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PH LADELPH A WATER, SEWER, AND STORM WATER
RATE BOARD PUBLI C HEARI NG

VEDNESDAY, MAY 3, 2023
9:01 AM TO 3:32 P.M EDT
Z00M TELECONFERENCE

On Wednesday, May 3, 2023, the follow ng
proceedi ngs cane on to be heard in the
above-entitled matter before the Honorable

Marl ane R Chestnut, Hearing Oficer.

Proceedi ngs were reported by stenographi c nethod by:

DEBRA A. DI BBLE, RDR, CRR, CRC
Job No. 31286

LEXI TAS
215-504- 4622




Water, Sewer, and Storm Water Rate Board

5/ 3/ 2023

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

| NDEX

PROCEEDI NGS

FI NANCI AL PANEL:

CRGOSS- EXAM NATI ON BY MR, BALLENGER

CROSS- EXAM NATI ON BY MR HAVER

OPERATI ONS PANEL:
CRCOSS- EXAM NATI ON BY MR HAVER

COVMUNI CATI ONS AND OUTREACH PANEL:
CRCOSS- EXAM NATI ON BY MR HAVER

REPORTER S CERTI FI CATI ON

55

233

258

278

LEXI TAS
215-504- 4622




Water, Sewer, and Storm Water Rate Board

5/ 3/ 2023

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

PROCEEDI NGS
May 3, 2023, 9:01 a.m EDT

HEARI NG OFFI CER CHESTNUT: | reali ze
it's 9:00 o' clock, but | do like to wait a
mnute or two to nake sure that people can
join in.

(O f the record.)

HEARI NG OFFI CER CHESTNUT: Wl |,
before we start, does anybody have anyt hi ng
prelimnary they want to bring up now?

MR. DASENT: Good nor ni ng,

Your Honor. All | can think of is, | think we
wi || waive authentication of the testinony
this norning by agreenent, assuni ng

M. Ballenger, M. Bakare, and other parties
agree. And that will save sone tine.

And we don't have any additi onal
corrections or additions, and we have
submtted an errata sheet previously. So |
think we can go right to cross-exam nation.
But that's the prelimnary matters that | can
think of at this nonent.

HEARI NG OFFI CER CHESTNUT: Ckay.
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MR. BALLENGER  And, yeah, the Public
Advocat e agrees, we should just accept all of
the testinony as prefiled and on the record
wi t hout need for authentication. |f we have
any errata, we'll address them when we present
t he wi tnesses.

HEARI NG OFFI CER CHESTNUT: That's
fine.

Well, why don't we get started, then.

Debbi e, are you ready?

kay. We'll go on the record. This
Is the continued hearing in the 2023 General
Rat e Proceedi ng i nvol ving the Phil adel phi a
Wat er Depart nent.

For the record, | amHearing Oficer
Marl ane R Chestnut, and | would Iike the
participants to identify thenselves for the
record, starting | guess with you, M. Dasent.

MR. DASENT: Good nor ni ng,
Your Honor. Again, Andre Dasent for the
Phi | adel phia Water Departnent. Wth ne today
is Carl Shultz, and |I believe Kevin Birri el
will be on as well.

HEARI NG OFFI CER CHESTNUT:  Ckay.

M. Ballenger?
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MR. BALLENGER  Good norning. Thank
you, Your Honor. Robert Ballenger, Conmunity
Legal Services, here for the Public Advocate.
|'"'mjoined today by Joline Price and Dani el a
Rakhl i na- Powsner, also at CLS. Thank you.

HEARI NG OFFI CER CHESTNUT: kay.
Thank you. M. Haver?

MR. HAVER Lance Haver, pro se.

HEARI NG OFFI CER CHESTNUT:

M. Bakare?

MR. BAKARE: Good norning. Adeolu
Bakare, and for the court reporter, that's
spelled A-D-E-O L-U, last nane B-A-K-A-R-E.
Counsel for the Philadel phia Large Users
G oup, or PLUG

HEARI NG OFFI CER CHESTNUT: Thank you.

M. Gery?

MR. GERY: Good norning, everyone,
Travis Gery on behal f of PECO

HEARI NG OFFI CER CHESTNUT: And |
think that's all of the participants, right?
That | see.

As we -- let nme back up. | think
it's pretty clear that there's no need to

authenticate the testinony that's been
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submtted. Both the Public Advocate and the
Wat er Departnent have agreed to wai ve any kind
of prelimnary discussion about their
statenents, but we'll notify if there's any
changes or corrections to be nade.

So | don't think we need to
aut henticate or nove in anything at this
poi nt .

So why don't we just go start with
the cross-exam nation, M. Ballenger.

| guess scheduled for today, for the
first part of today, we have the Financi al
Panel and Bl ack & Veatch?

MR. DASENT: That's correct.

HEARI NG OFFI CER CHESTNUT: You're
going to cross themtogether, and they're
going to be presented together?

MR. DASENT: Yes.

MR BALLENGER: Yes.

And, Andre, if you want to introduce
the witnesses, that would be hel pful. But I
will --

MR DASENT: Sure.

MR. BALLENGER  Through the

Cross-exam nation, any nenbers of the panel
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that want to answer, that's fine, as long as
it's clear who is answering the question.

MR. DASENT: Yes. Wth ne today for
the Financial Panel is Lawence Yangal ay,
Patricia Rogal ski .

HEARI NG OFFI CER CHESTNUT: Excuse ne.
Coul d you spell that for the benefit of the
court reporter?

MR DASENT: Y-A-NG A-L-A-Y.

Patricia Rogalski. Patricia's, it's
ROL -- I"'msorry, RO GA-L-S-K-I. And
correct me if I'"'mwong, Patty.

And Law ence R ch should be in the
room al so, also part of the Financial Panel.
Bl ack & Veatch is conprised of Dave Jagt and
Brian Merritt.

HEARI NG OFFI CER CHESTNUT: Now, does
this -- okay. Now, you -- did you include the
financial advisors in this?

MR. DASENT: The financial advisors
are in the room if there are directions to
be -- if there are questions directed to them
And Peter Nissen, N1-S S E-N, and Charles
Matt hews, are the financial advisors.

HEARI NG OFFI CER CHESTNUT: Ckay. |
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just wanted to be clear that all of the
Fi nanci al Panel is going to be crossed at this
tine.

MR. DASENT: That's correct. And
that's the nost efficient way to proceed.

HEARI NG OFFI CER CHESTNUT: Certai nly.
Ckay.

M. Ballenger, do you want to go
ahead?

FI NANCI AL PANEL
CROSS- EXAM NATI ON BY MR, BALLENGER

MR. BALLENGER. G eat. Yes, Judge.
Thank you. And good norning to all of the
menbers of the panel.

Just want to nmake sure that everyone
has access to the hearing exhibit that was
submtted yesterday afternoon. W're going to
be wal ki ng through that for purposes of cross.
| f anyone doesn't have that, Andre, |'d ask
that you, you know, flip it over to themif
possi bl e.

But | assune since it was distributed
yesterday that it's circulated.

MR. DASENT: Yes.

MR. BALLENGER  Okay. Fair enough.
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| want to start with Appendix 2 to
t he Fi nancial Panel's testinony, which is PW
Statenent 2A. And |'ve taken the liberty of
i ncluding the pages | want to focus on in the
hearing exhibits so it's easier to follow
al ong.

" ve al so included several pages
regardi ng prior year financial performance for
past proceedings. And please note that |'m
going to refer to each page by the nunber in
the bottomright-hand corner in red as opposed
to the nunber that may show up in your PDF.

(Di scussion off the record.)

MR. BALLENGER: So the first page
identifies the content as comng from
Appendi x 2 to PW Statenent 2A, and | just
want to confirmthat the wtness can see that.

Wul d soneone pl ease confirmthat?

MR. DASENT: M. Jagt?

MR. JAGT: Yes, we can see that.

MR. BALLENGER And then the next
page, page 2, shows PWD' s revenues for fiscal
year 2022. Isn't it correct that fiscal year
2022 revenues exceeded projections by 1.64% or

approximately $12 mllion?
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MR. JAGI: Correct.

MR. DASENT: Thank you. W're flying
through. W're on to page 3. This is a cover
page from PWD' s Fiscal Year 2021 Summary and
Financial Plan. Do you see that?

MR. JAGT: Yes, we do.

MR. DASENT: GCkay. And this was
submtted in the 2022 special rate proceeding;
correct?

MR. JAGI: Subject to check, yeah.

MR. BALLENGER: It's part of Schedul e
M-2 to the formal notice in the special rate
pr oceedi ng?

MR. JAGT: Ckay.

MR. BALLENGER: Ckay. And on the
foll om ng page, page 4, shows PWD' s revenues
for fiscal year 2021

Do you agree that the docunent shows
PWD exceeded its fiscal year 2021 revenue
projections by 3.16% or approxi mately
$22 mllion?

MR. JAGT: That's correct. It was
during a COVID year. So it was...

MR. BALLENGER  Ckay. Thank you.
That' s hel pful.
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So let's turn to the next page. This
again sort of identifies where it's com ng
from This is the fiscal year '19 and fi scal
year '20 sunmary and five-year plan, and this
was submtted in the fiscal 2021 rate
pr oceedi ngs.

Do you see that?

MR. JAGT: Yes, we see that.

MR. BALLENGER: Then noving on to

page 6. This page shows PWD revenues for

fiscal year 2019. |I|I'msorry, fiscal year
20 -- let nme go -- yeah, fiscal year 2020 on
page 6.

Do you agree the docunment shows that
PWD revenues for fiscal 2020 were 1.19% hi gher
t han proj ected?

MR. JAGT: That's correct.

MR, BALLENGER: Ckay.

MR JAGT: |I'm-- we're getting
sone -- sorry, Rob. W're getting sone chats
t hat sone people, you know, | guess -- is it
possi ble to share -- would it be helpful to
share?

MR. BALLENGER: | don't know if |

have perm ssion to share nmy screen. That's

LEXI TAS
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1 why | sent this around. It's also kind of

2 hard for ne to -- if | share screen, | |ose

3 the video of the panel.

4 MR JAGI: kay. Well, | just

5 figured I'd put it out there since we're

6 seei ng chat discussion regarding...

7 MR. BALLENGER | can't see any chat

8 di scussion. Maybe there's a separate chat.

9 kay. So let's just nove on. W'l
10 cone to a stopping point here in a mnute. |If
11 we go to page 7, this shows PWD' s revenues for
12 fiscal 2019. And do you agree the docunent
13 shows that PWD revenues were .63% hi gher than
14 proj ect ed?

15 MR. JAGT: That's correct.

16 MR. BALLENGER. Okay. And | just
17 want to note that | believe if it is Steven, |
18 hope it's Steven or maybe it's Heat her.

19 HEARI NG OFFI CER CHESTNUT: It's

20 Heat her .

21 MR. BALLENGER: It's Heather. So

22 Heat her in the chat has indicated that we're
23 not supposed to have the ability to share our
24 screen on this format.

25 MR. JAGT: Okay.
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MR. BALLENGER  So havi ng | ooked over
t hose four years of revenue, would you agree
that PWD was consistently able to achieve
hi gher revenues than it projected?

MR. JAGT: Yeah, with nornmal years
wi t hi n about 1%

MR. BALLENGER: Ckay. So I'd like
you to turn to PWD Statenent 1R  That's the
rebuttal statenent.

And if you would, please turnto
page 6 for ne.

MR. JAGI: Gve ne a mnute.

MR. BALLENGER It appears starting
at line 8. Do you see that?

MR. JAGT: No, | don't have that open
yet, so hold on.

HEARI NG OFFI CER CHESTNUT: |'m sorry,
what page did you say on 1R? 67

MR. BALLENGER |'m on PWD st at enent
1R at page 6, and there's a chart starting at
l'ine 8.

HEARI NG OFFI CER CHESTNUT: Okay.

MR. BALLENGER: 1'd ask that, if
possi bl e, for the bal ance of the hearings, if

the witnesses could have their testinony
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avai |l abl e, that woul d be hel pful.

MR. DASENT: Rob, just so you know,
" musing the sane conputer to access both, so
| have to swtch back and forth. Please be
patient.

MR. BALLENGER: kay, no problem
And | have two screens so if it looks like |I'm
not paying attention, it's actually because
| "' mreading from anot her screen.

MR, DASENT: Got it.

MR. JAGT: So you said 1R page 67

MR, BALLENGER:  Yes.

MR JAGT: Al right. Wat was the
line?

MR. BALLENGER There's a table that
starts at |line 8.

MR JAGI: Correct.

MR. BALLENGER And pl ease confirm
for me that this chart shows the change in
annual billed volunme per account from 2018
t hrough 2022; is that right?

MR. JAGT: Correct, for residential.

MR. BALLENGER: Ckay.

MR. JAGT: 5/8-inch.

MR. BALLENGER: Right. So
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residential, 5/8-inch neters, yes. And there
Is a change of .1% from 2018 to 2019; is that
correct?

MR. JAGI: The annual change from
2018 to 2019 as it went from6.54 to 6.42 was
1.83%

MR. BALLENGER Ckay. So it's a
change of .1 MCFs per account; correct?

MR JAGI: Correct.

MR. BALLENGER  Ckay. And then from
2019 to 2020, this shows no change in annual
billed volune; is that correct?

MR. JAGI: Correct.

MR. BALLENGER Okay. And then from
fiscal 2020 to fiscal 2021, there's a change
of .02 MCFs per account, a very small change.
Do you agree?

MR. JAGT: A decrease.

MR BALLENGER: Yes.

MR JAGI: Correct.

MR. BALLENGER: And then finally,
from 2021 to 2022, there is a decrease of .11
MCFs per account; is that right?

MR. JAGI: Correct.

MR. BALLENGER: So given the
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necessity of water for life and for al

Phi | adel phi ans, woul d you agree that the
annual billed water volune per account wll
not decline to zero?

MR. JAGT: Likely not to decline to
zero, correct.

MR. BALLENGER And so at sone point,
could be during the rate period, it could be
before the rate period -- at sone point we
coul d reach the bottom and the m ninum | evel
of annual billed volune per account. Isn't
that right?

MR. JAGI: Correct.

MR. BALLENGER: Isn't it also
possi bl e that annual billed volunme per account
could go up?

MR. JAGT: It's an unlikely scenario
given the long-termtrend that we've been
seeing for an extended period of tine, that

consunpti on has been decreasing. You know,

and wwth it -- and this is an industry-w de
problem-- or not a problem but an -- you
know, it's a -- sonmething that all -- nost

utilities are experiencing, that with the

i ntroduction of water-saving fixtures, with

LEXI TAS
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1 wat er-saving utility -- appliances, the water

2 consunption is decreasing over tine.

3 MR, BALLENGER: But under the

4 scenario in which every residential custoner

5 has the nost efficient fixtures they can

6 afford, you woul d agree that usage woul d | evel

7 out; correct?

8 MR JAGT: Utimately. But we don't

9 know, you know -- the trend that's been going

10 on, we have not seen that bottom ng out at

11 this point, so...

12 MR. BALLENGER: So just focusing on

13 2022's volunmes and the departnent's use of

14 that | evel of annual billed volunme per account

15 for the rate period, do you have any evidence

16 beyond what's presented here to support the

17 annual billed volunme in fiscal years 2024 and

18 2025 will be the sane as the annual billed

19 vol unme for 20227

20 MR. JAGI: Oher than the trend that

21 we've seen that it's decreasing over tine,

22 it's nore likely to continue to decrease than

23 to |l evel out or increase.

24 MR. BALLENGER  And just agai n,

25 | ooking at sort of the rate of decrease
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bet ween 2021 and 2022, it's significantly
greater than between 2020 and 2021. Wuldn't
you agree?

MR JAGI: Correct.

MR. BALLENGER: So is it fair to sort
of assune that the departnent's basically
projecting sort of the | owest of the
i nformation available to it, the | owest annual
billed vol une per account that you have on
record?

MR. JAGI: Wthin the five years that
we' re show ng, yes.

MR, BALLENGER: Ckay.

MR. JAGT: But we can't -- you know,
on the other side, you cannot necessarily rely
on sal es increasing when, in the past five
years, we do not see any increase.

MR. BALLENGER: So let's take a | ook
at the chart bel ow on the sane page here. It
starts at line 21.

Do you agree that the billed vol une
per account for comercial custoners with
| arger than 5/8-inch neters has increased
annual |y over the year prior in two of the

three nost recent years?
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So fiscal '20 and fiscal 2022, both
of those years show an increase in usage,
don't they?

MR. JAGT: Yes. So there were two
occasi ons where annually it reflected an
i ncrease, in fiscal year 2020, and then again
in fiscal year 2022. But the general trend
bet ween 2018 and 2022 is decreasing.

MR. BALLENGER: And again, sort of
| ooking at this table, you know, just to
confirmfor the record that we're | ooking at
the sanme period of tine, both for the
residential and the comercial custoners;
correct?

MR. JAGT: Right, for commerci al
5/8-inch. O greater than 5/8-inch, sorry.

MR. BALLENGER Greater than
5/ 8-inch, yes.

MR. JAGT: Yeah.

MR. BALLENGER: So beyond sort of
| ooki ng at the past as precedent, do you have
any ot her evidence to support that the billed
vol unme per account will remain at the |evels
experienced in fiscal year 20227

MR JAGT: Correct. Oher than
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1 that -- the general observation that we're

2 seeing a general trend of a decrease, and it's

3 likely to continue with the decrease where

4 we' re assum ng that decrease continues from

3) this point.

6 And we al so have -- as we noted in

7 our testinony, we're losing a custoner in the

8 vicinity wwthin the rate period, so that is

9 also reflected in our projection. So we're

10 not | osing the custoner, we're seeing

11 a decrease --

12 MR. BALLENGER: You're | osing vol une.

13 MR. JAGI: Right, correct.

14 MR, BALLENGER: Correct.

15 So let's go back to the exhibit, the

16 hearing exhibit, please. And | want to talk a

17 little bit nore in-depth about fiscal year

18 2021's financial performance. |'msorry,

19 fiscal year 2022's financial perfornmance.

20 And on page 8 of the exhibit, |'ve

21 I ncl uded the cover page from PWD St at enent

22 No. 7A. And this was in the fiscal -- I'm

23 sorry, this was in the 2021 rate proceedi ng.

24 So just to identify the source of what's

25 com ng up next.
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Do you see that?

MR. JAGT: Yes, | do.

MR. BALLENGER: So | ooki ng at page 9,
the next page -- and just to confirm this
is -- on the preceding page it says it's dated
as of January 2021 and suppl enent ed
February 2021; correct?

MR. JAGT: That's correct.

MR. BALLENGER: So the follow ng
page, page 9, includes a portion of Table C1,
whi ch is the Revenue Requirenments Mode
| ncl udi ng Base and TAP-R Surcharge Rates.

And focusing on the colum for 2022,
at the tine this testinony submtted PWD
projected its total senior debt service
coverage would be 1.20 tines, isn't that
correct, as shown on |line 25?

MR. JAGT: Correct, that was the
basis of the financial plan to --

(crosstal k) --

MR. BALLENGER I n that proceeding.

MR. JAGI: -- coverage, that's
correct.

MR. BALLENGER: At the tine the

testinmony was filed, right?
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So on page 10, the foll ow ng page,
agai n focusing on fiscal year 2022, and |ine
41, the table, isn't it true that PWD
projected having a fiscal year 2022 Rate
Stabi lization Fund endi ng bal ance of j ust
under $109 mllion?

MR. JAGT: Correct. Under the
current assunptions and projections and
that --

MR. BALLENGER  -- (crosstalk) -- |
get it.

Let's turn to the next page. And
this is just the cover page for PWD Stat enent
3 in this special rate reconciliation
pr oceedi ng.

And can you confirmthat that's dated
as of February 20227

MR. JAGI: Correct.

MR. BALLENGER: So this is, nore or
| ess, a year later than the prior testinony
that we were just tal king about. R ght?

MR JAGI: Correct.

MR. BALLENGER: So the next two pages
are taken fromthe executive summary to the

financial plan report, which was Schedul e
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BV-4, attached to that testinony. And in
particular, do you see here the table
desi gnated Table ES-77?

MR. JAGT: Yes, | see it.

MR. BALLENGER  And again, focusing
on 2022, at the tine this testinony was
submtted, PWD projected its total senior debt
service coverage of 1.20 tines; correct?

MR JAGI: Correct.

MR. BALLENGER: And on the next page,
if we turn to page 13 of the exhibit, PW
proj ected having a fiscal year 2022 Rate
Stabilization Fund endi ng bal ance of just over
126 million at that tinme; is that correct?

MR. JAGT: That's correct.

MR. BALLENGER: And that's shown at
line 40, yes?

MR. JAGT: Yes, line 40.

MR. BALLENGER  Ckay. So now,
referring back to PWAD Statenent 2A

And | just want to confirm that
testinony is dated as of January 2023, so
anot her 11 nonths after the proceedi ng
testinony, special rate proceeding; is that

correct?
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MR. JAGI: Correct.

MR. BALLENGER: kay. So |'ve
included in the exhibit here a couple of pages
from Appendi x 2 to PWD Statenent 2A, the
fiscal year 2022 financial perfornmance
appendi x. And if you | ook at page 14, please.
Tell me when you're there.

MR. JAGT: W can see it.

MR. BALLENGER: Ckay. So this page
summari zes PWD's fiscal 2022 debt service and
capital funding; right?

MR JAGI: Correct.

MR. BALLENGER And | recogni ze these

are prelimnary final, and | just want to
confirmthat as of today, this is still the
best we have as far as actual results. Isn't

that correct?

MR. JAGT: That's correct.

MR. BALLENGER  Ckay.

MR. JAGT: The finals are avail abl e,
but the differences between the prelimnary
and the final wouldn't have, you know, varied
t hat service coverage, so...

MR. BALLENGER  Ckay. So here you

show PWD obtai ning fiscal year '22 senior debt
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1 service coverage of 1.29 tines. Isn't that
2 correct?
3 MR. JAGT: That's correct.
4 MR. BALLENGER: And PWD s senior --
5 total senior debt service coverage for fisca
6 2022 was approximately 180 mllion; is that
7 right?
8 More or | ess?
9 MR. JAGT: More or less, that's
10 correct.
11 MR. BALLENGER Ckay. So in round
12 nunbers, the additional coverage attained, the
13 .09 times coverage, represents approximtely
14 $16 mllion or so; is that right?
15 MR JAGI: In net revenue, correct.
16 MR. BALLENGER  Yes. Thank you. So
17 let's take a | ook at the next page. This is
18 page 15 of the exhibit.
19 And this page sunmarizes fiscal year
20 2022's Rate Stabilization Fund transfers as
21 well as its |iquidated encunbrances; is that
22 correct?
23 MR. JAGI: Correct.
24 MR. BALLENGER And | hope I'm
25 correct in my recollection. Do |iquidated
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1 encunbrances represent financial commtnents

2 that were canceled? |Is that right?

3 MR. JAGI: That's correct, as --

4 that's correct.

5 MR. DASENT: So showing 36.8 mllion

6 i n |liquidated encunbrances neans that

7 $36.8 mllion in spending did not occur; is

8 t hat correct?

9 MR. JAGT: | wouldn't express it as
10 spending. | would express it as the -- like
11 the authorizations to spend were reduced.

12 So. ..

13 MR. BALLENGER  Wul d you agree that

14 that represents a savings? Because those

15 commitnments did not require the fundi ng that

16 had been comm tted?

17 MR. JAGT: Yes, and it does add to

18 the net revenue, so yes.

19 MR. BALLENGER: That's the point I'm

20 getting at. Thank you.

21 And this page reports that instead of

22 a $1.36 mllion deposit, PW nmade a

23 $15 mllion deposit in the Rate Stabilization

24 Fund in fiscal 2022; correct?

25 MR. JAGT: Correct. In that year the
LEXI TAS
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departnent had sone contracts that were not,
you know, executed, and spending did not start
earlier in the year, that it resulted in sone
carryforward.

In addition, the departnent nade a

deci sion to put nore noney into the capital

funding --

MR. BALLENGER: We're going to get
there. |'mactually going to get there with
you, if you'll just hang on one second. Let's

just take a | ook at the next page because |
just want to wap up sort of where we | anded
in fiscal year 2022.

So on page 16, this page shows your
total cash reserves. And correct nme if I'm
wrong, but it shows that the departnent ended
fiscal year 2022 approximately 14 mllion
hi gher than its projections and $5 mllion
hi gher than its performance target; is that
correct?

MR. JAGI: Yeah, considering the
total cash reserves.

MR. BALLENGER: Yeabh.

MR. JAGI: Correct.

MR. BALLENGER So to summarize, for
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fiscal 2022, you outperforned your
proj ections; right?

MR JAGI: Correct.

MR. BALLENGER  You had hi gher
revenues, | ower expenses, and additional cash
fromgreater |levels of |iquidated
encunbr ances; right?

MR JAGI: Correct.

MR. BALLENGER: And just to sort of
under stand how t hat played out, because of
that better perfornmance, PWD nade sone
deci sions on what to do with those additi onal
net revenues, and PWD chose to direct nore to
capital. That's what resulted in their
I ncreased depi ction of debt service coverage;
isn't that right?

MR. JAGI: Correct. To provide cash
fundi ng for PennVest.

MR. BALLENGER Right. And PWD al so
chose to direct sone of the outperformance to
its reserves, resulting in a higher Rate
Stabi lization Fund bal ance; correct?

MR JAGI: Correct.

MR. BALLENGER So if, during the

rate period, in fiscal 2024 or fiscal 2025,
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PWD out perfornmed, it would have the choi ce of
how to utilize that outperformance. Isn't
that right?

MR. JAGI: Not always have the
choi ce. Sonetines outperfornmance, such as
TAP-R, you need to have the noney in the Rate
Stabilization to offset the credits that the
departnment then subsequently provides.

MR. BALLENGER: Ckay. That's a
hel pf ul nuance.

So in the event that that scenario
didn't occur and PWD had extra net revenues,
it could choose to direct sone toward capital,
and that would increase the depiction of
coverage during the rate period. |Isn't that
right?

MR JAGI: Correct.

MR. BALLENGER: And it could al so
direct sone of that outperformance to its
reserves, the sane as it did in fiscal 2022;
correct?

MR JAGI: Correct.

MR. BALLENGER: So just to be
absolutely clear, then, if the Board used its

rate nodel and showed PWD obt ai ni ng seni or
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debt service coverage of 1.20 tines, that
woul d not prevent PWD from obtai ni ng hi gher
coverage in the event of outperformance.
Isn't that right?

MR. JAGT: Wbuld not prevent the
departnment fromrealizing it in performng, if
the departnent continues to be fortunate
enough to outperform which is not 100%

Al so, it does send a clear nessage that the
departnent is planning based on 1.20, which is
the mninmum and it does send a nessage to the
rati ng agenci es.

MR. BALLENGER: But it's the Board
t hat nmakes the decision, just to be clear;
correct? |It's the Board that would be setting
the coverage level using its publicly
avail able nodel. Isn't that right?

MR. JAGT: Correct, but it's still
ultimately what's out there, what the planning
I'S.

MR. BALLENGER | realize that. |
realize that.

| just nmean to say that regardl ess of
what | evel of total senior debt service

coverage is depicted, in operation, it may not
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pl ay out exactly as depicted in the revenue
requi rements nodel approved by the Board in
this proceeding. Isn't that right?

At the end of the day, it depends on
your actual net revenues. |Isn't that right?

MR. JAGT: That's correct.

MR, BALLENGER: Okay.

MR. JAGT: But the departnent does
comruni cate, you know, the -- that information
Is publicly available. The rating agencies
are aware. You know, the next tine a bond
feasibility study is done, it will reflect the
basis of the adopted rates and report on that.
The information will show that the planning
behi nd the projected rates will be, you know,
t he m ni num coverage targets.

MR. BALLENGER: Yeah, hypotheti cal,
which is sinply -- that's all it was,

M. Jagt, a hypothetical. But | think it's
al so, to the point you raise, that, yes, the
rating agencies will see all of these
decisions, and in fact, they just saw the
one -- or they saw the ones that we just went
t hrough, where the Water Departnent depicted

its coverage at 1.2 tinmes over two successive
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1 rate proceedings, and it still attained 1.29,

2 correct? So they sawthat as well. Isn't

3 that in the public record?

4 MR JAGT: Yes.

5 MR. BALLENGER Okay. Let's turn

6 to -- I'dlike to turn to your direct

7 testinmony, PWD Statenent 7, and focus a little

8 bit on the Capital Inprovenent Plan. Just |et

9 me know when you have that in front of you,

10 and |'mgoing to start at page 26.

11 MR. DASENT: G ve nme a mnute,

12 pl ease, Rob.

13 MR. BALLENGER: No problem

14 HEARI NG OFFI CER CHESTNUT: It was

15 page 7 -- I'msorry, Statenent 7, page 267

16 MR. BALLENGER  Yes, Judge.

17 MR. JAGI: So at page 26 of the PDF

18 or --

19 MR. BALLENGER: Yes. | think we're

20 | ucky that they're the same. Page 26 of the

21 PDF is al so nunbered page 26.

22 MR JAGT: Al right.

23 MR. BALLENGER: Ckay. So starting at

24 the top of the page, you state: The Water

25 Departnent's ClI P budget is appropriation
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based. Correct?

MR. JAGT: That's correct.

MR. BALLENGER: And you go on to
state that: The fiscal year 2023 CI P costs
reflect the Water Departnent's adopted fi scal
2023 budget appropriation. And the fiscal
year 2024 CIP costs reflect the proposed
fiscal year 2024 budget appropriation.

Is that correct?

MR. JAGT: That's correct.

MR BALLENGER: I n contrast, you

state that the figures for fiscal year 2025 to

fiscal year 2028 reflect the Water
Departnment's submtted capital program and do
not include any allowance for inflation.
Correct?

MR. JAGI: That's correct. They're
i ncluded in the '24 proposed budget which are
presented in '24 dollars.

MR. BALLENGER Okay. And isn't it
true that those anmobunts are not fornmally
adopt ed budget anounts?

MR. JAGT: That's correct.

MR. BALLENGER So city council has

not approved those anounts for fiscal 2025
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t hrough fiscal 2028; correct?

MR JAGI: Correct.

MR. BALLENGER  So gi ven those
anounts are not formally adopted, does that
mean they may change and fiscal year 2025's
CIP could be different than what is shown here
in the capital progranf

MR. JAGT: It's likely to increase,
correct.

MR. BALLENGER So at this point, we
don't know the final budget figures for fiscal
year 2025; correct?

MR. JAGI: Correct.

MR. BALLENGER: And when the
departnent prepares these -- the submtted
capital program anounts for years that may be
two or nore years in the future, wouldn't it
be prudent to make an al |l owance for future
changes in prices?

MR. JAGT: |If the basis of the budget
iIs the '24 dollars, it wouldn't.

MR. BALLENGER: So the submtted
capital programfor fiscal year 2025 doesn't
contain any provisions for future capital

pricing changes?
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MR. JAGI: M understanding is that
it's presented in '24 dollars and does not.
MR. BALLENGER: |Is that a shared

under st andi ng anong the w tnesses, just to be

cl ear?
MR HOVSEPI AN:  Yes.
MR. BALLENGER  Ckay. W0 was that?
MR. HOVSEPI AN My nane is Vahe
Hovsepian. |'mfromthe Phil adel phia Wter

Departnent, the capital programdirector.

MR. BALLENGER: Thank you,

M . Hovsepi an. Appreciate that.

