti ated
bet ween the Departnent and the Public
Advocat e?

MR. JAGT:. Wen you | ook at the
settlenent and it points out that it's a
bl ack box settlenent and there are no

agreenents, the very next paragraph
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establ i shes what the agreenent was. And
that identifies the additional revenues.
The additional revenues for Fiscal Year 22
and 23 were the only fed nunbers that we
are agreeing to.

MR. BALLENGER: And those -- so, we
didn't agree upon the inputs. But you
agree that we -- we agreed on the outputs
t hen?

MR. JAGI: W agreed to the
addi ti onal revenues for 22 and 23.

MR. BALLENGER: |Is that an out put
of the rate nodel ?

MR JAGI: So it's -- it's based on
the -- based on the unagreed to
adj ust nents, we adjusted themto achieve
the additional revenues as reflected on
those lines and tables U 1A to achieve the
| evel or the -- to establish the rates to
devel oped that | evel of additional
revenues.

That's correct.

MR. BALLENGER  Okay. And you

woul d agree that there were additional
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outputs fromthat nodel, including the

bal ance shown in the Rate Stabilization
Fund on page 13 of the Public Advocate

exhi bit hearing. That is also an output of
that rate nodel, correct?

MR. DASENT: |'mscrolling there.

MR JAGI: Line 13.

MR BALLENGER  Sorry. Page 13,
line 41.

MR JAGI: O the settlenent?

MR. DASENT: O the Cl1 table on --

MR. BALLENGER: O the Cl1 table
included in the rate determ nation.

MR, JAGI: Right. Which provides
Fi scal Years 22 and 23?

MR BALLENGER  Yes.

MR. DASENT: And the end-of-year
bal ance of the Rate Stabilization Fund is
what you are asking the question about?

MR. BALLENGER: Well, actually, |
woul d start with the begi nning of the year
bal ance in |ine 39.

MR. DASENT: Okay.

MR. BALLENGER  That's al so an
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out put of the rate nodel based upon the
Settl| enment Agreenent.

MR. JAGI: Based on the additional
revenues. So to understand this position,
you are starting from a begi nning bal ance
of the Rate Stabilization Fund as of Fi scal
Year 2000. We're projecting through 2001,
2002 and -- 2021, sorry. So, 2020. W
proj ect through Fiscal Year 2021, 2022 and
2023. However, the revenue requirenents
were not agreed to and neither are the
revenues.

So to say that you agree to the
outcone of that as a result of conparing
the unagreed to revenues to unagreed to
expenses and continue to add to the bal ance
or deduct fromthe balance is -- we are
acknow edging that that is not an agreed to
nunber. We coul d have done those tables
based on a different m x of the subjects.

So going back -- if we |ook at the
deci sion, wthin the decisions fromthe
Board -- sorry, it's probably the Heari ng

Oficer's report, it recognizes that the --
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you know, the black box settlenent, we are
not agreeing to a specific adjustnents. In
fact, like in a quote fromthe PC, it says
that there are nunerous ways to cone to the
agreenent of the additional revenues. W
could have identified or got to the sane

| evel of additional revenues by adjusting
revenues, by adjusting O&M expenses, by

adj usting projected debt service.

It's any conbi nation of those that
woul d have conme out with a different Rate
Stabilization Fund balance. So we did --

t he anmount of bal ance that shows up in
those tables is subject to all the
assunptions in there, which were not agreed
to. If we had manipulated it to reduce O&M
i nstead of using rate stabilization bal ance
to conme up with additional revenues, we
woul d have had additi onal bal ance.

This is one of the reasons why we
did not agree in the settlenent to conpare
it to these nunbers. W agreed to conpare
it to a threshold, which would be

di scussed. And our position is those
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nunbers are not legitinmate nunbers to base
a projection on them

MR, BALLENGER: That's interesting.
Let me just ask, | nean, you are aware that
t he ordi nance governing the Board requires
it to determ ne appropriate |evels of
reserves to be maintained during the rate
period, are you not?

MR, JAGT: Yes.

MR, BALLENGER: Ckay. And you're
suggesting that the funds shown in the rate
determ nation as reserves for the
Departnent for Fiscal Years 2022 and 2023
are not real nunbers? They are made up
nunber s?

MR, JAGI: They are --

MR, BALLENGER: Made them up?

MR. JAGT. They are one
presentation of the possible outcone
dependi ng on how -- how we were going to
get to that result.

MR. BALLENGER: (Okay. Excuse ne.
How you were going to get to that result.

| believe it's the Board's rate
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determ nation. So, these nunbers are in
the rate determnation. They are actually
not in the settlenent. | would correct you
on that, M. Jagt.

The bal ances shown in the Rate
Stabilization Fund and the Residual Fund
are in rate determnation for a reason. So
if they are not legitimte nunbers, then |
suppose the Board viol ated the ordi nance.

| s that your position?

MR. DASENT: bjection. | think

you are m scharacterizing M. Jagt's

t esti nony.

MR. BALLENGER: | think |
understand it pretty well. Let's just nove
on.

MR JAGI: | would Iike to point

out that there are a nunber of projections
of the Rate Stabilization Fund bal ance on
the record. The Board reviews or nakes
their decisions based on what's on the
record.

MR. BALLENGER: (Ckay. On page 13

of your rebuttal -- I"mgetting there --

Strehl ow & Associ ates, |nc.
215-504- 4622




Rat e Heari ng Board 89
4/ 28/ 2022

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

you state -- it's onlines 3to 6. You
state that basically, M. Mrgan's reliance
on the projected Rate Stabilization Fund
bal ance shown in the rate determ nati on,
and you say it inplies that the financi al
metrics presented in the settlenent tables
were sufficient, reasonable and represents
an acceptable financial position.

Do you see that statenent?

MR JAGI: Correct. Yes.

MR. BALLENGER So, | would |ike us
to take a | ook at Hearing Exhibit, page 14.
And this is a statenent that's included in
the Water Departnent's statenment in support
of the settlenent. | have highlighted the
| anguage there. Like to ask you to review
that. Let ne know when you are done.

MR, DASENT: You nean on page 12 or
page 13?7

MR. BALLENGER: Page 14 of the
Publ i c Advocate's hearing exhibit, the
hi ghl i ght ed | anguage.

MR. DASENT: GCot it.

MR. JAGI: So, it's not page 14 of
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the PDF, right?

MR. BALLENGER:. No. It's the page
nunbered 14. So, be page 15.

MR. DASENT: Yeah. It's 15.

MR. BALLENGER: | didn't nunber the
cover page.

MR, DASENT: But it's highlighted
in yell ow

MR. JAGT: Right.

MR. DASENT: |Is there a question?

MR. BALLENGER: Yes. | was asking
M. Jagt to confirmwhen he's done
review ng that, please.

MR, JAGI: Ckay. | have read it
i ncl uding the footnotes associated with
that text.

MR. BALLENGER: (Ckay. And doesn't
this statenent specifically acknow edge
that the financial netrics produced by the
settl enment are reasonable and sufficient?

MR. JAGI: The footnotes clearly
indicate that this is alimted -- we are
presenting limted -- first of all, the

projections are for '22 and '23 and not for
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2021. We do not show the projection

t hrough Fiscal Year 2021. So, | want to
point that out, that it was never included
in the Rate Board or the settlenent.

MR. BALLENGER: And again, the
guestion is whether or not the Depart nent
i ncluded in entering the settlenent, that
the proposed rates and charges shoul d
produce sufficient rates and revenues to
provi de appropriate levels of cash that
service levels and other financial netrics.

That's the statenment that is
i ncl uded here, correct?

MR. JAGI: Correct. And | would
like to point out, it's pointing out to --

HEARI NG OFFI CER CHESTNUT: Wasn't
that a yes-or-no question?

MR BALLENGER |t was.

MR JAGT: Yes.

MR. BALLENGER: Moving onto page 16
of your rebuttal statenent. And | think
there's -- let ne see if understand the
st at enment here.

MR, DASENT: Wat's the question?
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MR, BALLENGER: I n Q&A 25.

MR. DASENT: Thanks.

MR, BALLENGER: And you criticize
M. Mrgan here and state that he's
contradicted hinself. Just want to nake
sure | under st and.

Isn't it true that the Fiscal 2021
financial data used in the Black and Veatch
nodel used to produce VB-4 is not identical
to the financial results reported in
response to PA-1137

MR. JAGI: That's incorrect.

MR BALLENGER |'m sorry.

MR, JAGI: In our -- VB4 we clearly
state, we use the balances from 2021 as the
starting point. In fact in the pages you
provided us, it clearly states that.

MR. BALLENGER: And that's what is
in the rate nodel that you provided?

MR. JAGI: That's correct. The
fund bal ances are --

MR. BALLENGER: Oh, the fund
bal ances.

MR JAGT: Yes, sir.
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MR, BALLENGER: What about the
revenue?

MR JAGT: VB-4 never presents
Fi scal Year 2021.

MR. BALLENGER: Ri ght.

MR. JAGI: However --

MR, BALLENGER: It's in -- and I'm
aski ng about the nodel used to produce VB-4
which is why '"'mgoing to repeat the
guesti on.

MR. DASENT: Qbjection. | don't
believe he was allowed to answer the first
part of the question.

MR. BALLENGER: Well, it's a
yes-or-no question. And he answered that
it was not. But again, | don't think
that's accurate.

MR. DASENT: | don't think it's a
yes-or-no question. Your Honor, please,
note ny objection.

HEARI NG OFFI CER CHESTNUT:  Excuse
me. M. Dasent, let's et M. Ballenger
see if he can clarify this.

MR. BALLENGER: Again, |I'mtalking
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about the Fiscal 2021 data that was

i ncluded in the proprietary and
confidential Black and Veatch rate nodel is
not identical to the actual -- |I'm not
going to call it an actual, going to cal
them-- the results shown in response to
PA-113. The data is not identical.

Isn't that correct?

MR. JAGI: The data in the nodel,
you will find that the data is input in the
nodel . The section that your w tness
referred to a calculated result.

MR. BALLENGER: Ckay. We're going
to get to that.

HEARI NG OFFI CER CHESTNUT: Is the
answer to that yes?

MR. JAGI: Yes. | nean, the data
for -- the actual data for 2021 is in the
nodel .

HEARI NG OFFI CER CHESTNUT: Sorry.
Can | just ask a clarifying question here?
| nmean, it's calculated date. |s that the
point of this?

Go ahead, M. Ball enger.
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1 MR. BALLENGER: | think it's one
2 point -- it's one point. | was going to
3 talk alittle bit nore about that, as well.
4 Ckay. So on page 17 of your
S rebuttal, you criticized M. Mrgan again
6 for using the Black and Veatch nodel, the
7 | nformati on shown for Fiscal 2021 in the
8 Bl ack and Veatch nodel, instead of the
9 response to data in PA-113.
10 Isn't that correct? Isn't that a
11 fair summary of your testinony?
12 MR. JAGT:. Can you repeat your
13 st at ement agai n?
14 MR. BALLENGER:  Yeah.
15 lt's Q%A 25. And | take this
16 statenent to criticize M. Mrgan for not
17 using the data in PA-113; and instead,
18 using the data that was in the rate nodel ?
19 MR. JAGT: Correct. He presents it
20 as an actual and it's tables.
21 MR. BALLENGER: Ckay. Can we --
22 you recogni ze that the question PA-113
23 specifically asks for year-end results in
24 the formof Table Cl, correct?
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MR JAGT: Correct.

MR. BALLENGER: Okay. And I|I've
| ncl uded the response, if | can find ny
hearing exhibit. Gve ne one second. |
think I closed ny hearing exhibit.

HEARI NG OFFI CER CHESTNUT: Are you
| ooking at Table C-1 in your hearing
exhi bit?

MR. JAGI: Page 16 of the PDF?

MR. BALLENGER: Yeah. It's the
second to last page. This is the -- and it
says at the bottom of the page, says
Response Attachnment PA-113.

Do you see that?

MR JAGI: Correct, yes.

MR. BALLENGER: Is this table in
the format of Table C 1?

MR JAGI: Yes, it is. And we
provide the |ine nunbers which match up.

MR. BALLENGER: They are not in
order, are they? Have sone of the |ines
been noved?

MR. JAGI: Yeah. The debt service

coverage is out of order at the bottom
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MR. BALLENGER: And have sone of
the |ines been consolidated?

MR JAGT: Yes, sir.

MR. BALLENGER: Have sone of the
| i nes been omtted?

MR. JAGI: Yes, sir. For the --
sonme of the line itens are, |ike,
cal cul ations within the nodel that
devel oped the detail. The infornmation
that's available fromthe GCty's accounting
system provides it at a summari zed | evel.
We provided it at the |level that we had
avai |l abl e to provide the response.

MR. BALLENGER: At the top of the
page, doesn't it also state that this is
prelimnary?

MR JAGT: Yes.

MR, BALLENGER: Ckay. And in the
executive sunmary to the financial plan
report that was attached to your direct
testinony, doesn't Bl ack and Veatch
specifically state that it's an updated
forecast begins with prelimnary final

results fromFi scal Year 2021 including
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t hat page?

MR. JAGI: Thank you. And it says:
As reflected in the 2022 starting bal ances.

MR, BALLENGER: Gkay. And it,
al so, | believe -- and doesn't the Bl ack
and Veatch nodel include Table C1?

MR. JAGI: Yes, it does.

MR. BALLENGER: Ckay. And so,
isn't it then correct that Black and Veatch
in utilizing its nodel created a Table C 1
that reflected prelimnary financi al
results for Fiscal 20217

MR. JAGI: Cal cul ated revenues and
in Table G1. Again, we did not present
2021 as part of the VB-4. W provided a
nodel that supports what we presented our
schedule VB-4. But within the tabl e that
you are pulling fromthe nodel, the table
C- 1A presents revenues which are
cal cul at ed.

We use the nodel to -- as a test
for itself. So we run the nodel based on
actual billing data, the collection factors

that we have, and all the actual data from
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Fi scal Year 2021 and cal cul ate the revenue
to do a test on the accuracy of the nodel.
And | believe we pointed out that we were
within .5 percent of the actual 2021 total
revenue.

MR. BALLENGER  Yeah. ['mnot -- |
don't think I was asking that. So, let's
stick with the questions, if we can, going
f or war d.

On page 20 of your rebuttal, you
again reiterate that M. Mrgan i s using
what you claimto be the wong data. And
you say that Fiscal 2021 data in B and V's
nodel is projected.

Do you see that statenent?

MR. DASENT: Are you in Question
30? The response, | guess, this | ooks |ike
line 21. Sonmewhere in there.

MR. BALLENGER: | think so, yes.
QA 30. You said its financial results are
projected; isn't that correct?

MR. JAGI: Correct. They are
proj ected cal cul ati ons of revenues.

MR. BALLENGER: But again, going
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back to ES-1, your report states that you
proj ected revenues and financial data for
t he study peri od.

Isn't that what it states?

MR. JAGT. For the study period,
Fi scal Year 22 through Fiscal Year -- |
can't recall if we get VB-4 provided
t hrough ' 27.

MR MERRITT: ' 27.

MR, BALLENCER: It's 2022 to 2027
proj ect ed?

MR JAGT:. Yes.

MR. BALLENGER: Ckay.

MR. JAGI: And for VB-4, schedul e
VB-4 as presented. W are mxing what's
schedul ed VB-4 and the nodel for VB-4.

MR BALLENGER  Correct. W are
t al ki ng about the nodel for VB-4.

MR. JAGT. Ckay, yes. CQur
testinony refers to VB-4. Your questioning
the nodel. Ckay.

So the nodel -- the nodel for the
study period in the report is projected.

Fi scal Year 21, which you are referring to
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for revenues, is also cal culated or
proj ect ed nunbers.

MR. BALLENGER: Ckay. And it
doesn't say that in ES-1. It says
prelimnary final results.

VR. JAGT: Yes. ES-1, correct. | t

would not. It's relative to the schedul ed
VB-4 --

MR. BALLENGER: To VB-4.

MR. JAGT:. -- we presented.

MR. BALLENGER: Wi ch was
generate -- which was -- for which the
nodel was devel oped, correct?

MR JAGI. Yes, sir.

MR. BALLENGER: Ckay. So on page
21 of your testinony, you state that the
tables in the Settlenent Agreenent -- |
wll get toit. The tables included in the
Settl enment Agreenent already reflect
updat ed pensi on costs.

Do you see that statenent?

MR. DASENT: Tell nme where you are
referring to, M. Ballenger.

HEARI NG OFFI CER CHESTNUT: It's 31,
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isn't it?

MR BALLENGER  Q&A 31.

MR. DASENT: Thank you.

MR. JAGI: To be honest, | didn't
have our testinony open yet. So, | wll go
back to that. Sorry, give ne a few
seconds.

MR. BALLENGER: No problem No
probl em

M5. BU: So while M. Jagt is
pulling that up -- we need nore screens --
yes. That particul ar statenent,

M. Ballenger, is correct.

MR. BALLENGER: Thank you, Ms. Bui.

How is that so if it was a bl ack
box settl enment?

MR. DASENT: How be --

M. Ballenger, howis what so?

MR. BALLENGER: How coul d updated
pensi on costs have been included in a bl ack
box settlenent?

MR. DASENT: They're in the box.

" msorry.

MR. BALLENGER: Just open the box.
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MR JAGI: W can present -- we can
provide as a follow up the cal cul ati on and
the difference between our original fornmal
notice and the &M reflected in the
settlement. The difference wll be that --
the change that was identified during the
proceeding. The |lower costs that we were
going to have for pensions as a result of
i nformation provided by the City during the
proceedi ng.

MR. BALLENGER W talked a little
bit earlier about the black box and how
there was all this stuff that wasn't in the
bl ack box and you didn't agree to it. And
not you are saying that, in fact, the
settlenent reflects sonething specific?

An adj ustnent to pension expense?
| s that your testinony?

MR. JAGT:. Like | said, the change
in the O&M between the formal notice and
the settlenent reflects the only adjustnent
because both sides woul d have agreed that
the Gty offered this | ower anount as goi ng

forward, the Departnent was going to
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project -- the nunbers they provided was
going to be this anount.

MR. BALLENGER: And you're saying
that the tables included in the Settl enent
Agreenent reflect this adjustnent, which
runs totally contrary to the notion of a
bl ack box settlenent, doesn't it?

MR JAGT: | said we didn't agree
to the total O&M adjustnents. As you nmay
recall, your wi tness provided several
adj ustnments for O&M Because this was
identified after his testinony, it's not
reflected in that. But he proposed a
nunmber of adjustnents which are --

MR BALLENGER: Wi ch of M.
Morgan's adjustnents to O%M are included in
the settlenent tables?

MR. JAGT: None. W didn't agree
to them

MR. BALLENGER: W didn't agree to
your pension adjustnent. |It's a black box
settl enment.

MR. JAGI: It was based on known
i nformation provided by the Cty.
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MR. BALLENGER: On the | ast page of
your rebuttal, you state that the projected
Fi scal Year 2023 ending balance -- |I'm
getting to the statenent here -- is just
barely above the |level that would trigger a
rati ng downgr ade.

Isn't that what it states here?

MR, JAGI: So, we are referring to
the projected --

HEARI NG OFFI CER CHESTNUT: |t's (QRA
33, isn't it?

DASENT:  Yes.

BALLENGER:  Yes.

DASENT: Line 9.

JAGI: Correct.

BALLENGER: Just to be clear,

2 223

there were a nunber of bases that S&P
|isted as potentially triggering downgrade,
weren't there?

MR. JAGI: Yes, sir. But they
clearly state that if the Departnent --

MR. BALLENGER: Getting there. |'m
getting there. Hang on.

Did S&P state that if the Rate
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Stabilization Fund were $119, 999, 999 t hat

it would automatically trigger a downgrade?
| just want to know whet her |

should pay ny bills in advance, M. Jagt.

| really want to help the Departnent here.

Did it say that?

MR JAGT: No.

MR. BALLENGER: Ckay. Isn't it
true even if the Board accepts M. Mrgan's
recommendati on, that the Water Depart nent
will receive an increase in rates?

MR. JAGI: That's correct. W
still have additional revenues.

MR. BALLENGER I n the interest of
time, | amgoing to wap there and we can
nove on. Thank you, M. Jagt, M. Merritt,
Ms. Bui .

M5. BU : Thank you, M. Ball enger.

MR. JAGT. Thank you.

MR. DASENT: Your Honor, please --
" msorry.

HEARI NG OFFI CER CHESTNUT: | was
going to ask M. Bachri if he had any

cross. But I'"'mnot sure if he is actually
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i nvolved in this,.

M. Haver, do you have any
guestions?

MR HAVER. Yes. | wll attenpt to
be very brief. It appears | have to be
directing ny questions to M. Jagt; is that
correct?

MR. JAGT: As a panel, that's fine.

MR HAVER M. Jagt, as M. Dasent
Is so fond of pointing out, |I'mnot an
attorney. Perhaps M. Dasent can al so
point out that |'m not an expert on what
bl ack box neans in the way that you are
using it. So, could you help nme understand
t hat ?

Does a bl ack box allow for nunbers
to be allocated in different ways by
different parties?

MR. JAGI: The bl ack box does
not -- the black box provides a nethod or
an approach for establishing an agreenent.
W agree to the additional revenues. W
agree to the rates as the output.

W do not agree on any specific
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adj ustnments that get us to the end result
of the additional revenues or the rates.

MR. HAVER: Does the purpose, in
your opinion, of a black box settl enent
give the greatest latitude to the Water
Departnent to allocate revenues in
di fferent ways?

MR. JAGT: | would not agree to
t hat because we still have to have the
parties agree to the resulting rates.

MR. HAVER. \What's the advantage to
the Water Departnent to accept a bl ack box
settl enment then?

M5. BU: [|If | may, Dave?

MR, JAGI: Sure.

M5. BU: | do not knowif you
recall, M. Haver, but that particular rate
proceedi ng was pretty |ong and drawn out.
And | think that it is to both sides and
all parties involved benefit that we reach
a partial settlenent via the bl ack box.

It is a nechanismthat allows us to
get to an end point regardless of -- you

know, w thout requiring that both parties
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agree to every single line itemtype
adjustnment. So, | don't believe -- | think
t here was consi derabl e negotiati on and
novenent on both sides to get to that
posi tion.

MR. HAVER:. (Ckay. Just to be
cl ear, does that give sone flexibility for
the Water Departnent in how it allocates
revenues?

M5. BU: It allows the Water
Departnent, no different than the --
M. Ballenger's CLS side -- to cone up with
di fferent conbinations as they so wish to
get to this end result. But the end result
is still the sanme in terns of what is
agreed upon for the adjusted revenues.

MR HAVER. | wll try one nore
time. Thank you, Ms. Bui.

M5. BU: You're wel cone.
MR HAVER. | will try one nore
tine, and I wll nove on.

So the actual anpunt that is
coll ected is defined. But howit's

all ocated and where it cones fromis not;
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Is that correct?

HEARI NG OFFI CER CHESTNUT: |'m
sorry. Allocated? You nean, |ike, for
bookkeepi ng?

MR HAVER  Yes.

MR JAGI: | wouldn't agree with
t hat because we do agree to the rates that
are included within the -- | nean, the
rate -- the final rate schedul es are
attached as settlenent. So, there is a
recognition that those rates are based on
an allocation of the cost.

MR. HAVER. Again, I'mat aloss to
under st and the advantage for the bl ack box.
But | don't want to bel abor the point. |
am sure you have done your best in
explaining it. And | amsure it's just a
deficiency in ny intellect that stops ne
from under st andi ng t he advant ages of being
able to not be straightforward in saying
what it neans.

M. Jagt, was your firmhired,
retained or in any way consulted to help

PWD get stinulus dollars?
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MR. JAGI: So, we do -- we do
provi de assistance in terns of the
Departnent's efforts to obtain WFI A
f undi ng.

MR. HAVER: Wiat were those
efforts, please?

MR. BALLENGER: We provide
information to fulfill or submt the
application to WFI A

MR. HAVER:. And how nmany
applications did you help submt?

MR. JAGI: So, the one WFIA

application. There is one.

MR HAVER: |I'msorry. D d you say
one?

MR, JAGI: Yes, sir.

MR. HAVER: And how nmuch was t hat
for?

MR JAGT: 500 mllion in capital
proj ect funding.

MR. HAVER. And who was it
submtted to?

MR. MERRI TT: The EPA,

Envi ronnental Protection Agency.
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MR HAVER |'msorry?

MR. MERRITT: The Environnent al
Prot ection Agency.

MR. HAVER: But you are defining
that as stinulus dollars; is that correct?

MR MERRI TT: No.

MR. HAVER: Let ne back up again
and ask M. Jagt.

M. Jagt, were you -- was your firm
retained to help the Water Departnent get
stimulus dollars?

MR. JAGT: Are we defining stinulus
dollars, like, in ternms of the settlenent?

MR. HAVER: | would do it broadly,
but let's start with the settlenent, yes.

MR, JAGI: In terns of the
settl enent, no.

MR. HAVER:. More broadly -- nore
broadly, in terns of the CARE Act or ARPA,
was your firmretained to help the Water
Depart nent get stinulus dollars?

MR. DASENT: Note our objection,
Your Honor. This is beyond the scope of

their testinony. But if they know the

Strehl ow & Associ ates, |nc.
215-504- 4622




Rat e Heari ng Board 113

4/ 28/ 2022
1 answer .
2 HEARI NG OFFI CER CHESTNUT: | wil |
3 all ow the question. | don't understand the
4 point of it, but okay. | don't -- again, |
S don't see how their -- the extent or the
6 nature of their input has anything to do
7 with it.
8 MR. HAVER: Your Honor asking ne to
9 explain what it has to do with it?
10 HEARI NG OFFI CER CHESTNUT:  Yes.
11 MR. HAVER. Ckay. So in the
12 settlenment, there is wordi ng that suggests
13 that the Water Departnent, it will nake its
14 best efforts -- and |I' m paraphrasing
15 because | don't have the exact line in
16 front of me -- best efforts to get stinulus
17 dol | ars.
18 | believe I have a right to exam ne
19 what those efforts have been. And | am now
20 doing so to ask the distinction between
21 what the Water Departnment sought within the
22 paraneters that were agreed upon in the
23 settl enent versus the paraneters outside of
24 the settl enent.
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HEARI NG OFFI CER CHESTNUT:  You can

ask that. |'mnot sure these w tnesses are
hel pful --
MR. HAVER | understand that.
HEARI NG OFFI CER CHESTNUT: -- in

answering that issue.

MR. HAVER:. | am putting on ny case
in the way that | w sh.

M5. BU: M. Haver --

MR. HAVER: \Whether you think it's
hel pful or not doesn't really matter to ne.

What matters to ne is | can put on ny case

in nmy way.

HEARI NG OFFI CER CHESTNUT: No. As
we' ve tal ked nmany tines, you cannot -- you
do not have unfettered ability here. It

has to be within the scope of the
proceeding. It has to be within the scope
of these wi tnesses' testinony.