What is the purpose of submtting the
capital program anounts if they're not part of
the approved budget? Is it sinply a
requi renment ?

MR. JAGI: So while there's -- it is

required by the City, but it also is good

pl anning. | nmean, CIP does reflect a
| onger-terminvestnent. It is a l|larger
investnment. It should be -- you know, the

departnent is continually relooking at the CIP
pl an and devel oping and refining it as -- you
know, each year as it updates the budget.

MR. BALLENGER: So woul d you agree
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that when the Water Departnent submits its
capital program anounts, it's representing to
city council amounts that it believes are
reasonably anticipated for those future years?

MR. JAGT: In the 2024 dollars,
correct. It still does not reflect any
adj ustnent for inflation.

This is an adjustnment that we've done
for I don't know how many rate cases in the
past. It's consistent with what we've been
doing. It reflects the fact that the planning
only includes the 2024 or that |evel of
dollars at that tinme, and requires an
adj ust nent goi ng forward.

MR. BALLENGER: And so for purposes
of presenting to city council the capital
program costs, you provide those in 2024
dollars, and then in the rate proceeding,

I nstead of using those anounts submtted, you
escal ate them for purposes of ratenmaking; is
that correct?

MR. JAGI: Correct, consistent with
prior rate cases. Any year projected or
beyond the current base year is inflated to

reflect as inflation.
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1 MR. BALLENGER: | wonder if we could

2 pivot and talk a little about debt and sone of

3 the things that have been reported publicly.

4 |"'msure you'll be famliar with them

5 Earlier this year, it was announced

6 that the Gty of Philadel phia would receive

7 $500 million fromthe -- in funding fromthe

8 Federal Governnment for water infrastructure.

9 Isn't that correct?

10 MR. JAGT: That's correct.

11 MR. BALLENGER: And it's broken up

12 bet ween $160 million used to hel p upgrade

13 water facilities and 340 mllion for the Gty

14 to upgrade its water system is that correct?

15 MR. JAGT: And to clarify, these are

16 | oans.

17 MR BALLENGER: Yes.

18 MR JAGI: And they're |like | ow

19 interest loan -- they take the formof |ow

20 I nterest | oans.

21 MR. BALLENGER: Right.

22 MR. JAGT: Correct.

23 MR. BALLENGER: Are there any

24 financing costs in the form of interest

25 associ ated with that funding?
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MR. JAGT: So there are issuance
costs and finance costs associated with both.
The departnent experiences costs to obtain the
| oans and there's also interest on the | oans
t hensel ves.

MR. BALLENGER And what are the
interest rates on that funding?

MR. JAGT: So the PennVest ranges
between 1, 1%%4 subject to check, and I would
have to check the PennVest -- or the...

LAWRENCE YANGALAY: This is Lawence
Yangal ay.

MR. BALLENGER  Good nor ni ng.

MR. YANGALAY: Good norning. And |I'm
the deputy conm ssioner for finance, PWD. M.
Jagt is correct, the PennVest ranges from 1%
to 1.5% WFIA is around 3.56%

MR. BALLENGER: And of the two, is
one of themthe 160 PennVest and the 340
WFIA? |Is that correct?

MR. JAGI: That is correct.

MR. BALLENGER: Ckay. So the |arger
chunk has a higher interest rate on it?

MR JAGT: Yes.

MR. BALLENGER: Thank you.
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When does PWD intend to issue general
obl i gati on bonds, the next issuance?

MR. JAGT: Never. The PWD does not
I ssue general obligation bonds.

MR BALLENGER: |'m sorry, correct.
Water and wastewater revenue bonds.

MR JAGI: Al right. The next -- we
are -- there is a forecast to issue revenue
bonds in fiscal year 2024, so it would be
early in fiscal year 2024 at this point. They
are in planning.

MR. BALLENGER: Do you still have
your rebuttal statenent in front of you, or
cl ose enough?

MR JAGI: Yes.

MR. BALLENGER: Ckay. |1'd like to
take a | ook at page 18, please, under the
headi ng of Debt Servi ce.

And |'m | ooking at --

HEARI NG OFFI CER CHESTNUT: |'m sorry,
what was that reference?

MR. BALLENGER  Yes, PWD Rebutt al
St atenent 1.

HEARI NG OFFI CER CHESTNUT:  Ckay.

MR. BALLENGER: At page 18.
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And -- are you there, M. Jagt?

MR JAGI: Correct.

MR. BALLENGER  Thank you.

So on this page, you state that
muni ci pal market data on TMB have risen from
1.8%to 3.97%

Can you explain what TM3 is?

MR. JAGI: Ckay. |'mgoing to defer
to either Pete N ssen or Charles Mtthews, who
are the public financial advisors for the
Cty.

MR. NI SSEN: Yes, this is Peter
Ni ssen with Acacia Financial, one of the
financial advisors to the Cty. TM3 is a
subscription service fromwhich various data
can be extracted. The specific data here that
Is referenced is known as -- colloquially
known by its acronym MVD, which neans
muni ci pal market data.

It is a release provided each day
that gives an indicative val ue of tax-exenpt
rates as of the close of business the prior
day for maturities between one and 30 years.
It is traditionally provided as a AAA rate,

but they al so do provide indicative rates for
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| ower qualities, neaning AA and single A type
ratings as well, which are, in every case,
always a little bit nore than the AAA rate.

MR. BALLENGER: And those are the
ranges you're reporting here are A rated;
you're not reporting the AAA rated rate?

MR NISSEN. In this case, they are
A-rated rates, yes, as reported by MVD
avai |l abl e on TM3.

MR. BALLENGER: And is PW A rated or
is it AArated currently?

MR NISSEN. It is rated A+ or Al.
Each rating other than AAA rating carries with
it three subdesignations, Al, A2, A3, for
exanple, or A+, A A-, by the respective
rati ng agenci es.

MR. BALLENGER: So is it fair to say
that if PWD was issuing bonds during the
period that's described here, January 2022
through April 2023, that its interest rates
would likely fall sonewhere in that range?

MR. NI SSEN:.  Yes.

MR. BALLENGER: And during this
proceedi ng, what interest rate is PWD

projecting for its future bond issuance?
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1 MR. NISSEN. | believe for the FY '24

2 borrowi ng, the projected interest rate is

3 5.5%

4 MR. BALLENGER  Sorry, | saw in the

5 news this norning that the fed is projected to

6 potentially increase rates again.

7 Wul d you agree that an increase in

8 interest rates is related to the Federal

9 Reserve increase as an effort to control

10 i nflation?

11 MR. NI SSEN. The nonetary policy

12 effected by the Federal Reserve with respect

13 to novenents in the Federal Funds Rate is a

14 very short-termrate, and yes, it is a tool

15 that they apply for the purposes of mnim zing

16 i nflation.

17 It is not an absolute correlation

18 that their novenent in short-termtaxable

19 rates will transfer to | ong-term nuni ci pal

20 rates.

21 MR. BALLENGER [I'mgoing to -- we're

22 going to spend a little nore tine on

23 inflation, so | hope, M. Nissen, if you're

24 able to take a | ook at sonme of the exhibit

25 with me. And I'min the exhibit at page 17.
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1 Do you have that in front of you?

2 MR. NISSEN. This is PWD Statenent

3 1R, page 177

4 MR. BALLENGER No, I'msorry, this

5 Is the hearing exhibit that | distributed

6 yest er day.

7 MR. NI SSEN. OCh, gotcha. Ckay.

8 MR. BALLENGER: Yeah, page 17.

9 And | don't know if this actually is

10 for you, M. Nissen, but it's inflation

11 related. |f soneone else is nore appropriate

12 to speak to this, that's fine.

13 MR. DASENT: It wll be M. Jagt.

14 MR. BALLENGER: M. Jagt, then?

15 Ckay. Fair enough. So many experts, | don't

16 know who to ask

17 So on page 17, this table shows the

18 12- nont h percentage change in PPl commodity

19 data specifically for chemcals and allied

20 products. Isn't that correct?

21 MR. JAGTI: That's correct, it

22 refl ects the annual change in the PPl index

23 for chemcals, right.

24 MR. BALLENGER And if you | ook at

25 the table here, you can see -- and |I' m | ooki ng
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specifically at October 2021.

Do you agree that the chem cal PP
val ue's annual change for the 12 nonths endi ng
Oct ober '21 was 46. 2%

MR, JAGI: Correct.

MR. BALLENGER: And then if we just
go down one row, do you agree that the PPI
val ue annual change for the 12 nonths endi ng
Cctober '22 was 2. 7%

MR. JAGI: Correct.

MR. BALLENGER: And do you al so agree
that since that time, since Cctober 2022, the
chem cal PPI's annual change val ue has
continued to decline sharply with the nost
recent 12 nonths endi ng March 2023 show ng a
negative 7.6% inflation?

MR. JAGT: That's right. So the
Producer Price Index is show ng a decrease,
whi ch producers, you know, have the option of
realizing profit or, you know, providing that
reduction to costs through their custoners or
not .

And this is only one factor involved
in delivering chem cals.

MR. BALLENGER Okay. But this is an
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i ndex of inflation as a neasure of the cost of
chem cal s; correct? Over tine?

MR. JAGT: To producers of chem cals,
yes.

MR. BALLENGER And so if we were to
utilize this index to say this is how nmuch our
chem cal costs are going to be, and we started
wi th October 2021's nunber, 46.2% woul d that
be a fair indication of what the 12-nonth
change woul d be in March 2023, what the
inflation rate woul d be?

MR JAGI: Can you repeat your
guesti on?

MR BALLENGER:  Sure.

Wuld it be fair to say that past PPI
annual change val ue for 2021, neaning the
46. 2% provides no indication of the current
PPl 12-nonth change which is nost recently
reported at negative 7.6%

MR. JAGT: And each reflects the, you
know, current -- the annual 12 nonths' change
at the time and the current market conditions.

MR. BALLENGER But again, the rate
of inflation as seen in Cctober of 2021 gives

no i ndication of what the rate would be in
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March of 2023. Sonme 50% di fference; correct?

MR JAGI: | nean, correct. | nean,
yeah, there's --

MR. BALLENGER: All right.

MR. JAGT: Each reflects the market
conditions at their tine, so --

MR. BALLENGER: Right.

MR, JAGI: -- correct.

MR. BALLENGER: Thank you.

Let's go to page 18, the next page in
the exhibit. And this page shows the 12-nonth
percent change in the CPlI-U, Consuner Price
| ndex, in the Philadel phia region, nbst
recently ending with February 2023. Isn't
that correct?

MR. JAGT: That's correct.

MR. BALLENGER: And if you'll | ook
wth nme at the row for 2022 as it goes across
and we see February reported 7.3% change,

April reported 8.4% change, so on and so forth
across the row. Wuld you agree that those
annual change val ues were abnormally high
conpared to prior years?

MR. JAGI: And they're higher

reflecting the higher inflation of the
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1 current -- the then econony, yes.

2 MR. BALLENGER: Right. But they're

3 significantly higher than virtually every year

4 reported, aren't they?

5 MR. JAGT: Wthin the ten years we've

6 | ooked at here.

7 MR. BALLENGER: Yeah, within the --

8 yes. |I'mnot asking you to go beyond the --

9 what's shown here, but yes, within the ten

10 years, they are significantly higher; correct?

11 MR, JAGI: Correct.

12 MR. BALLENGER: So if we |ook at, for

13 an exanpl e here, February 2021 shows an annual

14 change of 1%

15 Do you agree that that 1% change,

16 relying upon that 1% change woul d have been

17 unhel pful in predicting the annual change of

18 7.3% that was experienced in February 20227

19 MR. DASENT: | don't understand that

20 question, M. Ballenger. Could you repeat it

21 for me? |'msorry.

22 MR BALLENGER: Sure.

23 So if one were to rely upon the

24 annual change of 1% in fiscal 2021, woul d that

25 have been hel pful in predicting what actual
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inflation was experienced in February 20227

It would have been pretty inaccurate,
in other words, M. Jagt. AmI| correct?

Rel ying on a past inflation neasure woul d have
been pretty inaccurate if you used February of
2021 to predict for February of 2022.

Do you agree with that?

MR. JAGI: G ven the econom ¢ changes
at the tine, yeah. | nean, | wouldn't have
anticipated that, so...

MR. BALLENGER: So just | ooking
forward, would it be fair to say that these
past -- the past neasures in the CPl nmay have

little to no bearing upon what inflation wl|l

be?

MR. JAGT: In certain econonic
condi tions, that would be the case. | nean,
there's -- it is a general practice that's

recogni zed and accepted, but in certain
econom ¢ conditions, it's -- you're -- you
know, it's an estimte, not always going to be
an actual -- it's not going to consistently
show it.

MR. BALLENGCER Let's nobve on to

page 19. And this is the | ast page of the
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exhi bit here.

And this is just taken fromthe
Federal Reserve's website. [It's a response to
a frequently asked question. How does the
Federal Reserve affect inflation and
enpl oynent ?

And if you would just take a couple
of mnutes to read the five paragraphs there,
|"d Iike to ask just a couple of questions,
and then I'mgoing to turn it over to whoever
I S next.

[ Docunent review. ]

MR. DASENT: Wiile M. Jagt is
reviewing this part of the hearing exhibit,
M. Ballenger, could you tell us, you know,
where it canme fronf

MR. BALLENGER: It actually says on
the bottomleft corner, there's the URL. So
It would be
https://ww. f ederal reserve. gov/ faqg/
noney 12856. ht m

MR. DASENT: And the date of this
particul ar docunent? | haven't seen it
bef ore.

MR. BALLENGER: The date of retrieval

LEXI TAS
215-504- 4622




Water, Sewer, and Storm Water Rate Board

5/ 3/ 2023

50

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

is marked in the top left corner at 5/2/2023
at 10:16 a.m The date of the actual FAQ it
i ndicates it was | ast updated August 27, 2020.

MR. DASENT: Ckay.

M. Jagt, can | ask you just -- |
have three questi ons.

MR. JAGI: Sure. And just -- yeah, a
rem nder, it --

MR. BALLENGER: | know this isn't
your wor k product, so these are fairly general
questi ons, okay?

Do you agree with the Federal Reserve
that nonetary policy is one of the drivers of
I nflation?

MR. JAGT: It's one of the tools that
they use to try and inpact inflation, | would
say.

MR. BALLENGER: Do you agree that if
monetary policy is being designed to decrease
inflation it provides sone insight into the
future novenent of inflation?

MR, JAGI: It's the hopes of that --
the Treasury that in response to their
adjusting interest rates that the intent is to

I nprove econom ¢ conditions and | essen
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1 inflation. It's all speculative.

2 MR. BALLENGER: But ot herw se, why do

3 it, right? | mean, why go through the

4 exercise if that's not the intention.

5 MR. JAGT: Correct. But, you know,

6 even as it says in the |ast paragraph,

7 there's, you know -- while |inkages from

8 nmonetary policy to both inflation and

9 enpl oynent are not direct or imrediate,

10 nmonetary policy is a factor, an inportant

11 factor. But there are other factors. So...

12 MR. BALLENGER: Okay. But just to be

13 clear, at |east --

14 MR. JAGT: | nean, when you think

15 about it, in addition -- you know, there are

16 downsi des of sone of this too, and, you know,

17 it could have sonme ot her econom c inpacts

18 that, |ike we are seeing sone banks havi ng

19 I ssues with having interest rates |ocked in

20 and, you know, so they could have subsequent

21 factors that -- unintended, that they will not

22 realize their desired inpacts on inflation.

23 MR. BALLENGER | get the point of

24 all of this, if I could, is just that there

25 are past neasures of inflation that we could
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| ook to, but according to this, there's --
there are things happeni ng and the Federal
Reserve is doing things to try to inpact
inflation going forward. 1Isn't that correct?

MR. JAGT: Yeah, on a specul ative
basis, correct.

MR. BALLENGER  Ckay. Well, | nean,
again, the past -- the past neasures, as we
just discussed, are not necessarily indicative
of future inflations or the past inflation
rates are not indicative of future inflation
rates, but there are also actions being taken
to affect future inflation rates, right? And
that's the point of all of this discussion.

MR JAGT: NMm hmm

MR. BALLENGER: Coul dn't both be
specul ative, the past -- reliance upon the

past neasures or reliance upon nonetary

policy?
MR. JAGT: Right.
MR. BALLENGER: Ckay. It's --
MR. DASENT: Has he finished his
response?

MR. BALLENGER | thought so.

t hought | heard a grunbling response. |

LEXI TAS
215-504- 4622




Water, Sewer, and Storm Water Rate Board 53

5/ 3/ 2023

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

wasn't sure what the word was.

MR. JAGT: | nean, that -- they're --
both are not forecasts, so neither -- both are
specul ative, sort of.

MR. BALLENGER  Okay. Fair enough.

And nercifully, | have kept it short.
| said that | would try to keep it short. |I'm
at one hour and like two m nutes, so just
barely into the E category for the matri x.

But that's it for ny cross. And | wll open
it up for others now, and | want to thank the
W t nesses very mnuch.

MR. DASENT: |If Your Honor please, if
you would like redirect for this segnent of
cross, we would request a brief recess before
t hat happens. And then we could proceed with
t he ot hers.

HEARI NG OFFI CER CHESTNUT: Well, no,
| think it would nmake nore sense to see if
anyone has nore cross for these panels,
because M. Haver did indicate he did have
CroSS.

MR, DASENT: Okay.

HEARI NG OFFI CER CHESTNUT: M. Haver,

do you have cross for these fol ks?
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1 MR. HAVER | do, but | have no

2 probl em gi vi ng people a 15-m nute break and

3 then com ng back at --

4 HEARI NG OFFI CER CHESTNUT: |'d rather

3) we go ahead now. | nean, if we have

6 15 mnutes, | think we should just go ahead

7 and get that done.

8 MR. HAVER  No, no, | have an hour.

9 HEARI NG OFFI CER CHESTNUT: Onh, an

10 hour .

11 MR. HAVER | have an hour of cross,

12 yes. | was just trying to be polite to the

13 W t nesses. Maybe they need a confort break.

14 HEARI NG OFFI CER CHESTNUT: Wel |,

15 think we can just go ahead. | nean, |I'ma

16 pretty well-hydrated 70-year-old wonman, and |

17 think I''m okay. So hopefully everybody el se

18 IS too.

19 But if anybody needs a break, raise

20 your hand, and that's fine. But | don't want

21 to interrupt any cross, so if soneone needs --

22 thinks it's a good idea to take a break now,

23 t hat' s okay.

24 MR. HAVER W have the court

25 reporter requesting a break.
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1 THE REPORTER. | would | ove a quick

2 br eak.

3 HEARI NG OFFI CER CHESTNUT: kay.

4 That's fine then. Sure, let's take a 10-,

3) 15- m nut e break.

6 (Recess taken, 10:08 a.m to

7 10: 24 a.m EDT)

8 HEARI NG OFFI CER CHESTNUT: Let's go

9 back on the record. W took a break, and now,

10 M. Haver.

11 CRGOSS- EXAM NATI ON BY MR, HAVER

12 MR. HAVER  Yes, thank you.

13 " mnot going to address ny questions

14 to any one of the w tnesses. Wi chever

15 Wi tness is the nost appropriate, | would ask

16 that they answer, with the exception of a few

17 guesti ons.

18 First, have any of the current

19 W t nesses or people fromthe Water Depart nent

20 wor ked for the Phil adel phia Water Depart nent

21 when Conm ssioner McCarty, the Rate Board

22 nmenber, Debra McCarty, was the water

23 comm ssi oner ?

24 Didn't Black & Veatch serve as the --

25 Ms. McCarty's consultants and experts during
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ot her rate cases?

MR. JAGT: Black & Veatch was --
that's part of the rate cases during --

MR. HAVER  So, again, could you
pl ease put your name on the record for the
court reporter. Wo worked for her when she
was a conmm ssi oner?

HEARI NG OFFI CER CHESTNUT:  You j ust
said Black & Veatch did.

MR. JAGT: Black & Veatch.

HEARI NG OFFI CER CHESTNUT: But there
wer e ot her people who raised their hands.

MR. NISSEN: This is Pete Nissen with
Acaci a Financial. W have served as financi al
advisor to the Water Departnent during the
peri od when Ms. McCarty was comm SSi oner.

MR. HAVER | saw sone ot her
enpl oyees fromthe Water Departnent raise

t hei r hands.

MR. DASENT: | see Vahe, and |
bel i eve he raised his hand. | can get you the
spelling of his last nane. |'msorry, Vahe.

MR. HOVSEPI AN: Yes, Vahe, V-A-H E
That's the first nane. Last nane,

HOV-SEP-I-AN
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1 But just for clarification, when

2 Commi ssioner McCarty was the conm ssioner, |

3 was in the design unit, not in the projects

4 control or capital unit.

5 MR. FURTEK: This is Steve Furtek. |

6 al so worked under Ms. MCarty.

7 MR. YANGALAY: Law ence Yangal ay. |

8 al so wor ked under Conmm ssioner MCarty.

9 M5. KRAMER: Linda Kraner. | also

10 wor ked under -- for PWD when

11 Commi ssioner McCarty was there.

12 MR. REILLY: Brendan Reilly, | worked

13 under Conmi ssioner MCarty.

14 MR. MATTHEWS: This is Chuck Matthews

15 at PFM We were likely one of the financial

16 advisors to the Water Departnent at that tine.

17 MR. JEWELL: Ben Jewell, Phil adel phia

18 Water. | al so worked under

19 Comm ssi oner McCarty.

20 MR. HAVER  Thank you.

21 Have any of the consultants serving

22 here today worked for the State Consuner

23 Advocat e, Pennsyl vania state?

24 MR. DASENT: (Objection. This is

25 beyond the scope of their testinony. | was
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trying to be patient because it was focused on
t he Phil adel phia Water Departnent, but
certainly working for other entities is

nei ther here nor there.

HEARI NG OFFI CER CHESTNUT:  Yeah, |
don't see any point of asking --

MR. HAVER  Well, M. Popowsky, who
Is on the Water Rate Board, will be judging
the deci sion based, at least in part, on his
beli ef of which experts are giving the best
information. So | amjust exploring whether
he hired any of these firns or any of these
firms worked for him

HEARI NG OFFI CER CHESTNUT: | think
that's ridicul ous, but if sonebody wants to
answer it, go ahead.

I f anybody -- if any of these firns
wor ked for the ECA when M. Popowsky was
consuner advocate, if they can say so, yes.
If not, let's nove on.

Ckay. | guess nobody's answering, SO
go ahead, M. Haver.

MR. HAVER  \Wiat inflation rate is
t he Phil adel phia Water Departnment predicting

for fiscal year 2024 and for fiscal year 20257
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MR. DASENT: Can you focus that
gquestion in a specific area, M. Haver? |
mean, are you tal king about chem cals or
sonet hi ng el se?

MR. HAVER  The general inflation
rate in the United States and in Phil adel phi a.

MR. JAGI: Sorry, if Brian or Ann has
t hat of f hand - -

MR. MERRI TT: Yeah, we used a nunber
of escalation factors. It depends on the
category of the expense. Wth respect to what
do we use for CPlI, for which categories that
applied to in our analysis, such as services,
we used the 12-nmonth CPI for Phil adel phia. |
believe that was as of -- was it Novenber of
2022? And on a 12-nonth basis, that was 7. 7%

And that's just for the, you know,
cost areas where we applied CPls and
escal ati on factors.

MR. HAVER  How does that --

Thank you. How does that conpare to
the size of the requested rate increase?

MR. MERRITT: Wth respect to revenue
adj ust nent s?

VMR. HAVER: Yes.
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Go ahead, Dave.

MR. JAGT: Since the &M is only one
of the revenue requirenents, and the 7.7%is a
contributing factor, but it is, you know, |ess
t han what the overall revenue increases are,
So there are other factors driving it as well.

MR. HAVER Wuld it be fair to say
it's one-third of the requested rate increase?

MR. JAGT: |If you're conparing to the
cumul ative 20% it would be better to | ook at
7% per year, which woul d have nmade up
sonething closer to 14 of the 20% so..

Then again, that's -- this is only
one area of inflation. There -- you know,
there are higher adjustnents to chemicals,
and, you know, other -- the energy cost
factors that are involved, plus the increasing
debt service. So there are a nunber of other
factors consi dered.

MR. HAVER  What popul ati on growth
are you estimating for Phil adel phia during
fiscal year '24 and '25?

MR. JAGT: So we're not -- we don't
do a projection based on population. W do an

escal ati on of the custoner accounts. And we
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1 are assumng -- you know, our report reflects

2 the fact that we are assuming sonme growth in

3 some costs -- or customer classes, but | do

4 bel i eve the accounts -- subject to check, |

5 nmean, it's -- we've been experiencing |like the

6 average growh at like .5% per year overall in

7 accounts.

8 MR. HAVER So you don't have a

9 proj ection of population growh in the city of

10 Phi | adel phia for fiscal year '24, '25?

11 MR. JAGT: The account base and the

12 revenue basis woul d be an account basis and

13 not a popul ation basis, so we did not |ook at

14 that particul ar aspect.

15 MR. HAVER  During the Water

16 Comm ssioner's testinony before the city

17 council, he said that PW was neeting wth

18 PennVest in the next few weeks to allow PW to

19 receive grants as well as lowcost loans; is

20 that correct?

21 MR, JAGI: Ws -- that's the -- okay,

22 can you repeat your question, so | can hear

23 t he source again?

24 MR. HAVER  So the Water Conm ssioner

25 appeared before Philadel phia Cty Council. In
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his testinony, during his testinony, anong

ot her things, he said that the Phil adel phia
Wat er Departnent was neeting with PennVest in
the next few weeks to allow the Water
Departnment to receive grants as well as

| ow-cost | oans; is that correct?

MR. DASENT: |If M. Jagt is aware of
that, having either been at the hearing or
read the transcript, he can answer.

O herwse, it would be directed to anot her
Wi t ness.

MR. JAGT: | was going to say, for
the Financial Panel testinony, this is beyond
our testinony in the scope, but, | nean,

Lawr ence may be aware and m ght be able to
provi de --

MR. YANGALAY: Yes, this is Law ence
Yangal ay. Yes, during the council hearing,
the conmm ssioner stated that we woul d be
meeting with PennVest to explore an
opportunity to get grants. Currently, PWD
does not qualify for grants under the PennVest
regul ati ons, so we have arranged a neeting to
see how we can be able to access grant

f undi ng.
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MR. HAVER Did the conm ssioner
express optimsmas a result of that neeting,
t hat he believed that PW would be able to
receive the grants?

MR. DASENT: (Objection, specul ation
as to what the comm ssioner is feeling on that
particul ar subject.

HEARI NG OFFI CER CHESTNUT: Yeah, | --
| don't -- if you can answer it, okay.

MR. DASENT: Ckay.

MR. YANGALAY: | wouldn't say we have
nmet with PennVest before, and the prospect was
not very prom sing.

MR. HAVER  So again, ny question
was, in the comm ssioner's direct testinony
before city -- before Philadel phia Gty
Council, did he express optimsmthat as a
result of this neeting the Philadel phia Water
Department woul d be able to receive grants?

HEARI NG OFFI CER CHESTNUT:  No, |
think his statenent woul d have to speak for
hinmself. M. Yangalay can't talk to that.

MR. HAVER | asked for the testinony
to be made available. It was not. And

Your Honor said because it was not tinely made
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1 avail able, | would have sone latitude in

2 aski ng questi ons.

3 HEARI NG OFFI CER CHESTNUT: But it can

4 be made available. | nean, can it,

3) M. Dasent?

6 MR. DASENT: | accessed the testinony

7 online and listened to the budget testinony.

8 But that's as far as | could get, M. Haver.

9 And certain questions that you may have | ater
10 may nore directly inpact who was responsible
11 to getting back to the city council with
12 respect to certain questions.

13 But we can get to that when we arrive
14 at that particular question. But M. Yangal ay
15 can only say what he knows.

16 MR. HAVER He was at the hearing.

17 MR. DASENT: Ckay.

18 MR. HAVER He can say what he heard.
19 HEARI NG OFFI CER CHESTNUT: He can say
20 what he heard, but he can't tal k about M. --
21 the water comm ssioner's feelings.

22 MR HAVER Right. I|'masking if the
23 wat er conm ssi oner said that he was

24 optimstic.

25 HEARI NG OFFI CER CHESTNUT: (kay.

LEXI TAS
215-504- 4622




Water, Sewer, and Storm Water Rate Board 65

5/ 3/ 2023
1 MR. YANGALAY: | did not hear that.
2 MR. HAVER Ckay. |[If the water
3 conmm ssioner is successful at getting PennVest
4 to nake grants to the Phil adel phia Water
5 Departnment, what effect would that have on the
6 rate requests?
7 MR. JAGI: | can speak to that. |
8 nmean, the likely timng of that would be that
9 it would take -- the tinme frame to discuss it
10 and introduce it with PennVest, because under
11 the current rules of PennVest and our current
12 | evel of rates, we do not qualify for grants.
13 So they -- it would take tinme with
14 the discussions with them By the tine they
15 change the basis of their, you know, their
16 approval -- award of grants, PWD goes through
17 the application process, review, approval.
18 W're not likely to see that increase -- or,
19 you know, any benefits fromthat in the rate
20 period we're | ooking at. For '24 or '25.
21 Especially since it's capital.
22 MR. HAVER |'m going -- because ny
23 pagi nation on ny conputer is different than
24 what ot hers' conputers are, |'mgoing to read
25 you fromthe sections |'m asking about so
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1 there can be no mstake and it'll save us sone
2 time.
3 HEARI NG OFFI CER CHESTNUT: Are you
4 reading froma statenent?
3) MR. HAVER |'mreading from PW 2A
6 pages 5 -- page 5, line 19 through 22.
7 HEARI NG OFFI CER CHESTNUT:  Ckay.
8 Hol d on.
9 MR. DASENT: Did you say 2A? |I'm
10 sorry, M. Haver.
11 MR. HAVER  PWD 2A, page 5, according
12 to the testinony, not according to the
13 pagi nati on on ny conputer.
14 HEARI NG OFFI CER CHESTNUT: (kay.
15 MR. HAVER  Lines 19 through 22.
16 MR. JAGI: | hate to ask you agai n,
17 but the page nunber?
18 MR. HAVER So again, this is the
19 page nunber that the testinony says, not what
20 shows up on ny conputer.
21 MR JAGI: Right.
22 MR HAVER So it's page 5, lines 19
23 through 22. It would probably be faster if |
24 just read it.
25 MR. DASENT: |'ve got it.
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1 HEARI NG OFFI CER CHESTNUT: |I'd like

2 to see it, yeah

3 MR. JAGT: Paragraph begins with

4 Current Revenues?

5 MR. HAVER  Yes.

6 MR. JAGT: Ckay.

7 MR. HAVER  Your Honor, are you

8 ready?

9 HEARI NG OFFI CER CHESTNUT: | am |'m

10 sorry.

11 MR. HAVER  How much was transferred?

12 MR. JAGT: | can respond to that and

13 Lawence can clarify if he wants. No anount

14 of nmoney is -- it's -- no funds fromthe

15 general fund are transferred. This was a

16 request to increase the departnent's budget.

17 So -- which, you know, their authorization to

18 spend npney.

19 What' s going on was chemi cal costs

20 wer e increasing nuch nore than what was in the

21 ori gi nal budget, as well as other expense

22 categories. So as such, in order to spend the

23 noney, the departnent needed to add to their

24 aut hori zation for spending for chem cals,

25 power, and gas, and | think there was one
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1 ot her category.

2 But that was a -- you know, an

3 i ncrease in the authorization to spend. There

4 was no |ike funds or, you know, rei nbursenent

5 fromthe general fund included. So it's not a

6 transfer in that respect. |It's just an

7 addition to the departnent's budget for

8 spendi ng.

9 MR. HAVER  So when the testinony

10 says the Gty's FY 2023 m dyear transfer

11 ordi nance, which increased the departnent's

12 budget to cover escal ating costs, you're

13 saying that word "transfer" doesn't nean

14 transfer noney?

15 MR. JAGI: They refer to the

16 transfer -- the transfer ordi nances --

17 MR. HAVER  Excuse ne. W is the

18 "they" in that sentence?

19 MR. YANGALAY: This is Law ence

20 Yangal ay. |If you could please repeat that

21 guesti on.

22 MR. HAVER Ckay. In the Water

23 Departnent's testinony, it says the City's FY

24 2023 midyear transfer is not a -- |'m asking,

25 is that an actual transfer of noney. And the
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1 answer, | believe, is no. You' re saying no
2 noney was transferred.
3 MR. YANGALAY: No. |It's just a
4 budgetary term for increasing the budget
5 m dyear.
6 MR. HAVER  So you increased the
7 budget, which neans that you needed additi onal
8 revenues; is that correct?
9 MR. YANGALAY: That is correct.
10 Addi ti onal revenue of transfer fromthe
11 Rest abi | i zati on Fund.
12 MR. HAVER So that -- so, again,
13 sone noney was transferred from sonewhere to
14 somewhere else; is that correct?
15 MR. YANGALAY: Yes, that is correct.
16 MR. HAVER  How nuch noney was
17 transferred?
18 MR. YANGALAY: We -- how nmuch noney
19 we projected to transfer, if -- for FY '23,
20 how much noney we were hoping to transfer from
21 the Rate Stabilization Fund, |I don't have that
22 readily with nme now --
23 MR. HAVER  Ckay. |'mnot asking you
24 about projections.
25 MR. YANGALAY: -- fromthe Rate
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Stabilization Fund.

MR. HAVER Right. |'mnot asking
about projections. |'m asking about what you
al ready have done.

MR. DASENT: That woul d be in Dave
Jagt's testinony.

MR. YANGALAY: Yeah, the way the
proj ect works, M. Haver, is that at certain
points in the year when you think that you
woul d be overspendi ng on the budget, the
budget gives authorization to spend.

If you don't want to be in violation
of financial nmanagenent as per the GCty, you
woul d have to request additional increase in
the project before you can do an obligation.

At the end of the year, when we
finally tally all of our expenditures and see
how nmuch do we need to transfer fromthe
Restabi li zation Fund to bal ance our budget,
that's how the budget invol venent was.

MR. HAVER | appreciate the |esson,
t hank you, but that doesn't answer ny
question. How nuch was transferred in the
past, last year, as a result of this

or di nance?
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1 MR. YANGALAY: | don't have the

2 nunbers with ne now W can --

3 MR. HAVER  Does anyone on the panel

4 have that nunber?

5 MR. DASENT: | think that's Black &

6 Veatch, if we can sort of | ook back to what

7 we' ve done and stated in the filing.

8 MR MERRITT: It's -- | nean, as

9 Lawr ence has described, the m dyear transfer

10 ordinance is reflected as an increase in the

11 &M budget for fiscal year '23, the current

12 fiscal year that we're in.

13 MR. JAGT: Correct.

14 MR MERRITT: |It's all within the

15 water fund. There's no transfer, as Law ence

16 has indicated. That happens at the end of the

17 year .

18 MR. HAVER Well, M. Yangal ay says

19 the noney was transferred fromthe Rate

20 Stabilization Fund.

21 Did I m sunderstand hinf

22 MR. JAGI: So, for planning purposes,

23 you have to have the revenue, a source for

24 that funding of additional spending. So for

25 budgeti ng purposes, they showed the source of
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the additional spending as a portion of the
bal ance and the Rate Stabilization Fund.
There were no transfers that

occurred. That will occur in Cctober at the
end of the year when there's an eval uation of
the revenues and expenses, and, you know,
they' Il make a determ nation of how nuch of a
transfer fromRate Stabilization is required.

MR. HAVER  Well, again, |'m now

confused. M. Yangalay -- am| pronouncing
your name correctly, sir? | apologize if I'm
not .

MR. YANGALAY: You are near perfect.

MR. HAVER  Thank you.

M. Yangalay is saying that he
doesn't have that figure in front of him
whi ch woul d suggest that that figure is
avai l able. And now you're saying that figure
I's not avail abl e because it hasn't happened
yet. \Wiich of those two things is true?

MR. YANGALAY: | thought you were
referring to a planned transfer as a -- as
stated, we do a planned transfer at the end of
the year before we do the actual transfer.

hope | made that clarification.
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MR. HAVER So when you said you
don't have that nunber, you were referring to
a planned transfer, not an actual transfer?

MR. YANGALAY: That's correct,
because we can't do transfer out until the end
of the year when we tally everything.

MR. HAVER  So how nuch is the
pl anned transfer?

MR. YANGALAY: That's the nunber |
don't have in front of nme now

MR. HAVER Right. But | thought
that Bl ack & Veatch had that nunber.

MR. DASENT: Just for clarification,
in the record, there's a Table Cl that shows
the transfers going back in tinme and goi ng
forward in tinme and what the projections are.
That's where you | ook for this information.

MR. JAGT: And ours -- our estimate
of the transfer would reflect |ike actual --
t he budget factors applied through that budget
expense, and it's the projection of the
transfer that wll be required in Cctober, or
when the -- you know, when the books are
finalized and cl osed.

It would not reflect the anpunt that
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Law ence is identifying, which was at the
pl anning | evel, at the budget |evel, what that
dol | ar anmount was identified as.

Because it's just |like the budget.
It's not like that transfer happens. It's the
budget reflects the plan of the spending and
the sources. That was the planned source. W
woul d have to go back to the | egislation and
the transfer and the support that was provided
by the departnent to identify that exact
dol | ar anount.

Whi ch can be done, just, you know, it
was -- it's not in our testinony, not with
what we were prepared to discuss today, in
that specific anount.

MR. HAVER Wuld it be accurate to
say that the anmount is flexible?

MR. YANGALAY: Wi ch anmount are you
referring to?

MR. HAVER  The anount that's going
to be transferred.

MR. YANGALAY: Flexible in the sense
it means it will cone to what we actually
spend. And since we cannot predict the future

100% that neans --
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1 MR HAVER [|'msorry, M. Yangal ay,

2 | did not understand that. Could you please

3 repeat it?

4 MR. YANGALAY: Flexible in the sense

3) that the actual we transfer depends on what

6 happens at the end of the year. Since we

7 cannot predict that 100% that neans it may be

8 different fromwhat we plan

9 MR. HAVER So again, it is flexible?

10 It's not a set anount; is that correct?

11 MR. YANGALAY: That w Il be correct,

12 in the sense that we don't know what the

13 actual will be.

14 MR. HAVER  Thank you.

15 "' m now noving to sone operational

16 guestions. But they are revenue questions.

17 What percentage of the treated water

18 is lost? And by treated water, | nmean as it's

19 defined as water that never passes through a

20 water neter and is never billed.

21 MR. DASENT: That's not for the

22 Financial Panel. |'msorry, that would be for

23 the Operations Panel, who wll be available to

24 us, but this isn't the time for that.

25 HEARI NG OFFI CER CHESTNUT: Wl |, |
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t hi nk maybe the question mght be is there a
factor for lost water reflected in the revenue
requi renment cal cul ati on.

VR. DASENT: On.

HEARI NG OFFI CER CHESTNUT: |s that
what you're asking, M. Haver?

MR HAVER |'mgetting to that, but
first there has to be on the record sone
assunption for how nuch is |ost.

HEARI NG OFFI CER CHESTNUT: Ri ght.

But these people are not the ones to do that.
They're the ones who do the financial --
they're the Financial Panel, not the

Oper ati ons Panel .

MR. HAVER | appreciate that, but
the -- again, based on their testinony, based
on their recomrendati ons, they are nmaking sone
projections of how nmuch water is never billed.
And |' m asking what that projection is.

HEARI NG OFFI CER CHESTNUT: kay.
Where is that? You say based on -- in their
testinmony. Do you have a source?

MR. HAVER  So those, again, are all
the revenue projections and all of the tables.

There's a certain anount of water that is
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1 billed for and a certain anount of water that

2 is treated. |I'masking --

3 HEARI NG OFFI CER CHESTNUT: kay. |Is

4 there a | ost revenue factor in your tables,

S M. Jagt, or any of you fol ks?

6 MR. JAGT: No. The projections

7 read -- for the financial projections, the

8 only projections that are in there are the

9 proj ections of billed vol unes.

10 MR. HAVER  So |'m confused. You

11 don't have any projection of unbilled?

12 MR. JAGT: There's no revenue

13 associated with it, then there would not

14 derive a dollar for consideration of revenue,

15 if it was not -- not wthin the scope of the

16 financial projections.

17 MR. HAVER Wuldn't it be a loss to

18 the systemfor water that is treated but not

19 sol d?

20 M5. BU: M. Haver, if | could --

21 |'" msorry, go ahead, Dave.

22 MR. JAGT: No, you can go ahead.

23 HEARI NG OFFI CER CHESTNUT: Wbul d you

24 identify yourself for the court reporter.

25 M5. BU: I'msorry. This is Ann Bui
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1 for Black & Veatch. |'mthe senior nmanagi ng
2 director and the project director for this
3 engagenent .
4 So, M. Haver, the way that we
5 proj ect our revenues, because we used actual
6 billed volunes and | ooki ng at a usage per
7 account, that already addresses the nonrevenue
8 water, as we call it, or that |ost revenue.
9 Where it nmakes a difference is com ng
10 in through the operational side fromthe
11 expenses in that respect, sir.
12 MR HAVER Right, and I'll get to
13 t hat .
14 M5. BU: Ckay.
15 MR. HAVER  Again, discretely asking:
16 Water that is processed and coul d be put
17 through a neter and billed but is not, does
18 that represent a | ost revenue to the Water
19 Depart nent ?
20 MR. JAGT: Not necessarily, because,
21 you know, people -- the departnent does not
22 bill itself. The departnment -- you know,
23 there are other parts of the water. For
24 exanple -- and another exanple is the fire --
25 the testing for fire protection. There are

LEXI TAS
215-504- 4622




Water, Sewer, and Storm Water Rate Board

5/ 3/ 2023

79

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

aut hori zed uses wthin the systemthat, you
know, while part of nonrevenue water, they are
aut hori zed uses that are nonrevenue rel at ed.

MR. HAVER  So not necessarily, but
again, discretely asking: There's a cost to
process every gallon of water; is that
correct?

MR JAGI: Correct.

MR. HAVER  And every gallon that is
not sent through a neter and not billed is
wat er that was paid to be processed; is that
correct?

MR JAGI: Correct.

MR. HAVER  And every dollar that is
not collected for that water is a loss to the
revenue; is that correct?

MR. JAGT: Not necessarily, because
sone | osses -- you know, the -- a distribution
systemis a systemunder pressure. It is not
100% | eakproof. You will lose water. It is a
condition of -- you know, it's -- it happens
In every water system so --

MR. HAVER  What -- |I'mglad that you
pointed that out. What's the average loss in

ot her water systens?
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MR. DASENT: |If you know, M. Jagt.

MR. JAGT: Yeah, | knowit. A system
considered tight would be, what, 10 to 15% |
nmean, it's -- and that's a tight system

MR. HAVER  What are you basing that
on?

MR. JAGI: Just general know edge.

M5. BU: AWM has a standard out

there, a guidance standard out there,

M. Haver, with respect -- the Anerican
Associ ati on of Waterworks -- American
Wat er wor ks Associ ation, pardon ne -- which, as

M. Jagt pointed out, does say that a tight
system mai ntai ned -- the target benchmark is
around the 10 to 12% range.
MR. HAVER Can you nake that part of
the record, please? Wat you're referencing?
M5. BU: W can provide the
ref erence.

MR. JAGT: And that woul dn't
necessarily be a fair conparison for
Phi | adel phia's system which is an ol der
system

M5. BU: Correct.

MR. HAVER  WAsn't naking an
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1 argunent. | was neking a request for that

2 docunment you are referencing.

3 M5. BU: | cannot produce the

4 docunent in and of itself, M. Haver. That

5 vi ol ates copyright rules.

6 MR. DASENT: We'll| provide the

7 ref erence.

8 M5. BU: But | can certainly

9 reference you to the site.

10 MR. DASENT: Yep, we'll get a

11 r ef er ence.

12 M5. BU: Yeah, if that would be

13 okay.

14 MR HAVER | don't think | have a

15 choice. |I'mwatching the Hearing Exam ner

16 roll her eyes once again.

17 So can it -- again, switching to

18 revenue questions. Can a consuner take steps

19 to reduce water usage in their honme?

20 MR JAGT: Yes.

21 MR HAVER |Is that why there's both

22 a service charge and a usage charge, the

23 recogni tion that househol ds have sone contr ol

24 over usage”?

25 MR. JAGT: Froma rates perspective,
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1 it's matching the type of a cost recovery with

2 the type of expense. The volune cost recovery

3 Is nore related cost of service-wise to the

4 treatment and delivery of the water. The

5 service charge is related to the billing and

6 collection primarily.

7 So -- but yes, | nean, in that the

8 vol unme charge is a unit cost, it provides the

9 custonmer with the ability to control a portion

10 of their costs by using -- controlling usage.

11 MR. HAVER  Can a househol d have any

12 di rect control over the loss of water in the

13 syst enf?

14 MR. JAGT: No.

15 M5. BU: If I could, let nme just

16 clarify that. But within the system M. Jagt

17 Is correct, that they don't have any control,

18 direct control. Wthin their own place of

19 resi dence, they do, with respect to slab | eaks

20 and making sure, you know, that the toilet is

21 not | eaking and things of that nature.

22 General mai nt enance.

23 MR. BALLENGER: Yes, | appreciate

24 that. | was not as specific with ny |anguage

25 as | should have been. | was tal king about
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pre-neter |oss, not post-neter |oss.

M5. BU : Under st ood.

MR. HAVER  Thank you.

Can you explain to nme currently under
your nodel who pays for the |ost water?

MR. JAGT: So all custoners woul d
recover a portion of that cost.

MR. HAVER  Can you explain the
t heory behind that, custoners have no control
over the usage but have 100% responsibility
for the costs? Wat's the |ogic behind that?

MR. JAGT: Again, every water system
has | osses. It's -- it's a phenonenon of --
you're going to have it. The water systemis
under pressure. You're going to have | eaks;
you're going to |l ose sone water. It's -- it's
just part of the water utility, water
i ndustry, you know, nodel, so...

MR. HAVER | understand that you've
said that twwce. And if you' re unsure that I
know, |'m happy to repeat it back. But that
was not ny question.

My question was: What is the logic
i n aski ng households to pay for that |oss?

MR. JAGT: So it's -- ask every
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custoner of the water system every user of
the systemthat benefits fromthe delivery of
the water; it is included in the cost recovery
and in the rates.

MR. HAVER  Again, I'll ask one nore
time and then I'll nove on. Wat is the |ogic
behi nd t hat ?

HEARI NG OFFI CER CHESTNUT: It's
al ready been asked and answered several tines.
Wiy don't you nove on.

MR. HAVER It has not been answered.

HEARI NG OFFI CER CHESTNUT: It has
totally been answered. | think that's as nuch
answer as there's going to be.

MR. HAVER |If that's your ruling,
have no choice, but | object. The answer --
nmy question was not answered.

HEARI NG OFFI CER CHESTNUT: | think
it's been answered so why don't you nove on.

MR. HAVER  What a shock, you sided
with the Water Departnent.

Who woul d have guessed?

The Gty of Philadelphiais
responsi ble for the Water Departnent; is that

correct?
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MR. JAGI: Yeah, the Water Depart nent
is one of ten or eleven departnents of the
Cty.

MR. HAVER  So the Water Depart nent
i s under the managenent of the City; is that
correct?

MR JAGI: Correct.

MR. HAVER Wuldn't it nmake sense to
hol d t he managenent responsi ble for any | osses
of water that are in excess of the national
st andar ds?

MR. JAGT: Benchmarking or, you know,
each systemis different. Like | said before,
Phi | adel phia is an ol der system There would
be reasons to have a higher |oss than the
nati onal average due to the age of the
I nfrastructure.

When they do -- they do invest in new
mai ns to, you know, continually inprove the
systemand try and address | osses as -- you
know, as they nove forward, but it is a large
systemand it wll take sone tine to
continue -- with their continued reinvest nent
to nmake that inprovenent.

MR. HAVER  Well, again, ny question
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1 was very specific. [I'Il try and make it even

2 cl earer.

3 If this Water Departnent makes a

4 m stake and it |eads to trenendous anount of

5 | oss, of water or additional costs that should

6 not have been incurred, who should pay for

7 that, the managenent or the custoner?

8 MR. DASENT: (Objection. This is

9 beyond the scope of the Financial Panel.

10 HEARI NG OFFI CER CHESTNUT: It

11 certainly is. That -- that's a ratemaking

12 question. | nean, that's a policy kind of

13 guestion. These people are here presenting

14 their nodel and the revenue requirenents

15 associated with it.

16 MR. HAVER |' m aski ng about their

17 nodel. Under their nodel, who is responsible

18 for any m stakes, any nal f easance, any theft,

19 any enbezzl enent at the Water Departnent? Wo

20 Is financially responsible for those things?

21 MR. YANGALAY: M. Haver, if | may

22 just contribute alittle. Wy do you have

23 water loss in the system as we say. | say we

24 have an old systemand that is why we are

25 here. W can | ook at our Capital | nprovenent
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1 Plan. If we have the resources to inprove
2 this infrastructure. | think there can be
3 of ficial opportunity, and that's why we have
4 said over and over we have an aged
3) infrastructure. W need resources to
6 rehabilitate these facilities.
7 So water loss is not negligent on the
8 part of managenent, | think. It is a
9 consequence of the kind of operation we do and
10 the kind of infrastructure we have. Just --
11 MR. HAVER  Thank you, sir. But that
12 doesn't answer ny question.
13 Under the rate nodel that has been
14 prescri bed and entered as testinony, who woul d
15 pay for any mal feasance, enbezzl enent, or
16 m st akes at the Water Departnent?
17 MR. YANGALAY: | thought the answer
18 was we di sagree about nml feasance as you put
19 it. That's the point I'mtrying to nmake.
20 MR. HAVER | appreciate your point,
21 but that does not answer ny question.
22 HEARI NG OFFI CER CHESTNUT: | don't
23 under stand your question. Wat nal feasance?
24 MR. HAVER If there was --
25 HEARI NG OFFI CER CHESTNUT: On whose
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part? On the custoner's part or the Water
Departnent's part?

MR. HAVER  The Water Departnent's
part .

HEARI NG OFFI CER CHESTNUT: Well, that
has nothing to do with setting rates here,

t hough. You're tal king about sone kind of
punitive action, and...

MR. HAVER |'m asking under the rate
nodel that's being recommended, who woul d pay
for a mal feasance, enbezzl enent, bad
deci sions, water |oss, in excess of --

HEARI NG OFFI CER CHESTNUT: Are you
tal ki ng about how are civil penalties
reflected in the nodel? |Is that what you're
sayi ng?

MR. HAVER |'m asking again: Wo
pays for those costs under the nodel ?

HEARI NG OFFI CER CHESTNUT: \What
costs? Cvil penalties?

MR. HAVER  No, no, the actual costs
of a mstake. So the Water Departnent is
supposed to buy 20 pounds of X, and they end
up buying 200 pounds of X, and they can't use
it. There's 120 [sic] pounds of X that they
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1 have paid for and can't be used. Wo pays for

2 that under the rate nodel that's being

3 pr oposed?

4 MR. YANGALAY: Well, M. Haver, under

5 that scenario, | don't see that scenario

6 happeni ng.

7 MR. HAVER Yes, sir, | appreciate if

8 you saw that, you would put an end to it. But

9 that's not ny question, whether it's

10 happening. M/ question -- because that's for

11 operations, and | understand that. |'m going

12 to rai se these questions about those actual

13 | osses and the actual nal feasance and m st akes

14 with operations. M question is, under the

15 rate nodel that's being proposed, who pays for

16 t hose | osses?

17 MR. DASENT: (Objection. This is

18 specul ati ve now, because it hasn't happened.

19 There's no evidence that it's happened. W're

20 asking for a -- it's testinony concerning a

21 fact that's not at all in evidence.

22 HEARI NG OFFI CER CHESTNUT: | agr ee.

23 MR. DASENT: | al so have ot her

24 obj ecti ons.

25 HEARI NG OFFI CER CHESTNUT: | don't
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see any basis for this. Ml feasance? There's
been no show ng of any nul feasance. There's
been no showi ng of any -- if you want to say
they're inefficient, that's a whole different

I ssue.

MR. HAVER  Again, |'mnot asking now
for these wtnesses -- because you've al ready
told ne | can't ask ny operational questions
of these witnesses. |'m asking about the rate
nodel .

Under the rate nodel that they are
proposi ng, who is responsible for those costs,
costs that arise because of m smanagenent,
costs that arise because of --

HEARI NG OFFI CER CHESTNUT: Let ne
just clarify. Let ne make sure | understand
here. M. Jagt, this isn't an efficiency
audit, was it?

MR. JAGT: No. No, it's not an
efficiency audit. Sorry.

HEARI NG OFFI CER CHESTNUT: O a
managenent audit?

MR JAGI: It's not a nanagenent
audi t.

HEARI NG OFFI CER CHESTNUT: So | don't
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even see why these issues would be relevant to
what you did.

MR. HAVER  Well, again, | appreciate
Your Honor bringing those up because those
will be ny questions later. But here is the
rel evance. W have a proposal for a rate
nodel that collects dollars froma revenue
base.

| am aski ng whet her the revenue base
I's being asked to pay for any m stakes, any
m snmanagenent, any nal f easance, any | oss above

the averages. Does that go into the rate

base? Yes" or "no"?

MR. DASENT: (Objection. This is
specul ative. None of this is in evidence.
This is conpletely a hypothetical, and we
object to it.

HEARI NG OFFI CER CHESTNUT: Yeah, | --
"Il be honest, | don't see how they could
possi bl y answer that.

MR. HAVER  Well, it's easy. Were
el se do they get revenues fron? So I'll try
anot her way.

Were el se do you get revenues from

ot her than the rate base?
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MR, DASENT: M. Jagt?

MR. JAGT: It's true, the bulk of the
revenues cone from service charges fromt he,
you know, services provided through the water,
sewer, stormwvater. There are sone
m scel | aneous revenue sources that are
i nvol ved but they're, you know, a nuch smaller
percentage of the total.

MR. HAVER  So included in those
revenues, would that be any water that's
processed but not delivered?

MR. DASENT: It was asked and
answer ed.

MR. JAGT: Yeah. Oher than what's
in fire protection. Because not all fire
protection neters are netered. They're
det ector checked or, you know -- they don't
al ways nmeter 100% of fire protection, |ike
fire hydrants.

But again, that's an authorized use
of the system but the flow doesn't -- | nean,
the Gty pays for the general service or the
system capacity to provide that service, and
it's a standby capacity. But there is no

vol ume charge associated with the public fire
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pr ot ecti on.

MR. HAVER  So | think I understood
you to say yes, but I'lIl ask one nore tinme to
make sure | understood it.

Any - -

MR. JAGT: For the authorized --

MR. DASENT: Wit for the question.
Wait for the question.

MR. JAGT: Ckay.

MR. HAVER If there is a m stake
made, m smanagenent, whatever it is, the only
pl ace for the Water Departnent to collect to
cover those costs is fromthe revenue base of
consuners; is that correct?

MR. DASENT: Note our continuing
obj ecti on.

M. Jagt, you can answer.

MR. JAGI: Personally, | wouldn't
want to answer it fromthe -- the whole
prem se that assuming that there is
m smanagenent, that, you know, there is no
evidence that there is. | just would not want
to even inply to support that assunption.

MR. HAVER  Can you point in your

nodel where m smanagenent or waste is paid for
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1 by soneone other than the revenue base?
2 MR. DASENT: (bjection, beyond the
3 scope of their testinony.
4 HEARI NG OFFI CER CHESTNUT: | don't
5 even think that's a valid foundation for a
6 question. | really -- you know, you need to
7 nove on. This is getting repetitive.
8 MR. HAVER  So Your Honor isn't
9 interested in who pays for any waste?
10 HEARI NG OFFI CER CHESTNUT: Wy don't
11 you nmove on, M. Haver.
12 MR. HAVER  Well, | asked you a
13 guestion. Are you not interested --
14 HEARI NG OFFI CER CHESTNUT: | don't
15 have to --
16 MR. HAVER Ch, | renenber, you don't
17 pay Phil adel phia water bill so it's not of
18 primary interest to you. | get it. A
19 right.
20 You should put that on the record, by
21 t he way.
22 HEARI NG OFFI CER CHESTNUT: If you
23 have a question for any of these w tnesses,
24 why don't you go ahead and ask them
25 MR HAVER | am You're not
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1 allowng ne to. Again, |I'mnot surprised.
2 HEARI NG OFFI CER CHESTNUT: I f you
3 have a rel evant question with a substanti al
4 foundati on, why don't you ask them
5 MR. HAVER | have.
6 HEARI NG OFFI CER CHESTNUT: \Wel |,
7 you' ve got as nmuch answer as | think they're
8 able to give you.
9 MR. HAVER | have as nuch answer as
10 you'll allow themto give ne.
11 HEARI NG OFFI CER CHESTNUT: Just nove
12 on.
13 MR. HAVER |Is that your order?
14 HEARI NG OFFI CER CHESTNUT:  Yes.
15 MR. HAVER  Page 6, sane testinony.
16 PWD 2A.
17 Page 6, |lines 6 through 10.
18 HEARI NG OFFI CER CHESTNUT: 2A or 2?
19 MR. HAVER 2A. PWD 2A lines 6
20 t hrough 10.
21 [ Docunent review. ]
22 HEARI NG OFFI CER CHESTNUT: Al right.
23 MR. HAVER If the PWD cut costs
24 and/ or increased sales and/or had the City pay
25 for the water lost in the system would this
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have an inpact on the 90%test?

MR. JAGT: Depending on the
magni t ude, yes.

MR. HAVER  Ckay. Thank you.

In fiscal year 2023, the past fiscal
year, for every dollar billed, how nuch was
collected in fiscal year 20237

MR. JAGT: So we don't have the
i nformation for 2023 yet. Are you asking for
t he assunption or the actual ?

MR. HAVER Let's go back to 2022
then and do the actual, and then I'll ask for
t he assunptions for 20283.

MR. JAGT: Sorry, |I'mlooking through
to get to where we devel oped the cal cul ation

MR. HAVER |'mtaking your tine,
you're not taking mne, so feel free.

MR JAGI: Al right, for 19 -- or
for 2022, it's -- just |ooking at overal
billings conpared to overall revenues, it's
approxi mtely 96. 8%

MR. HAVER  And what are you
projecting in 20237

MR JAGI: At 96 -- 96%%%

MR. HAVER  The same nunber?
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MR. JAGI: Essentially.

MR. HAVER  Ckay. How does that
conmpare to the national averages?

MR. JAGT: So we did |ook for a
nati onal average, and we were not able to
identify a source that provides the
collections in the sane expression than what
we provided you in the interrogatory response.

MR. HAVER  How does it conpare to
PGW's col | ecti on percent age?

MR. JAGT: Brian, do you recall what
the PGWin the interrogatory was? 967

MR. MERRITT: 96 and change. | don't
have the exact nunber. |It's close. |It's
simlar.

MR JAGT: Right.

MR. HAVER If you know, how many
people are on the |l owincone plan at PGW How
many househol ds, accounts?

MR. DASENT: | don't believe that's
within their testinony.

HEARI NG OFFI CER CHESTNUT: It isn't,
but if they know

M5. BU: | don't believe we do off

the top of our heads, M. Haver.
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MR. DASENT: Raftelis would know
that. They're another witness. Raftelis
Fi nanci al Consul tants.

MR. HAVER | believe M. N ssen is
on fromthat conpany.

MR. DASENT: No, he's Acaci a.

MR HAVER It's hard to keep all of
the consultants straight.

How many are there?

How many consultants were hired for
this rate case?

MR. DASENT: Well, there's -- for
this rate case?

MR. HAVER  Yes.

MR. DASENT: W can provide that to
you as a transcript response. | don't really
answer those questions.

MR. HAVER  Does anyone fromthe
Wat er Departnent know?

MR. DASENT: | can send you an e-mail
t hat provides --

MR HAVER M. Dasent, | wasn't
asking that. | was asking if anyone today
fromthe Water Departnent knows how many

consultants were hired to help with this rate
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1 I ncrease request. |If the answer is nobody
2 knows, nobody knows.
3 HEARI NG OFFI CER CHESTNUT: Well, the
4 answer is that M. Dasent is the person who
5 knows.
6 MR. DASENT: And | can provide that
7 information to you.
8 HEARI NG OFFI CER CHESTNUT: And he can
9 provi de that information.
10 MR. DASENT: Look at your screen.
11 They' re here.
12 MR HAVER Right. [|'masking if
13 anyone fromthe Water Departnent knows, not
14 anot her consultant, not a lawer. |[If anyone
15 fromthe Water Departnent knows.
16 HEARI NG OFFI CER CHESTNUT: M. Dasent
17 represents the Water Departnent. He is the
18 person to answer your questions.
19 None of these questions have anything
20 to do with hiring consultants.
21 MR. HAVER Does M. Dasent hire the
22 consul tants?
23 MR. DASENT: No, but | am aware of
24 who presented testinony. Even if you | ook at
25 the rate filing itself, Exhibit 1, we |ist
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t hem

MR. HAVER  Wo hires the
consul tant s?

MR. DASENT: The finance departnent,
M. Yangal ay can speak to that. Sonme of those
will be hired through his office, others
t hrough the general counsel's office, others
for the city treasurer's office. Because you
have blind counsel, you have financi al
advisors. That's -- the city treasurer's
office. You also have Acacia, that's city
treasurer al so.

And M. Yangal ay can speak to Bl ack &
Veat ch and Raftelis who are hired under
contracts in his office. But | can send al
of that to you in an e-mail. There's no
surprise here.

MR HAVER Well, I"'msurprised to
know i f the Water Departnent knows.

MR. DASENT: Well, they can speak to
the issue, but you're asking on the fly a | ot
of questions that just don't seemto be either
here nor there. And many of the consultants
are literally |looking at you right now.

MR. YANGALAY: We provided a listing
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1 of the consultants. It's no secret. W

2 have -- as M. Dasent say, we have sone of the

3 consul tants here.

4 MR. JAGI: Just to point out, the

5 I nterrogatory response provi ded was an

6 attachnment LH31. The Departnent hel ped

7 assenble the information fromthe consultants

8 I nvol ved.

9 Sonme of the consultants are not hired
10 specifically for this rate case; they just are
11 hel pi ng support it, and as part of their role
12 In supporting the Gty, but they're -- we
13 identified or the departnent identified five
14 consulting firms -- or six, sorry. Six firns.
15 Then again, sone of the firns have
16 ot her supporting roles, |ike Ballard Spahr,

17 and the FAs. But they do -- because of the
18 over |l appi ng aspects of the rate proceedi ng,
19 it's -- you know, the departnent relies on

20 their expertise and knowl edge in that area.
21 MR. HAVER Wiat's the total cost to
22 the systemfor all of the consultants that

23 have been retai ned?