But | wll allowthe question. |f
you can answer it, fine. Again, | don't
think that it advances the record nuch
because |'m not sure they really can

contribute a responsive answer -- a
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substantive type of answer. |If you want to
try and answer it, go ahead.

MR. HAVER M. Jagt --

HEARI NG OFFI CER CHESTNUT: Ms. Bui
seened to indicate that she wanted to say
sonet hi ng about this.

M5. BU: So, | was going to say --
t hank you, Judge Chestnut.

M. Haver, to the best of our
ability, we do provide the Water Depart nent
wi th financial anal yses and assessnents.

We are not currently aware beyond our work
with WFIA explicitly what el se the

Depart nent has been doing. W do

under stand that the Departnent has other
consulting firns on its books that are
available to themto do research into the
grants.

Soif I may redirect, | think that
t hat question woul d be better answered by
the finance panel.

MR. HAVER: Thank you. But to be
cl ear, you don't have a contract to help

the Water Departnent -- you did not have a
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contract during the last Fiscal Year to
hel p the Water Departnent get stinulus
dollars as defined in the Settl enment
Agreenent; is that correct?

M5. BU: Not explicitly to do
that. But as part of general tasks, yes.

As | said, M. Haver, | would
strongly suggest that Ms. LaBuda is better,
far better suited to answer that question
in terns of efforts with respect to the
stimul us fundi ng.

MR. HAVER: Thank you.

M5. LaBUDA: M. Haver, again, this
I S outside the bounds of ny testinony. But
| m nore than happy to answer your
guesti on.

| s that the Departnent does have a
of separate contract, specifically hel ping
us as a Departnent pursue federal
subsidies. And those efforts are detail ed
in the nonthly Board Report. They have
hel ped us apply to building resilient
I nfrastructure communities, which is a

grant program /5 percent grant,
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25 percent would be our contribution for a
capital project. W have applied for two
or three hazard mtigation grants.

Again, these are all detailed in
the Board's Report. W are researching
sone other grants related to security and
research now. But we do have another firm
on contract that their specific scope is to
research grant opportunities for the
Depart nent .

MR. HAVER. Wo is that contract
wi th, please, M. LaBuda?

M5. LaBUDA: It's all in the public
domain. The contract is wth Arcadis.

MR HAVER |'msorry?

M5. LaBUDA: Arcadis.

MR. HAVER: Could you help ne with
the spelling of that, please?

M5. LaBUDA: You bet.
A-r-c-a-d-i-s. Hopefully, | got that
right.

MR. HAVER: Thank you.

M5. LaBUDA: You're wel cone.

MR. HAVER. And Ms. LaBuda, when
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was that contract signed?

M5. LaBUDA: May | look -- do you
mndif | look it up, M. Haver? Because |
don't want to give you --

MR. HAVER Pl ease do so.

M5. LaBUDA: The contract start
date was June 1, 2021.

MR. HAVER: \When was the first
del i verabl e recei ved?

M5. LaBUDA: | don't have that
information readily available, M. Haver.
We submitted the Building Resilient
I nfrastructure Communities Gant for
specific capital projects sone tine in the
fall of 2022. But again, any of our
efforts are detailed in the Board Report.
That is definitely the best source for this
I nformati on.

MR. HAVER: Sorry. | mssed that.
| was taking notes.

M5. LaBUDA: No, of course. The
| ist of things we have submtted for
financial assistance is all detailed in the

nont hly Board Report. There is a table in
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the back that has the dates of the
applications and nenos. That is the best
source for the activities.

MR. HAVER. WAs there anything in
the contract that specifically asked the
consultant to help raise stinulus dollars
as defined by the Settl enent Agreenent?

VR, DASENT: Pl ease, note our
conti nui ng obj ection now because | think we
are going very far afield of this
particul ar subject.

HEARI NG OFFI CER CHESTNUT: Again, |
think the reports are the best source of
the efforts nade and the results of those
efforts. But if you can answer it quickly
or -- | think you should -- if you can
direct M. Haver sonewhere, go ahead.

M. Haver, this could have been
done in discovery. You could have asked
themprior to this. And they would have
been able to probably give you a better
response than waiting til now.

| f you think you can answer it --

MS. LaBUDA: | can. 'l be happy
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to. The -- the grant, the contract, the
scope of services did not specifically cite
the settlenent. We did not want to be
limted to just the settlenent pursuit. W
wanted as a Cty, as a Departnent, to
pursue all the federal funding that we can
gi ven our 600 mllion-dollar Capital
Pr ogram

So the scope of services was nuch
broader than just the settlenent. It was
to assist the Departnent in researching,
appl ying and neeting all the conpliance and
conplex terns related to pursuing federal
fi nanci al assi stance.

MR. HAVER: Thank you.

M5. LaBUDA: Thank you, M. Haver.

MR. HAVER: (Going back to M. Jagt
as opposed to Ms. Bui, although, | don't
know who to direct it to. | amgoing to
ask about the savings that Ms. LaBuda spoke
about when she testified that the Water
Departnent had successfully gotten | ow
| nt erest | oan.

Shoul d that question be directed to
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Ms. Bui or M. Jagt or M. Merritt?

HEARI NG OFFI CER CHESTNUT: Ask your
question, and they wll decide who to
answer .

MR. HAVER: Thank you.

How nmuch rate payer sayi ngs was
generated by the reduction in the interest
rate on that | oan?

MR. JAGI: Can we clarify, |ike,
whi ch -- which | oan?

MR HAVER. Well, | wll do ny
best. But M. LaBuda in testinony today
said the Water Departnent had been very
successful in getting a PennVest | ow
i nterest | oan that was part of the stinulus
package. And when | asked her specifically
about how nmuch savi ngs that was and what it
meant in terns of debt service and saving
for rate payers, she said she was not
awar e,

So |''masking you, how nuch that
savings was and its effect on rate payers.

MR. JAGI: In that it's not, |iKke,

part of her testinony in this proceeding, |
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don't have it readily avail able right now.
| nmean, that's sonething we could cal cul ate
and provide you with the infornmation.

Again, it's probably -- that
capital dollars, the programthat it's
providing is probably not going to provide
savings -- like, debt service savings to
t he Departnent until Fiscal Year 2024 or
beyond. So -- but we can provide that
information to if you want.

MR HAVER. | would like to have
it. Thank you.

M. Jagt, it's ny recollection that
you participated in |ast year's rate case;
Is that correct?

MR, JAGI: That's correct.

MR HAVER And it's ny
recoll ection that you reviewed the
Settlenment Agreenent; is that correct?

MR. JAGI: Yes, that's correct.

MR. HAVER: And woul d you say the
Settl|l enment Agreenent was favorable for the
Wat er Depart nent ?

MR. JAGI: As a rate consultant for
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the Water Departnent, | would say no.

MR. HAVER. So, you oppose the
Settl enment Agreenent?

MR JAGI: (Oppose? | nean, it's --
you know, as we stated, like, for a bl ack
box settlenment, it was a settlenent that
was reached that provided sone additi onal
revenues for the Departnent w thout
extended litigation. And fromthat point
of view, it -- you know, there's a benefit
of the Departnment to agree to that to get
to that point.

But in the overall financial
position and the | evel of additional
revenues provided, | would say we are --
it's not providing a solid financi al
results for the Departnent.

MR. HAVER: Thank you, M. Jagt.

Heari ng Exam ner, that concl udes ny
guestions for this panel.

HEARI NG OFFI CER CHESTNUT: Ckay.

MR. DASENT: Your Honor, please, we
woul d i ke to request a break before we

proceed with redirect.

Strehl ow & Associ ates, |nc.
215-504- 4622




Rat e Heari ng Board 124

4/ 28/ 2022

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

HEARI NG OFFI CER CHESTNUT: Ckay.
It's 11:14. Wiy don't we resune at 11:20.

MR. DASENT: Can we go just a
little |longer than that? Just because --

HEARI NG OFFI CER CHESTNUT:  Sur e,
11: 25.

IMR. DASENT: | appreciate that.

HEARI NG OFFI CER CHESTNUT:  How
about 11:25?

VR, DASENT: Thank you.

(Of the record at 11:14 a.m)

(Back on the record at 11:28 a.m)

HEARI NG OFFI CER CHESTNUT: W are
going to resune.

MR. DASENT: Thank you.

In response to M. Ballenger's
guestions to Bl ack and Veatch, the m ni num
threshol d was raised as an issue to be
litigated in this case. Wat is the
| nportance of the 135 mllion-doll ar
m ni mum t hreshold netric?

M5. BU: Sorry. | was trying to

unnmute there. Go ahead, Dave.
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MR. JAGT: Unh --

M5. BU: GCkay. So, | think in
response to that, M. Dasent, is that the
135 is the only target netric that we have
t hat has been agreed upon in the past rate
proceeding in 2018. Wth respect to the
| nportance of it and why we are |looking to
it, | amgoing to defer that question over
to Ms. LaBuda and Ms. O upper and
M. Nissen.

MR. DASENT: M ssy, can you help us
t here?

M5. LaBUDA: Sure. Good afternoon.
| amgoing to |look to ny other
participants, Ms. Clupper and M. N ssen to
wei gh in.

M5. CLUPPER  Thank you.

M5. LaBUDA: (Go ahead, Kat hy,
pl ease.

M5. CLUPPER It's inportant to
renmenber the financial netrics the Board
agreed to and di scuss in the 2018 hearing
were what were viewed as sort of the

m ni mal thresholds to have a strong
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financial credit profile. And those were
in addition to the liquidity, also debt
service coverage of 1.3 and pay bill of
20 percent.

Those nmetrics were then shared with
rati ng agencies. They were shared in
the -- with the investor public. They are
di sclosed in the official statenent. And
they are -- | nean, just to put a point on
it, actually, the mninmum]level conpared to
ot her peer rated water and sewer.

So when the last rating, the | ast
bond i ssue that was done, the rating
agencies, all three of them nentioned
these. So in addition to the S&P concern
about goi ng bel ow 120 -- understand, this
was in the mddle of COVID. They were
gi ving nost systens a bit of a pass. But
t hey were concerned about it going bel ow a
certain threshold. They called out the
120.

But in addition to S&P, Moody's
al so cited as a reason for a downgrade

woul d i nclude, you know, the inability for
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I ncrease rates to commensurate with
coverage requirenents and in line with the
Departnent's internal standard as a
reference to the financial netrics agreed
upon in 2018. Fitch, also, specifically
mentioned having | everage rati os increase
over ten tines.

That's the debt-to-liquidity. They
are already at an eight tines |everage,
whi ch is higher than other peers. And a
failure to secure rate increases is
sufficient to naintain, quote, current
financial profile as leading to a negative
rating action.

So, it's not just S&P. All three
rati ng agencies are concerned with the
inability to increase rates to nmaintain
m ni mum financial netrics. The 135 was
called out inthis last -- as one of the
nmetrics that people could hang their hat
on, in asense. So, | -- 1 -- 1 don't thin
it's an issue of going below 120 by a
dollar. |It's a bigger picture issue of

not -- the Rate Board not increasing rates,
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not providing rates in a way that this
Departnent can continue to, you know, to
nove up to the financial ratios.
Under st andi ng that in the next couple
years -- | nean, we are in the mddle of a
crisis here.

But clearly, the expectation going
forward is that the Departnent and the Rate
Board will, you know, manage to those
m ni mum t hr eshol ds.

MR. DASENT: Back to the Bl ack and
Veat ch panel -- unless, Mssy, do you have
anything nore to add? Let ne ask that
guesti on.

M5. LaBUDA: No, thank you. |
think we covered it. Thanks so nuch.

MR. DASENT: kay. Back to Bl ack
and Veatch. M. Ballenger discussed this
Table C-1 and the final RSF bal ance that's
shown in the settlenent table.

Whay do you think the RSF bal ance
that's shown there is not a good netric for
the m ni rumthreshol d?

MR. JAGI: You know, if you | ook at
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the rate case history before this, you can
see, like, during -- we have submtted a
financial plan for the FY 2021 rate or 2020
rate case where we were going to set rates
for Fiscal Year 2021.

The financial plan reflected in
that submttal reflects that the Departnent
was going to drown down the RSF, but still
mai ntain the 135 mllion target. Wich,
you know, as we stated, the Departnent has
consistently, you know, conmuni cated t hat
| evel of target to the rating agenci es,
to -- you know, with every financial report
have established 135 as their target for
t he Fund Bal ance.

When we resubmtted for the '22 or
‘21 rate proceeding -- '22 rate proceeding,
whi ch was for the Fiscal Year '22 and '23
rates, we had agreed not to pursue the
increase in '21 due to COVID. So as a
result and because of the collections the
Depart nent was being faced with during
COvI D, we had to show that we were going to

proj ect bel ow the 135 target.
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So you know, when we wi thdrew that,
the '21 -- or the request for increases in
'21, the result is the Departnent knew we
were going below 135. But we tried to
mai ntai n that Fund Bal ance as nuch as we
could wi thout burdening the custoners to go
back up imediately to 135. So all al ong,

t he Departnent has conmuni cated that the
target is 135. But we were willing to
forego it for the sake of COVID and putting
pressure on the rate custoners.

So, the turn -- all along
consi stent communi cati on since the 2018
rate determ nation has been that the
Departnent will maintain the 135. The
reason why it's not in the settlenent is
because we couldn't cone to an agreenent in
the tinme frame we had for the settlenent.
So, that's why it was put in there that we
woul d have -- you know, each party woul d
present their own opinion. And a
determ nati on woul d be nmade for what the
threshold would be to establish that basis.