24 MR. DASENT: For what purpose?

25 MR. HAVER To help with this rate
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1 I ncrease.

2 MR. DASENT: [|I'mtrying to recall if

3 there is a data response that addresses that,

4 M. Haver.

5 MR. HAVER  You said you were going

6 to get back to ne on that.

7 MR. DASENT: And | thought LH31 did

8 gi ve you sone of that information, and LH2,

9 that series, also addressed sone of those

10 guestions. | pulled that up and direct your

11 attention to that.

12 MR. HAVER |'m asking specifically

13 ri ght now on the record, what is the total

14 budget for all of the six consultants that

15 have been retained to help wth this water

16 rate increase request?

17 MR. YANGALAY: We can provide that.

18 We don't have that handy at this point.

19 MR. HAVER  Ckay. Thank you.

20 MR. DASENT: Can we treat that as a

21 transcri pt request, M. Haver, so we can get

22 right back to you?

23 MR. HAVER  That woul d be fi ne.

24 MR, DASENT: That will be TR1, if

25 Your Honor pl ease.

LEXI TAS
215-504- 4622




Water, Sewer, and Storm Water Rate Board 103

5/ 3/ 2023
1 MR. HAVER | have questions about
2 conpani es that PWD hired. |'m assum ng that
3 this is not the correct panel to ask these
4 guestions of, but just to nake sure, because
5 if I don't ask themnow and | ask them | ater
6 and the Hearing Exam ner tries to cover up and
7 say | should have asked them before, | want to
8 make sure |I'm asking them now.
9 Does anyone on this panel know the
10 name of the conpany Phil adel phia Water
11 Departnment hired to make appointnents to
12 repl ace water neters?
13 MR. DASENT: That's Qperations.
14 Maybe Steve Junod would be able to give you
15 t hat answer.
16 MR. HAVER  Just want to nake sure
17 t hat nobody on today's panel can answer that.
18 MR. DASENT: |'d rather give you the
19 expert that actually is the subject matter
20 expertise in this matter. That's M. Junod.
21 MR. HAVER |'m assum ng ny next
22 guestion, where that conpany is located, is
23 out side the scope of their expertise?
24 MR DASENT: | think M. Junod will
25 be best to answer that question so you get the
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1 correct answer.
2 MR. HAVER  Okay. Are you aware of
3 If there's any contractor that works with
4 Phi | adel phia Water Departnent to read neters?
5 MR. DASENT: Again, that's the
6 Oper ati ons Panel .
7 MR. HAVER  Ckay.
8 MR. DASENT: | nean, we can say --
9 MR. HAVER | understand that. |
10 just -- | don't want to fall into the trap
11 that allows the Hearing Exam ner to do what
12 she did at the public hearings and claimthat
13 no one at the Water Departnent knew that your
14 of fi ces were being renovat ed.
15 By the way, M. Abrans, can you tel
16 nme where your office is |ocated? Are you at
17 1101 Market Street?
18 MR. DASENT: He's not a part of the
19 Fi nanci al Panel .
20 HEARI NG OFFI CER CHESTNUT: He's not a
21 part of this panel.
22 Do you have questions for these
23 peopl e?
24 MR. HAVER | have a question for
25 M. Abrans.
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HEARI NG OFFI CER CHESTNUT: M. Abrans
Is not part of this panel.

MR. HAVER  Okay. \Wich panel w |
he be part of?

MR. DASENT: Communi cati ons and
outreach. He's public affairs.

MR. HAVER  Tal ki ng about collections
and the cost of the |lowincone plan. |If nore
Phi | adel phi ans had jobs that paid a |iving
wage, woul d that have an inpact on collection
rates and the need to use the TAP or other
prograns under your nodeling?

MR. DASENT: Pl ease repeat that
question, M. Haver. | don't want to object.

MR. HAVER  Ckay. |'m asking, under
the nodeling that's being proposed, if nore
Phi | adel phi ans had jobs that paid a |living
wage, woul d that have an inpact on collection
rates or the need to use | owincone plans
under the nodel s?

MR. DASENT: Just so | understand it,
I f their incomes were above the threshold for
TAP, would that increase the -- or decrease
the need for, you know, assistance prograns?

| s that the question? Because --
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MR. HAVER Yes. And would it
I nCrease revenues.

MR DASENT: M. Jagt.

MR. JAGT: In that -- so there --
there is the potential that the customers
woul d have the wages, not qualify for the | ow
I ncone, assum ng they were enrolled to begin
wi th, because, you know, they -- PWD doesn't
force a | owincone custoner to participate;
it's their elective.

So their bill would be based on their
actual usage and not their -- not their, you
know, inconme, and it would i nprove the
billings and potentially the collections if
they paid the bills.

MR. HAVER | have a nunber of
questi ons about job creation. Again, |I'm
assumng this is the wong panel, but | want
to read theminto the record and be told that
this is not the right panel so that when |
raise themin anot her panel, the Hearing
Exam ner can't tell nme | should have raised
t hem bef ore.

Is it true that taking jobs away from

Phi | adel phi ans by contracting wi th conpanies
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out of the state | essens the nunber of
avail able jobs in the city of Phil adel phi a?

MR. DASENT: (Objection, that is

outside the scope of their testinony. | can't
see a connection at all. |'msorry,
M. Haver.

MR. HAVER  \What percentage of what
PWD purchases is nmade in Phil adel phi a?

MR. DASENT: (Qbjection, | don't know
that's within the scope of their testinony
either. | nmean, their testinony is making
financial projections for the rate period
i ndicating the revenue requirenents for a
future period. That has nothing to do wth
t hat .

MR. HAVER Wi ch panel should this

gquesti on be addressed to?

MR. DASENT: |'m not sure, but not
this panel. | nean, it's a broader question
than, | think, the rate case. Usually you

don't have these sorts of questions, and we're
trying to be flexible wwth you, because you --
MR. HAVER  Who is the -- excuse ne.

Who is the "we" Iin that sentence?

VR. DASENT: PWD.
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MR. HAVER The Water Departnent is
trying to be flexible with ne?

MR. DASENT: Yeah, in terns of
guestions. 1've tried not to object.

MR. HAVER  \What does that nean?

MR. DASENT: |'ve tried not to
obj ect.

HEARI NG OFFI CER CHESTNUT: M. Haver,

| ook, we don't really need your argunents

her e.

MR. HAVER  You' ve nmde yourself
cl ear.

HEARI NG OFFI CER CHESTNUT:  Ask your
qguestions --

MR. HAVER  You've nade yourself
clear. | understand your prejudice. |

under stand your bias. You' ve nade that very
clear, both on the record and in your rulings
and ex parte communications. It's very clear
what you believe and what you've decided is
nmeani ngf ul .

HEARI NG OFFI CER CHESTNUT: Okay.
That's fine. I'mglad | was able to nake
nysel f clear, but why don't you nove on and

ask sone questi ons.
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1 MR. HAVER | am aski ng ny questions,

2 and unl ess Your Honor rules them out of order,

3 |"mgoing to continue to ask them | think

4 your bias should beconme well known to the

5 publi c.

6 HEARI NG OFFI CER CHESTNUT: The | ast

7 order | did was in your favor, wasn't it?

8 That doesn't show bi as.

9 MR. HAVER  You nobst certainly do

10 show bias. In alnost -- not forcing

11 soneone - -

12 HEARI NG OFFI CER CHESTNUT: This is

13 getting ridicul ous, you know.

14 MR. HAVER  Not forcing sonmeone from

15 the Water Departnent to say to the public

16 whet her their own offices are being renovated

17 shows as much bias as anyone can possibly

18 show.

19 HEARI NG OFFI CER CHESTNUT: Okay.

20 Fine. Do you have questions for these people

21 which is within the testinony?

22 MR. HAVER | do, and |I'm asking ny

23 questi ons.

24 What percentage of what PWD purchases

25 I's made i n Phil adel phia?
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MR. DASENT: (bjection, beyond the
scope of the testinony.

HEARI NG OFFI CER CHESTNUT:  Sust ai ned.

MR. HAVER  \What percentage of the
vendors hired by PWD are based in
Phi | adel phi a?

HEARI NG OFFI CER CHESTNUT: Can you
answer that?

MR. DASENT: W responded to that in
di scovery. | don't know which w tness m ght
be able to respond to that.

HEARI NG OFFI CER CHESTNUT: Any of
t hese wi tnesses?

MR. DASENT: | don't think so.

HEARI NG OFFI CER CHESTNUT: kay.
There's your answer.

MR. HAVER  Can you cal cul ate today
how every hundred jobs affects collection
rates?

MR. DASENT: (Objection, that is not
what Bl ack & Veatch does in terns of their
projections. |It's beyond the scope of their
testi nony.

HEARI NG OFFI CER CHESTNUT:  Sust ai ned.

MR. HAVER I n your testinony you
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project the price of natural gas escal ating.
What are you using for your nodeling? Were
are you getting your projected prices for
natural gas?

MR DASENT: M. Jagt?

MR. JAGT: Yep, |I'mlooking it up.

MR. MERRI TT: The natural gas
I ncrease was based upon pl anned budgetary
I ncreases - -

MR. JAGT: That's correct.

MR. MERRITT: -- provided by the
departnent. And then | believe --

MR. JAGT: There is no increase in

2025.

MR. MERRITT: Right. That's correct.

We're not projecting any escalation in costs
there. W do apply, | think, 1% Do | have

that right, Dave? In the latter half of the

study period. That's beyond the study peri od.

MR. JAGT: Yeah, 1.5% beyond 2025.
So in 2026 and beyond. So it would be beyond
the rate period.

MR. HAVER  Again, |'m asking what
you used to base your projections of future

national gas's prices.
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1 MR. DASENT: W just answered that.
2 MR. MERRITT: We're not projecting
3 future natural gas prices; we're projecting
4 t he expense of the Water Departnent.
5 MR. HAVER  And t he expenses for
6 natural gas are to purchase what?
7 MR. MERRI TT: Natural gas, based upon
8 t he usage.
9 MR. HAVER  Are you projecting
10 greater usage in fiscal year '24?
11 MR MERRITT: It's based on the
12 departnent's budget, estinmated budget increase
13 in '24.
14 MR. HAVER  So then who fromthe
15 Departnent can tell nme what the basis for
16 those projected prices are?
17 MR. YANGALAY: This is Lawrence. |
18 think the details in the operating plan, we
19 have estimated fromthe Phil adel phi a Energy
20 O fice that points to how the prices going up
21 in future years. So | tender in the operating
22 finance testinony.
23 MR. HAVER W is the director of
24 t he Phil adel phia Energy O fice?
25 MR. YANGALAY: | don't know.
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MR HAVER Is that a Gty agency?

MR. YANGALAY: The Ofice of
Sustainability, yes.

MR. HAVER  So you're getting your
price projection fromthe Ofice of
Sust ai nabi lity.

MR. YANGALAY: Subject to | think we
recei ved sone nenp that presents the trend of
the gas costs.

MR. HAVER  That woul d be anot her
transcript request. | would |Iike that neno.

MR. YANGALAY: Yeah, we can. | see
sonebody from - -

MR. DASENT: We'll provide it.

MR. YANGALAY: Yes. | see sonebody
fromthe operating departnent. W have -- we
can provi de.

MR. HAVER  Does Phil adel phi a Wt er
Departnent buy its natural gas from
Phi | adel phia Gas Wbr ks?

MR. DASENT: Subject to check, that
is a correct statenent.

MR. HAVER  And how does PGWN notify
you of the costs? Do they send you a nonthly

bill? Quarterly bill? Annual bill? Daily
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1 bill?

2 MR. DASENT: | don't know if

3 Ms. Rogal ski can indicate, do we get bills

4 fromPGA? | thought | saw sone in data

S responses.

6 M5. ROGALSKI: This is Patricia

7 Rogal ski with PAD. W do get sone, but |'d

8 have to consult with our accounts payabl e

9 departnent to give you that exact answer. |

10 don't have it in front of ne.

11 MR. HAVER  Okay. Wbuld you know

12 what rate structure you're under at PGAP

13 M5. ROGALSKI: | would have to | ook

14 at our actual invoices, which | don't have in

15 front of me. | did not have them pulled for

16 t his.

17 MR. HAVER  And again, | assunme this

18 is for the Operations Panel, but | wll ask:

19 Has the Water Departnent | ooked upon buyi ng

20 gas on its own and storing it at PGW

21 facilities as a way to save noney?

22 MR, YANGALAY: Not that we know of.

23 MR. JAGT: On the wastewater side,

24 there is sone gas collection that occurs in

25 the utilization of the gas within the system
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MR. HAVER  \What percentage is that
of the total usage?

MR. JAGT: |'mnot sure what the
total percentage is, but | know that there --
the facilities are there and used, so...

Sorry, I don't -- I"'m-- that's --
|"mjust offering information that |I'm aware
of. I'mnot -- you know, it's beyond the
scope of what we testified for, but...

MR. HAVER Ckay. Does -- and agai n,
|"massum ng that this is an operational, but
| wll ask it here. Does the Phil adel phia
Wat er Departnent have a programthat rewards
wor kers for devising cost-saving prograns?

MR. DASENT: That is beyond the scope
of their testinony.

MR. HAVER  Who woul d be the
appropri ate panel to ask that question of?

MR. DASENT: Well, | think you can
try on the Operations Panel, but |'m not
actually sure that it relates to their
testinony either. | do renmenber it canme up in
a di scovery response, and we did provide an
answer to you.

MR. HAVER  According to the
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di scovery response, Phil adel phia Water
Depart nent keeps the noney fromits Rate
Stabilization Fund in US Bank; is that
correct?

MR, JAGI: Correct.

MR. HAVER  According to the
di scovery response, US Bank has branches,
retail branches in Philadel phia; is that
correct?

MR. DASENT: There is an office in
Phi | adel phi a.

MR. HAVER So | was asking, do they
have any retail branches in Phil adel phi a?
That was a discovery request. So I'll ask
again: Are you aware of any retail branches
of US Bank in Phil adel phi a?

MR. DASENT: The di scovery response
speaks to that. It's an office in
Phi | adel phia that we are aware of.

MR. HAVER  That's not ny question.
| ' m aski ng about retail branches.

HEARI NG OFFI CER CHESTNUT: Wl |,
obvi ousl y nobody knows.

MR. HAVER  Ckay. Does US Bank offer

any nortgages in Phil adel phia?
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MR. DASENT: (bjection, beyond the
scope of the testinony.

HEARI NG OFFI CER CHESTNUT: Yeah, it
certainly is.

MR. HAVER  Again, what a surprise.
You couldn't see the relevancy of that, could
you?

How i nportant would it be to put our
noney sonepl ace that actually hel ps
Phi | adel phians? |Immaterial, according to you,
right, Your Honor?

HEARI NG OFFI CER CHESTNUT: Wy don't
you nove on. You know, you can't --

MR. HAVER |'m asking you directly.

HEARI NG OFFI CER CHESTNUT: M. Haver,
you can't insult nme, you know.

MR. HAVER  Cbvi ously, shanme doesn't
wor k.

HEARI NG OFFI CER CHESTNUT:  No.

MR. HAVER  But |'m asking you
directly. Wy is that not gernmane, using
Phi | adel phi an's noney to hel p Phil adel phi a?
That woul d nmake it easier for people to pay
their bills. Wy doesn't that natter?

HEARI NG OFFI CER CHESTNUT: Because
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it'"s not relevant to this particul ar panel.
MR. HAVER  What panel is it rel evant

to?

HEARI NG OFFI CER CHESTNUT: Maybe it's

not relevant to any panel.

MR. HAVER  Way? Wiy doesn't that
mat t er?

HEARI NG OFFI CER CHESTNUT: (kay.
Move on, M. Haver. |If you have a question
for these fol ks, nove on

MR. HAVER |' m aski ng why t hat

doesn't matter.

HEARI NG OFFI CER CHESTNUT: |' m not
going to argue. |I'mjust going to stop, you
know. |f you have questions, ask them

MR. HAVER | am aski ng.

HEARI NG OFFI CER CHESTNUT: Not to ne.
Ask them

MR. HAVER  Ckay. |I'll ask the
panel. Should it matter whether Phil adel phia
Wat er Departnent uses its resources to help
the residents of Philadel phia? Shoul d that
matter?

MR. YANGALAY: | think we -- the

Wat er Departnent is using its resources to
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hel p the peopl e of Philadel phia. That's why
we're in this business.

MR. HAVER  So should it use its
purchasi ng and where it keeps its accounts to
hel p the peopl e of Phil adel phi a?

MR. YANGALAY: Actually, keeping

of -- where the noney is deposited is a city
policy, CTO. So, | nean, we are at -- | think
we wll go around this thing for a long tine.

W don't have that direct answer to that.

MR. HAVER  So |' muncl ear on your
answer. Are you saying that it is inportant
or are you saying you don't know if it's
i nportant or are you saying it's outside of
the scope of your expertise?

MR. YANGALAY: Actually is a policy
question and we can't -- we don't want to --
we don't know.

MR. HAVER  So would this be
appropriate to ask --

MR. YANGALAY: The general thing
about PWD uses its resources to help the Gty
of Philadelphia, | told you | agreed to that,
and that's why we are here.

Now, the specificity of where the
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1 noney i s banked, | don't think anybody on this

2 panel has that decision, so...

3 MR. HAVER  Ckay.

4 MR. DASENT: M. Haver, the Cty

5 Treasurer's O fice nmakes that deci sion.

6 MR. HAVER So just as long as we're

7 going to clarify, does the Gty Treasurer's

8 Departnment and the water conm ssioner answer

9 to the sane person?

10 MR. YANGALAY: Pl ease repeat it.

11 MR. HAVER Does the City's Treasury

12 Departnment and the City's water comm ssioner

13 answer to the sane person? Are they both

14 controll ed by the mayor of Phil adel phia?

15 MR. DASENT: Utimtely, the mayor,

16 yes.

17 MR. HAVER  Can the Phil adel phi a

18 wat er comm ssi oner ask the nmayor to intervene

19 on these issues?

20 MR. YANGALAY: \Which issues

21 specifically, if I may?

22 MR. HAVER  How t he Water Depart nent

23 spends its noney and where it keeps its noney.

24 MR. YANGALAY: There is -- there

25 iIs -- the City office produces an investnent
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1 policy, so probably we can redirect that to

2 CTO i nvestnent policy, which, you know, has, |

3 t hi nk, much nore say in this kind of matter

4 MR. HAVER  Again, |I'mnot clear on

5 the answer. Can the water conm ssioner --

6 MR. DASENT: The treasurer's office

7 makes the deci sion.

8 MR HAVER |'m sorry.

9 MR. DASENT: The treasurer's office

10 makes the decision here. The Director of

11 Fi nance is above them and so those two are

12 the big players here.

13 MR. HAVER  Can the water

14 comm ssi oner ask the mayor to intervene with

15 those two, quote/unquote, big players?

16 MR. DASENT: (bjection, this is

17 beyond the scope of testinony.

18 HEARI NG OFFI CER CHESTNUT:  Yeabh,

19 don't even understand how anybody coul d

20 possibly answer that. | really don't.

21 MR HAVER Well, it would be a very

22 sinple look at a flowhart. You don't know

23 how t hey can answer whet her the water

24 conm ssi oner can ask the mayor for help --

25 HEARI NG OFFI CER CHESTNUT: | don't
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know what the scope of his responsibilities
are or what he feels appropriate to do.

MR. HAVER  You don't think that
woul d be an inportant point?

HEARI NG OFFI CER CHESTNUT: M. Haver,
what | think about that is irrelevant. What
|"'mtrying to do is just make sure that we
devel op testinony here consistent with
peopl e's testinony so the Rate Board can nake
an i nformed deci si on.

MR. HAVER Al right. 1'Il direct
that to the water conmm ssioner.

Di d anyone fromthe Water Depart nent
ask the procurenment conm ssioner to help find
ways to | ower your purchase costs?

MR. DASENT: (bjection. Again,
beyond the scope of their testinony. The
procurenent policy for the Gty is what it is,
| ooking for the conpetitive bid process to
| oner the costs wherever possible. W've
answered that in discovery.

MR. HAVER  Again, ny question is has
anyone fromthe Water Departnment net with the

procur enment comm ssioner to di scuss these

i ssues. A sinple "yes" or "no.
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1 MR. DASENT: The Operations Panel
2 will be the one to find out how they interact
3 on chem cal prices, materials and supply
4 prices with procurenent.
5 MR. HAVER  Does the Water Depart nent
6 have the capacity to process and sell nore
7 water than it's currently processing and
8 sel ling?
9 MR. DASENT: Pl ease repeat,
10 M. Haver. |'msorry.
11 MR. HAVER  Does the Phil adel phia
12 Wat er Departnent have the capacity to process
13 and sell nore water than it's currently
14 processi ng and selling?
15 MR. DASENT: | don't know who best
16 answers that. |It's either M. Jagt or
17 M. Yangal ay.
18 M. Jagt?
19 MR. JAGI: Subject to -- | would --
20 the appropriate staff to ask is QOperations,
21 but ny understanding is that the permt
22 w t hdrawal s and the capacities within the
23 wat er treatnent plants we have, that, yes,
24 there's -- there is nore -- there is capacity
25 avai |l abl e.
LEXI TAS

215-504- 4622




Water, Sewer, and Storm Water Rate Board

5/ 3/ 2023

124

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

MR. HAVER  Again, | understand that
you are saying subject to check, and I will go
back to the Operati ons Panel and neke sure
that your answer is correct.

MR. DASENT: Thank you.

MR. HAVER  But assum ng for the sake
of argunent that it is correct, ny next
question is, would selling nore water to
wat er -i ntensive industries -- |'msorry,
selling nore water to water-intensive
I ndustries increase water revenues?

MR. DASENT: Qbjection, beyond the
scope of their testinony.

If you pursue it with the Operations
Panel , at | east you have, you know, sonme nexus
with rel evant testinony.

MR HAVER It's a straight-up
revenue question for people who do nodeling.
| f you sell nore, does that increase your
revenues?

MR. DASENT: It's hypothetical,

t hough, M. Haver, because it hasn't happened
yet .
MR HAVER It's a question of the

nodel. Does the npbdel show --

LEXI TAS
215-504- 4622




Water, Sewer, and Storm Water Rate Board

5/ 3/ 2023

125

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

HEARI NG OFFI CER CHESTNUT: It's not a
question of the nodel.

MR. HAVER  Once again, you don't
even let ne finish. Your prejudice is so
clear, you don't even let ne finish ny
sentence and you've junped in. You don't do
that to anyone else. You only do it to the
peopl e who are opposed to the rate increase.
You don't junp in to cut anybody el se off.

HEARI NG OFFI CER CHESTNUT: Wel |, |
didn't do it to M. Ballenger, and he's
opposed to the rate increase.

MR HAVER He is not. He is on
record supporting not one, but two years of
rate increases.

HEARI NG OFFI CER CHESTNUT: M. Haver,
pl ease try to -- everybody here is trying to
be as open and hel pful as possible.

MR. HAVER  Then let ne ask ny
questions. |It's a straight-up revenue

guestion. |If you sell nore, do you bring in

nore revenues, "yes" or "no"?
MR. YANGALAY: M. Haver, let ne
answer that hypothetically. If you sold nore,

assum ng that your cost renmined the sane, of
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course you woul d have net revenue. That's --
| nmean, it doesn't have to be only water; for
any commodity.

So if you sold nore and your cost is
the sane, of course you get nore net revenue.

MR. HAVER  Under the proposed nodel,
does the Phil adel phia Wat er Depart nent
increase its costs for every additional gallon
of water that it sells?

MR. YANGALAY: | -- M. Jagt, please
answer that if you can.

MR JAGT: | can answer that. Wth
the current nodeling, it does not, because
it's based on the budget and actually an
assunption of the spending based on the budget
and actually the budget factors, so...

No, right now, we are not making an
adjustnent to increase -- or |ike increase or
decrease in that vol une.

MR. HAVER  Are any of the
consultants famliar wth any buyi ng co-ops
that are available for water utilities?

MR. DASENT: (Objection, beyond the
scope of their testinony.

HEARI NG OFFI CER CHESTNUT: |If they
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1 can answer it, | think it would be okay. I
2 think you have to establish that there are
3 such buying co-ops, but...
4 MR. HAVER We know from the previous
5 record, we had soneone fromthe buying co-op
6 testify at the public hearing and invite
7 Phi | adel phia Water Departnent to join it. So
8 we know it exists.
9 MR. JAGT: | know of sone ot her
10 utilities that are within states that have
11 them and in sonme occasions they're unable to
12 partici pate because of, you know, the, |ike,
13 legal limt, you know, issues and procurenent
14 i ssues within their own departnent, or the
15 Cty.
16 MR. HAVER So you are aware that
17 t hey exist?
18 MR. JAGI: |In sone areas, Yyes.
19 MR. HAVER Ckay. In limted areas.
20 Does that make you nore confortabl e?
21 MR. JAGT: Correct.
22 MR. HAVER  (Okay. Do they help the
23 water utilities save noney in those limted
24 areas where it's avail able and used?
25 MR. JAGT: | would say it would
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depend on the utility and the scope and scal e
of that utility relative to the co-op, so..

MR. HAVER So would you say it's
possi bl e and plausible that it would save the
utility noney?

MR. DASENT: Wiich is it, possible or
pl ausi bl e?

MR. HAVER  Bot h.

MR. JAGT: | nean, possible, yes,
but, | nean, there would have -- it's not I|ike
there is a magi ¢ wand out there right now
that's going to offer a substantial savings to
t he departnent.

MR. HAVER  And not to be too
unpl easant, because | know the Hearing
Exam ner already finds ne unpleasant. What do
you base that on?

MR. JAGT: Just the tinme frane that
it'"s going to take to put it in place, get
it -- you know, the procedures set up,
establish the contracts invol ved.

MR. HAVER  Have you or your firm
hel ped other utilities join buying co-ops?

MR. DASENT: (bjection, that is

beyond the scope of their testinony.
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1 HEARI NG OFFI CER CHESTNUT: I'Il let

2 himanswer it, if he can.

3 MR DASENT: Okay.

4 MR, JAGT: |'mnot aware of any.

S Ann, are you?

6 MR. HAVER Well, the reason for the

7 guestion is, I'mjust curious how you know how

8 long it takes to beconme effective if you

9 haven't gone through the process.

10 MR, JAGT: Just famliar with --

11 M5. BU: So the answer -- |I'msorry,

12 Dave, go ahead.

13 MR. JAGT: Just famliar with the

14 contracting within the city and the processes

15 i nvolved. And especially if it's for a

16 | onger-termtype contract which has to go

17 t hrough, you know, specific entities within

18 the city.

19 MR. YANGALAY: Yeah. [|f | may,

20 M. Haver, we -- PW, we are all into save

21 cost. | remenber in FY '21 there is a

22 COSTARS, which is a procurenent co-op at the

23 state level. PWD conmunicated with the

24 procurenent departnent and we're told that we

25 could not procure from-- through the COSTARS.
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1 It came up again, | think, a week ago. W

2 went back to procurenent to find out whether

3 anyt hi ng has changed that we can procure from

4 COSTARS.

3) We are still in discussion with

6 procurenent to see whether there's any

7 flexibility we can procure from COSTARS. Wen

8 we receive any information on cost saving, we

9 try to go and find whether PWD can benefit.

10 MR. HAVER  So based on your

11 testinony, the Water Departnent can contact

12 the procurenent comm ssioner and the

13 procurenent office; is that correct?

14 MR. YANGALAY: Yeah, we did -- we had

15 a contact with them and they respond at a

16 tinme in 2021 that we --

17 MR HAVER Right. 1'd |ike another

18 transcript request. 1'd like a copy of that

19 meno or opinion or whatever it is --

20 MR. YANGALAY: It was an e-mail .

21 MR. HAVER -- that told the Wter

22 Departnent --

23 "1l take the e-mail.

24 MR. YANGALAY: (kay. Thank you, sir.

25 MR. HAVER  Again, on page 9, lines 4
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through 5 -- and it would be nuch sinpler if |
read it, PW 2A. It says: The Ceneral Fund
rei mbursenent decreased fromprior rate case
projections of 6.772 mllion to 6.49 mllion.

Way, is ny question.

MR. DASENT: It would be alittle
easier for some of us who need to see the
witten word. It's on page 2A on what -- |I'm
sorry, statenent 2A on page --

MR. HAVER Page 9, lines 4 through

MR. YANGALAY: Page 9. I'mtrying to
get in.

MR. DASENT: That refers to Ceneral
Fund rei nbursenents decreasi ng?

HEARI NG OFFI CER CHESTNUT: Are you
tal ki ng about workforce costs increasing?
Because that's |ine 23 on page 9.

MR. HAVER  Ceneral Fund
rei mbur senent, what M. Dasent was
ref er enci ng.

MR. YANGALAY: \Wiere is that we are
trying to --

MR. HAVER M. Dasent has it.

MR. DASENT: The second bull et point,
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General Fund rei nbursenent decreased. That's
the bullet.

MR. YANGALAY: Page 9? Page 9 of 267
"' mon page 9.

MR. DASENT: Yeah, at the top, the
second bul |l et.

| think M. Haver read it correctly,
General Fund rei nbursenent decreased from
power rate case projection of 6.772 mllion to
6.490 mllion.

And this --

MR. JAGT: This is a reduction in the
costs charged to the departnent in the General
Fund rei mbursenment. So it reflects the
reduction and costs that the General Fund is
chargi ng the departnent.

That anmount changes year to year and
Is subject to, you know, the services provided
during the year.

MR. HAVER  \Wat services does the
Ceneral Fund provide to the Water Depart nent
that the General Fund charges the Water
Departnment for?

MR. JAGT: There's -- wthin that

transfer, there's --
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1 MR HAVER |I'msorry, | didn't

2 understand that, your sentence.

3 MR. JAGT: | didn't get to conplete

4 it.

5 MR. HAVER Right. The words were --

6 | didn't understand your words. |'msorry.

7 MR JAGI: Okay. I'mtrying to | ook

8 up the makeup of that, but if there's --

9 MR. YANGALAY: W can --

10 MR. JAGT: There are -- | nean, in

11 general, there's -- there are larger transfers

12 that are already identified within the

13 nodel i ng, and the |arger anmobunts. These are,

14 you know, smaller transfers to, |ike other

15 smal | er departnents |like fleet, procurenent,

16 and ot her cost centers. So we can provide the

17 list and the supporting for that anount.

18 MR. HAVER Ckay. And again, | was

19 aski ng what services does this CGeneral Fund,

20 the City's, provide for the Water Departnent

21 that the Gty bills the Water Departnent for?

22 MR. DASENT: W can certainly provide

23 that. | mean, there are nmultiple departnents

24 that -- and there are charges related to that,

25 whether it's the | aw departnent or the

LEXI TAS
215-504- 4622




Vater, Sewer, and StormWater Rate Board 134
5/ 3/ 2023

1 Director of Finance or -- | think indemities

2 is under that. But there's just a |ot of

3 transfers.

4 So we can identify that. It wll be

5 easier than trying to list themall now.

6 MR. HAVER  Ckay. |If one of those

7 bills were not to be paid, what woul d happen?

8 MR. YANGALAY: Pl ease repeat it.

9 MR HAVER |If one of the bills from
10 the Gty to the Water Departnent was not to be
11 pai d, what woul d happen?

12 MR. YANGALAY: |f you owe sonebody

13 and you don't pay them | think is -- what

14 happened | ast year depends on the project as a
15 responsi bl e departnment would try to settle our
16 obl i gati ons.

17 MR. HAVER  Wuld it have any i npact
18 on bonds?

19 MR. YANGALAY: |'mnot an expert in
20 bonds, but...

21 MR HAVER So let's let the experts
22 on bonds answer the question.

23 MR. YANGALAY: | was talking to the
24 obligation, and we also bid a General Fund for
25 services we provide to them water, and
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Ceneral Fund can pay us for services they
provide to us. So it goes both ways.

MR. HAVER Wuld it have any i npact
on the bonds if the Water Departnent declined
to pay for any of those bills?

MR. DASENT: Perhaps M. N ssen can
address that.

MR. NISSEN. M. Haver, | don't know
specifically if a failure to nake a paynent to
the Gty that's due and payabl e woul d
constitute an event of default under the
| i neage of defaults that are articulated. |
woul d have to go back and | ook at that.

MR. HAVER  Coul d you provide that,

pl ease?

MR. NI SSEN.  Yes.

MR. DASENT: And ny question is, is
it a default if the Cty -- if the Water

Departnent does not pay the Cty its
obligations according to -- I'mtrying to
think how to fornul ate the question.

M. Nissen, do you understand the
questi on?

MR. NISSEN: | do understand the

guesti on.
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MR. DASENT: Ckay. W're fine, then,
M. Haver.

MR. HAVER  Now, | think that you
were explaining this before. | just want to
make sure | understand.

Page 9, lines 7 through 9, still from
PWD 2A.

MR. DASENT: What's the question?

MR HAVER So this $15 million was a
surplus that was put in the Rate Stabilization
Fund. 1Is this the noney that the transfer
or di nance was referenci ng?

MR. DASENT: M. Jagt.

MR. JAGT: Yes, it was the planned
revenue supporting the budget increase.

MR. HAVER  To be clear, the Vater
Depart nent had excess revenues. It decided to
put themin the Rate Stabilization Fund, and
then it needed city council to approve taking
the noney out of the Rate Stabilization Fund
to use it; is that your testinony?

MR JAGI: Can you repeat your
st at enent ?

MR HAVER Yes. Is it your

testinmony that the $15 mllion was an
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overcol l ection that was placed into the Rate
Stabilization Fund that the \Water Depart nment
needed city council's approval to w thdraw the
noney fromthe Rate Stabilization Fund and use
it for its budgetary needs?

MR JAGT: No.

MR. HAVER Ckay. So then is it your
testinony that the water conm ssioner can nove
noney in and out of the Rate Stabilization
Fund as he or she sees fit?

MR. YANGALAY: Let ne nake a quick
clarification on the 15 mllion. | stated in
the testinony, we al so save sone cost because
of delay in projects. So the 15 mllion was
not only nore revenue; it was because we have
saved on costs because of the delay in
projects, which we started in the 15 mllion
process that was transferred to the Rate
Stabilization Fund.

MR. HAVER  Thank you for that
clarification.

Again, is it your testinony that the
wat er conmm ssi oner can, w thout needing city
council's approval, put noney into the Rate

Stabilization Fund or withdraw noney fromthe
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Rate Stabilization Fund?

MR. DASENT: Technically, that's a
| egal question. | think we have answered t hat
in discovery. And if anyone knows, it's in
the discretion of the water conm ssioner, but
that's a |l egal question. 1'Il try to provide
t hat answer for you.

MR. HAVER  There seemto be a few
| awyers fromthe Water Departnent on. |'m
waiting for one of themto --

MR. DASENT: Well, that's nme. | just
answer ed you.

MR. HAVER | did not understand your
answer. It's a sinple yes-or-no question.

MR. DASENT: It's within the
di scretion of the water conm ssioner at the
end of the fiscal year to nake transfers in
the Rate Stabilization Fund, and M. Yangal ay
can correct ne if |'m wong.

MR. YANGALAY: Yes. And that
di scretion is constrained. One of the
constraints as we are discussing is we have a
target for the Rate Stabilization Fund, which
in 2018 was 135. So the water conm ssioner

cannot just go and clear out the Rate
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Stabilization Fund because it's discretionary.
And there are other constraints, financial
constraints, that can restrain how nuch he
just go and transfer.

MR. HAVER  So goi ng back to the
transfer ordi nance then, the transfer
ordi nance wasn't to nove noney fromthe Rate
Stabilization Fund back to the Water
Departnent. W' ve nade that clear. So the
guesti on goes back again, what was bei ng
transferred, fromwhere to where?

MR. DASENT:. Asked and answer ed,
obj ecti on.

HEARI NG OFFI CER CHESTNUT: If he can
clarify, that's okay. | nean, it has been
asked and answered, but obviously M. Haver
still has sone questions about it.

MR. DASENT: M. Jagt, you spoke to
that before, the nechanics of the transfer
ordi nance and what it actually neans in that
name.

MR. YANGALAY: Let ne just --

M. Haver, let nme just probably try to nake,
you know, the sane clarification | have nade

before. The transfer ordinance is going to
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1 city council and say, |ook, mnmy budget will be
2 short. | need additional noney for
3 operations. So city council approved that.
4 At the end of the year, we tally al
5 of our expenditures, our revenue, and see if
6 there has been increase in expenditure above
7 what was projected that would make a transfer
8 fromthe Rate Stabilization Fund. So what we
9 did as city council was just to authorize us
10 to i ncrease our spending.
11 MR. HAVER  Yes, sir, but you -- the
12 record reflects that you didn't need the
13 aut hori zation; the water conm ssioner could
14 have done that w thout the transfer ordinance.
15 MR. YANGALAY: W have to -- if you
16 have to do -- you have to increase your
17 expenditure by a city budgeting procedure, you
18 woul d have to get authorization fromcity
19 council. That's why we went for the m dyear
20 or di nance.
21 MR. HAVER M. Dasent just said it
22 was the purview of the water conm ssioner to
23 transfer noney in and out, and now you are
24 saying it's not the water comm ssioner; it's
25 city council. Wichis it?
LEXI TAS
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1 MR. YANGALAY: | was tal king,
2 M . Haver, about a m dyear ordi nance.
3 MR. HAVER  Well, once again, let ne
4 try and ask it, and then | wll nove on.
5 MR YANGALAY: Yes.
6 MR. HAVER M. Dasent has said that
7 the water comm ssi oner can nobve noney in and
8 out of the Rate Stabilization Fund. You
9 yoursel f have said, yes, that's true, but
10 there are certain constraints.
11 Now you're testifying that the reason
12 why there was a transfer ordinance introduced
13 to city council was to get perm ssion to do
14 just that, take noney out of the Rate
15 Stabilization Fund and use it to cover costs.
16 MR, YANGALAY: No. Now --
17 MR. HAVER |'m sure the hearing
18 reporter can read back your testinony, sir, if
19 you need sone hel p recalling.
20 MR. JAGT: There are two sides of
21 that. So the transfer ordi nance increases the
22 expendi tures, but because you need a bal anced
23 budget, it has to show the revenue adj ust nent
24 on the other side.
25 The revenue adjustnent is -- the
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i ncrease in the expenses was bal anced with an

anount in the Rate Stabilization Fund. It's
not -- it doesn't happen, it doesn't draw on
it imediately. It's just to showin the

budget that it's -- you have the pl anned
resource to cover the additional expenses.

MR HAVER Wiy is there --

MR. JAGI: At the end of -- go ahead.

MR. HAVER Wy is there a need for a
transfer ordi nance?

MR. JAGT: The departnent was
experienci ng expenses that were going to be
above their authorized spending limt. The
counsel approves the budget, it provides them
with an authorization to spend up to a certain
amount .

Based on -- you know, for certain
cost categories, |like chemcals, electric,
gas, things they were going to need to
continue to produce water throughout the year,
by the end of the year, they were anticipating
that they would be over the budget Iimts, so
t hey were goi ng back to council for
aut hori zation to increase those spendi ng

anounts.
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1 So everybody is giving you the right

2 answer; it's just Lawence was speaking from

3 the expense side; Andre is giving you the

4 answer fromthe revenue side. Because

5 ultimately, at the end of the year, to bal ance

6 the expenses, there's going to have to be a

7 deci sion to be made based on the financi al

8 policies, like Lawence is saying, on how nuch

9 IS going to be transferred fromthe rate

10 stabilization to support this year's expenses.

11 MR. HAVER  Coul d the Water

12 Depart nent have asked for nore?

13 MR. DASENT: Based upon what ?

14 MR. HAVER |'m aski ng under --

15 forgive ne, M. Jagt. Jagt, is that howit's

16 pronounced?

17 MR. JAGT: Jagt, |ike the boat.

18 MR. HAVER  Jagt, forgive ne. |

19 apol ogi ze.

20 So based on what M. Jagt just said,

21 it appears that the Water Departnent sets the

22 anmount that it asks for in the transfer

23 ordi nance; is that correct, a correct

24 under st andi ng?

25 MR. YANGALAY: Well, it have to be --
LEXI TAS
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1 MR HAVER | was directing it to

2 M. Jagt. |It's his testinony.

3 HEARI NG OFFI CER CHESTNUT: They're

4 presenting as a panel. So if M. Yangal ay can

5 answer that better, let himtake a shot at it.

6 If M. Jagt wants to answer, that's fine too.

7 MR JAGI: | was going to say that's

8 ny understanding. But M. Yangal ay woul d

9 certainly know nore, because he's --

10 MR HAVER |'msorry. Your

11 understanding is they have discretion in how

12 much they ask for; is that correct?

13 MR, JAGI: Well, they established the

14 esti mate of what they needed and requested

15 t hat anount.

16 MR HAVER Right. At their

17 di scretion?

18 MR. YANGALAY: It has to be

19 justified.

20 MR. JAGT: Right, justifiable.

21 MR. HAVER  Understood. It has to be

22 justified, but they have discretion; is that

23 correct?

24 MR. YANGALAY: Depending on the ask.

25 Di scretion is part of managenent.
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MR. HAVER  Ckay. Thank you.

Agai n, page 12 through 13, |lines 22
to 5.

Does Your Honor want to take a break?

HEARI NG OFFI CER CHESTNUT: Well, how
much nore do you have?

MR HAVER  Well, |I'mon page 6 of
10.

MR. YANGALAY: Page 6 of 10. Wat is
t hat ?

MR. DASENT: | think those are
M. Haver's notes.

HEARI NG OFFI CER CHESTNUT: That's
your pages of cross?

MR. HAVER Yes. |'mon page 6 of --
|'"'mon the bottom of page 6 of 10 pages.

HEARI NG OFFI CER CHESTNUT: Wl |, |
don't know, how nmuch nore is that? Another --

MR HAVER | would estimate a hal f
an hour because | believe a nunber of these
guestions you are going to be telling ne are
oper ati onal questions.

HEARI NG OFFI CER CHESTNUT:  You know,
you don't have to be so antagonistic,

M . Haver, because if you ask a question and
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1 it's not the right panel, |I'msure we could
2 probably nmake arrangenents to have sonebody
3 come back and answer it, you know.
4 If you don't ask these people, you
5 ask an Operations Panel a question but it
6 turns out it should have been answered at this
7 one, |I'msure that arrangenents could be nade.
8 W're trying to be flexible here.
9 MR HAVER It's not like -- that is
10 not ny experience.
11 HEARI NG OFFI CER CHESTNUT: | know,
12 you're going to --
13 MR. HAVER  That is not ny
14 experi ence.
15 HEARI NG OFFI CER CHESTNUT: -- but
16 that's okay. Fine. GCkay. But that is
17 actually the case. So --
18 MR HAVER | did not realize you
19 were the arbitrator of objective reality, as
20 wel | as your -- as well as your profession of
21 bei ng a hearing exam ner, you are now a
22 phi | osopher and you can tell ne what objective
23 reality is.
24 MR. DASENT: We're happy to push
25 ahead, Your Honor.
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HEARI NG OFFI CER CHESTNUT:  Yeah, why
don't we just go ahead. 1'd really like to
wap this up and take a | onger break.

MR. HAVER  Ckay. Pages 12 through
13, lines 22 on -- it starts at |line 22,
follows to the next page, 13, to line 5.

MR. DASENT: Ckay. Those are
financial netrics. GCot it.

What is your question?

MR NI SSEN. M. Haver, can you
repeat the reference?

MR HAVER |'msorry, yes. Again,
testinony PWD 2A, pages -- the bottom of
page 12, line 22 to the end, starting on the
top of page 15 to line 5.

MR. NI SSEN. Thank you.

MR. HAVER Do you need nore tinme or
should | start asking?

VR. DASENT: Wat's your question?

MR. HAVER  \Wat alternatives did the
Phi | adel phia Water Departnent or its
consul tants exam ne before coming up with this
pr oposal ?

MR. DASENT: This proposal is based

upon netrics that were approved by the Rate
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Board in the 2018 rate determ nation. That's
the foundation. The wi tnesses can start from
t here.

M. Jagt? I1'msorry, unless
M. N ssen wants to speak. |'msorry.

MR. NI SSEN:. We woul d reviewthe
nmetrics that are considered by the rating
agenci es that represent the natters they
consider in calculating their credit ratings.
And those would be the primary netrics we
woul d consider with respect to those points
that are articulated at the top of page 13,
specifically lines 1 through 6, | think it
Is -- or 1 through 4.

PAYGO fundi ng, debt service coverage
rati os, mninmumreserve requirenents.

MR. HAVER So what alternatives did
you | ook at to what you've proposed?

MR. NISSEN: | don't know that

there's alternatives. W would | ook at what

Is considered to be best practices in order to

achieve the credit ratings that the Water
Departnent considers to be inportant to
effectively and efficiently access the capital

mar ket s.
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MR. HAVER  So, again, just for
clarification, there are no alternative nodels
that you | ooked at and rejected; is that
correct?

MR NI SSEN: Correct.

MR. HAVER  Thank you.

You continue to talk about the credit
ratings as testinony is very concerned about
the confort of the bondhol ders.

Do the bond rating agencies and the
bondhol ders' confort have anything to do with
how wel |l run a utility is?

MR. DASENT: M. Nissen, if you can
answer that, | don't want to object.

MR. NI SSEN. Can you rephrase the
guestion? | don't understand its premn se.

MR HAVER So let ne break it down.
Am | correct that the Water Departnent and its
consultants are very concerned about the
confort of the bondhol ders?

MR. NISSEN: | would state that the
Wat er Departnent is concerned about its credit
rating. | would be -- | would indicate that
the use of the term "bondhol ders" in this

cont ext means prospective bondhol ders, or
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1 those that will need to be sought in order to

2 be able to efficiently sell future revenue

3 bond i ssues.

4 MR. HAVER Al right. Does the

5 Wat er Departnent's testinony in all its

6 various forns reference the confort of the

7 bondhol ders as a reason for increasing the

8 debt coverage rati o?

9 MR. NISSEN. As | indicated,

10 beli eve that the use of the parlance of

11 "confort of bondhol ders” to mean confort of

12 prospective bondhol ders.

13 MR. HAVER  Ckay. But ny question

14 was, is that a concern of the Water Depart nent

15 and its consultants, the confort of

16 prospective bondhol ders?

17 MR. NISSEN. Wth the know edge t hat

18 the Water Departnent needs to access capital

19 markets to efficiently borrow funds for future

20 revenue bond issues, the confort of

21 prospective bondholders is relevant to them

22 participating in those bond sales and to them

23 participating at interest rates that are

24 relatively attractive for the benefit of the

25 Wat er Depart nent.
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MR. HAVER  Thank you. Does the
efficiency of a utility have anything to do
with the confort |evel of prospective
bondhol ders?

MR. DASENT: M. Nissen, if you know.

MR. NISSEN: | don't know that | can
answer that question.

MR. HAVER |s there anyone el se on
t he panel who can answer that question?

HEARI NG OFFI CER CHESTNUT: Can you
explain why you can't answer that question?
Is it the prem se that you have problens wth?

MR. NI SSEN. Can you state the
guestion again one nore tine? Sorry, let ne
t hi nk one nore tine.

MR. HAVER Ckay. |1'Ill try and nake
It sinpler and not waste nore tine.

Do bond rating agenci es and
prospective bondhol ders consi der the
efficiency of the utility for which they are
t hi nki ng about buyi ng bonds or rating bonds?

MR. NI SSEN: Can you define
efficiency?

MR. HAVER How well run it is

accordi ng to benchmarks.
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MR. NI SSEN. Can you defi ne what "how

well run it is" means?

MR. HAVER  According to national
benchmar ks.

MR. NI SSEN: That still doesn't
define it. Wat the rating agencies | ook at
are specific netrics. Debt service coverage,
debt-to-revenue ratios, size of the service
area, of -- a large nunber of those.

MR. HAVER So the --

MR. NI SSEN. The, quote, "efficiency"
as you've defined it is not, to ny know edge,
one of the netrics they consider in devel oping
their credit ratings.

MR. HAVER  So from your point of
vi ew, based on your testinony, the Water
Departnent's bond rating and the confort of
prospective bondhol ders, that has no
correlation to how well run the Water
Departnent is; is that correct?

MR. DASENT: He did not say that.

MR. NI SSEN: You used the term
"efficiency.”" | think that as you phrased it
there is slightly differently, and | think

that runs to a consideration of managenent.
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Managenent very nuch is a consideration of the
rating agencies, and specifically, the Water
Depart nent al ways gets very high ranks from
the rating agencies, explicitly with respect
to their managenent.

MR. MATTHEWS: Yeah, | absolutely
occur. (Operations and managenent is a factor.
It is not the biggest factor. Certainly the
ratios, as M. Nissen said earlier, and the
coverage factors are the primary driver, but
the -- the PW al ways recei ves outstandi ng
reviews in terns of its operations and
managenent .

MR. HAVER |s affordability of the
bills an issue for the confort of prospective
bondhol ders and bond rati ng agenci es?

MR NISSEN. | would say that it's
relevant and it's a consideration. The use of
the term"an issue" has a connotation to it,
in my opinion. So it is a factor that they
concern. Affordability is certainly a factor
that is considered.

MR. MATTHEWS: It's a factor in the
rati ng, not necessarily the bondholders. It's

a factor in the rating.
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MR. HAVER Don't the ratings have
sonething to do with whether soneone buys the
bonds and the interest rate that's paid?

MR. NISSEN: It's a factor to
prospective bondhol ders.

MR. HAVER  Okay. Thank you.

Over the next five years, what are
the projected amobunts in the Rate
Stabi lization Fund?

MR. DASENT: M. Jagt?

MR. JAGT: During the rate case, |
know we projected it to remain relatively

stable. W did start to show an | ncrease

going forward to reflect the tine value of the

noney and the fact that, you know, in order to

mai ntain a reasonabl e | evel of working
capital, or reserves, as the Cty's expenses
continued to increase, it was reasonable to
I ncrease the reserves to nake sure they have
an appropriate anmount. So | can't give you
t he exact nunbers.

MR HAVER It's all right. If you
have it, that's fine. |'mjust again asking,
Is it your testinony that based on your

nodel i ng the anbunt in the Rate Stabilization
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1 Fund will increase over the next five years,

2 and will it increase beyond the target set by

3 the Water Rate Board?

4 MR. JAGI: W devel oped a financi al

5 plan that reflected the reconmendation that it

6 be considered for increasing the target

7 bal ance to reflect the fact that the operating

8 costs of the departnment have increased,

9 reserves should be adjusted to reflect that,
10 and it's nore of a suggestion for the Board to
11 consider in the long run.

12 Because we're not suggesting it

13 during the current rate proceeding; we're just

14 showi ng the reality that it is something that

15 the Board shoul d consi der noving forward.

16 MR. HAVER Now |I'm | ost agai n.

17 Don't the rates that you' re reconmmendi ng have

18 sonething to do with how nmuch is in the Rate

19 Stabilization Fund?

20 MR. JAGT: |If you |l ook and see the

21 years that we're -- that it has a primary

22 I npact on, it does not. Because we are

23 showi ng that it maintains at just under the

24 target 135 through fiscal year 2025.

25 There is a slight -- there is an
LEXI TAS

215-504- 4622




Water, Sewer, and Storm Water Rate Board

5/ 3/ 2023

156

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

uptick in 2026, but not likely to be due to
the increase from2025. You know, there is a
proposed increase -- or a projected increase
in 2026 reflected in our financial

proj ections.

MR. HAVER  So ny question was: |Is
there a correlation between rates and npbney in
the Rate Stabilization Fund.

MR. JAGT: Yeah, because if you don't
establish the rates -- (crosstalk) --

MR. HAVER  (Ckay. GCot it.

MR. JAGT: -- at a sufficient anount,
you have to -- (crosstal k) --

MR. HAVER  How much is --

MR. JAGT: -- requirenent.

MR. HAVER How nuch is currently in
the fund as of today? Do you know?

MR, JAGIT: Approximtely
138.9 mllion or alnost 139 mllion.

MR. HAVER |Is any of that already
set aside for expenses? Is it encunbered in
sone way?

MR. JAGT: | would say there are
encunbrances against it, |ike the transfer

we' re referencing, but --
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MR. HAVER  How much is that
encunbr ance?

MR. JAGT: That's the nunber that
we' ve said before that we'd have to pull the
transcript -- or the ordinance and get the
exact nunbers.

MR. HAVER  And just to be clear, the
target is 130 mllion, set by the Water Rate
Board; is that correct?

MR. DASENT: That's not correct,
but --

It's 135 in the 2018 rate
det erm nati on.

MR. JAGT: | believe -- the Rate
Board woul d probably say it's 150 mllion in
conbi ned total with the 15 mllion in the
Resi dual Fund, and it's the math that gets you
to the 135 target for --

MR. HAVER  How nmuch is currently in
t he Resi dual Fund?

MR. JAGI: Right around 15 mllion.

MR. HAVER  Are any of the
consultants famliar wth the Public Bank of
Nort h Dakot a?

MR. DASENT: Apparently not. And
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1 note our objection to this reach is well

2 beyond the record and well beyond their

3 particul ar testinony.

4 HEARI NG OFFI CER CHESTNUT: It is, but

5 if they can answer it, | mean, none of them

6 are suggesting using a public bank, but...

7 MR. DASENT: M. Jagt? You can

8 answer "yes" or "no."

9 MR. JAGT: Not aware. Not famliar

10 with that.

11 MR. HAVER M. N ssen?

12 MR. NI SSEN:. Likewi se, | am not aware

13 of the institution you referenced.

14 MR HAVER M. Merritt?

15 MR MERRITT: [|'m not aware.

16 MR. HAVER M. Matthews?

17 MR. MATTHEWS: |'m not aware either.

18 MR HAVER |If you were nade aware of

19 a bank that can offer significantly -- can

20 offer loans at significantly |ower interest

21 rates than what the current narket -- you're

22 projecting in the current market, would that

23 be of interest to you?

24 MR. DASENT: When you're tal king

25 about loans, is this -- I"'mtrying to put it
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in context of this proceeding.

MR HAVER I'Il try and --

MR. DASENT: You nean bonds or --

MR HAVER | wll try and nake it as
cl ean as possi bl e.

If you were able to find a | ower cost
of capital for the Water Departnent, would
that be of interest to you?

MR. DASENT: Let ne object because
this is beyond the scope of their testinony
and the purview or their authority. The city
treasurer's office would make a determ nati on
as to that. But if soneone has sone insight,
| want to -- |I'Il reserve ny objection.

MR. YANGALAY: M. Haver, | was
trying to follow your question. If it is what
It would be for us to entertain | ow cost
financing, I will vote yes, that we woul d want
to reduce our cost.

MR. HAVER  Are any of today's panel
aware of the legislation to create a public
bank in the city of Phil adel phia?

MR. YANGALAY: | read about it, |
think, a week ago, when | cane to one of the

di scoveries, and | understand the
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recommendation is made, and there has been no
decision to that effect. That is as nuch as |
know.

MR. HAVER To the best of your
know edge, woul d having a public bank in
Phi | adel phia | ower the cost of capital for the
Phi | adel phi a Wat er Depart nent ?

MR YANGALAY: | can't say. | nean,
j ust because having an institution does not
nmean it's going to be efficient fromits start
or it's going to be efficient going. Those
are questions that if the public bank is
establ i shed and gave us a cost of financing
that is very conpetitive, | think we can --
there is no reason why we shouldn't go for
t hose ki nd of funding.

MR. HAVER  Thank you.

MR. YANGALAY: You're wel cone.

MR. HAVER | apol ogize, | don't have
acite for this section, so |I'mgoing to not
read it. |'ll just ask the follow up
guesti on:

When does the Phil adel phia \Water
Departnent | ook at cutting operational costs?

MR. YANGALAY: Pl ease repeat.
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1 MR. HAVER In what tinme frane,

2 before, during, or after requested -- a

3 requested rate increase, does the Phil adel phia

4 Wat er Departnent | ook at cutting operati onal

5 costs?

6 MR. DASENT: The Operations Panel

7 shoul d speak to that.

8 MR. HAVER  kay.

9 MR. DASENT: That's M. Jewell, Ben

10 Jewel | .

11 HEARI NG OFFI CER CHESTNUT: If they

12 can answer this. | -- sonebody did talk about

13 how t hey budget and | ook for -- to justify

14 budget itens. |'mnot sure who actually

15 testified to that.

16 MR. YANGALAY: If | may, we are

17 continually looking for a way to be efficient.

18 W are not waiting for a particular tine to

19 say let's be efficient. This is part of our

20 system is -- | nean, budget efficiency, cost

21 managenent, is part of our systemfromthe

22 start of the budget down to procurenent, which

23 has to be conpetitive.

24 So it's been in our operations. So

25 there is no -- so we can't wait for 2026 to
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1 start being efficient. |It's part of our

2 pr ocess.

3 MR. HAVER Do you have any witten

4 proposals for cutting operational costs that

5 you have reviewed in the |ast fiscal year?

6 MR. DASENT: We're tal king about

7 operational costs. That is definitely for the

8 Oper ati ons Panel .

9 MR. HAVER Let's just --

10 M. Yangal ay --

11 MR. DASENT: The proposal deals with

12 operations, the nmechanics of the day-to-day

13 plant and facility operations. That's theirs

14 in the first instance to answer.

15 MR. HAVER Right. M. Yangal ay

16 referenced that they're always | ooking, so |I'm

17 asking what is he |ooking at? What proposals

18 is he looking at?

19 MR. YANGALAY: We | ook at everything.

20 MR. HAVER Right. In what forn®

21 Are they witten?

22 MR. YANGALAY: |f, for instance,

23 sonebody want there to procure anything, they

24 send an RFP out -- that's a request for

25 proposal -- it's out there. | nean, if they
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215-504- 4622




Water, Sewer, and Storm Water Rate Board 163

5/ 3/ 2023
1 send out a proposal, it is reviewed; we |ook
2 at the nost cost-effective, the nore
3 responsive. So for our procurenent, it goes
4 through this quality control process.
5 If there's a specific procurenent you
6 want to refer to about cost savings, cost
7 rationalization, it's just part of our
8 pr ocess.
9 MR. HAVER  Sir, |'m asking
10 specifically for the proposals that the
11 Phi | adel phia Water Departnent has | ooked at to
12 save operational costs. You said you're
13 al ways | ooking at that. |'masking for those
14 witten proposals.
15 MR. YANGALAY: The -- the efficiency
16 of the systemis built through our procurenent
17 process, our hiring process. So all of the
18 processes we have built-in efficiency. So
19 except if there is less specific, but it's a
20 continual quality process we built into our
21 system
22 MR. HAVER Right, | understand that.
23 But I'"'masking if there are specific witten
24 proposals. Are there specific witten
25 proposal s?
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MR. YANGALAY: Do you nean in all of
our procurenent processes?

MR. HAVER  Well, sir, you' ve nade it
cl ear you don't control procurenent. You've
made it clear that the procurenent departnent
controls procurenent. So asking you about
procurenent, to ne, seens |like a waste of
tinme.

"' m happy to continue asking you
about it, but |'ve already been rul ed out of
order. |1've already been told by your counsel
that you have no control over it. You
woul dn't even let ne ask the question of
whet her the procurenent conmi ssioner and the
wat er comm ssi oner answered to the sane
person. | had to reach around the corner to
get that out.

So | don't want to ask you any nore
guestions about procurenent. |'m asking you a
speci fic question: Have you reviewed any
proposal for cutting operational costs in the
| ast fiscal year?

MR. DASENT: The Operations Panel
will be alot closer to this and can nmake that

particul ar assessnent for you, even refer to
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1 answers -- | nean refer to specific points.
2 HEARI NG OFFI CER CHESTNUT: Let ne
3 ask. Are you tal king about sone kind of
4 overal |, departnent-w de cost-cutting plan?
3) Because it sounds |like what M. Yangalay is
6 saying is that procurenent itself makes sure
7 that they get the | owest cost for the itens
8 t hey procure.
9 MR. HAVER | am aski ng about the
10 reference that M. Yangal ay nade that they're
11 al ways | ooking for ways to cut costs, and | am
12 expl ori ng what that neans. How does t hat
13 happen? |Is there a proposal? 1|s there
14 sonet hing that he's exam ned? And then if he
15 has, | would like that to be part of the
16 record.
17 MR. YANGALAY: As | say, you have
18 request for proposal. That is if you wanted
19 to, say, procure a consultant or material,
20 we'd put it out there for conpetitive bid.
21 And we believe that in the process of
22 conpetitive bidding, you get the best price
23 and the best servi ce.
24 MR. HAVER Sir, |'m not asking about
25 procurenment. |'m asking about proposals that
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you have seen that have conme across your desk
that are proposals to cut costs through
changes in operations. Have you seen one of
t hose proposal s?

MR. DASENT: All proposals go through
a procurenent process. That's what he's
saying. And the procurenent process demands
that he go with the lowest bid. So in the
sense of buying chemcals or finding naterials
or | aboratory services and all of -- and the
Oper ati ons Panel speaks to all of this; they
| ook for the | owest possible price. And
that's what we're tal king about.

HEARI NG OFFI CER CHESTNUT: | don't
think this wtness is the one to tal k about
operational efficiencies. Are you,

M. Yangal ay? Because it doesn't seemlike
it.

MR. YANGALAY: | do want to talk
about it. | wanted to talk about -- and
that's what |'ve tried to present is the
overal | managenent phil osophy of our
efficiency. | nmean, the overall process,
that's the process it goes through. It's an

efficiency that this bid included process. So
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1 iIf we want -- specifically we want to talk
2 about chemical or that thing are really
3 Oper ati onal Panel could provide nore specific
4 exanpl es.
5 MR. HAVER  And |'m aski ng about has
6 M. Yangal ay reviewed a specific proposal to
7 cut costs. It's a sinple yes-or-no question.
8 W' re wasting a lot of tine.
9 HEARI NG OFFI CER CHESTNUT: It's not a
10 sinpl e yes-or-no question because of the
11 premse. | think the problemis that it's not
12 answerable. He has to establish that there
13 was sone kind of plan first. | don't
14 understand how there's a context for this,
15 t hough.
16 Maybe the Operations Panel can tell
17 you how they | ook for cost-cutting neasures.
18 But M. Yangal ay has answered this nultiple
19 times at this point.
20 MR. HAVER | don't believe he has.
21 He referenced it. | was happy to go with the
22 (perations Panel. He said he knew about it.
23 | ' m aski ng hi mwhat he has revi ened.
24 I f the answer is he has not reviewed
25 anyt hi ng, then he has not reviewed anything
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and then | can nove on.