But the Departnent's al ways
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communi cated 135 m i on.

MR. DASENT: M. Jagt, in response
to M. Haver's questions, you indicated the
Departnent for Black and Veatch coul d
cal cul ate savings related to debt service
or savings for Fiscal '24 and beyond.

Coul d you provide that as a witten
transcri pt request?

MR, JAGI: Yes, we can.

MR, DASENT: kay. That's all we
have, Your Honor.

HEARI NG OFFI CER CHESTNUT:

M. Ballenger, did you want to do
recross based on the redirect?

MR, BALLENGER: Just one point of
clarification. That the tables M. Dasent
was referencing are in the rate
determ nation, not in the settlenent.

There is no Rate Stabilization Fund bal ance
shown in the table attached to the
settlenment. So just for the record, | want
to make sure that's clear.

MR. DASENT: So noted. Thank you.

HEARI NG OFFI CER CHESTNUT:  Anyt hi ng
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el se?

MR. BALLENGER: Not hi ng further
from ne.

HEARI NG OFFI CER CHESTNUT:

M. Haver, do you have any further
guestions based on the redirect?

MR. HAVER:. | do not.

HEARI NG OFFI CER CHESTNUT: Ckay.

Hearing nothing further then, the
W t nesses are excused. Thank you very nuch
for appearing.

MR. MERRI TT: Thank you.

M5. BU : Thank you, Judge.

HEARI NG OFFI CER CHESTNUT:  That
takes us to our next witness who is
M. Mrgan | guess.

MR. BALLENGER: Trying to find
M -- there he is. Ckay.

Just to start us off here, we have
stipulated to the authenticity of M.
Morgan's testinony. So, | will be very
quick in just introducing M. Morgan.

Laf ayette K. Morgan, Jr., who is a

consultant for the Public Advocate, filed
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pre-cert testinony on the record in this
proceeding earlier. And he is he available
for cross-exam nation.

HEARI NG OFFI CER CHESTNUT: Thank
you very much. Good norning, M. Morgan.

MR. MORGAN. Good nor ni ng.

HEARI NG OFFI CER CHESTNUT:

M. Dasent, do you have questions
for M. Morgan?

MR. DASENT: Yes. W have a few
guestions. And, M. Mirgan, | tried to
forward to you the hearing exhibits, PW
Hearing Exhibit 2. And that will sort of
gui de us through the various questions.

And hopefully, you will have that on your
conput er.

MR. MORGAN. Just a mnute. Ckay.

MR. DASENT: Now, Tab 2 of the PWD
Hearing Exhibit, it's on page 20.

HEARI NG OFFI CER CHESTNUT: [|'m
sorry. M. Dasent, | was getting nyself
organi zed here.

Wul d you restate that reference?

VMR. DASENT: Sur e.
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HEARI NG OFFI CER CHESTNUT:  Am |
| ooki ng at your hearing exhibit?

MR, DASENT: Yes, No. 2.

HEARI NG OFFI CER CHESTNUT: Ri ght.
And what page?

MR. DASENT: [|I'mscrolling to page
20. It's the first date of response at Tab
2.

HEARI NG OFFI CER CHESTNUT: Thi s
page 20 of 797

MR. DASENT: Yeah. As | scrolled,
it says 20. And it's the date of response
for the Public Advocate to PWD questi ons.

HEARI NG OFFI CER CHESTNUT: Ckay.

VR, DASENT: Ckay.

Now, M. Mborgan, you indicate that
the recommendations in your testinony are
I ntended to be consistent with the
reconciliation procedures that are -- or
the reconciliation procedure that was
i ncluded in the settlenent. And that's the
joint petition.

Do you agree with that as --

MR. MORGAN: Yes.
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MR. DASENT: -- stated in your
Question 2? Al right.

And this context, you also note
your testinony is consistent with a
sti pul ati on negoti ated between the Advocate
and the Phil adel phia Water Departnent; am |
correct? That's also referenced in your
test -- in your -- your answers.

Now, the stipulation covers a range
of i1ssues, sone of which are raised by the
Advocate and its notion to strike PWD
testinony filed in this case.

Do you recall that?

MR MORGAN. Yes.

MR. DASENT: And those issues
specifically address the stipulation. And
you can find that, also, if you scroll
through the -- if you scroll through the
Hearing Exhibit. You will find that it's
Tab 3. It covers a range of issues. And
these include the starting point, mninum
t hreshol d and shari ng.

For the sake of it, let nme sort of

follow al ong al so. Now, there are other
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| ssues, as well, that are addressed in the
stipul ati on which included FY23, Approved
Revenue. Increnental Revenues nust be
sufficient to fulfill PW' s required
covenants with bond hol ders and ot her | egal
requi renents.

Do you renenber that, as well?
That's Paragraph 9.

MR. MORGAN.  Yes.

MR. DASENT: Turning your attention
to Paragraph 2 of the stipulation for
Fi scal 2021 Financial Performance. This
particul ar adjustnent is as stated in
Par agr aph 27

MR. MORGAN:  Yes.

MR, DASENT: kay. And now, could
you read that for the record? | believe it
begins: The starting point for
det er m ni ng.

MR. MORGAN. Starting point for
determ ni ng the 2021 financi al performnce
adjustnment will be the actual Rate
Stabilization Fund, RSF bal ance, for the

begi nning of FY 2020, which is the sane as

Strehl ow & Associ ates, |nc.
215-504- 4622




Rat e Heari ng Board 137
4/ 28/ 2022

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

t he endi ng bal ance for FY 2021. The
starting point is hereafter referred to as
t he actual RSF bal ance.

MR. DASENT: And which, also --
directing your attention to Paragraph 3 of
the stipul ati on.

Wul d you agree that it states
there that the starting point or the actual
RSF starting balance will be conpared to a
m ni mum t hreshol d for the RSF as determ ned
by each stipulating party?

Isn't that true?

MR. MORGAN. That's true.

MR, DASENT: Yup. Now directing
your attention to your response of PWD
di scovery at Tab 2 of PWD Hearing Exhi bit
2, Question F4. | give you tine to get
there. You have to go back.

HEARI NG OFFI CER CHESTNUT: |'m
sorry, M. Dasent. Wat was that hearing
exhi bit reference?

VR, DASENT: Hearing Exhibit 2.
And it's at Tab 2, which are the discovery

responses.
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HEARI NG OFFI CER CHESTNUT: Tabs
aren't, like, helpful to ne since |I'm
scrol ling.

MR. DASENT: | know.

HEARI NG OFFI CER CHESTNUT: Do you
know t he page? That woul d hel p.

MR, DASENT: Page 23.

HEARI NG OFFI CER CHESTNUT:  Oh,
okay.

MR. DASENT: Okay.

M -- M. Mrgan, directing your
attention to the response of PWD Di scovery
Response, Question 4. The m ni num
threshold is not defined in the rate
determ nation, correct?

MR. MORGAN:. That is correct.

MR. DASENT: Ckay. And as stated
I n your response to Question 3 just
before --

MR. BALLENGER: (bjection to the
guestion. You referred to the rate
determ nation. Wasn't your question
whether it was defined in the settlenent?

VR, DASENT: Well, I'ml ooking at
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Question 4. Let nme see what he says.

HEARI NG OFFI CER CHESTNUT: | think
It says in --

MR. BALLENGER: Ckay. It says it
in the answer. Ckay.

MR, DASENT: Yes. Yup.

MR. BALLENGER: Wt hdr awn.

HEARI NG OFFI CER CHESTNUT: And t hat
wasn't -- that was just a m sstatenent,
isn't it? | nmean, it's not intended to be
what the answer woul d be.

MR. DASENT: Well, it was not
defined in the settlenent and as a prude in
the rate determ nation. You are correct.
The answer may be in-artfully stated.

Now directing your attention,

M. Mrgan, to Question 3. The m ni num
threshold to be used for the Fiscal 2021
financial performance adjustnent is an

| ssue that nust be litigated here.

Isn't that correct?

MR. MORGAN. As | responded, |
acknow edged that in the stipulation, it

| ays out that it nust be litigated.
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MR. DASENT: Okay.

HEARI NG OFFI CER CHESTNUT: Excuse
nme. M. Morgan, can you speak up a little
bit? I1t's hard for nme to hear you.

MR, MORGAN. Okay. | will get
cl oser.

MR. DASENT: Ckay. Now, M.
Morgan, let's turn to sharing.

Wth respect to the issue of
sharing, and that's addressed in the
Hearing Exhibit, it's Tab 3, so that's the

stipulation. You have to scroll back. And

| will get there with you and hel p
everyone. It's a stipulation, Paragraph 6.
MR. MORGAN: |'mthere.

MR, DASENT: Okay. Now with regard
to sharing, let us direct your attention to
Par agr aph 6.

Under the stipulation, assum ng
there is an anobunt to be shared, the
parties can submt their respective
positions, correct? It's literally what it
says.

MR. MORGAN: Correct.
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MR. DASENT: Yeah. And | take it
you' d agree that the split or the anount of
sharing each party proposes, whether it's
50/ 50 or sone ot her percentage, should be
consi stently appli ed.

Wul d you agree with that?

MR. MORGAN:. Not necessarily, no.

MR. DASENT: Okay. And expl aining
that, you are saying, basically, it could
be 50/50. It could be 68 percent. It
coul d be sone ot her percentage?

MR. MORGAN. Could be -- yeah. It
could be -- it could vary from 50/ 50,

70/ 30.

MR. DASENT: Now, let's turn to
your adjustnent in this case, your
recommendation. Your initial adjustnent
was 5.35 mllion or half of the 10.7
mllion you characterized as Fiscal 2021
over-performance; am|l right?

MR MORGAN. Yes.

MR. DASENT: And that's an anount
to reduce rates for Fiscal 2023.

MR. MORGAN: Correct.
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MR. DASENT: Ckay. That's your
m ni num adj ustnent. You have a second
adj ustnent that's based upon ot her
criterias. Let's say that for an
additional 1.24 mllion; aml right?

MR. MORGAN:. Correct.

MR, DASENT: Right. And in your
testinony, you opine that 10.5 mllion
shoul d be available for sharing in |ight of
2021 financial performance. That's the

total anopunt, correct?

MR. BALLENGER | don't believe
that's correct. | think you said 10.5,
M. Dasent.

MR DASENT: It's 10.7 in the
testinony, but subject to check.

Do you accept that subject to
check?

MR. MORGAN. Subject to check, yes.

MR. DASENT: Okay. And if that
anmount is shared equally, it results in a
m ni mum adj ustnent of 5.53 mllion
correctly -- correct?

MR. BALLENGER: Subject to check,
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M. Mrgan, if you prefer.

MR. MORGAN. Subject to check.

MR, DASENT: Okay. Now in
addition, you identify 1.24 mllion for
sharing based upon -- let ne characterize
t he Resi dual Fund bal ance, which is higher
than projected. You nentioned that in your
testinony. But there's an additi onal
1.24 mllion. That's the point for ne.

MR. MORGAN. That is correct.

MR. DASENT: And you add that
amount to the 1 -- to the 5.35 mllion?

MR MORGAN. Right.

MR DASENT: Okay. Now a little
nore gl obal question, M. Mrgan. | take
It you agree that PWD operation should be
sel f-sustaining; am| right?

MR MORGAN. Yes.

MR. DASENT: Ckay. So the rate --
so rate revenue shoul d cover the
Departnent's expenses, and that's the whol e
| dea?

MR. MORGAN. That is the whole

| dea.
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MR, DASENT: Okay. Now, let's nove
alittle nore to the nundane in your
testinony. At Tab 2, which is the
Departnent's -- the Advocate's response to
PWD Di scovery. So, we have to scroll back.
And it's at Question 14.

When you get there, please, let ne
know.

HEARI NG OFFI CER CHESTNUT: \Were is
Tab 2? |1'msorry.

MR. DASENT: Tab 2, it's page 33.

HEARI NG OFFI CER CHESTNUT: Ckay.

MR. DASENT: As | scroll through.
It's the answer to Question 14 --

MR. MORGAN:  Yes.

VR DASENT:

- of our PWD request
to you.

MR. MORGAN: Right.

MR. DASENT: | take it from your
answer to those discovery responses, we can
agree that Hurricane Ida was in August 29,
2021 when it nmade | andfall.

MR. MORGAN: This is what it shows.

MR. DASENT: Yeah.
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MR. MORGAN. The -- | would say
this in ny testinony where |I nention
Hurricane Ida, this was in response to what
was presented in M-2 where M.--2 purports
to di scuss FY 2021 operations result. And
Hurricane Ida is cited as one of the
occurrences that occurred that is
di scussed, so.

MR. DASENT: Yeah -- ny only point
Is -- sorry. M only point is, the date of
the landfall is August 29, 2021.

MR. MORGAN: Right. Right.

MR, DASENT: kay. And the Fiscal
Year for 2022 begins July 1, 2021; am|l
ri ght?

MR. MORGAN: Right.

MR, DASENT: Gkay. Now, let ne
direct your attention to D scovery
Responses again at Questions 12 and 13, so
just a little above where you are now.

| take it --

MR MORGAN. Did you say 13?

VR, DASENT: Twelve and 13.

MR. MORGAN:.  Ckay.
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MR, DASENT: Wiichis -- | am
| ooki ng now at 31 as | scroll through.

Now, | take it the source of your
i nformation for Tables 9 and 12 of your
testinony was VB-4. That's ny takeaway
fromthe answers to 12 and 13.

Am | right in assum ng that?

MR MORGAN. Yes.

MR. DASENT: Okay. And
specifically, the el ectronic workbooks
provided wth the schedul e?

MR. MORGAN: That is correct.