MR. DASENT: He's given you the
extent of his know edge as to the specific
i ssue. We've also answered in discovery about
different things |Iike PennVest |oans and
di fferent other applications to | ower our
costs on his side, in the Financial Panel.

But if you want to tal k about operations,
that's a different panel.

HEARI NG OFFI CER CHESTNUT: Do you
have anot her question?

MR. HAVER Yes. Are you ruling that
| can no | onger ask M. Yangal ay about what
cost-cutting proposals he's revi ewed?

HEARI NG OFFI CER CHESTNUT: |'mruling
that you' ve already asked him He's already
answered and it's tine to nove on.

MR. HAVER Ckay. Can you explain to
me, if PWD receives the rate hike it
requested, what is the econom c incentive --
"' m not tal king about public policy; |I'mnot
tal ki ng about people well intentioned. |[|'m
asking what is the econom c incentive for the
Wat er Departnent to | ower costs, increase

coll ections, or take any other action, if it,
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through this rate increase, it already is
receiving all of the noney it needs for
operations for fiscal year '24 and '25?

MR. DASENT: M. Jagt?

MR. JAGT: | nean, | would refer to
the projected financial plan and show that,
you know, any savings that can be identified
hel p reduce the future revenue increases for
t he departnent.

So as Lawence has indicated, the
departnent's processes continuously | ook for
savings to realize. | nean, QOperations can
get into this nore. |I'msure there is pilot
studies that they have to perform see how the
results conme out, identify if it's a
potential -- if they wll realize savings, put
it into place, and it takes tinme to realize
sone of these savings.

But yes, the departnent is always
| ooki ng for savings that they can roll into
their financial planning and reduce future
rate increases for their custoners.

MR. HAVER | appreciate that, but ny
guestion was: What is the econom c incentive

if the revenues are sufficient for fiscal year
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1 2024 and sufficient for 2025? Wat is the

2 econom ¢ incentive, not the public policy, for

3 those two years? Wiat is the economc

4 incentive for themto find cost cutting?

S MR JAGI: | nean --

6 MR. DASENT: | think Lawence is

7 speaki ng.

8 MR. YANGALAY: Yes. | think that is

9 not -- one is that PWD is very commtted to

10 the long-termviability of the system So

11 let's assune that after we get our revenue

12 I ncreases, we'll save costs. O we've got

13 anot her revenue. Just like we did in FY22, we

14 deposit any access to the Rate Stabilization

15 Fund.

16 And, please, if | may point out, the

17 Rate Stabilization Fund that we kept draw ng

18 on for a long tinme was al so surpluses that

19 were received. So if we were, for anal ogue,

20 get additional revenue, or happen to find sone

21 nore efficiency in the system which we are

22 all, of course, looking for, if we have any

23 excess funds, we will, of course, put it in

24 the units that would benefit the system over

25 the long term | think that is how we have
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1 been managi ng these projections.

2 MR. HAVER Wuld there be a greater

3 econom ¢ need to find cost savings if the

4 Wat er Departnent was not granted the rate

5 i ncrease that it requested?

6 MR, YANGALAY: | think we've

7 identified -- we identified to the best of our

8 knowl edge what cost saving we project on the

9 | ine of cost update because we are taking

10 | ow-interest | oan, and all of these cost

11 savings we identify are projected in the rate

12 case.

13 MR. HAVER Yes, sir, | appreciate

14 that, but that's not ny question. M/ question

15 Is: Wuld there be a greater economc

16 i ncentive for cutting costs or finding savings

17 i f the Water Departnent does not get the rate

18 i ncrease that it requested?

19 MR. YANGALAY: The incentives as |

20 tried to understand is, if I may read from

21 your question, if we don't get the necessary

22 resources, what wll happen. And, for

23 I nstance, investnent in our infrastructure my

24 be at risk. And that, | don't think is

25 econom c incentive. It's conprom sing the
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system

MR. HAVER And with all due respect,
sir, that is not nmy question. M question is
based on nmacroeconomcs. |f a system does not
get the resources, the financial resources it
needs, is it nore likely to | ook for cost
savings than if it gets the resources it says
it needs?

MR. YANGALAY: Yeah, but that
macr oeconom c assunption is based in ny
under st andi ng on the prem se that our behavior
IS going to be notivated by you not giving us
resour ces.

Vel |, we assune that we have
identified cost savings to the best of what we
can now. |f we don't get the needed
resources, that neans we have to start setting
priority, and there would be sone aspect of
our operation that would suffer.

MR HAVER  Yes.

MR. YANGALAY: This would be the
process, that we don't -- we are afraid
that -- we don't pull it, we don't get the
resources to continue to invest in our system

MR. HAVER  So again, if | understand
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your testinony, if you don't receive the rate
I ncrease that you believe is necessary, you
will have to look to cut costs; is that
correct?

MR. YANGALAY: That is natural, of
course. |If you don't get the resources, you
woul dn't spend it, and there will be certain
aspects of the operation that would suffer the
nost .

MR. HAVER And if you get the noney
that you' ve requested, would you have the sane
i ncentive to | ook for cost cutting?

MR. YANGALAY: Yes, we have.

MR. HAVER Wiy is that, sir?

MR. YANGALAY: Because it's all we be

doing. If we can -- we can have nobre excess
resources -- as we did in FY '"22, we put it in
our Rate Stabilization Fund. Imagine if we
have not done that, we would still have to

draw down nore on the Rate Stabilization Fund.
MR. HAVER |'m not supposed to
answer your questions, but | would ponder how
consuners feel about paying -- lending the
Wat er Departnent noney through paying hi gher

rates now so the Water Departnent can put it
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i n the bank.

I, as a consuner, would rather put ny
nmoney in ny bank than put it in your bank,
sir. But I'll make those argunents in brief.

MR. DASENT: There's no question.

MR. YANGALAY: | think what -- the
consuner, as nmuch as they are concerned about
the current condition, they are equally
concerned about the resilience of the system
How wi I | the system | ook in the next five,
Ssi X, seven, ten years, and that is what |
think PAD is fighting, that we have to
continue to invest in this aged
I nfrastructure.

MR. HOVSEPI AN. M. Haver, ny nanme is
Vahe Hovsepian, and | can tal k about the
capital programfromthe asset nanagenent.
And every project that we do in design,
basically we do a cost anal ysis.

It's an ongoi ng process that every
time we have a project, we do an alternative
analysis to find out which is the nost
cost-effective way of inplenenting a project.
It's basically part of our policy. So it's

not just one thing; it's continuous things.
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So every tinme we do a capital
program we nmake sure that we | ook at
different costs and options and try to see
which is the nost cost-effective way of
i npl ementing that project, before it goes to
procurenent to be bid. So that's -- that's
i nternal process that we have in the Water
Depart nent.

MR. HAVER  Thank you, sir.

If you don't receive the noney that
you requested in the capital budget, do you
have to nmake deci si ons about how to save
noney?

MR. HOVSEPI AN: It's not about saving
noney; it's about cutting prograns that would
I npact the health and safety of the
r at epayers.

MR. HAVER So you don't | ook at how
to cut costs; you | ook --

MR. HOVSEPI AN.  We do. Every
project -- every project includes a cost
al ternatives anal ysis.

MR. HAVER Right. And if you don't
get the funds that you need, your first step

is to cut programs; is that correct?
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1 MR. HOVSEPIAN: |If we don't have the

2 funds avail abl e, yes.

3 MR. HAVER  You don't look to find a

4 different way of achieving the project?

5 MR. HOVSEPI AN: W are already doing

6 that. We are |ooking at cost -- different

7 cost alternative analysis to see which is the

8 nost cost-effective way of doi ng sonet hing.

9 We are al ready doing that.

10 MR JAGI: 1'd like to point out one

11 reference that's been brought to the attention

12 t hrough the public input. PennFuture provided

13 sone input, and in their -- you know, the

14 I nformation they provided, they pointed to the

15 ASCE or Anerican Society of G vil Engineers.

16 They do a scorecard of Anerica's

17 I nfrastructure.

18 And they're pointing out that the

19 wat er infrastructure as an industry gets a

20 poor grade. It's because we're not doing the

21 i nvestnment. Most of the premse that's

22 driving this is the pressures to keep rates

23 down. That's constant.

24 It's the premise that you need to

25 keep rates down. |t suppresses the ability to
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provide the funds to continue the reinvestnent
in the system It's a -- you know, it's a
reflection, and |i ke the whol e nati onal

experi ence.

So | just want to point that out,
that the responses you are hearing is exactly
along the lines that's, you know, evident in
the industry experience. You know, that
information that's out there is that that
exact pressure is what, you know, forces
utility managenent to cut program costs,
reduce reinvestnent in the system and, you
know, run the risk of, you know, continuing to
run ol der, aging infrastructure and providing
t hese servi ces.

MR. HAVER  Thank you.

["msorry, | didn't nmean to cut you
off. | thought you were finished.
MR. JAGI: That's okay. | nean, it's

a managenent issue in the industry, and, you
know, unfortunately at sone point, |ike ASCE
IS pointing out, our national scorecard is not
good. There needs to be a reinvestnent in the
systemto continue and maintain it.

MR. HAVER  Thank you.
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I think you've referenced the public

hearings, and | believe at the public hearings

the sanme wtness testified that the Water
Departnent ought to get noney fromthe
Anerican Rescue Plan Act rather than raise
rates.

" mreferenci ng page 25, lines 6
t hrough 11 of PWD 2A

HEARI NG OFFI CER CHESTNUT: |'m sorry,
did you say page 257

MR. HAVER  Yes.

MR. DASENT: Line 6, M. Haver?

MR. HAVER Lines 6 through 11.

MR. DASENT: GCot it. So ARPA
f undi ng?

MR. HAVER Yes. Regarding the
Anerican Rescue Plan Act, is the first
sent ence.

MR, DASENT: Your question, sir?

MR. HAVER Okay. Can the Water
Departnent receive funds if they were
al |l ocated through the Anerican Rescue Pl an
Act? Is it permtted?

MR. DASENT: M. Jagt, if you know.

MR. JAGT: There's discovery request
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1 guestions that address this, and the -- you
2 know, the inplications of it | have relative
3 to the bonds general ordinance; that's already
4 on record. So | think legally, | nean, yes,
5 there would be -- if -- if the noney were
6 provided, it could be recognized.
7 But it's -- you know, the fundanental
8 issue is it has to be provided by City
9 managenent. There's also a record out there
10 that the departnent has reached out to the
11 City and been told that -- gotten a response
12 that it's not in their -- the Cty's planning
13 and it's not necessarily in the Gty's nor the
14 departnent's best interest to do that.
15 MR. HAVER | understand what you're
16 saying and |'m aski ng how you cane to that
17 conclusion. |Is there a witten docunent that
18 outlines that?
19 MR. DASENT: That's Schedule GA --
20 |"msorry, M. Yangalay. Schedule attached to
21 PW Rebuttal Statenent 5, | believe it's GAl.
22 It's a letter fromthe Departnent of Finance
23 to M. Yangal ay, or the Water Departnent,
24 concerning the Gty's plans to using -- for
25 usi ng ARPA funds for CGeneral Fund purposes as
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opposed to the Water Fund. But M. Yangal ay
can speak to that.

MR. YANGALAY: Yes. Thank you. And
the fund as -- the witer stated in his

response clearly their opinion on funding the

Water Departnent. So that -- that letter was
received, | think is posted in one of the
di scovery.

MR. HAVER  How did the water
conm ssi oner ask the mayor to include funding
for the Water Departnent through ARPA?

MR. YANGALAY: We nmade a letter to
the Director of Finance.

MR. HAVER  Can you nmaeke that letter
avai |l abl e?

MR, YANGALAY: Yes, we can.

MR. DASENT: Make that TR5.

MR. HAVER  Yes. Thank you.

I"'minferring fromyour statenent
that the water comm ssioner did not have any
di scussion with the mayor; is that correct?

MR. YANGALAY: | don't know who he
had a di scussion with, but we have discussion
wth the water -- please rephrase your

question, pl ease.
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1 MR. HAVER Ckay. |I'masking if the

2 wat er comm ssi oner approached the mayor

3 directly, seeking funds for the Water

4 Departnment through ARPA.

5 MR. YANGALAY: | wouldn't -- |

6 woul dn't know that. | have no know edge t hat

7 he has had direct discussion wth the mayor on

8 that specific issue.

9 MR. HAVER I n your testinony, sir,

10 before Philadel phia Cty Council, did you

11 reqguest any ARPA funds be set aside for the

12 Phi | adel phi a Water Departnent?

13 MR. DASENT: That request was already

14 made to the Director of Finance who puts

15 t oget her the budget.

16 MR. HAVER  That wasn't ny question,

17 M. Dasent.

18 My question was: M. Yangal ay spoke

19 directly to city council, not the finance

20 director, and, sir, you are too well-inforned

21 to confuse the two issues. The legislative

22 body and the executive body don't always see

23 eye to eye, as you know.

24 My question was, M. Yangal ay, when

25 you testified before Philadelphia Gty
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1 Council, did you nake a direct request for the

2 Phi | adel phia Water Departnent to receive funds

3 from ARPA?

4 MR. YANGALAY: Let ne just give a

5 quick -- I know we have -- we have been here

6 | ong enough. Let ne just give a quick

7 backgr ound.

8 Sitting nmenbers of city council wote

9 us, directing us to go to the executive to get

10 nmoney from So it was not a matter of witing

11 them the executive suggested we go there for

12 noney.

13 So we approached the finance director

14 and said that we could not get noney from

15 there. So it was sonething that during our

16 hearing, it came up. | think it's not a

17 matter of us asking city council to approve

18 the noney. |If the city council suggested that

19 we go to get the noney, but we went to the

20 executive, and they said that it was not

21 possi ble to get noney at this tine.

22 MR HAVER Geat. So it's your --

23 MR. YANGALAY: So your question then

24 to nme, it couldn't matter because it isn't

25 part of the issue.
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1 MR. HAVER  So your testinony, sir,

2 Is you did -- when you testified before

3 Phi | adel phia Gty Council, you did not make

4 such a request; is that correct?

5 MR. YANGALAY: What |'msaying is the

6 city council had asked us to go to the

7 Director of Finance to get upper noney. So

8 they directed us to go. So we went to the

9 Director of Finance asking if we could get

10 upper noney.

11 MR. HAVER My question, sir, wasn't

12 who you went to. M question was when you

13 testified before the Philadelphia Cty

14 Council, did you ask for appropriations to

15 come fromthe Anerican Rescue Plan Act to go

16 to the Phil adel phia Water Departnent?

17 MR. DASENT: (Objection, asked and

18 answer ed.

19 HEARI NG OFFI CER CHESTNUT: We'll et

20 himdo it one nore tinme here. | think it's

21 pretty clear.

22 MR. HAVER  Well, all he has to say

23 Is no, | know what he testified. | don't

24 understand what the difficulty is. He didn't

25 ask. Let himsay "I didn't ask."” It's --
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1 HEARI NG OFFI CER CHESTNUT: | think
2 you're oversinplifying it. He explained the
3 process.
4 MR. HAVER He testified before
5 Phi | adel phia Gty Council. He didn't nention
6 it. He didn't talk about it. Al he has to
7 say is | didn't do it.
8 MR, YANGALAY: Let ne try once nore.
9 When we apply for rate increase, city counci
10 | ooked at us, said go to the finance director,
11 there will be noney there, go and get it.
12 So we went to the finance director.
13 Fi nance director said, no, we cannot. So even
14 if I had requested, they already told us where
15 to go for the noney. So to ne, it would nean
16 have any consequence just to say again nmake an
17 appropri ation.
18 MR. HAVER  Thank you.
19 MR. YANGALAY: Wl cone.
20 MR HAVER | didn't get a chance to
21 review all of the discovery requests that
22 M. Dasent sent nme, so |'m guessing sone of
23 this was in that, but | apologize for being
24 duplicative. [|'Il go through themvery
25 qui ckl y.

LEXI TAS

215-504- 4622




Water, Sewer, and Storm Water Rate Board 185

5/ 3/ 2023

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

HEARI NG OFFI CER CHESTNUT: \Wel |,
shall we take a break now and then you can
revi ew t henf

MR. HAVER | don't know that | would
have the tine | needed. You would have to
give ne a few hours, because not only do |
have to read what he says, |'d have to
reference to see whether | believe he's
prevaricating or not.

For exanple, when | asked himif
there were any retail branches of US Bank and
he said yes, that's a prevarication. They
have an office, but they don't have retai
br anches.

MR. DASENT: They have an office.

MR. HAVER But that wasn't ny
guestion, as you know, sir.

HEARI NG OFFI CER CHESTNUT: Wiy don't
we take a half-hour break. | really do need
to take a break at this point.

MR. HAVER  Sure.

HEARI NG OFFI CER CHESTNUT: Wy don't
we resune at 1:30.

(Recess taken, 12:57 p.m to

1: 33 p.m EDT)
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1 HEARI NG OFFI CER CHESTNUT: Al l right.

2 Shall we resune the hearing?

3 M. Haver, did you want to conti nue

4 your Ccross?

5 MR. HAVER  Yes, | do. And just so

6 you know, | only have two pages |eft.

7 HEARI NG OFFI CER CHESTNUT: Take as

8 much tinme as you need.

9 MR. HAVER  Thank you.

10 Does the City's Procurenent

11 Departnment hire the outside bond counsel or

12 does the Phil adel phia Water Departnent hire

13 t he outsi de bond counsel ?

14 MR. DASENT: The City treasurer's

15 office is the answer, but M. Yangal ay knows

16 this better.

17 HEARI NG OFFI CER CHESTNUT:

18 M. Yangal ay, you're nuted.

19 MR. YANGALAY: The City office does,

20 the City treasurer office.

21 MR. HAVER On what basis is the

22 sel ecti on nmade?

23 MR. YANGALAY: We understand is

24 conpetitive bidding.

25 MR. HAVER Ckay. |'mnot sure who
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the "we" in that sentence is.

MR, YANGALAY: PV\D.

MR. HAVER  You understand but you
don't know?

MR. YANGALAY: | said PWD understands
that it is conpetitive bidding.

MR. HAVER Right. Forgive ne, sir,
' mnot sure | understand the use of the word
"under stands" in that sentence.

Are you sayi ng you're unsure but
that's your understanding or are you saying
you know and your use of the word
"“under st ands" neans that you have know edge
of ?

MR. YANGALAY: It only neans | know
it to be so, but | don't have the proof in ny
hand.

MR. HAVER  Thank you.

Can soneone either fromthe
consul tants or the Water Departnent explain
who PennVest is?

MR. DASENT: M. Jagt?

MR. JAGT: Yeah. PennVest is the
entity that oversees, you know, sone of the

fundi ng prograns provided by the State, and so
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1 they -- they receive federal funding in
2 support of the water and wastewater industry
3 and provide low -- like the State revol ving
4 funds. And they manage those funds and
5 di sbursing or, you know, providing
6 lowinterest loans to utilities that apply.
7 MR. HAVER  Are those funds
8 guaranteed in sonme way?
9 MR. JAGT: Sorry, |I'mgoing to have
10 to ask you to define "funds."
11 MR. HAVER  Are the bonds that
12 PennVest issues, is there bond insurance?
13 Does PennVest stay as a backstop for thenf
14 Are they guaranteed paynent by PennVest ?
15 MR. DASENT: It's a |loan, M. Haver.
16 It's a | oan.
17 MR. JAGT: Personally, | don't know
18 the direct answer because | know there is
19 options out there that aren't used as nuch
20 today, but | would have to do sone research
21 MR. DASENT: M. Yangal ay, can you
22 express in response to M. Haver's questi on,
23 t he nature of PennVest | oans?
24 MR. YANGALAY: | just need for himto
25 repeat his question again to clearly --
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MR. DASENT: Ckay. Thank you.

MR. HAVER  Sone | oans or bonds have
I nsurance to guarantee the bondhol ders receive
paynent s.

Do PennVest bonds have insurance that
guar ant ees t he bondhol ders paynents?

MR. YANGALAY: The question is do we
provi de guarantee to PennVest --

MR. HOVSEPI AN: | think the question
shoul d be directed to the PennVest Board.

MR. DASENT: Well, that's one way,
and I'"mjust trying to figure out, you know,
if it's loan as opposed to a bond. You know,

t he PennVest | oan woul d support the debt
service, | suppose, on sone of those bonds,
but maybe Acacia can weigh in?

MR NISSEN. | wll respond with what
| know. And | think a distinction needs to be
made with the question that M. Haver asked.

Revol ving | oan prograns w ||
soneti nes access public markets by the
I ssuance of their own bonds, which then becone
the source of funds from which they can nake
| oans to entities within their jurisdiction.

Those bonds that they issue to the
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1 public may or may not be insured. PennVest,

2 | -- | apologize, but I don't knowif the

3 source of their funding that they can do is

4 related to publicly issued bonds. They're

5 still outstanding, and | don't know

6 certainly -- 1 don't know if those bonds have

7 been i ssued and are in existence, whether or

8 not they've been insured or whether those are

9 ultimtely sources of fundings that have been

10 provided by the State and are not funds

11 generated from other public borrow ngs.

12 Loans made by PennVest to | ocal

13 I ssuers, such as PWD, are not publicly offered

14 and -- well, | guess an entity could choose to

15 get insurance to protect PennVest's interests

16 were they so requested. |In this case, the

17 Wat er Departnent does not get insurance to

18 insure its bonds that -- or loans that it has

19 entered into with PennVest and to which it is

20 obligated to make paynents over tine.

21 MR. MATTHEWS: Yeah, PennVest is the

22 only bondhol der from which the Water

23 Depart nent woul d borrow from

24 So PennVest issues the |oan to the

25 Wat er Departnent, and PennVest owns -- would
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1 own the bond. However -- how PennVest

2 acquires the capital to make those loans to

3 | ocal issuers, as Pete was saying, it's froma

4 conbi nation of -- they may issue public debt.

5 It may be fromthe repaynent of -- a way a | ot

6 of revolving funds work, it may be fromthe

7 repaynent of debt service over the years and

8 has accunul ated, so nultiple sources of

9 f undi ng.

10 MR. HAVER  Thank you.

11 The | oans that PennVest makes to the

12 Phi | adel phia Water Departnent, do they have --

13 do they require a coverage ratio of 1.27

14 MR. JAGT: Yeah, they're issued as

15 seni or debt. Sorry, Pete. Go ahead.

16 MR. NI SSEN: Yes, to echo what

17 M. Jagt was saying, the bonds that the Water

18 Departnment has issued to PennVest, the | oans

19 that the Water Departnent has entered into are

20 the sane as other senior obligations under the

21 general bond ordi nance.

22 And so they are entitled to and

23 obligated to the sane 1.2 tinmes m ni num

24 coverage that applies to all other outstanding

25 public obligation bonds and the WFIA
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1 borrowing as well, as well as the one-tines

2 coverage in the 90% coverage tests which are

3 articulated in many places in the testinony.

4 MR. HAVER  Does PennVest require

5 hi gher than 1.2 coverage ratio for its

6 confort?

7 MR. MATTHEWS: The bonds are issued

8 on the sane indenture as the other debt that

9 PWD i ssues, so -- as | said, PennVest is the

10 hol der of the bond, so they have to accept the

11 sane terns that any ot her bondhol der woul d

12 accept .

13 MR. NI SSEN. No, subject to check.

14 M. Haver, no, subject to check.

15 MR. HAVER |'msorry, forgive ne.

16 "' m not sure what question you're answering.

17 MR. NI SSEN: The question that you

18 had asked a nonent ago: Do they demand a

19 different |evel of coverage than what is

20 articulated in the Water Departnent's own

21 general bond ordi nance.

22 MR. HAVER  Which is 1.2?

23 MR. NI SSEN: Correct.

24 MR. HAVER  Thank you.

25 Who is on the PennVest Board?
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1 MR. NISSEN: | don't know.

2 MR. DASENT: (Objection. Yeah, that's

3 beyond the scope.

4 HEARI NG OFFI CER CHESTNUT: How is

3) that relevant?

6 MR HAVER If it's relevant -- the

7 reason it's relevant, if the Board is made up

8 of political appointees, then one of the

9 things the water -- so you asked ne howit's

10 relevant. |'mexplaining it.

11 But again, you --

12 HEARI NG OFFI CER CHESTNUT: kay. o

13 ahead, expl ai n.

14 MR. HAVER  So going before city

15 counci| and saying we can use city council's

16 help in | obbyi ng PennVest to nake it easier

17 for the Gty of Philadel phia to get |oans and

18 grants woul d be a wel conme use of the Water

19 Departnent's testinony.

20 HEARI NG OFFI CER CHESTNUT:  You have a

21 | ot of unsupported assunptions in that

22 statenent. But go ahead.

23 MR. HAVER  So |'m aski ng again: Wo

24 Is on the --

25 HEARI NG OFFI CER CHESTNUT: No, |'m
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not going to let you ask who is on the
PennVest Board. That is just beyond this --

MR. HOVSEPI AN:  That information is
avail able online. |f you Googl e PennVest
Board of Directors, M. Haver, you get all of
t he nanes of the individuals who are on the
boar d.

MR. DASENT: Judge Chestnut said
we' re not answering that question. But yeah,
t hank you for that.

HEARI NG OFFI CER CHESTNUT:  Yes.

MR. HAVER  What's the total anobunt
of noney borrowed through a PennVest progranf

MR. DASENT: Do you nean by that
out st andi ng?

HEARI NG OFFI CER CHESTNUT: |' m sorry,
do you nean that PWD borrowed or that anyone
can borrow?

MR. HAVER |' m aski ng about how nuch
noney, total anmount of noney, that PWD has
borrowed to date and still owes to date
t hr ough PennVest.

MR. DASENT: There is a chart in the
filing that speaks to that, but, M. Jagt, |

have a feeling you're close to it as well as
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M. Yangal ay.

MR. JAGT: Unfortunately, like |I can
provi de going forward, we have, you know, the
160 mllion cost that they nentioned, but
there's also the historical PennVest | oans,
whi ch I woul d have to go back and | ook at the,
you know, the issuance anounts to provide a
conpl ete nunber. The departnent has received
PennVest | oans.

MR. YANGALAY: W can provide you the
update as of now --

MR. HAVER  Thank you.

MR. YANGALAY: -- that we have -- we
have borrowed and what is outstanding. W can
provi de that.

MR. HAVER And what's the total debt

out standi ng for PW as of today?

MR. YANGALAY: | don't know the exact
nunber. | think by June 30th that was around
two point sonething billion. 1t's in our

financial statenent, so | think that's
publicly avail abl e.

MR. NI SSEN: Yes, Lawence, | think
that's correct, but simlar to the PennVest

bal ance out standi ng, we can figure that out

LEXI TAS
215-504- 4622




Vater, Sewer, and StormWater Rate Board 196
5/ 3/ 2023

1 and provide it.

2 MR. HAVER  Thank you. |'m | ooking

3 for the ratio of total debt of PennVest to the

4 total debt.

5 | think it was M. Ni ssen -- and

6 forgive ne. Am | pronounci ng your namne

7 correctly?

8 MR. NISSEN. It's pronounced N ssen,

9 rhymes with |isten.

10 MR. HAVER N ssen.

11 M. Nissen talked a little bit about

12 bond i nsurance. Does bond i nsurance have

13 anything to do with the bond rating?

14 MR. NISSEN: No. Let ne describe.

15 Rating agencies wll apply a credit rating to

16 an i ssuer who seeks to be rated, and they w |

17 base that based on their own net hodol ogy and

18 the netrics and other information that are

19 provided. It's comonly known as the

20 underlying rating.

21 For the Water Departnent, as

22 testified earlier, those ratings are in the

23 top of the A category, Al, A+, A+, from

24 Moody' s, S&P and Fitch.

25 Bond i nsurance, which, to describe
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it, isalittle bit different than hone

I nsurance or car insurance, for exanple, in
that with honme insurance or car insurance, in
the event you are in sone sort of an accident
or you have sonme sort of damage to your house,
to the extent it qualifies under the policy,
you receive a paynent that hopefully provides
you the econonm c val ue of what you've |ost,

but it doesn't require you to pay that anount
back to the insurance conpany. You continue
to make your prem um paynents. Perhaps they
go up as a consequence of the events, but they
rei nburse you to the position that you were in
bef or ehand.

Bond i nsurance sinply neans that the
entity, the two major ones bei ng Assured
Quaranty and Build Anerica Miutual, if | have
it -- the acronymis BAM

In the event that an issuer is unable
to pay its debt service, they step in and pay
the debt service to the bondhol ders on behal f
of the issuer, but that in no way relieves the
I ssuer of the obligation to still make the
paynment on the debt service. They sinply now

have to make it to the bond i nsurer who has
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stepped into their shoes rather than to the
bond -- rather to the direct bondhol ders.

The reason that parties get bond
I nsurance i s under the hope and expectation
that the credit rating of the bond insurer,
for which both BAM and Assured are in the AA
category, can provide thema | ower cost of
funds by entering the market in exchange for
the prem um paynent they will have to nake in
order to procure that policy.

It's nerely an econom ¢ decision to
be made. Can you save nore noney by using it?
And it's not common -- it's not -- it's nore
often used by lower-credit-rated entities than
it is higher, because the margi nal anount of
additional benefit you get fromusing it
di m ni shes as your own credit rating is higher
itself. So --

MR. HAVER  Thank you.

MR NISSEN. -- in away, it affects
your credit rating, but it's not -- it does
not affect your underlying credit rating. It

has no inpact on the rating agency's anal ysis
of the underlying credit rating.

MR. HAVER  Thank you.

LEXI TAS
215-504- 4622




Water, Sewer, and Storm Water Rate Board

5/ 3/ 2023

199

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

MR. MATTHEWS: |t could increase the
rating on the bond, but it doesn't affect the
underlying rating. And the only reason an
I ssuer woul d use bond insurance is if it was
going to give thema | ower overall net cost
than if they were to issue bonds without. And
we go through that exercise anytinme we decide
to i ssue debt and get the nost efficient
al ternative.

MR. HAVER  Wien was the |ast tine
t hat anal ysis was done for the Phil adel phia
Wat er Depart nent ?

MR. MATTHEWS: Probably the last tine
that they issued debt. W typically haven't
used bond i nsurance, because as Pete said, the
rating on the Water Departnent's bonds is
pretty strong and the demand for bond
insurers, the premumthat they're offering
usually is not cost-effective.

MR. HAVER Can | get a copy of the
| ast anal ysi s?

MR. MATTHEWS: Yeah, we eval uate
that on the day of --

MR. HAVER May | get a copy of the

| ast anal ysi s?
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1 MR. DASENT: | don't know if that's
2 publicly available, but let ne | ook.
3 MR. HAVER  Sonetines when peopl e
4 tal k about the issuance of bonds, they talk
5 about a backstop. Could you help ne
6 under st and what a backstop nmeans in that
7 usage?
8 MR. NI SSEN. Sure. What | suspect
9 that parties nean, if they've used the term
10 “backstop" in connection with bonds, is sone
11 sort of additional resource behind the primary
12 security that is offered to repay the bonds.
13 So in the instance of the debt in the
14 bond of the Water Departnent, the first
15 security is the net revenues of the Water
16 Departnent. |If there is another entity that
17 stands further behind that or conmts to repay
18 t he debt service in some instance where the
19 Wat er Departnent is unable to do so, that
20 woul d be sonetinmes descri bed as a backst op.
21 If, for exanple, the Gty were to
22 apply its general obligation credit as a
23 backstop to the revenue pl edge of the Water
24 Departnent, that would be an instance where
25 there may be a backst op.
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O course, in this instance, there is
no City guarantee, there is no City pledge of
Its general obligation toward the paynent of
the Water Departnent's bonds.