MR, DASENT: Okay. And | take it
I n maki ng your conparisons in those tables,
it's for illustrative purposes only because
t hose are taken from VB-4?

MR MORGAN:. Correct. And | wll
point out that what really matters in -- in
using VB-4 is the fact that the balance in
the RSF is an anount that is equal to what
s shown in Ms. LaBuda's testinony. And
even M. Jagt earlier today acknow edged
that those bal ances are correct.

MR, DASENT: Gkay. But because
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VB-4 consistent with the stipulationis to
be used for illustrative purposes only, ny
point is that your schedules or tables on
pages 9 and 12 are offered for that purpose
for illustrative purposes?

MR. MORGAN. Yes. As to nmake a
conparison, as well.

VR. DASENT: Ckay.

Now, M. Morgan, you criticized
PWD' s di scussion of cost pressures in the
record for not including | ower pension fund
contributions. You do this in your
testi nony toward the end of pages 18 and
19.

Do you recall that?

MR MORGAN. Yes.

MR. DASENT: Now, | take it you are
referring there to pension fund
contributions for Fiscal 22 as projected in
the 2021 general rate case?

MR MORGAN. |'mnot certain
that's -- but that information was provided
in one of the initial data request that

was - -
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MR. DASENT: But your testinony on
pages 18 and 19 is referring to that tine
period, Fiscal 22 as projected in the | ast
rate case.

MR MORGAN. Yes.

MR. DASENT: And then toward the
end of your testinony on begi nning of page
19, PWD updated projections and schedul ed
VB-4 are also referred to.

Do you recall that? That woul d be
the final paragraph -- | think page 19,
lines 7 through 10.

MR. MORGAN. That is correct.

MR, DASENT: kay. Now directing
your attention to responses, PWD Di scovery
Requests 23, so that's pretty close to
where we were a mnute ago, give or take
ten questions. And, Your Honor, that's on
page 42 if you are scrolling.

HEARI NG OFFI CER CHESTNUT: Yeah. |
got that.

MR, DASENT: Ckay.

Now, you indicate there in the

response that you're unable to
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affirmatively state whether | ower pension
funds contributions are reflected in VB-4;
am| right?

MR. MORGAN. That's correct.

MR, DASENT: COkay. And | take it
your answer is simlar with regard to
projections that are for the Fiscal 2021
rate case? That would be the next
guesti on.

MR. MORGAN. Can you repeat that?

MR. DASENT: Sure. | take it your
answer is simlar with regard to the
projections fromFiscal 21, general rate
case, reflecting the | ower pension
requi renents as was the case was settl ed
and it was a bl ack box settl enent?

MR. MORGAN. |'msorry. Wen you
say Fiscal 21, are you tal king about what
was presented in the rate case?

MR, DASENT: Well, I'mreferring to
the Question 23. And Question A of that,
you deni ed any specific -- you denied that
I n the answer because the settlenent was

part of a black box. So |I'm suggesting to
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you, that you didn't know the | ower pension
fund requirenents are reflected in the
settl enment because it was a bl ack box

settl enment.

MR. MORGAN: In the settlenent, |
woul d say it's not black box. W don't
know what the costs are that we are
consi deri ng.

MR. DASENT: Directing your
attention to schedule LKM 1, 3 of 3, which
i s appended to your testinony. The very
| ast page, you know, shows the various
tables, G 1 tables, that you prepared. And
It shows the endi ng bal ance of 96. 376
mllion for 2023; am| correct?

MR. MORGAN. Correct.

MR. DASENT: And this anount is
wel | bel ow the projected RSF bal ance shown
in Table G1 in the 2021 rate
determ nation; am| correct?

That's 113.998 m i on.

MR. MORGAN. Again, these nunbers
are presented for illustration. They

are -- yes. To answer you directly, yes.
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But even in settlenent, the anount that was
agreed was | ess than the anount that PW is
now claimng to be the threshol d.

MR. DASENT: Using your nunber, and
wth reference to this specific nunber,
96.376 mllion, if any -- assum ng that was
actually approved, if any significant
unanti ci pated event occurs during Fiscal
2023, that would require utilization of the
Rate Stabilization Fund |ike a storm event,
all else being equal, that would result in
an even | ower RSF bal ance then you're
showing here in LKM1; isn't that true?

MR. MORGAN: No. These nunbers --
to start off, these are nunbers that or
nodel, | should say, is not sonething that
| generated fromthe beginning. The
nunbers in here starts off wwth PW s
revised nodel to reflect settlenent.

And so, there are assunptions in
here that we don't know what they are. And
so, to say that these are the actual
nunbers that would be attained, | sinply

cannot say that. Again, what -- this is a
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tool that we have been provi ded.

And essentially, what I"'mtrying to
do here is to show that if the Board were
to accept ny proposal, there is an effect
on the results that -- that are presented
in this nodel.

MR. DASENT: Assum ng the Board
does accept your proposal, and the RSF
bal ance is 96.376 mllion in Fiscal 23,
safe to assune, all else being equal, if
there was a stormevent |ike lIda or any
ot her energency, that that would draw that
nunber down even | ower?

MR. BALLENGER: Object to the
assunptions and speculation. M. Mrgan
has testified about where this nodel cane
from This nodel is not his.

HEARI NG OFFI CER CHESTNUT:  Your
objection is overruled. Let's see if he
can answer. | think it's been kind of
asked already, but just to -- if there is
sone clarification, M. Myrgan can provide.

MR. MORGAN. Again, to say that if

ny reconmendati ons are accepted, that it
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woul d result in this nunber is sinply an
assunption that | don't think | can except
because the assunptions that went in this
nodel are unknown.

What we do know is that PWD has had
a history of over-performng. And even if
to look at the rating reports, Fitch and
Moody's tal k about PWD having a strong
financial profile. And that their
performance was consistent with historical
results. So based on that, | don't think
we can expect to see a nunber |ike the
96. 376.

MR. DASENT: Well, let's turnto
the rating agency reports. |If you look to
57 on PWD Hearing Exhibit 2, scrolling to
that, you will see the S&P rating agency

report.
MR. MORGAN:. Wiat tab is that?
MR. DASENT: That is Tab 4. But
scrolling toit, you wll see it's in red,

S&P report. And it's 57 if you are | ooking
at it on the conputer.

MR MORGAN: No, | have it.
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MR, DASENT: Okay. Now, woul d you
agree the rating agencies are nonitoring
PWD | egal netrics, revenues, revenue
requi renents of PWD increasing need to
utilize its RSF bal ance to neet its
operati ng expenses? You'd agree, it's
| ooking at all of this, correct?

MR. MORGAN. No. They are not --
they are not just |ooking at the RSF
bal ance. That's for sure.

| f you go through this, you wll
find that | think it's only S&P that talks
about -- that neasures the specific
bal ance. But they, all |ook at several
different factors in comng up with their
rate increase. |It's not all focused on the
RSF bal ance.

MR, DASENT: But liquidity is a
maj or concern for all the rating agencies.
You woul d agree with that?

MR. MORGAN. And that's al so
consistent wwth ny recommendation. At the
end of the day, whether or not the -- the

Board accepts -- if the Board accepts ny
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position, PWD still gets a rate increase
and inproves their liquidity.

MR. DASENT: But let's |ook at the
S&P report.

MR. MORGAN. Ckay.

MR. DASENT: And it's dated
Septenber 17, '21. It's at page 57.

MR MORGAN.  Yup.

MR. DASENT: And I think |I've
hi ghl i ghted, you know, the areas that | am
really focused on. But in |ooking at that
report, doesn't it indicate that higher
t han pl anned use of liquidity could cause
S&P to lower the rating for the Departnent?

MR MORGAN. It says -- the
hi ghl i ghted section starts off with if.
“1'f," I think, is the operative word there.
This hasn't cone to fruition because they
woul d have lowered it if they are
consistent with what they say.

But clearly, it says what it says.
But if you | ook through just above, it
tells you that the stable outlook is

predi cated on the City being able to obtain
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a rate covenant conpliance with
un-significant deviations in the year and
unm st aken cash in investnent.

So just |ooking at the RSF
bal ances, it's kind of narrow. And if we
were to | ook through the rating agencies
reports, you wll find that there are other
factors that are concerned.

VR. DASENT: Doesn't S&P, though,
explicitly state that depleting reserves
bel ow 120 mllion will likely result in a
downgrade for the Departnent?

That is correct --

MR. MORGAN: That's what it says.
And no one -- and |'m not recommendi ng that
we deplete the reserves below 120 ml1lion.

MR, DASENT: Gkay. And S&P, in
effect, is drawng a red |line there saying
basically ahead of tinme, here is what you
need to watch out for.

Isn't that true?

MR. MORGAN. Yes, that's true.

MR. DASENT: And Fitch is also, as

you scrol |l back, suggesting rate
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adj ustnments to maintain PWD's current | evel
of liquidity is inportant. And Moody's
makes sim | ar observations. But there are
a | andscape of things they are |ooking at,
but liquidity is anong them

Isn't that true?

MR. MORGAN: Yeah. If you | ook at
Fitch at the bottom Fitch describes what
drives the rating. And they talk about PWD
bei ng a nonopolistic service provider. |t
has | ow operating risks. And it has strong
financial profile.

| f you go up to Moody's, you'l
find that Moody's -- in fact, Mody's is
the one that cones out and says that --
that PWD, while the financial challenges do
not enforce an imedi ate risk to the
Departnment credit profile, prolonged
econom c stress will cause -- will effect
their rating. But in that case, they are
responding to the idea that if the
Departnent is unable to maintain its
resul t.

So, | think the rating agencies
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take a holistic approach to determ ning
when to downgrade. And it's not again
focused on the RSF funds -- fund bal ance.

MR. DASENT: M. Morgan, would you
al so agree with reference to the Mody's
Report, they do indicate the inability to
rai se rates commensurate with coverage
requirenents and in line with the
Departnent's internal standards could | ead
to a downgrade?

MR. MORGAN. Yes. And again,
that's -- that's a scenario that they are
presenting. Moody's states that they found
PW' s financial performance to be
satisfactory. That's right on the ratings
rationale. So, it's not like they see a
pl ane that's crashing.

MR, DASENT: But | think they are
| ooki ng at things over a period of years
and observing PWD in conparison to its
peers. And indicating there are liquidity
concerns as are all the rating agencies.

MR. MORGAN. That's correct.

MR, DASENT: Okay. Now, let's talk
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about a bl ack box settlenent and see if we
can concl ude there.

Turning your attention to Tab 2,
Question 15. Those are the Discovery
Responses. And | am scrolling back so |
can tell you where they are. They are not
far away from where we are now.

MR. MORGAN. Tab 2, Question 157

MR. DASENT:  Yup.

MR. MORGAN. Ckay.

MR. DASENT: And that's page 34 if
you are scrolling to it on a conputer.

Now i n Question 15, you indicate
that the rate determ nation dated June 16,
2021 was approved as a bl ack box
settlenent; isn't that true?

MR. MORGAN. That is true.

MR. DASENT: The rate determ nation
actual ly approved a bl ack box settl enent.

MR. MORGAN. And | confirmed the
sane.

MR, DASENT: Gkay. And with
respect to Question 16, the next one, you'd

agree that the black box settl enent
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represents an agreenent between the parties
i n which the conponents and derivation of
the settlenent anount are not disclosed?

MR. MORGAN. That's -- that's what
| stated. But the revenue is disclosed.

MR. DASENT: Yes. The approved
revenues, yes. And you indicate in
response to PWD Di scovery Question 17,
whi ch woul d be the next one, that a black
box settlenent only disclosed total
addi ti onal revenues to be generated.
That's your point. And from an agreed upon
settl enment.

So, we are in agreenent on that,
al so?

MR. BALLENGER: (nbjection to the
gquestion. Doesn't say "only."

MR. DASENT: | guess that's ny
editorial. The black box settlenent
di scl oses the total additional revenues.
Let nme see what it actually says.

Yes. It doesn't have "only" in
there. Thank you.

Now toward the end of ny hearing
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exhibits we have -- | nean, it's literally
the | ast page. W have a table that sets
forth the -- the breakdown for 2021 rate
proceedi ng.

MR. BALLENGER: | want to go ahead
and just object to this exhibit. This is
taki ng sonething from M. Mrgan's
testinony in 2021, which has not been used
in this case. |It's outside the scope of
his testinony in this case.

| woul d object to these exhibits.

HEARI NG OFFI CER CHESTNUT: | think
it's appropriate to | ook at the record of
the underlying rate case. That's the
record established in that case. And |
think it can be referenced in this case.

Now, how useful that is, | don't
know. But | think it's appropriate to | ook
at what happened.

MR. BALLENGER: Just in |ight of
the -- the Water Departnent's own counsel
asked that we |limt cross to the four
corners of the bond testinony during the

prehearing conference. |'mnore than
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surprise they're noving forward with this.

MR. DASENT: Well, there are
references in M. Mrgan's testinony to how
we are performng vis-a-vis, where we are
projected to be and where he projected we
m ght be. So, just a couple sinple
guesti ons.

M. Mrgan, |ooking at this table,
the very |ast page of PWD Exhibit 2, does
it show that the PWD endi ng bal ance for the
Rate Stabilization Fund at the end of the
year as in columm one as you projected is
175, 652, 000?

| s that what the table says?

MR. MORGAN. Can you repeat the
gquestion, because | --

MR DASENT: Sure.

Looking at the first colum
Schedule LKM1, in that final page of PWD
Exhibit 2, it shows a conparison of Fiscal
21 rate proceeding, LKMtestinony, Schedul e
LKM 1 conpared to actual results. And in
the first colum it shows for the Rate

Stabilizati on Fund bal ance 175, 652, 000
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according to your testinony in the 2021
rate proceeding; is that correct? Subject
t o check.

MR. MORGAN. It is correct. And
then, I wll point out that that was
wi t hout the rate increase.

MR DASENT: Yes.

MR MORGAN. So -- and there is
several assunptions that may or may not be
currently refl ected.

MR. DASENT: Uh-huh. And how does
that conpare with Colum 2 that shows the
Rate Stabilization Fund bal ance under
actual results 124,661,000? 1Is there a
delta or sonething like 50 mllion?

MR. MORGAN. Roughly.

MR, DASENT: Gkay. And that's all
we have. Thank you very nuch, M. Mborgan.
| appreciate it.

MR. BALLENGER: | think that's --

HEARI NG OFFI CER CHESTNUT: Wait,
wait, wait. M. Haver, do you have any
questions for M. Morgan?

M. Haver, do you have any
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questions for M. Morgan?

Ckay. No response.

MR, BALLENGER: During prehearing
conference, he said he had questions for
the two panels. So absent a response --

HEARI NG OFFI CER CHESTNUT:  Ckay.
Make sure everybody has an opportunity
here, but okay.

Do you want a break before you do
redirect?

MR. BALLENGER: Yes. | would
really appreciate about ten m nutes. Maybe
if we can cone back at 12:25, round up a
little bit.

HEARI NG OFFI CER CHESTNUT:  Ckay.
W will do that.

MR. BALLENGER: Thank you.

(Of the record at 12:12 p.m)

(Back on the record at 12:25 p.m)

HEARI NG OFFI CER CHESTNUT: Are we
ready to resune?

MR. BALLENGER: Yes, Judge. Thank

you.
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MR DASENT: Yes.

MR. BALLENGER: Ckay. Thank you
for the pause. | just had a coupl e of
guestions for M. Mirgan on redirect.

And - -

MR. HAVER:  Your Honor, | would
| ike to have ny opportunity for direct.

HEARI NG OFFI CER CHESTNUT: | had
asked you before, and you didn't respond.

MR. HAVER: | apol ogi ze. | nust
have had a conputer glitch.

HEARI NG OFFI CER CHESTNUT: Al |
ri ght.

MR BALLENGER |'msorry. Are you
going to cross-exanm ne M. Morgan,

M. Haver?

MR. HAVER: | am happy to answer
Judge Chestnut's questions.

HEARI NG OFFI CER CHESTNUT: | don't
have a question. | said you can go ahead
I f you have cross for M. Morgan.

MR. HAVER: Thank you.

M. Morgan, did you participate in

a Fiscal Year 2022 rate case?
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MR. MORGAN: Fiscal Year 2022 rate
case? | participated in the TAP
Reconciliation filing.

| s that what you are referring to?

MR HAVER. No. | amreferring to
the case that we -- happened before this
case, that the settlenment resulted in this
case.

MR. MORGAN. That was 22 -- fiscal
22/ 23, yes.

MR. HAVER. (Ckay. |In preparing for
t he proceedi ngs, preparing your testinony,
did you have an opportunity to review the
public notice that was posted on the
Phi | adel phi a Water Rate Board?

MR. MORGAN:. Unfortunately, | am
nore focused -- in that proceeding, there
was a separate cost of service for a
designed witness. And so, ny focus was on
the total revenue requirenent.

MR. HAVER. No, sir. M. Mrgan, |
am t al ki ng about the public notice for
today' s heari ng.

MR MORGAN: Oh, no, | didn't.
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MR. HAVER. M. Morgan, would you
know whi ch wi tnesses the Public Advocate
were responsible for review ng the public
notices?

MR. MORGAN:. There is sonebody
rattling paper. And so, | couldn't hear
what you were sayi ng.

MR. HAVER: Your Honor, could you,
pl ease, ask the person to nute thensel ves
if they are going to rattle paper?

MR. MORGAN. kay. Go ahead.

HEARI NG OFFI CER CHESTNUT: Ask the
guesti on, pl ease.

MR. HAVER. Ckay. M. Moirgan, if
you know, which w tnesses of the Public
Advocate are responsible for review ng the
public notices?

MR. MORGAN: | do not know.

MR. HAVER. Ckay. M. Morgan, are
you famliar with Section 8-600 of the
Phi | adel phi a Hone Rul e Charter?

MR. MORGAN. | have read it. |
don't know it by section, but | have gone

through it.
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MR. HAVER:. Okay. Are you famliar
with the requirenent that public notices
are witten in such a way that they are
avai | abl e and under stood by peopl e who have
limted English proficiency?

MR. MORGAN. That's nore of a | egal
gquestion. | -- you know, |'m a nunbers
person. So, | don't know what the
requi renents are for that.

MR. HAVER: Thank you.

MR LIANG If | could interject
really quickly. | amnot --

MR. HAVER: | object, Your Honor.
| have not asked the question --

HEARI NG OFFI CER CHESTNUT: No, be
quite, M. Haver.

What, Steven?

MR. HAVER: | have a right to
obj ect, Your Honor.

HEARI NG OFFI CER CHESTNUT:  No.

M. Haver, Steven needs to naeke an
announcenent .

MR. LIANG | just wanted to

clarify one --
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MR. HAVER:. | have a right to --

HEARI NG OFFI CER CHESTNUT: St even,
what ? Please mute M. Haver for a m nute.
And what were you going to say.

MR. LIANG | was just going to say
that the public notices -- |I'mthe one
responsi ble for posting them And | get
approval from Board Counsel Dani el
Cant u- Hertzl er and Sonny Popowsky on the
| anguage, so.

HEARI NG OFFI CER CHESTNUT: Fair.

MR. LIANG | just wanted to
clarify.

MR. HAVER: | object to that being
part of the record, Your Honor.

HEARI NG OFFI CER CHESTNUT:  No.
Your objection is overruled. You wanted
I nformation and you got it.

MR. HAVER: No. That's not what |
wanted. | wanted to ask M. Mirgan a
speci fic question. And once again, you
have showed your prejudice.

HEARI NG OFFI CER CHESTNUT:  Yes.
Ckay. Go ahead.
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MR HAVER. M. Morgan, on |ine

10 -- on your direct testinony on page 10,
line 3, you state -- if you don't have it
in front of you, I will wait.

HEARI NG OFFI CER CHESTNUT: Wit
wait. Page 107

MR. HAVER: Page 10, |ine 3.

You state that in the Fiscal Year
2022/ 23 rate case, you recomended no
i ncrease for Fiscal Year 22; is that
correct?

MR. MORGAN:. On page 10, line 3? |
don't see that. But | did recomend no
I ncrease in that rate case.

MR. BALLENGER:  That discussion is
at the top of page 8, the nunbered page 8.
It's page 10 if you're counting in your
br owser .

MR. MORGAN: (Okay. Pdf page. [|I'm
Wi th you now.

MR. HAVER: Thank you. Under the
Settl enment Agreenent, did the Water
Department get a rate increase?

MR. MORGAN: Yes.
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MR. HAVER: How many mllions were
t hey given?

MR, MORGAN. 10.4 mllion.

MR. HAVER. And that was even
t hough you testified that no rate increase
was necessary; is that correct?

MR. MORGAN: That's correct. The
settlenent is in negotiation. So, no party
gets exactly what they want.

MR. HAVER: On the sane docunent on
ny page 20, | don't know how it pagi nates
for you. You state: In Philadelphia,
there is an attenpt to bal ance the interest
of consuners and the utility.

Do you see where you said that?

MR. MORGAN. | renenber nmaking the
statenent. Wat was your page again? |'m
sorry.

MR. HAVER: Again, on ny
pagi nation, it's page 20. | don't know how

It translates to your conputer.
MR. MORGAN. (Ckay. Go ahead. |
don't have it but --

HEARI NG OFFI CER CHESTNUT: Wi t,
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wai t. Hang on.

MR. BALLENGER: It's page 20 of the
pdf, but the page is nunbered 18. Lines 5
to 8.

HEARI NG OFFI CER CHESTNUT: Cot it.
Ckay.

MR. HAVER. M. Morgan, who owns
t he Phil adel phia Water Departnent?

MR. MORGAN. The City.

MR. HAVER: Understandi ng that you
made the statenent, nmy question is, what
I nterest do you believe the utility has
that are not consuner's interest?

MR MORGAN. Can you -- |'m not
sure | followed the question. Can you just
repeat it?

MR HAVER. Well, let nme -- | wll
try and rephrase it to nmake it a little
easier. SO you were -- in your testinony,
you are making the distinction between the
consuners and the utility. The utility is
owned by the consuners.

So |'m asking you, what is the

di stinction that you are naki nhg when you
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are saying that there are two distinct
I nterests?

MR. MORGAN: The distinction | was
maki ng in that paragraph is in response to
the peer review. And when | went through
the peer review, it was quite clear in sone
| nstances there's not an independent board
that sets rates.

And i n Phil adel phia, what has been
done, | believe, in 2012 in the past, the
Rate Board was created so as to have an
| ndependent body that will listen to
evi dence both on the consuner side and the
Water utility side. And at sone point,
determ ne what in the Board's viewis a
reasonabl e resol uti on.

And so, that's what | was sayi ng.
s that in Philadel phia, there has been
this attenpt to -- rather than have the
utility have sole discretion of -- over
setting rates, there's an attenpt to have a
body that will nobderate the inpact of rates
on rate payers.

MR. HAVER: Are you suggesting that
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t he Water Departnent shoul d have sone ot her
priority other than its water consuners?

MR. MORGAN. What |'m suggesting is
that the water utility's focused on

provi di ng what | would consider to be good

custoner service -- safe and reliable
service. | wll put it that way.
And but -- how you get there, how

they get there and how as the
representative of the consuner, how | think
they can get there are two different
things. There are several ways to get
to -- to providing safe and reliable
service W thout hanpering that service with
too low rates or going to the extrene and
having rates that are too high.

MR. HAVER: | n your testinony
today, you spent a fair anpunt of tine
t al ki ng about what the rating agencies are
saying; is that correct?

MR MORGAN:. Correct.

MR. HAVER. Do you believe that the
rating agencies play a significant role in

setting rates for the Water Departnent?
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MR. MORGAN. | don't think that
they play a significant role in the sense
that they have -- in this proceeding as an
exanpl e, they have no representation. They
present no evidence. They don't take sides
in the rate proceedi ng.

The i npact of their ratings is felt
when the Water Departnent brings in
information fromthe rating agencies to
bol ster their case.

MR. HAVER. Do you believe it's
| nportant to consider what the rating
agenci es say about the Phil adel phia Water
Depart nent ?

MR. MORGAN. | think one should
|isten to what the rating agencies have to
say with a critical mnd. And when | say
critical mnd, is to -- is to question and
reason with the information that is
presented in those reports.

MR. HAVER. Sir, are you aware that
Phi | adel phia's in the process of
establ i shing a public bank?

MR MORGAN: No. "' m not aware of

Strehl ow & Associ ates, |nc.
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t hat .

MR HAVER If there was a public
bank controlled by the Cty that would
repl ace the private banks that are | oaning
the Water Departnent noney, would that have
any inpact at all on the inportance of the
rati ng agenci es?

MR. BALLENGER: (bj ecti on.

HEARI NG OFFI CER CHESTNUT: Are you
obj ecting, M. Ballenger?

MR. BALLENGER: | -- you know, |
thin he answered that he was unfam i ar
with the public bank proposal. So, | was
going to allow M. Mrgan to answer if he
knew or had an opi nion about the matter.

HEARI NG OFFI CER CHESTNUT:  Ckay.
Because | think it's clearly outside the
scope of this proceeding.

MR. BALLENGER: | agree, Judge.

HEARI NG OFFI CER CHESTNUT: [t's
clearly outside the scope of his testinony.
If you want to try and have himanswer it,
go ahead.

MR, MORGAN: | indicated that |
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don't know.
MR. HAVER: Thank you.

I n your direct testinony on page

21 -- again, that's how it pagi nates on ny
conputer -- line 14 through 18, you state
that there is no reduction in rates -- no

reduction in rates is warranted with
respect to receipts of stinmulus funds as
established in the settlenent.

Quote: PWD reports it did not
recei ve federal stinmulus funding in an
anount sufficient to warrant an adjustnent.

| s that your testinony?

MR MORGAN. Yes.

MR. HAVER: Did you investigate on
your own whet her PWD received any stinmul us
dol | ars?

MR. MORGAN: Yes. W | ooked at
source of -- we asked themoutright. W
| ooked at nonies that canme in. W even
guestioned them on sonething that we
t hought would qualify. And based on the
definition as stated in the settlenent, it

did not apply.
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MR. HAVER: \Wat evidence did you
review t o exam ne whether P --

MR MORGAN:. W -- as | said, | --
| | ooked at responses to data requests.
And - -

MR. HAVER. M. Morgan, |'m asking
a different question. But |I'm happy to be
qui et as you answer the question you think
I ' m aski ng.

MR. MORGAN:. | thought | was
answeri ng the question.

MR. HAVER: | appreciate that.

What evi dence did you review
showi ng the applications or attenpts that
PWD made or is making to receive federal
stimulus funding?

MR. MORGAN. There have been sone
nmonthly reports. And part of the
settlenment, PWD made a good faith effort or
stated that they pursued federal stinulus
f unds.

MR. HAVER: Again, referring back
to your testinony on page 22 -- on ny page

22 -- you nmake a recommendation of a rate
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I ncrease. How nuch of a rate increase in
doll ars are you recomendi ng?