MR. HAVER  What's the advantage of
havi ng a backst op?

MR. NI SSEN. Presumably the advant age
woul d be the hope and expectation that the
credit rating could be inproved and so the
borrow ng costs could be reduced.

MR. HAVER  \What was the --

Forgive ne, |'msorry.

MR. NISSEN: [|f the cunulative -- if
the marrying of the two credits, the initial
credit and the backstop, is considered to be
stronger than the initial security itself.

MR. HAVER Wat is the --

MR. MATTHEWS: Typically as a
backstop, the backstop is froma credit that
I's stronger than the one that's issuing the
debt to enhance the rating. But you would
probably not seek a backstop from anot her
credit that is the same or at a |l ower credit
rating.

MR NI SSEN: Which is the case for
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1 the Gty of Philadel phia. The Cty of

2 Phi | adel phia's general obligation credit

3 rating i s one notch |ower than the

4 revenue- backed credit rating of the Water

S Depart nent .

6 MR. MATTHEWS: Exactly.

7 MR. HAVER Howis PGWs bond rating?

8 MR. DASENT: (bjection, beyond the

9 scope of the testinony.

10 HEARI NG OFFI CER CHESTNUT: It's

11 irrelevant. Irrelevant.

12 MR. HAVER  Why? PGWis owned by the

13 Cty. Wy couldn't it be used as a backstop?

14 HEARI NG OFFI CER CHESTNUT: Because

15 this is a PW hearing.

16 MR. DASENT: They're not an operating

17 departnent of the City. They're a different

18 f und.

19 MR. HAVER  Agai n, ny understandi ng

20 I's that sonebody stands behind the bonds and

21 agrees to nmake paynents if the bondhol ders are

22 not paid. Have | m sunderstood?

23 HEARI NG OFFI CER CHESTNUT: |s that

24 sone kind of question? | don't understand.

25 Who are you -- are you directing it to these
LEXI TAS
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W t nesses?

MR. HAVER  Yes.

HEARI NG OFFI CER CHESTNUT: They' ve
al ready answered -- they've al ready answered
it.

How is it different fromyour prior
guesti on?

MR. HAVER | just want to nake sure
| understand, because obviously you don't see
the value in | ooking at and exam ni ng ot her
possi bl e backstops for these |loans to save
ratepayers noney. |I'minterested in doing
that and exploring it. So |I'mjust making
sure | understand the purpose of a backstop.

MR. NISSEN:. M. Haver, | believe
your description of a backstop that you
reiterated just a nonent ago confornms wth the
descriptions that M. Matthews and | have both
provi ded.

MR. HAVER  Thank you.

Il wll ask again: Wuld it be
possible to find an entity to serve as a
backstop that would | ower the cost of capital
for PWD?

MR. NI SSEN:. | believe the question

LEXI TAS
215-504- 4622




Water, Sewer, and Storm Water Rate Board

5/ 3/ 2023

204

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

Is specul ative and there's no way that the
Wat er Departnent coul d answer that.

MR. BALLENGER: Aren't there
sonething |ike State constitutional dinensions
that come in here?

MR. NISSEN: |'msure that there are.
You' d have to address both the other party's
wi |l lingness to serve as a backstop in addition
to their lawful authority to do so.

MR. MATTHEWS: But again, the
backstop woul d have to be a credit rating
certainly higher than PWD's, and nost of the
I ssuing -- other issuers that could serve as a
backst op probably are not higher rated.

MR. HAVER  When was the |last tine
the Water Departnent explored that as a
possibility?

MR. DASENT: | am not aware of that.

MR HAVER |'msorry, you're not
aware that it ever has or you' re not aware of
the last tine they did it?

MR. DASENT: | think your question
was the last tinme they did it, but the
financial advisors are best positioned to

answer .
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1 MR. NISSEN: | don't know the | ast
2 time that the Water Departnent eval uated that.
3 MR HAVER D d you review such a
4 proposal in your professional capacity for the
3) Wat er Depart nment ?
6 MR. DASENT: (Objection. Now we're
7 really going far afield. This is beyond the
8 scope of their testinony. W've been patient
9 intrying to explore this with you because we
10 understand your |ine of questioning is to
11 develop a full record, M. Haver, but | think
12 this is well beyond the scope of our
13 testi nony.
14 HEARI NG OFFI CER CHESTNUT: Well, it's
15 kind of hard here, because there's no show ng
16 that it would -- | nean, the way that you
17 phrase your question is, | think, sonmewhat
18 m sl eadi ng because | don't think there's been
19 any showi ng that that is sonething -- an
20 avenue that would benefit the Water
21 Depart nent .
22 MR. HAVER |'m asking --
23 HEARI NG OFFI CER CHESTNUT: That's
24 what they're saying, aren't you? So --
25 MR. HAVER |'m aski ng.
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HEARI NG OFFI CER CHESTNUT: How do you
eval uate thenf?

MR. HAVER  Because it is one of the
possibilities, and |I'm devel oping a record
t hat shows what has been investigated and what
has not.

HEARI NG OFFI CER CHESTNUT: Well, what
has to be investigated is sonething that's a
legitimate option, and | don't think that's
been shown here at all.

MR. HAVER  How woul d one know i f
it's alegitimate option if one doesn't
i nvestigate it?

HEARI NG OFFI CER CHESTNUT: | don't
know. |s there any way you can answer this,

M. Matthews or M. N ssen, so that we can

nove on?

| seriously don't understand this,
but go ahead. | nean, | do understand it.
Don't get me wong. | don't understand the

point of his further questions, but can you
just say sonething so we can nove on?

MR. NI SSEN. | cannot recall an
i nstance of the Water Departnent seeking to

find a backstop beyond its existing credit.
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MR. HAVER  Thank you.

" masking the consultants if they're
famliar wwth the different types of audits
that a utility |ike Phil adel phia Water
Depart nent coul d have perforned for them

MR. DASENT: Pl ease repeat that
guestion. |I'msorry, M. Haver.

MR HAVER 1'Il try and nake it nore
conci se.

Are the consultants famliar with
managenent audits and operational audits?

M5. BU: Yes.

MR. HAVER | know you're Bl ack &
Veat ch, but | don't know if the other

consultants are famliar with it.

MR. NI SSEN. | understand that they
exi st and have been -- | understand that they
exist. | don't -- | would not want to testify

that 'mfamliar with them

MR. HAVER | understand and |
appreciate it.

Have any of the consultants, whether
individually or as a firm perfornmed any of --
a managenent audit or an operational audit for

any utility in the nation?
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MR. NI SSEN. Speaking for Acacia, no.

MR. DASENT: | believe RFC has
participated in audits and/or managenent
audits specifically. They're on a different
panel .

M5. BU: And then | personally have
been involved in limted audits as well.

MR HAVER |I'msorry, forgive ne. |
heard sone background noi se. What ki nd of
audits have you been invol ved in?

M5. BU: Revenue audits as well
as -- basically covering managenent and
revenue audits, yes.

MR. HAVER  And you did that for your
clients?

M5. BU : Yes.

MR. HAVER Did that help your client
save noney?

M5. BU: In sone instances, yes, in
the short-term Sone required initial
investnents at first to gain |longer-term
savi ngs and efficiencies, and in other places
we found sonme noney.

MR HAVER Did PW, did the

Phi | adel phia Water Departnent hire any of your

LEXI TAS
215-504- 4622




Water, Sewer, and Storm Water Rate Board 209

5/ 3/ 2023

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

firmse to do a managenent audit or an
operational audit or, as you're describing, a
revenue audit?

M5. BU: | think M. Dasent has
referred to that, that Bl ack & Veatch has not
been hired to do that. There was a nmanagenent
audit that was conducted, | believe, and,
Brian, correct ne if I'mincorrect, it's
sonet hing in about 2016 that the Raftelis
peopl e can speak to. They conducted that
particul ar nmanagenent audit.

MR. JAGT: And that was for WRB,
Wat er Revenue Bureau, not PWD.

M5. BU: Sorry. Mnmnhmm

MR. HAVER  When was the |last tine
t hat Phil adel phia Water Departnent paid for
and underwent a managenent and/or operati onal
and/ or revenue audit?

MR. DASENT: The City controller
audits us every year, M. Haver. M. Yangal ay
can sort of tell us that. And those audits
are available to you.

MR. HAVER  Those are not the type of
audits |'m asking about, as you well know,

sir.
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1 MR. DASENT: | don't well knowit.
2 |"mjust trying to be helpful if | can.
3 MR. HAVER  You're not being hel pful.
4 MR. DASENT: You're wel cone.
5 MR. HAVER | didn't say thank you.
6 MR. DASENT: You're wel cone.
7 MR. HAVER  Again, ny questionis --
8 MR. DASENT: M friend, you're
9 wel cone.
10 MR. HAVER We're not friends either,
11 so don't -- | don't want anyone to m stake --
12 MR. DASENT: That's a nutual
13 decision. You are a friend. |[|'ve known you
14 for 20 years. | respect you, |ove you, not a
15 problemw th you. Ask your question.
16 MR. HAVER  Again, when was the | ast
17 tinme that the Phil adel phia Water Depart nent
18 underwent a nanagenent audit and/ or
19 operational audit and/or revenue audit? Not
20 the controller's audit. Those particul ar
21 audi ts.
22 M5. BU: So on behalf of Black &
23 Veatch, | can say we are not aware of that and
24 whet her they have or have not, and certainly
25 their record. The Operations Panel could

LEXI TAS
215-504- 4622




Water, Sewer, and Storm Water Rate Board 211

5/ 3/ 2023

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

probably speak to operational reviews that

m ght have been done. And |I'msure as part of
things like energy plans and that nature. But
on behal f of Black & Veatch, | would say that

we are not aware of formal nanagenent audits.

MR. HAVER  Any of the other
consul tants have anything to add?

For the consultants whose firns do
these types of audits, do you have a
recommendati on for how many years in between
audits that would be hel pful? 1s your
recomendati on that they do every 50 years,
every 25 years?

M5. BU: M. Haver, when we have
done these, or when | have been involved in
them it really depends upon the circunstances
that are dictating the need for such an
activity.

Operational audits are sonewhat
different in terns of nost of the tinme we are
| ooking at ways to help inprove efficiencies,
and so traditionally I tend to see these occur
maybe about every ten years or so.

MR. HAVER  And again, just so the

record is correct, you' re not aware that
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1 any -- PWD has not undergone such an audit in

2 the last ten years to the best of your

3 know edge?

4 M5. BU: | cannot speak to the

5 operational side. |'mnot aware of anything

6 personal |y, but the Operations Panel can

7 certainly speak to that.

8 MR. HAVER  Ckay. Have any of your

9 firms, the consultant firnms, ever been hired

10 to oppose a rate increase?

11 MR. DASENT: (Objection, irrelevant.

12 HEARI NG OFFI CER CHESTNUT: It is

13 irrelevant. [It's --

14 MR. HAVER It goes absolutely to

15 the -- it goes absolutely to bias.

16 HEARI NG OFFI CER CHESTNUT: I'I1l et

17 you ask it, but seriously, what a waste of

18 time, you know?

19 MR. DASENT: W did answer, | think,

20 a question on discovery that tal ks about

21 experience and representing folks in the | ast

22 five years or so.

23 M. Jagt, can you recall that

24 response?

25 Bl ack & Veatch has not been invol ved
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in representing reqgulatory agencies or public
advocates in the last five years. That was
also true, | thought, for Raftelis.

Ch, you're not on. You're nuted.

MR. HAVER He's on. He doesn't have
hi s m crophone.

MR. JAGI: Sorry, talking to nyself.

| was going to say, that response was
relative to supporting the public utility
conm ssioners. And, yeah, we did say that we,
you know, Bl ack & Veatch nor Raftelis, had
provi ded testinony in support of |ike arguing
for reductions to rate requests. But that's
separate fromthe nanagenent audit issue.

MR. HAVER  Have any of the
consulting firns ever worked for any of the
busi nesses that PWD does business wth?

MR. DASENT: That's hundreds of
entities, M. Haver. Can you narrowit a
little bit?

MR. HAVER Let ne start there and
see what their answer is.

MR, DASENT: Okay.

HEARI NG OFFI CER CHESTNUT: How do you

know t hey can answer that unless you specify
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what these businesses are? How do they know
who PWD does business with?

MR. HAVER | think they do know.

But let themanswer, and if they don't, ['II
narrow down the questi on.

MR DASENT: M. Jagt.

M5. BU: Let ne try, Dave.

M. Haver, please, if you don't mnd
narrow ng that, because I'mtrying to
understand the scope. There are nmany
busi nesses that the Water Departnent does
busi ness with, which we are not famliar wth,
and so | don't want to incorrectly reply to
sonething, if you're speaking to --

MR. HAVER  Thank you.

M5. BU: -- | nean, who they
purchase their office supplies from for
exanple. [|I'mjust trying to narrow it down a
little.

MR. HAVER Let's go to who they sell
wat er to.

M5. BU : Ckay.

MR. HAVER Are you famliar with who
Phi | adel phi a Wat er Departnent --

M5. BU : Yes.
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MR. HAVER W0 is that?

M5. BU: Well, we have --

Go ahead, Dave, if you want to answer
it nore specific.

MR. JAGT: If you're referring to the
whol esal e contract, it's Aqua PA

MR. HAVER Yes. Has your firm ever
wor ked for Agua PA or any of Aqua's
subsi di ari es?

MR. DASENT: In the last five years?

M5. BU: In the last five years,
right? 1In the last five years -- as you know,
Black & Veatch is a very, very |arge conpany.
We do engineering work in addition to our
managenent consulting services, so | wll say
that in the last five years, our managenent
consulting group has not worked with Aqua PA.

MR. HAVER | was asking about all of
t he Aquas.

M5. BU: W do work for Essenti al
Water, which is the -- | believe the overal
entity that owns Aqua PA in other states.

MR. HAVER  Ckay.

M5. BU : But not on the nmanagenent

consulting side. W do that from engi neering
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1 and sone, you know, m scell aneous type

2 entities of that nature, sir.

3 MR HAVER |'msorry, you're calling

4 a hol di ng conpany for Aqua PA Essential Water?

5 M5. BU: Essential Water is the

6 hol di ng conpany.

7 MR HAVER How large is --

8 " m sorry.

9 M5. BU: | think it's Essenti al

10 sonet hi ng, yeabh.

11 MR. HAVER Okay. How large is

12 Essential ?

13 M5. BU: | do not know off the top

14 of my head. Dave, nmaybe.

15 MR, JAGT: [|I'mnot sure. | just know

16 it's Essential Uilities.

17 M5. BU: Yes, it's Essential

18 Utilities.

19 MR. HAVER Is it bigger than PWD?

20 M5. BU: It would be speculative for

21 me to comment on that. | really do not know,

22 sir.

23 MR. HAVER  You've been very kind to

24 the wtnesses, you've been very kind with your

25 time. | appreciate it. I|I'msure it was not
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what you woke up expecting, so | appreciate
your indul gences, and | appreciate those of
you who gave ne straightforward answers to
very sinple questions.

Thank you, | am done.

MR. JAGT: In the interest of
possibly elimnating this hearing request, we

did provide a response to your request, LH327,

with regards to the anobunt of funding provided

by PennVest and W FI A

So during the years within the

pl anning we're | ooking at for fiscal years '23

to '28, PennVest and WFIA | oans represent
14. 7% of the capital funding. And |I'mnot --
| was just throwing it out there, the
possibility, if that's -- would be sufficient
to address your questions regarding --
MR. HAVER | appreciate that's
sufficient. No reason to duplicate your work.
HEARI NG OFFI CER CHESTNUT: Does

anybody el se have cross for these wtness

panel s?
Did you want to do redirect, M. --
MR. DASENT: Yeah, | will have sone
redirect. |If you could give ne a brief
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1 recess, | could get organi zed and be ready to
2 pr oceed.
3 HEARI NG OFFI CER CHESTNUT:  Shal | we
4 say ten m nutes?
5 MR. DASENT: Ten mnutes is great.
6 HEARI NG OFFI CER CHESTNUT: kay.
7 Let's take a ten-m nute break. We'Ill resune
8 at 2: 20.
9 (Recess taken, 2:10 p.m to
10 2:24 p.m EDT)
11 HEARI NG OFFI CER CHESTNUT: Why don't
12 we resune.
13 M. Dasent, did you have any redirect
14 for the panel ?
15 MR. DASENT: Yes, sone redirect and
16 focusing on M. Ballenger's questions.
17 Now, M. Ballenger refers to the
18 Federal Reserve policy and how it affects
19 inflation in certain of his questions of the
20 panel .
21 Can soneone tell us the inplications
22 of the Federal Reserve policy on inflation
23 rates? And, M. Nissen, | think you may be
24 able to speak to that.
25 MR. NISSEN. Andre, I"'msorry, | had
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1 sone technical i1issues getting back on. Can

2 you repeat the question?

3 MR DASENT: Sure.

4 M. Ballenger refers to Federal

5 Reserve policy and how it affects inflation

6 rates. Can you coment on how policy of the

7 Federal Reserve affects short-terminflation?

8 MR. NISSEN:. Certainly. The stated

9 policy of the Federal Reserve is to try to

10 achi eve a bal ance between |low inflation and

11 | ow unenpl oynment. It's clearly been

12 articul ated by the Federal Reserve that

13 they' re endeavoring to reduce the | evels of

14 i nflation that have been shown over the | ast

15 coupl e of years.

16 Their primary nmechanismto do that is

17 by use of nonetary policy, specifically the

18 federal funds rate. As certainly all parties

19 are aware, the Federal Reserve has raised the

20 federal funds rate substantially over the |ast

21 15 nonths, | think on the order of 5 ful

22 poi nts.

23 The purpose of doing that wll have

24 an effect on interest rates born on the

25 short-termend of the curve. It will be felt
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directly by parties with respect to credit
card loans -- credit card | oans, car | oans,
home nortgages. It doesn't necessarily
translate into the longer-termrates, but it
can. And their use of this is ultimtely
intended to essentially nmake the cost of noney
nore expensive and therefore effectively
depress sone of the expansive efforts of the
econony in order to reduce the effects of

i nflation.

It doesn't necessarily translate to a
one-to-one effect. The imedi ate raising of
the Federal Funds Rate will not necessarily
have an i mredi ate or direct effect on
inflation. It can take sone tine for that to
occur, as it can be seen by virtue of the fact
that inflation has been persistent over these
last 18 to 24 nonths, despite the aggressive
efforts on the part of the Federal Reserve to
mtigate it by virtue of their actions on the
Federal Fund Rate.

VR. DASENT: Wat are the Federal
Reserve's inflation targets, if you know?

MR. NISSEN. Their stated target is

to achieve inflation of 2%
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MR. DASENT: Now, M. Ballenger also
refers to projected billed vol une usage,

M. Jagt. What is the basis for billed vol une
usage in the rate filing?

MR. JAGT: So the basis of the
projected billed volune for the rate filing is
t he average usage per account during fiscal
year 2022. And then it's projected fromthat
poi nt based on each custoner type's historical
trend.

When we establish that approach, we,
you know -- we don't just |look at that single
year; we do an analysis. W also |ook at the
resulting inpact. So you have to | ook at the
total bottom|line, does our projection stay in
line with the total billed volunme of the
system

And we believe that our projection
does that, establishing it based on the nore
recent 2022 average usage per account. And
based on the analysis we did in evaluating the
proposed changes, we believe that changing
t hat approach to use the three-year average as
suggested by the Public Advocate would result

in the levels of billed volunes that we
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haven't seen since fiscal year 2018, and
results in unrealistic projected billed
volunes, billings, and ultimtely overstates
the projected revenues.

MR. DASENT: M. Jagt, do residential
custoners drive billed volunme usage?

MR. JAGI: Yeah. They are the key
customer class that contributes to that.

MR. DASENT: And what is the trend
for billed volune usage? You've sort of
spoken to it, but is it up or down?

MR. JAGT: As we discussed before,
the general trend for 5/8-inch custoners is
down. In fact, the five years we showed was a
desi gn, so...

MR. DASENT: Ckay. M. Ballenger
also refers to Rate Stabilization Fund
transfer in fiscal 2022.

What was the reason for the RSF
deposit in fiscal '22?

MR JAGI: Al right. In fiscal
year '22, the departnent did achieve sone --
or experienced | ower O&M costs due to sone
del ays in executing sone contracts. Those

contracts were in the process of being
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execut ed.

They weren't conpleted by the end of
the year, so they had -- you know, expenses
were | ower, but they needed to have the noney
going forward for those contracts.

In addition, the departnent also
achi eved, you know, as M. Ballenger pointed
out, higher revenue than we projected, and one
of the reasons for the higher revenue was the
fact that LIHWAP was provi ded, custoners were
applying for LIHWAP grants and received the
grants, and the departnent received sone
addi ti onal noney, like $6% mllion to support
t hose customers' bills. That was revenue that
was not initially planned. So those two
sources are what funded the 15 mllion rate
stabilization deposit.

MR. DASENT: Thank you.

M. Ballenger also refers to PAD
financial performance in fiscal years '20 --
2020, 2021, and 2022.

M. Jagt, what is the inplication of
our performance during this period?

MR JAGI: Right. Wth the exception

of 2021, which was a COVID year, our revenue
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proj ections have been within 1% or, you know,
about one and a half to -- 0.6 to one and a
hal f, which, in the industry, would be
recogni zed as, you know, a good basis of

proj ection.

There's -- the only exception was
during COVID, when we were being faced with
doing a projection at a tine when the basis of
our revenue projections, the billed vol unes
were being -- changing, and also the
coll ections was being significantly inpacted
by the offset of COvVID.

So it's an unusual year that we had,
you know, went into the rate case with sone
conservative assunptions, only because at the
time, we only had two or three nonths of data
to do a projection at -- you know, which would
refl ect the COVID pandem ¢ i npact, which
fortunately for us turned out, you know, stil
to be a reasonable result wthin 5% but we,
you know, did see a slight increase. The
actual results provided 3% nore revenue than
what we proj ect ed.

But still, our projections within the

i ndustry are very tight, and, you know,
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1 woul dn't -- that range of outperform-- or
2 that range of accuracy in our projections
3 woul d not -- you know, wouldn't be prudent to
4 do any financial planning that relies on
5 out perfornmance or getting nore revenue than
6 you project going forward.
7 MR. DASENT: Thank you.
8 M. Ballenger also refers to debt
9 servi ce coverage and other financial netrics.
10 M. Nissen, is there any guarantee
11 that PWD can neet targeted netrics by using
12 the mninmum like 1.2 tinmes coverage?
13 MR. NI SSEN:. | believe that that
14 could be problematic. Wen you target sinply
15 the m nimum | evel of coverage, you run the
16 ri sk of revenues not being that which you have
17 budgeted for, and therefore, not being able to
18 nmeet the mnimumrequirenent, which has
19 obvi ous probl ens under the indenture that need
20 to be rectified.
21 MR. DASENT: Wiy is it inportant,
22 M. N ssen, to transition to financial netrics
23 approved by the Rate Board in its 2018 rate
24 determ nati on?
25 MR. NI SSEN. The financial netrics

LEXI TAS
215-504- 4622




Water, Sewer, and Storm Water Rate Board 226

5/ 3/ 2023

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

that are articulated in the 2018 Rate Board
determ nation, specially targeting the goal of
1.3 tinmes debt service, targeting a conbi ned
Rate Stabilization Fund and Resi dual Fund

bal ance of 150 million, and targeting 20%
PAYGDO, are inportant both with respect to the
rati ng agencies and with respect to
prospective bond purchasers in the future, and
it's inportant both froma quantitative as
well as a qualitative position.

Froma quantitative perspective,
targeting to the higher coverage and then
achi eving the higher debt service coverage is
stronger and can ultimately result in
preservation or inprovenent of the credit
rating.

It also facilitates the better
ability to achieve the goal of the 20% PAYGO
since that additional coverage is what
provi des the source of funding for PAYGO
funding rather than it being nore heavily
wei ght ed t owards debt borrow ng.

But in addition, froma qualitative
perspective, the nere articulation of those

goal s, and then supported by the
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foll owthrough of those gives greater val ue
into the weighting in the rating agencies and
t he perception by prospective bond purchasers
of the managenent of the entity as they are
articulating their understanding and pursuit
with vigilance of the goals that they've laid
out and the recognition that those are
val uabl e in securing a higher credit rating
that is therefore deserving of |ower borrow ng
rates that the Water Departnent seeks to
achi eve.

MR. DASENT: Al right. Finally,
M. Ballenger refers to the CPl and PPl in his
Cross-exam nati on.

M. Jagt and M. Merritt, why are
these indices inportant in projecting future
I nflation?

MR. JAGT: So the CPI and PPlI, for
one thing, you know, we | ook at PPl for
chem cal s specifically because it provides an
I ndex that represents the chemcal -rel ated
costs in the industry. So other indices, such
as CPlI and the CPE that's recommended, are
consuner - based expenses and woul dn't refl ect

the departnent's type of expenses.
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Unfortunately, there really isn't --
as even the Public Advocate w tness says, for
chemcals, there really isn't a perfect index
that identifies like the water utility's
experi ence and the costs.

And while it's not the ultinmate or,
you know, perfect indice, it does reflect |ike
a |l eading indicator of what the costs wll be
to providing chemcals and -- to producers.
The unfortunate aspect of that is |ike what
we're seeing now is when it has a negative, it
does not reflect the fact that the producers
or the suppliers may hold on to the higher
| evel of -- the higher pricing that they've
al ready established and reduce their prices
once that cost cones back down.

So it's not a perfect index, but, you
know, we al so, when we see decreases |ike
this, I"'mnot -- | don't believe we're
necessarily going to see those decreases
provided to |ike the supplier or the buyers or
the water utilities in inmediate purchases.

The other thing is we need to
consi der other indices in that as well, you

know, because the cost takes transportation to
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provi de those and, you know, the materials

t hrough the water utilities, so, you know, the
overall indice or cost inflation is going to
reflect the cost of gas as well as other

i nflationary index, so --

| don't know, Brian, if you want to
add anything to that, or --

MR MERRITT: Well, as you said, with
respect to chemcals, you know, prices could
be sticky, neaning that just because we see a
decrease in the index for the producer doesn't
necessarily nean that the departnment wll see
a decrease.

In addition to that, you know,
contracts clearly |agged. Actual PPI
experience in terns of the 40% 43% i ncrease
I n budget ed expense that's reflected in the
change in chemcal costs from'23 to '24 is
based upon what PWD saw in contracts. And as
cited in the Operations Panel testinony, they
saw, you know, sone chem cals, specific
chem cal s increase as nuch as 100%

So | just bring that up because |
think there's still potential significant

upside in sonme areas, and, you know, it
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1 remains to be seen what will happen with it

2 novi ng forward.

3 On the CPI front, just to highlight

4 this, that -- and this is in the Rebuttal

3) Testinmony Statenent 1 as well as in the

6 OQperations Panel, it's some of PWD' s nmj or

7 service contracts are tied to the CPl, the

8 historical CPlI indices. And I'll |eave it

9 t here.

10 MR. DASENT: Thank you. That's al

11 we have.

12 HEARI NG OFFI CER CHESTNUT:

13 M. Ballenger, did you have any recross based

14 on the redirect?

15 MR. BALLENGER: No, | think -- |

16 don't think so. | was just texting wth our

17 Wi tnesses, so | think we're okay for now.

18 Thank you.

19 HEARI NG OFFI CER CHESTNUT: Okay.

20 M. Haver, did you have any redirect based on

21 the recross?

22 MR HAVER. No, | do not.

23 HEARI NG OFFI CER CHESTNUT: Thank you.

24 Then | assune nobody el se does, so, thank you

25 very nuch, panelists, you' re excused.
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1 Al t hough I"'m sure you want to stick around.

2 MR. DASENT: And we have the

3 Qper ati ons Panel up next.

4 HEARI NG OFFI CER CHESTNUT: We al r eady

5 i ncluded the Capital Panel in this discussion

6 or is there nore -- is there specific

7 guestions for thenf

8 MR. DASENT: Well, | don't know that

9 fromM. Haver. | guess that's for himto

10 deci de.

11 HEARI NG OFFI CER CHESTNUT:  Yeabh.

12 MR. HAVER | won't bel abor the

13 point. 1've nmade nost of the points |'ve

14 wanted to. | won't keep people here | onger

15 t han necessary.

16 HEARI NG OFFI CER CHESTNUT: Wl |,

17 great. |I'msure we all appreciate that,

18 especially the court reporter who has to

19 produce a quick turnaround on the transcript.

20 Yeah, that takes us, | guess, to the

21 Qper ati ons Panel .

22 MR. DASENT: And M. Jewell and Linda

23 Kramer and -- oh, Steve Junod hopefully is

24 al so here.

25 HEARI NG OFFI CER CHESTNUT: | assune
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1 they're all there. Ckay.
2 M. Dasent, did you want to present
3 t henf?
4 MR. DASENT: Yes.
5 Qur next wi tnesses are Brendan
6 Reilly -- I"'msorry, Brendan -- Ben Jewell and
7 Li nda Kraner and Steve Junod, who were part of
8 the Operations Panel, and they're tendered for
9 cross-examnation. |'massunmng there are no
10 additions or corrections to your testinony.
11 HEARI NG OFFI CER CHESTNUT: kay.
12 M. Ball enger?
13 MR. BALLENGER  Thank you. Gve ne
14 just five mnutes to organize here. | don't
15 believe | have cross but | want to nmake sure.
16 HEARI NG OFFI CER CHESTNUT:  Sure.
17 MR. BALLENGER  Thank you. Thank you
18 for giving ne a couple of mnutes, if we're
19 back on the record.
20 ["11 make this very quick and thank
21 the wtnesses for being here and al so for
22 occasionally corresponding with us when we
23 have tricky client issues. |'ve appreciated
24 their availability. | have no cross for this
25 panel .
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HEARI NG OFFI CER CHESTNUT:  Ckay.

M. Haver?

MR. HAVER  Yes, thank you.

OPERATI ONS PANEL
CRGOSS- EXAM NATI ON BY MR HAVER

MR. HAVER  How many cost-saving
proposal s have you | ooked at in the | ast
fiscal year?

MR. DASENT: M. Jewel!|?

MR JEVWELL: So I'mgoing to kind of
use your words here for a mnute. So, | guess
to shortly answer your question, | personally
have not reviewed any proposals from
respondents to professional services request
for proposals to specifically evaluate
cost-saving neasures at the Water Departnent.

MR. HAVER  To make this as quick as
possi ble, that's sufficient unless there's
nore you wanted to answer.

MR JEWELL: | wll echo the nessage
t hat Deputy Comm ssi oner Yangal ay offered,
which is that we are constantly | ooking at our
operation and our operational efficiency and
seeki ng cost savings where they are avail abl e;

wor ki ng on process optim zation, both within
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and outside the treatnent plants. And nuch of
t hat work happens with our PWD internal

per sonnel, working together across divisional
boundaries, trying to | everage the know edge
and expertise that one unit m ght have for
research, planning and research, for exanple.
And bring that into an operational realm

So while I have not specifically
reviewed a proposal responding to a request
for proposals issued by the Water Departnent,
we are constantly engaged and seeki ng out
operational efficiencies and cost-saving
measures where we see them

MR. HAVER  Thank you.

Can you tell nme the nanmes of all of
the consultants the Water Departnent has hired
inits efforts to reduce operating costs?

MR. JEWELL: | cannot -- | do not
know.