MR. BALLENGER: | would object to
the characterization. It's not M --

HEARI NG OFFI CER CHESTNUT:  Fi r st
off, let me find that reference.

M. Ballenger, can you give ne a
hard copy page reference?

MR. BALLENGER: Well, | think he's
referring to page 19, which would be pdf
page 21 of M. Myrgan's testinony. Lines,
| " m guessing, 18 through 22 maybe. | don't
know.

HEARI NG OFFI CER CHESTNUT: Ckay.

M. Haver, you got to give ne a
reference that | can | ook at.

MR. HAVER: | did.

HEARI NG OFFI CER CHESTNUT: [|'m
| ooki ng at scrolling nunber 19 out of 43 or
page 17.

MR. BALLENGER: Ckay. |t would be
21, the discussion under what do you
recommend for this proceeding starting on

pdf page 21.
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HEARI NG OFFI CER CHESTNUT: Ckay.
Got that. Al right.

Now, M. Haver, you are saying that
M. Mrgan is recomendi ng what ?

MR. HAVER: |' m aski ng hi mwhat he
I s recommendi ng? How nuch of a rate
I ncrease in dollar amounts is he
recomendi ng?

HEARI NG OFFI CER CHESTNUT: Wait,
you got to clarify. He's not recomendi ng.
Let me ask M. Morgan to make sure |
under st and.

You' re not recommendi ng any rate
| ncrease, are you?

MR. MORGAN: Not recommendi ng a
rate increase.

MR HAVER. Sir, forgive ne if |'m
wong. What you are saying then is that
you are recomendi ng the entire anount that
was included in the Settl enment Agreenent be
erased, and that there been zero dollars
added to the current rates?

MR. MORGAN. No. What |I'm saying

Is that the rate increase that woul d cone
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into effect in FY 2023 has been deci ded.
"' m not recommendi ng that here.

What | am recommending is that
there are sone dollars that should be --
fl oat back to custoners. And that is what
| mrecomendi ng. That these dollars,
$6.6 mllion, should go back to custoners.

MR. HAVER: And |'m asking you to
do a very sinple cal cul ati on.

When you deduct what you believe is
appropriate fromthe anount in the
settlenment, how much is left?

MR. BALLENGER We can take notice
of mathematics. M. Mirgan, if you care to
respond, you may. But this not within the
scope of your testinony.

HEARI NG OFFI CER CHESTNUT:

well, M. Haver, if he did the
mat h, you can ask him subject to check.

MR MORGAN. | would say it would
be -- you know, | don't want to -- | can
provide that data, but | don't want to.
And the reason -- and it's not that I'm

bei ng evasive, the schedul e on which |
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have -- or the schedul e on which the FY26
-- 23 rate increase is provided has ten
nont hs instead of twelve. And so, | don't
think that's an actual anmount. So -- and |
don't want to m sstate sonething here.

MR. HAVER: Let ne back into it
then. In the Settlenent Agreenent, how
much was agreed upon for Fiscal Year 2023
as a rate increase?

MR. MORGAN. Just a second. 34.110
mllion.

MR. HAVER: 34.11 mllion?

MR MORGAN. 11 -- yes.

MR. HAVER: Thank you. And how
much are you recommendi ng that be reduced
by ?

MR MORGAN: 6.6 mllion.

MR. HAVER: So using a cal cul ator,

would it be fair to say if we subtracted

34.11 mllion, we subtracted 6.6 mllion
from31l.1 mllion[sic], we would get
27, 000, 0517

MR, MORGAN. Yes.
MR. HAVER. |s that how nuch you
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are recommendi ng the rates go up?

MR. MORGAN. Again, the rates
| ncrease has been decided. And what | am
recommending in this proceeding is the
anount that those rates should be reduced
by.

MR. HAVER: Again, sir, | amjust
asking you to do very sinple calculation,
whi ch you just did wwth ne. Said based on
your testinony, the agreenent says the
Wat er Departnent, if there is no reduction,
gets 34.11 mllion. You are nmeking a
recommendation that 6.6 mllion be reduced
fromthat anount.

| ' m saying, that neans that you are
recommendi ng the rates be increased by
27.51 mllion; is that correct?

MR. MORGAN. Mat hematical ly.

Mat hematically that is what happens. But
if I were to be recommendi ng an increase, |
woul d have to | ook at the cost of service
to conme up with what | think it should be.
At this point, | have not done that because

it's beyond the scope of this proceedi ng.
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So, | cannot accept the argunent
that |I'mrecomendi ng that increase.

MR HAVER: |If you add the rate
i ncrease fromlast Fiscal Year, what
remai ns after your deduction? What woul d
the total rate increase be?

MR. MORGAN. \When you say | ast
year ?

MR. HAVER. Yes. Fiscal Year
22/ 23. The anount that was included in the
settl enent.

MR. MORGAN. Be roughly 37.9
mllion.

MR. BALLENGER: And subject to
check, M. Morgan?

MR MORGAN. Yes.

MR, BALLENGER: |'m not sure what
we're doing here. So thereis a-- if it
hel ps, M. Haver, there is a schedul e
attached to M. Mrgan's testinony that has
all of the nunbers that | think you are
tal ki ng about.

MR. HAVER. M. Morgan, for the

pur poses of these |limted hearings and not
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| ooki ng at anything el se, what you are
saying in your opinion and in your
testinony is that it is fair and just for
it to be intw years a $37.9 million rate
I ncrease; is that correct?
MR. BALLENGER: (bject here.
Again, that's not what he's testifying.
HEARI NG OFFI CER CHESTNUT: He's not
maki ng any kind of recommendati on
concerning any kind of rate increase. Wat
he's saying is that based on the terns of
the settlenent, that there was sufficient
financial performance to justify a
reduction in the already inproved increase.
And | think that's a different
| sSsue.
MR. HAVER:. That doesn't --
HEARI NG OFFI CER CHESTNUT: -- what
you agree to.
MR. HAVER. Doesn't that nean --
HEARI NG OFFI CER CHESTNUT: | think
you need to restate your question,
M. Haver.
MR HAVER: No. | think |I'm going
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to leave it as it is with your comments.

HEARI NG OFFI CER CHESTNUT: Ckay.

MR HAVER: | think that's
sufficient to make ny point. |'m once
again glad that you are hel pi ng expose
what's goi ng on.

M. Mrgan, going back to |ast
year's proceedings, isn't it true that | ast
year you reconmended zero increase in 2022
and in 2023? And | will read you your
testinmony. This is fromline -- page 7 and
8 in ny pagination in Fiscal Year 2022 rate
case.

Quote: | recommend the Board not
approve the increase in rates as filed by
the Departnent. Instead, | amrecommendi ng
adj ustnments to the cost of service as
presented by the Departnent to reduce costs
that appear to be excessive and to refl ect
certain costs at a reasonable level. As a
result of these adjustnents, ny anal ysis
show that the Departnent's request to
I ncrease rates i s unnecessary.

Do you renenber testifying to that,
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1 sir?
2 MR MORGAN. | renenber. | don't
3 have the testinony before nme. | wll
4 accept that subject to check.
5 MR. HAVER:. And now you no | onger
6 have that opinion; is that correct?
7 MR MORGAN:. M. Haver, it's not --
8 it's not -- one has to be prudent when
9 maki ng statenments. If this were a full
10 rate case where | had the opportunity to
11 | ook at the cost elenents given today's
12 environnment, I'mlikely to have a different
13 opi ni on.
14 The rates have been settled. In
15 this country we operate by the rule of |aw
16 And follow ng the law, | have to accept
17 what the Board has deened to be the rates
18 going forward. Yes, as the consuner
19 advocate, | would like to see rates | ower.
20 But at the sane tinme, you' re not even
21 giving ne any credit for pursuing a rate
22 decreases. It's as if there is no effort.
23 And so, | disagree with the prem se
24

of your question.
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1 MR. HAVER: |'m not giving you
2 credit or not credit. |'mjust asking
3 questions. It wll be up to sonebody el se
4 to deci de whether you are doing a good job
S or bad job. It's certainly not sonething |
6 have the privil ege of deciding.
7 MR, MORGAN:  Ckay.
8 MR. HAVER: But again, is it the
9 settlenent itself that precludes you from
10 | ooki ng at the rates and deci di ng whether a
11 rate reduction is warranted?
12 MR MORGAN. It's a |egal process.
13 MR HAVER Is it the settl enent
14 that defines your inability to | ook at all
15 of the rates?
16 MR. MORGAN:. No. It's the |egal
17 pr ocess.
18 MR. HAVER: | don't understand what
19 you nean by the | egal process.
20 MR. MORGAN. [It's not the
21 settlement. The legal process less this
22 proceedi ng, so to speak. And so, | have to
23 abi de by what has been deci ded and
24

aut hori zed by the Board. It's not up to ne
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to go out and do what | want to do.

MR. HAVER. Were these |egal
proceedings set up and limted by the
Settl| enent Agreenent ?

MR. MORGAN:. Wi ch | egal
proceedi ngs?

MR. HAVER: The ones we are at
t oday.

MR. MORGAN. Can you repeat the
guestion?

MR. HAVER. The proceedi ngs which
are taking place today, were they created
and limted as a result of the Settl enent
Agr eenent ?

MR, MORGAN. It is consistent with
the Settlenment Agreenent.

MR HAVER: In fact, sir, doesn't
the Settlenent Agreenent call for these
proceedi ngs?

MR. MORGAN. You know, | -- again,
we are getting into an area where it could
be up to legal interpretation. Wat | can
say is that this is consistent with the

Settl ement Agreenent.
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MR. HAVER: Going back to your
testinmony in the prior rate case.

In the prior rate case, you
proj ected that the Phil adel phia Water
Depart nent woul d be able to access Rate
Stabilization Fund transfers and al so be
able to get stimulus dollars. And again,
"' m quoting fromyour testinony which
you' ve already said you don't have in front
of you.

But on page 6 of ny pagination,
your testinony says, quote, | then
summari ze for the Board's consideration the
| i kely recei pt of federal stinmulus funds.

Do you recall saying sonething |ike
that, sir? | know you don't have access to
t he exact | anguage.

MR. MORGAN: Yes. | recall saying
sonething to that effect.

MR. HAVER. Are you di sappointed
that the Water Departnent did not receive
wWithin the paraneters of the Settl enent
Agreenent a single penny of federal

stimulus dollars?
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MR MORGAN: At the tine, | nmade
t hose statenents, the governnent, there
wer e econom ¢ stinulus proposals.
Proposals for infrastructure. There were
several things. So to the extent that none
of those dollars have cone to the Water
conpany or the Water Departnent, | should
say, yes, it's a little disappointing.

MR HAVER Is it true, sir, that
as a result of the settlenent, the
Phi | adel phi a Water Departnent did not
financially need any noney fromthe

sti mul us package?

MR, BALLENGER: bjection. | don't
think M. Mrgan --
HEARI NG OFFI CER CHESTNUT: | don't

think there's any basis for that question.
|"msorry. What did you say,
M. Ball enger?

MR. BALLENGER. | was saying, |
don't think M. Mrgan can testify on
behal f of the Departnent as to what it
needed.

HEARI NG OFFI CER CHESTNUT:  Yeabh.
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M. Haver, you know you can't -- we're not
goi ng back and reexam ning the settl enent.
The settlenent is done. The rate case is
over. So please, try to refocus your
guesti ons.

MR. HAVER: | am focusing ny
questions. Again, it's always amazing to
me. Prior to this, you said that | ooking
at the past record was fine when other
peopl e questi oned about forner testinony
and former record, you said, quote, it's
appropriate to |l ook at the past record.
Now when | raise those questions, you say
It's i nappropriate.

| don't know what could be nore
proof of prejudicial treatnent then that.
It's all right for sone people to | ook at
the prior record, but it's not all right
for nme to look at the prior record?

HEARI NG OFFI CER CHESTNUT:

M. Haver, |'mnot going to get
into any argunent with you because you,
obviously, don't listen. So --

MR. HAVER. Once again --
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1 HEARI NG OFFI CER CHESTNUT: |'m
2 going to save ny breath and wll extend
3 everybody the sane effort here, and tell
4 you to ask M. Mdirgan questions related to
5 the testinony he presented in this case.
6 You can't ask himabout what -- you know,
7 | " m goi ng to back up.
8 Just ask your questions about his
9 statenent in this case.
10 MR. HAVER: Once again, prejudicial
11 on your part. Qher attorneys, other
12 parties, other participants were allowed to
13 ask about prior records. And you are
14 telling me that | cannot.
15 HEARI NG OFFI CER CHESTNUT: Go
16 ahead. Ask your questi on.
17 MR. BALLENGER: You' ve asked a
18 nunber of questions -- you' ve asked a
19 nunber of questions about 2021 rate case.
20 And the one that you just asked wasn't
21 about the rate case settlenent or
22 M. Mrgan's --
23 MR. HAVER: Excuse ne. | object to
24

M. Ball enger testifying.

Strehl ow & Associ ates, |nc.
215-504- 4622




Rat e Heari ng Board 194
4/ 28/ 2022

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

HEARI NG OFFI CER CHESTNUT: He's not
testifying. Be quiet.

MR HAVER. He is certainly
testifying.

HEARI NG OFFI CER CHESTNUT:

Attorneys are allowed to speak.

MR, HAVER:  Your Honor --

HEARI NG OFFI CER CHESTNUT: |t's not
testi nony.

MR. HAVER:. Once again, Your Honor,
your prejudicial nature is being shown. He
is not allowed to testify.

HEARI NG OFFI CER CHESTNUT: He is
not testifying.

MR HAVER. He is not a w tness.

He can --

HEARI NG OFFI CER CHESTNUT: St even,
mute M. Haver for a few m nutes.

MR. HAVER: You can rule ne out of
order. He is not allowed to testify.

HEARI NG OFFI CER CHESTNUT: St even,
nmute M. Haver so that M. Ball enger can
make a statenent.

MR BALLENGER: W have al |l owed
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M. Haver to ask questions about

M. Mrgan's testinony in the 2021 rate
case just as we -- you know, M. Dasent

did. So, we haven't raised an objection to
tal ki ng about his prior testinony.

The | ast question that he asked was
about whet her the Water Departnent sonehow
was relieved of any need or urgency to
pursue stinmulus dollars. That is just not
sonething M. Mrgan can testify about. He
can't testify on behalf of the Water
Departnent. So, that's why | objected to
t hat questi on.

If M. Haver has nore questions
that are even close to the subject matter,
| will continue to allow M. Mirgan to
answer if he has an answer.

HEARI NG OFFI CER CHESTNUT:  Ckay.
Thank you.

M. Haver, you can conti nue.

Steven, | think you need to unnute
M. Haver.
MR. LIANG | asked himto unnute.

It's --
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HEARI NG OFFI CER CHESTNUT: Ckay.

MR. HAVER. M. Morgan, under the
Settl enment Agreenent, would the Water
Departnent be able to pay its bills? Be
able to neet its debt service? Be able to
retain its credit worthiness according to
the rating agencies even if it did not get
a single stimulus dollar?

MR MORGAN. | think it's stated in
the Settlenent Agreenent that the rates
that were determ ned fromthe settl enent
was j ust unreasonable. And so if that is
the case, then the Water Departnent should
have been -- is able to neet his
obl i gati ons.

MR. HAVER: W thout a stinulus
dol I ar?

MR. MORGAN: Yes. Because at that
time, the rates were not based on the
deduction from stinulus dollars.

MR. HAVER: That con -- thank you
very much, M. Mirgan. That concl udes ny
testi nony.

| would like to raise for the
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record, once again, the prejudicial nature
of the Adm nistrative Law Judge. And once
again, go on record as conpl ai ni ng about
her duplicitous behavi or.

HEARI NG OFFI CER CHESTNUT: You nake
what ever statenents you want, M. Haver.

MR HAVER | just did.

HEARI NG OFFI CER CHESTNUT:

M. Ballenger, do you need a few
m nut es?

MR. BALLENGER: Maybe if you can
just give ne two mnutes to call
M. Mrgan. W wll back at 1:05.

HEARI NG OFFI CER CHESTNUT:  How
about if we are back at 1:10.

MR. BALLENGER: 1:10 is fine.
Thank you.

(Of the record at 1:03 p.m)

(Back on the record at 1:10 p.m)

HEARI NG OFFI CER CHESTNUT: Ckay.
W ready to resune?

MR BALLENGER  Yes, Your Honor.

IMR. DASENT: Yes.
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MR. BALLENGER: M. Mbrgan, you
wer e asked sone questions about your
testinony in the 2021 rate case. And in
particular, | think M. Dasent asked you
sone questions about LKM 1, the tables at
the end of your testinony.

Coul d you just describe your
nmet hodol ogy and explain what LKM1 is?

MR MORGAN. LKM1 is a product of
a nodel that we used in determ ning our
recommendation. It should be noted that
that recommendati on starts off wth
projections by the Water Departnent using a
fairly conpl ex nodel that we have been
gi ven the opportunity to use.

We do our best to go through and
make adjustnents as we see fit. And
ultimately, it's a product of using their
projections with our adjustnent. And so,
what we end up with is a representation of
Itens we may not necessarily agree wth.
But as a part of a streanline process, we
have used their projections wth our

adj ust nent s.
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MR, BALLENGER: You tal ked about
the adjustnents that go into your
met hodol ogy.

In a fully litigated case, a case
that doesn't settle, wouldn't it be correct
that the Board woul d deci de whet her or not
It wanted to approve each sort of
adj ust nrent as opposed to approvi ng your
overal | recomendati on?

MR MORGAN: Yes. |'ve been in
this business for over 37 years, | think.
And there's never been an instance where |
provi ded testinony and have a comm ssi on
Board, an authoritative body accept
everything that | recommended.

It al so bears nentioning that even
in the instance of a settlenent, you have
to weigh the possibility that if we decide
that we wll dig in our heels and not
accept a conprom se, that the Board or the
Comm ssion m ght see otherwi se. And so, we
have -- as | said earlier, we have to be
prudent and nake deci si ons based on what we

believe to a good decision for rate payers.
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In this instance, the result of our
conprom se have saved rate payers over or
roughly $85 mllion. And | think that's
a -- sonething to nention because it's not
| i ke we just accepted everything that the
Wat er Departnent has presented.

MR. BALLENGER: Thank vyou,

M. Mrgan. That's all | have on redirect.

HEARI NG OFFI CER CHESTNUT: Ckay.

M. Dasent, do you have questions
based on the redirect?

MR. DASENT: Not hing further.

Thank you.

HEARI NG OFFI CER CHESTNUT:

M. Haver, do you have questions
based on the redirect?

MR. HAVER. M. Morgan, in your
experience that you just drew upon in your
testinony just now, do utility conpanies
often ask for nore than what they expect?

MR MORGAN. | -- ny tinme with the
utility was very short. It was three
years. And what | can say is that they put
toget her a package that they believe they

Strehl ow & Associ ates, |nc.
215-504- 4622




Rat e Heari ng Board 201
4/ 28/ 2022

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

can justify. | don't think there's the
i dea that, let's ask for ne just because we
think we'll end up sonewhere |ess.

MR. HAVER. To the best of your
know edge, has there ever been a rate case
you wor ked on where the utility got every
single cent of the rate increase it sought?

MR MORGAN:. No.

MR HAVER. Wuld it be normal then
for autility to receive less than what it
asked for?

MR. MORGAN: | think | would say
yes.

MR. HAVER: And woul d you suggest
that the people who run utilities are
unawar e of that fact?

MR MORGAN: | -- | -- you know,
that's generalization that | wouldn't want
to nmake.

MR. HAVER. Ckay. Do you believe
that the majority of people who run
utilities, whether the CEQ, COO or CFQ, are
intelligent, smart and wel | -infornmed?

MR. BALLENGER: Do you f eel
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confortable with that, M. Mrgan?

MR. MORGAN. For the nost part.

MR. HAVER: And do you think they
woul d be aware of the history of rate
requests versus what was gift granted?

MR MORGAN. If you are a utility
executive and you are not aware of what has
been granted and what has been request ed,
then there is an issue. So, the answer to
your question is yes.

MR. HAVER: Thank you.

MR. BALLENGER: |Is that it,

M. Haver?

HEARI NG OFFI CER CHESTNUT:

M. Haver, you are nuted.

MR. HAVER  Sorry.

Your Honor, yes, |'mdone. Thank
you very much, M. Morgan.

HEARI NG OFFI CER CHESTNUT: Ckay.
Then | think that concludes this. Thank
you very nmuch, M. Mrgan, you are excused.

| think we have cone to the end of
the wtness presentation for today. Let's

tal k about schedul e and the record.
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According to the schedul e, have you
had settl enent discussions?

MR. DASENT: We have tal ked on and
of f about the possibility of settlenent.
We sort of got distracted with TAP-R
truthfully, and not nuch nore. But you
knowif -- I wll talk to Rob after.

HEARI NG OFFI CER CHESTNUT: | woul d
urge you to tal k.

MR. DASENT: And | have transcri pt
responses as next because we have a couple
of those for today. Expect those by
Monday, Your Honor.

HEARI NG OFFI CER CHESTNUT: Ckay.

MR, BALLENGER: | think there
were -- | only heard one, Andre, but | am
just confirmng. | don't think there were

any for M. Morgan.

MR. DASENT: No. W wote down
two. One had to do for M. Haver. And one
had to do with household subject to
shut of f .

MR BALLENGER. ©Oh, yup. |It's

sonething el se M. Jagt was going to get
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nunber s on.
VR. DASENT: Yeabh.
HEARI NG OFFI CER CHESTNUT:  Ckay.
MR. DASENT: And then briefs by My

10. | will reach out to Rob before then.
HEARI NG OFFI CER CHESTNUT: | really
do urge you to settle. | know that there

I's sone strong feelings, especially on the
utilities part. | -- thereis a lot of
reasons why you couldn't cone to sone
agreenents on this.

| will try and conply with this
target date May 27. Can't guarantee it
obviously. It depends on your briefing. |
wi Il give you a heads up again like | did
before, which is I'mnot going to spend a
| ot of tinme discussing and anal yzing this.
| think it's pretty straightforward.
Shoul d there be an adjustnent, you know,
what is it based on.

And what |I'mlooking at is -- you
know, |I'm not bound by your stipulation,
but | think maybe it would help if | gave

you a heads up.
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One of the factors | amgoing to
| ook at is the projection that the Water
Departnment nade in the rate case as to what
the Rate Stabilization Fund would be. And
conpare that -- I'mnot saying that that's
definitely going to be ny m ninum
threshold. But that certainly is one that
"' m | ooking at.

So that's a -- just a heads up for
you. |I'mgoing to ook to see if there
could be any kind of rate reduction and the
| npact on utility if that happens. This
could only be a rate decrease for the
custoners. That is the way that | am
approaching it.

Now in terns of the record, the
regs testify pretty nuch with the record is
conprised of. Let ne find ny regs here.
And that's going to be the advance and
formal notices. [|'magoing to need an
exhi bit, a nunbered exhibit fromyou,

M. Dasent, about the advertising of the
notifications.

MR. DASENT: Yes. W have started
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it wth the outreach exhibit, PW Hearing
Exhibit 1. But we need to suppl enent that
with the state reg proofs of publication.

HEARI NG OFFI CER CHESTNUT:  Yes.
Qoviously, witten testinony and exhibits,
the record of the hearings, ny report and
then it says and briefs, exceptions,
witten statenents and argunent, which |
guess is testinony. What | don't see
here -- oh, | take that back. 1|'m not
cl ear about responses to di scovery.
Because that's not listed in the regs as a
separate item But it is |isted under
three, which is information accepted into
the record by the Board and the Hearing
Oficer.

Now | know that in general cases,
all discovery responses are automatically
part of the record. But | think this is --
maybe you can tell ne.

Does it have to be specifically
identified in these types of |limted cases?

MR. DASENT: That hasn't been our

practice. W've let the posted information
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be included in the record for your
consi derati on.

HEARI NG OFFI CER CHESTNUT: Ckay.
Then all discovery responses are included
in the record, whether or not they've been
i ncl uded in the hearing exhibits.

MR. DASENT: Yeah. And we'd have
to note generally objections, but not in
this case.

MR. BALLENGER: You anti ci pat ed
what | was going to say, Andre. Yes,
that's exactly right.

MR HAVER. | want to add to the
record, ny objection to the Hearing
Exami ner referring to this case as a rate
reduction. Consuners will end up paying
nore. That is not a reduction. They wll
pay nore than what they are payi ng today
even if the Public Advocate's nunbers are
accepted. To call it a rate reduction is
to enter 1984.

HEARI NG OFFI CER CHESTNUT: \Wat ever

M. Haver, you know, you're w ong,

but |'mnot going to explain it again. You
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can characterize it as you wish, but it's
cl ear what the process is here. And the
| npact - -

MR. HAVER. | just want the
record --

HEARI NG OFFI CER CHESTNUT: |' m not
going to get into an argunent with you.

MR. HAVER: |'mnot arguing. |
just want the record to show that | am
objecting to the way that you are fram ng
the issue. It is prejudicial for the
public for you to refer as paying nore as a
rate reducti on.

It is msleading. It is
di si ngenuous. And it creates a trenendous
di sincentive for the public to participate.

HEARI NG OFFI CER CHESTNUT: Ckay.

So let's -- | think we are finished talking
about the record.

You do you want your hearing
exhibits specifically identified as part of
the record?

MR. DASENT: We request that, Your
Honor .
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MR. BALLENGER: Pl ease.

HEARI NG OFFI CER CHESTNUT: Ckay.
Then | guess, the only thing outstanding is
the exhibit fromyou then, M. Dasent,
ri ght?

IMR. DASENT: Yes.

HEARI NG OFFI CER CHESTNUT: Are
there any other procedural matters then
that need to be addressed?

M. Ball enger?

MR. BALLENGER: Just as a heads up,
| was debating putting in an exhibit about
our outreach. But | think what | woul d
like to do is just include that as an
appendi x to the brief.

HEARI NG OFFI CER CHESTNUT: | think
it should be -- in fact, | think it should
be required that you put on the record
sonmewher e your outreach.

MR. BALLENGER: Happy to do that.

HEARI NG OFFI CER CHESTNUT:  You want
to make it an exhibit, attach it to your
brief. As long as it's there.

MR. BALLENGER: Wy don't | put
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t oget her a post-hearing exhibit and submt
it to Your Honor.

HEARI NG OFFI CER CHESTNUT:  Ckay.
That's fine. Anything further fromyou,
M. Dasent?

VR, DASENT: Not hi ng further.

Thank you.
HEARI NG OFFI CER CHESTNUT:
M. Haver?
MR. HAVER: | nmade what obj ections

on the record that | wanted. Thank you.

HEARI NG OFFI CER CHESTNUT:  Ckay.

(At this tinme, brief discussion off
the record with the stenographer.)

HEARI NG OFFI CER CHESTNUT: Al |
right. |f nothing further then, thank you
all very much. This hearing is adjourned.

(At this tinme, the Hearing
adjourned at 1:30 p.m)
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