MR. HAVER  Who woul d know t hat ?

MR. DASENT: Well, we did provide a
response to you concerning some cost-saving
measures that Raftelis Financial Consultants
provided, so they will be able to tell you

when they testify -- that's Friday --
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concerni ng cost-savi ng neasures and neasures
associ ated with the TAP programthat they have
provi ded.

MR. HAVER M. Dasent, that's not
what ny question is. M question is: Can you
nanme the consultants that PWD hired in an
effort to cut costs?

MR. DASENT: And RFC, Fi nanci al
Consultants, is one, and they will speak to
that issue when they are on the stand.

MR. HAVER M. Jewell, do you have
di rection over that consultant?

MR. JEWELL: | do not.

MR. HAVER  Ckay. From an operations
poi nt of view, who has the Operations
Departnent hired as a consultant to cut costs?

MR. JEWELL: To nmy know edge, we have
not issued -- and | have a panel of Qperations
here, so Steven Junod, Brendan Reilly, Linda
Kramer, representing the vast majority of PWD
operations, as well as nyself.

Pl ease feel free to weigh in if you
have specific know edge that | do not.

But to ny know edge, |I'm not aware of

any specific contracts issued by PW
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operations in order to specifically seek out
cost - savi ng measur es.

MR. HAVER  Does the operations
departnent at PWD ever use consultants?

MR. JEWELL: Yes, we do. W engage
themin a variety of neasures to assist with
bringi ng expertise in that our personnel may
not have, in instituting best practices, you
know, providing technical expertise and
supporting general operations.

MR. HAVER  Thank you.

And we spoke earlier today about | ost
wat er and they said you were the gentleman |
shoul d ask about specifics.

What percentage of the treated water
iIs lost? And again, |I'mdefining that as
wat er that was treated but never passes
through a water neter and is never bill ed,
separate and distinct fromthe water used at
hydrants for fire protection.

MR, JEVELL: | personally at this
monment in tinme amunable to answer that
question. | honestly am not conpletely
certain we'd be able to separately and

distinctly break water use at the fire
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hydrants away from ot her water | osses.

The departnent does do sonme anal ysis
totry to assess what water is on neter, what
water is produced that is on neter, and |'m
sure that's sonmething that could be provided
foll ow ng this hearing.

MR HAVER Al right. So adding in,
then, the fire protection in the fire
hydrants, what percentage of water that is
processed is unbilled?

MR. JEWELL: As | said, at this
nmonent, | do not have that information
avai l abl e, but that information can be
provi ded.

MR. DASENT: Do you want a transcript
response? W can do that, M. Haver.

MR. HAVER  Thank you.

HEARI NG OFFI CER CHESTNUT: And t hat
transcri pt response woul d be the percentage of
| ost water?

MR HAVER  Yes.

Again, we raised this question -- |
rai sed this question before, and | was told
you were the one to answer.

What's the nane of the conpany that
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t he Phil adel phia Water Departnent hired to
make appoi ntnents to replace the water neters?

MR. JEWELL: [|I'mgoing to let Steve
Junod, he's our advanced netering
i nfrastructure inplenentati on program nmanager,
answer this.

| do know that we do have a single
contract that then involves subcontracting to
ot her service providers, so Steve is by far
the cl osest and best expert on this subject.
So I'mgoing to give the floor to him

MR. JUNCD: Steve Junod. So that's
Sensus | ncor por at ed.

MR. DASENT: |'msorry, that was too
fast for me to wite down.

MR, JUNCD: Sensus, S-E-N-S-U S,
| ncor por at ed.

MR. HAVER  Wiere is it |ocated?

MR. JUNCD: | believe they're
i ncorporated in Delaware and their
headquarters may be in North Carolina.

MR. HAVER  When you say may be in
North Carolina, |I'mnot sure what that neans.
You don't know where their headquarters is

| ocat ed?
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1 MR. JUNCD: | believe it's North

2 Carolina, Morrisville, North Carolina. But

3 t hey have various offices, so...

4 MR. HAVER  Were is their

5 Phi | adel phia office | ocated?

6 MR. JUNCD: So they work out of

7 1101 Market when they're here, or they have

8 two subcontractors doing installations, and

9 they'll work out of their offices. CC --

10 MR. HAVER  What's --

11 MR. JUNCD: -- Incorporated --

12 MR. HAVER  Again, |I'mnot asking

13 whose offices they share. |'m asking what

14 of fices do they have here.

15 MR. JUNCD: They have no offices

16 her e.

17 MR. HAVER  Thank you.

18 And you said that they have -- you

19 have a contract wwth a conpany to read neters.

20 Did I m shear you?

21 MR. JUNCD: So Sensus is our AM

22 contractor. And currently they are in --

23 MR. HAVER  Excuse ne. |'msorry.

24 What does AM stand for, please?

25 MR. JUNCD: Advanced netering
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i nfrastructure.

MR. HAVER  Thank you.

MR. JUNCD: And they read our neters.

MR. HAVER How do they do that, sir?

MR JUNOD: So it's two phases. So
we're transitioning fromour old systemto our
new system so anybody that has not been
changed out yet, it's through a nobile reading
system So basically they have three vans
that ride around each day and read those
rout es.

If they have been transitioned to the
new AM system we have a network set up and
we are able to retrieve the reads fromthat
net wor k.

MR. HAVER  \When you say you have a
network set up, what does that nean?

MR JUNOD: So we set up a network to
read the neters, you know, pick up the
radi of requency instead of having to use a van
to drive around and pick themup. So simlar
to like a Verizon network for your cellular,
simlar type network.

MR. HAVER  Thank you.

The Phil adel phia I nquirer had a story
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about peopl e who were receiving unusually high
bills.

Are you famliar with that story?

MR JUNOD: If you give ne sone
information, | may be able to talk to it, but,
no, I'mnot -- | nean, there's been several
stories.

MR. HAVER Okay. Are you famliar
with any stories about --

MR JUNCD: | amfamliar -- | am

MR. HAVER Does it -- who was
responsi ble for those billing m stakes?

MR. JUNOD: So, again, wthout
knowi ng the particulars of the account, |
can't speak to that, but | can tell you that
sonetines we get in there and we find that
there is a problemwith the neter. And it may
have been estimated for a nunber of nonths,
and when we get in there, we get a correct
reading off the register. W can get a
reading off the register or the radi o device.

If the radio device fails, there is a
backup on the register, and we report that
read, and if they were estimated over a nunber

of nonths, then there could be a makeup bill.
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So that's one instance.

MR. HAVER If a household was payi ng
their estimated bills and then receives a
$3,000 bill because they never got the actual
usage, is the household responsible for all of
the bill?

MR. JUNOD: As |long as the neter
reading was correct, yes. And there is a
nmessage on the bill that states that you have
estimated reads and you shoul d contact the
call center to have your neter checked out.

So again, that's on the bill. And if
they don't respond to that, then it can go on
for a nunber of years.

MR. HAVER  How many calls a nonth do

you receive from househol ds saying, "I got an
estimated bill"?
MR. JUNCD: | do not knowthat. [|I'm

not in the call center. That would be a cal
center question.

MR. HAVER  Woul dn't that be of
concern to you, sir?

MR, JUNGCD: Sure.

MR. HAVER  So --

MR. JUNCD: So when we get those type
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1 of calls, they'll route it to the neter shop
2 or they'll schedul e an appoi ntment when t hey
3 call for us to go out and check the neter.
4 MR. HAVER |'m aski ng you
5 specifically, wouldn't that matter in ternms of
6 your organi zational structure, how many people
7 find that on the bill and then call conpared
8 to the nunmber of people who have this happen
9 to thenf
10 MR, JUNCD: It woul d.
11 MR. HAVER  But you haven't
12 I nvestigated that; is that correct?
13 MR JUNOD: | didn't say that. So if
14 we' re made aware of the problem if sonebody
15 calls and says they have an estimted bill,
16 they' Il schedule an appointnent for us to go
17 out and check.
18 MR. HAVER  And again, | asked you,
19 how many peopl e per nonth call and say, "I
20 have an estimated bill"?
21 MR. JUNCD: | think | answered that.
22 | don't have that know edge because that goes
23 to the call center.
24 MR. HAVER  And | asked you, woul dn't
25 that be inportant to know, whether the
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1 information on the bill is easily accessible?

2 MR. DASENT: (Objection, this is

3 beyond the testinony of M. Junod and the

4 QOper ati ons Panel .

5 HEARI NG OFFI CER CHESTNUT: | think

6 he's already testified what the process is.

7 He doesn't keep track of -- | don't know. Do

8 you keep track of nonthly statistics in terns

9 of how many technicians you send out to deal

10 Wi th meter issues?

11 MR JUNCD: So as | said, we're in

12 the process of changi ng out the whol e system

13 So over the next two and a half years, we wll

14 have visited every property in the city of

15 Phi | adel phia that has a neter. So that's an

16 ongoing process. So it's alittle different

17 than our normal time when we're not changi ng

18 out and we get calls.

19 So right now we're going through and

20 changi ng out every radio device in the city of

21 Phi | adel phia. And when calls cone in and

22 there's a problem sonebody got an estinated

23 bill, there's a high -- there's a leak

24 conpl ai nt, whatever, it goes through our call

25 center, and that's autonatically routed to our
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net er shop.

So | don't need to see what's com ng
I n because that stuff is automatically routed
to themto go out and investigate.

MR. HAVER  How much is the tota
contract for the meter replacenent?

MR JUNOD: So |I'mgoing to say
that's a capital question. But just for the
installation, | believe it was around
105 ml1lion.

MR. HAVER  And how nuch do you
project you will save on an annual basis?

MR. JUNCD: So | amnot the finance
person to make those projections.

MR. HAVER Wul d that be the sane as
sayi ng you don't know?

MR. JUNCD: No, | just would not want
to guess.

MR. HAVER WII| those neters have
ti me-of-day netering capabilities?

MR. JUNOD: So they do have a date
time stanp. You can -- once you have an AM
device installed, you can go to My Philly
Water Bill, enter your information, and you

can access all of that data, hourly reads.
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1 MR HAVER |'msorry, hourly rates?

2 MR. JUNCD: Reads. Hourly reads. So

3 you' Il be able to go in there and see how nuch

4 wat er you use each hour of each day.

5 MR. HAVER Do you envision at any

6 time in the future having different rates for

7 different tinmes of day?

8 MR. JUNCD: That's out of mny scope.

9 MR. HAVER  Whose scope woul d that be

10 i n?

11 MR. JUNCD: | guess sonebody in

12 fi nance.

13 MR. HAVER  How nmany jobs were

14 created through these contracts?

15 MR. JUNCD: So | don't know, so like

16 | said, we have the contract with Sensus and

17 then they have a bunch of subs. So they have

18 two installation contractors, and | want to

19 say that between the two of them they have

20 somewhere around 70ish, hired | ocally.

21 MR. HAVER  And how many people in

22 the call center?

23 MR. JUNCD: |'mnot sure about their

24 call center.

25 MR. HAVER  Wiat's the average hourly
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1 wage of the people who are being paid?
2 MR. JUNCD: So | don't have that
3 information. W have a -- in our contract we
4 pay per installation, so there's a |lot of
5 different costs that are built into that.
6 MR. HAVER  So there's no requirenent
7 in the contract for a living wage?
8 MR. JUNOD: There was. They had to
9 pay at least a living wage, and it escapes ne
10 now on what that wage was.
11 It was somewhere in the $25 an hour
12 range. And that was put together back in
13 2018.
14 MR. HAVER | did not see that
15 contract as part of the exhibits. Could you
16 make it part of the exhibits?
17 MR JUNCD: So | believe that is
18 in -- that was in the RFP that went out, and
19 that was in the contract. But there's a bunch
20 of lawyers on here; they may know differently.
21 But we did adhere to the living wage in the
22 city of Phil adel phi a.
23 MR. HAVER  Can you nmake the contract
24 avai | abl e?
25 MR. JUNCD: | believe that was
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1 publicly avail able on Procurenent's website,

2 so | don't have it.

3 MR. DASENT: M. Haver, |'ll make an

4 attenpt to locate that contract for you

5 MR. HAVER  Thank you.

6 Again, this may not be your purview.

7 My understanding is that PWD buys natural gas

8 fromPGWN is that correct?

9 MR. JUNCD: That's not ne.

10 MR. DASENT: That's Jewel |,

11 M. Jewell.

12 MR, JEWELL: Yes.

13 MR. HAVER Has the Water Depart nent

14 | ooked at the cost savings that woul d be

15 generated by buying gas independently and just

16 usi ng PGN s pi pelines?

17 MR. JEWELL: Not being in the Cty's

18 energy office, | don't have the nobst in-depth

19 know edge of the City's energy procurenent

20 practices, but it's ny understanding that the

21 Cty's energy office negotiates with energy

22 providers rates on a periodic basis, and the

23 departnent is subject to the policies and

24 practices that are inplenented in that office.

25 And so we are, as, you know, |I'm sure
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you're well aware, we are a single departnent
existing within a city governnent

i nfrastructure that produces a |ot of rules,
regul ati ons and constraints within which we
operate, and energy purchasing is one of those
constraints.

MR. HAVER  Does PWD have a program
that rewards workers for devising cost-saving
prograns?

MR. DASENT: We answered that in
di scovery. And, I'msorry, M. Jewell.

There's no one. The answer is no.

MR. JEVELL: Thank you. That's what
| was going to say.

MR HAVER We will be done in |ess
than five m nutes.

HEARI NG OFFI CER CHESTNUT: Take as
much tinme as you need.

MR HAVER In the last ten years,
has your departnent undergone a managenent
audit or operational audit or revenue audit
from an i ndependent consultant?

MR. JEWELL: To nmy know edge, there's
been one managenent audit conducted in the

| ast ten years. There was an i ndependent
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eval uator brought in that perfornmed an audit
of the Water Departnent's field operating

units. That was conducted in 2014. But |et
nme -- | believe the report was delivered in
2014. So the audit obviously preceded that.

And -- but it was limted to an
eval uation of field operations.

MR. HAVER |'m not sure what you
mean when you say "field operation.” Can you
hel p nme understand what that term neans?

MR. JEWELL: Absolutely. So we tend
to think of the departnent in kind of |ike two
big -- or operations in the departnent in two
big functional units. There's like inside the
fence line and outside the fence |ine.

Inside the fence line is water
treatment, wastewater treatnents,
facility-based operations, fixed-location
facilities operating |large treatnent systens.

And then we discussed field
operations. Field operations is us out in the
city, us outside the fence lines, in front of
your homes doing water main repairs, you know,
doi ng sewer cl eaning and sewer inspections,

doi ng neter changes.
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Al'l of those units that are in --
exi sting out in the residential areas working
In public spaces, we refer to them
collectively as field operations.

MR. HAVER  Thank you.

Was the audit hel pful ?

MR. JEWELL: There were sone -- there
were sone good ideas that came fromit. There
were sone things that were inpl enented
qui ckly. There are things that we continue to
wor k on, continuous inprovenent. And there

were sone ideas that were consi dered and then

rej ected.

MR HAVER Did it help save any
noney?

MR. JEWELL: | don't think the
obj ective was to save noney. | think the

focus was really on identifying areas where it
could be nore efficient, and better -- and
make better use of the resources that we have
on hand in order to ensure that the noney that
we' re spendi ng on people, equipnent,
technology, is being utilized as efficiently
as possible to neet the needs of both the

utility and the residents of the city to the
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best of our ability.

MR. HAVER  To sunmmari ze, sone of the
I deas were hel pful, sone of the ideas were
good but would take a long tine to inplenent,
and sone of the ideas you rejected.

Is that a correct summary?

MR. JEWELL: Yes, sir.

MR. HAVER  Thank you.

What percentage of what PWD buys is
made i n Phil adel phi a?

MR. DASENT: (bjection, beyond the
scope of his testinony.

HEARI NG OFFI CER CHESTNUT: | f he can

answer it, | guess he can.
MR. JEWELL: | cannot answer that
guestion. | do not know. The Procurenent

Departnent nay have rul es about that. Again,
we are putting out requisitions for the
purchase of equipnent and materials that is
bei ng adm ni stered by the Procurenent
Departnment through a conpetitive bid process
that evaluates a variety of different
characteristics of all the respondents, and
then typically is a low bid -- once people are

qualified for providing services or material s,
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then it's typically a | ow bid process.

So, you know, | don't -- the Cty nmay
have that kind of information avail able, but |
do not.

MR. HAVER  Does PWD have sone goal s
for mnority business enterprises?

MR, JEVELL: As an operating
departnent in the city, and working under the
establ i shed goals of the mayor, and diversity,
equity, and inclusion, | think we're paying
attention to how those awards are bei ng nade,
but this nonitoring of that |I think is
sonething that's perforned by our finance
unit, not our operating unit.

MR. HAVER  That's funny, | asked
earlier, and they said that that was your
unit.

MR. DASENT: | don't believe that was
literally true, M. Haver. And there's Gty
policies that govern all of this. |[If you |ook
at the RFPs, there's heavy weighting toward
mnority inclusion. | pay attention to such
t hi ngs.

MR. HAVER Are there any goals for

| ocal |y purchased material s?
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1 MR. JEWELL: | don't know.
2 MR HAVER Gve ne a mnute. |
3 think I'm done.
4 What steps does the operations
5 departnent at PWD take before a rate increase
6 Is filed, a request for a rate increase is
7 filed?
8 MR. JEWELL: | nmean, obviously we
9 prepare testinony, so we're engaged in the
10 rate filing, the actual production of the rate
11 file.
12 MR. HAVER  No ot her steps?
13 MR. JEWELL: No. | nean, |'m not
14 sure what exactly you're asking for here.
15 MR. HAVER  Well, |'m asking what
16 steps you take --
17 MR. JEWELL: Yeah.
18 MR. HAVER -- before the rate
19 I ncrease request is filed, and you' ve said you
20 hel p prepare the filing.
21 MR JEWELL: Yeah.
22 MR HAVER |'masking if there's any
23 addi ti onal, and you sai d no.
24 MR JEVELL: W participate in
25 testi nony devel opment and we provide
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informati on on costing that is incorporated
i nto cost of service.

MR. HAVER  Thank you.

By the way, you said you provide
i nformati on of cost of service. It's alittle
unclear to ne. | asked earlier, but I'll ask
you: Who pays for the | ost water?

MR JEWELL: So I think this was
actual ly answered earlier.

MR. DASENT: Yes, M. Jagt spoke to

MR, JEWELL: So unnetered water is
cost distributed across the rate base.

MR. HAVER  Thank you.

Thank you very much for your tine,
and | appreciate your honest answers.

| am finished, Your Honor. | don't
want to bel abor the point.

HEARI NG OFFI CER CHESTNUT: Ckay. Did
you want to do redirect, M. Dasent?

MR. DASENT: No redirect.

HEARI NG OFFI CER CHESTNUT: Ckay. |
appreci ate that.

Ckay. Thank you very nuch,

panelists. You' re excused. You may stay.
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MR. JEVELL: Thank you.

HEARI NG OFFI CER CHESTNUT: Well, I'm
kind of surprised. | thought that would go on
much | onger

MR. DASENT: We al so have a
Communi cations and Qutreach Panel that's
avai |l able, and we were hoping to get themin
t oday.

HEARI NG OFFI CER CHESTNUT: Is
everybody ready to proceed with thenf

MR. DASENT: | see Paul -- I'msorry.

HEARI NG OFFI CER CHESTNUT: kay.

MR. DASENT: | see Paul and d en,
yes.

HEARI NG OFFI CER CHESTNUT:  So t hat
woul d be --

(Di scussion off the record.)

MR. DASENT: The Conmuni cation and
Qutreach Panel is available for cross.
don't know if M. Ballenger intends to cross
or if it's M. Haver.

HEARI NG OFFI CER CHESTNUT: Before you
do that, why don't you identify your
W t nesses.

MR. DASENT: Yes. den Abrans is our
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deputy conm ssioner for conmunications and
outreach. Paul Fugazzotto is -- I'msorry,
assistant to -- or assistant to the deputy
comm ssioner. And | don't have the exact
subset of things that you also do. There's so
many.

MR. FUGAZZOTTO  Assi stant deputy for
communi cati on.

MR. DASENT: Thank you. Thank you.
' m sorry.

M. Abrans and M. Fugazzotto are
avai |l abl e for cross-exam nation.

HEARI NG OFFI CER CHESTNUT:  Ckay.
M. Ballenger, did you have any questions for
t henf?

MR. BALLENGER | do not have any
cross-exam nation for this panel. Thank you.

HEARI NG OFFI CER CHESTNUT: Well, the
only person who did |ist any was
M. Ski endzi el ewski, and he doesn't seemto be
her e.

So, M. Haver, did you have any
guesti ons?

MR HAVER | -- yes, | do, but |

thought it would be in a different panel.
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1 MR, DASENT: Sure.

2 COVMUNI CATI ON AND OUTREACH PANEL

3 CRGOSS- EXAM NATI ON BY MR HAVER

4 MR. HAVER M. Abrans, where is your

5 on office |ocated?

6 MR. ABRAMS: It's in Jefferson

7 Center. It's 1101 Market Street, 5th floor.

8 MR. HAVER  Those are the offices

9 that were recently renovated or in the process

10 of being renovated; is that correct?

11 MR. ABRAMS: That is correct, yes.

12 MR. HAVER At the public hearings,

13 you didn't know that; is that correct?

14 MR. ABRAMS: No, that's not correct.

15 When that issue was brought up, M. Dasent

16 addressed it.

17 MR. HAVER  Were you not asked

18 directly if your offices were being renovated?

19 MR. ABRAMS: | don't recall that.

20 MR. HAVER |Is there a goal of the

21 nunmber of people who participate in the public

22 I nput hearings?

23 MR. ABRAMS: W don't have a specific

24 goal. W try to, through advertising, through

25 soci al nedia, through direct e-mail, get as
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many people as possible. So really, the goal
Is to have as nmuch participation in public
I nput hearings as possible.

MR. HAVER  Wul d there be a m ni num
nunmber that you woul d consi der acceptabl e?

MR. ABRAMS: | don't believe there is
any standard on what is acceptabl e.

MR. DASENT: | was asking you, sir.
Do you believe there's a nunber below which is
not accept abl e?

MR. ABRAMS: Really, a very small
show ng woul d be unacceptable. How you define
t hat nunber, obviously, you know, that is
sonewhat subjective. | do feel that for the
public input hearings, we had a reasonable
nunmber of people that attended and
partici pated. Again, it is always, you know,
the nore, the better.

MR. HAVER  So again, |'masking you
specifically. Wat nunber do you say bel ow
whi ch is unaccept abl e?

IMR. DASENT: He's asked and answered
t hat questi on.

HEARI NG OFFI CER CHESTNUT: He has

answered it.

LEXI TAS
215-504- 4622




Water, Sewer, and Storm Water Rate Board

5/ 3/ 2023

260

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

MR. HAVER He has not answered it.
He has not given a nunber.

HEARI NG OFFI CER CHESTNUT: He hasn't
gi ven you an answer you want, but he has
answered it. He said that there is no
speci fi ¢ nunber.

MR. HAVER  That's not what he said.
You can read back the transcript.

HEARI NG OFFI CER CHESTNUT:

M. Abrans, do you have a specific nunber or
not ?

MR. ABRAMS: | do not have a specific
nunber .

HEARI NG OFFI CER CHESTNUT: There.

MR. HAVER Wuld -- if zero people,
no one showed up, what that be acceptable to
you?

MR. ABRAMS: That would -- likely
t hat woul d be unacceptable. It would |ikely
indicate that it -- the event was not properly
pr onot ed.

MR. HAVER Do you know how many
peopl e showed up, how many nenbers of the
public showed up for the TAP hearings?

MR. DASENT: None showed up,
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M. Haver. You were there.

MR. HAVER  Actually, M. Dasent, |
was not there, but okay.

MR. DASENT: Ckay. Sorry.

MR. HAVER  Zero showed up

Are there any | essons that your
departnent at PWD | earned fromthe nunber of
partici pants being zero?

MR. ABRAMS: |'d have to review what
was done in terns of pronoting that particular
public input hearing. The people seened to be
| ess interested inclined -- regarding the
TAP- R proceedi ng versus the base rate
proceeding. | also believe that we had | ess
time to pronote that particular hearing. But
|'d have to go back and | ook.

MR. HAVER Do you know how many
menbers of the public showed up for the public
hearing on the rate request?

MR. ABRAMS: There were four
proceedings. | don't have the actual nunbers
wth ne at the nonent, but during each of
those four, | believe there were about
anywhere between 50 and 75 participants that

were on the |ine.
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1 MR. HAVER | wasn't asking about on

2 the Iine because many of those people work for

3 the Water Departnent, are consultants or are

4 parties to the case.

5 MR. ABRAMS: The majority of the

6 peopl e that were | ogged on, | believe were

7 public, were participants and not Cty

8 enpl oyees or consultants.

9 MR. HAVER  And what do you base that

10 on?

11 MR. ABRAMS: In -- well, | nean, |

12 was scanni ng the nanes that were on the

13 screen, on the participant |ist.

14 MR. HAVER  And you conpared that to

15 t he nunber of people who work for the Water

16 Departnent, consultants or were parties?

17 MR. ABRAMS: Yes. Again, | -- this

18 was done just by I. | don't have an actual

19 list of the participants, but | believe that

20 Is that -- and sorry, | -- I'mnot quite sure

21 if that is record within this proceedi ng.

22 MR. HAVER Are you famliar wth the

23 Regi stered Community Organizations in the city

24 of Phil adel phi a?

25 MR. ABRAMS: Yes, | amfamliar with
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t he RCOCs.

MR. HAVER  How nmany nenbers of RCOs
came to those hearings?

MR. ABRAMS: | do not know.

MR. HAVER  How many RCOs did the
Wat er Departnent neet with before the
heari ngs?

MR. ABRAMS: | know that in terns of
e-mails. Paul --

MR. HAVER | didn't ask about
e-mails. How many did you neet with either in
person or on Zoontf

MR. ABRAMS: W neet with Registered
Communi ty Organi zations frequently regarding
construction investnents.

MR. HAVER  Again, that's not ny
question. M question is: How many RCGOs did
you neet with, either virtually on Zoom or
sonething simlar to Zoom or in person
regardi ng the public input hearings on the
rate increase?

MR. ABRAMS: | do not believe that we
had any neetings with Registered Comunity
Organi zations regarding the rate proceedi ng or

the public input hearings.
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MR. HAVER  How nmany neetings, either
virtually or in person, did you have with
advocacy groups prior to the water rate
hearing on the rate request regarding the rate
request ?

MR. ABRAMS: Well, we did have
neetings regarding -- | nean, there's the
Resi dential Custoner Assistance and Services
Committee that is -- has a nunber of nenbers,

i ncl uding Community Legal Services, UESF, and
ot hers --

MR HAVER  Are you -- excuse ne.

Are you suggesting UESF and Community Legal
Services are ratepayers, like the public
rat epayers?

MR. ABRAMS: No. | believe your
question -- if you could restate your question
again. | thought you were tal king about
communi ty advocacy groups.

MR. HAVER  Right, who are not paid
for through Water Departnent noney.

CLS has a contract fromthe Water
Departnent. UESF has a contract with the
Water Departnent. |'m |l ooking for --

MR. BALLENGER: W do not have a
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contract wwth the Water Departnent. Thank
you.

MR HAVER Onh, | forgot. You have
your contract with the Water Rate Board. Only
t he noney cones fromthe Water Departnent.
Thank you for that distinction. You answer to
the Water Rate Board and not the Water
Departnent. GCot it.

So agai n, any advocacy groups that do
not get noney directly or indirectly fromthe
Wat er Departnent, did you nmeet with them prior
to and regardi ng the proposed water rate
I ncrease?

MR. ABRAMS: |'msure there were
nmeetings. | do not have a list right now
But we woul d have to go back through and | ook
at cal endars, e-mail conmunications to
det ermi ne who, but --

MR. HAVER  How many neetings?

MR. ABRAMS: | do not have that
i nformation at the nonment.

MR. HAVER  Ckay. You nentioned
earlier that you advertised. Were did you
advertise?

MR. ABRAMS: Paul, could you help ne
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out with that one?

MR. DASENT: The Rate Board actually
did the advertising for the various hearings.
They posted the ads. W are aware of the ads,
and | think the Public Advocate al so was aware
of the formof the ads, because they resenble
the ones that were used in the |ast rate case,
and that's true for technical hearings and
formal hearings. And they're posted in the --
is it the Inquirer, Daily News, Legal
Intelligencer, and then the Water Depart nent
follows up with social outreach

And Paul can speak to that because
it's just amazi ng how many things they do.

MR HAVER |I'msure it is, but
M. Abrans said that the Water Depart nent
advertised the hearings. |'m asking
specifically where those advertisenents were
pl aced.

M. Dasent, | do thank you for your
t esti nony.

MR. ABRAMS: | m sspoke. Because,
actually, as M. Dasent says, it was the Water
Rate Board that placed the ads, so that's what

| was referring to.
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MR. HAVER  So the Water Depart nent
pl aced no adverti senents?

MR. ABRAMS: No, it's not our
responsibility to do that. W focused our
energi es on social nedia and other fornms of
communi cation in order to alert the public to
t hese heari ngs.

MR. HAVER |Is there any prohibition
agai nst you advertising the hearings? It's
not your responsibility. |s there any

prohi biti on agai nst you doing so?

MR. ABRAMS: | am not aware of any
pr ohi bi tion.
MR. HAVER |'m accepting that for

the purpose of these hearings you are an
expert in communications. Am/| correct?

MR. ABRAMS: You can say that.

MR HAVER Wuld it be a fair thing
to say that you are an expert?

HEARI NG OFFI CER CHESTNUT: But isn't
he not presented as an expert? 1Isn't he a
fact w tness?

MR. DASENT: He is a fact w tness,
but his expertise is renowned, but -- so,

M. Haver can cross.
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MR. HAVER In terns of
Sensus-tracked data, who gets the benefit
of -- the largest benefit frominternet
adverti sing?

MR. ABRAMS: From i nternet
adverti sing?

MR. HAVER  Soci al nedi a.

MR. ABRAMS: Social nedia, okay.

MR HAVER  Yes.

MR. ABRAMS: So there's social nedia
advertising and there's social nedia posting.
So |l -- you know, | think it -- are you
referring to advertising or are you referring
to posts that the Water Departnent nay do?

MR. HAVER |'ll say both and nake it
easier for you and save tine.

MR. ABRAMS: In this case, | do not
believe that we did any specific adverti sing
on Facebook or other social nedia. It was
posting on Facebook, on Nextdoor, and other --
| believe those were the main nediuns.

In ternms of the ZIP code distribution
of those, | don't have that information
avai |l abl e.

MR. HAVER In your opinion, are
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peopl e who are struggling economcally nore or
|l ess likely to access Nextdoor and the
Facebook posts than people who are m ddl e
class or nore affluent?

MR. ABRAMS: There is absolutely a
digital divide, and so that -- and fol ks that
are struggling economcally may be less likely
to be accessing information via the internet
or through, you know, the -- well, via the
I nternet and social nedi a.

But those were not the only ways that
we tried to distribute information. W al so
had toolkits and flyers and things |ike that
for partners to distribute. So there -- you
know, we do try to address the digital divide
by making i nformati on avail able in other neans
other than -- rather -- instead of just
el ectronically.

MR. HAVER  How many partners do you
have?

MR. ABRAMS: That's a great nunber.
| don't have the list right now | think we
coul d provide the nunber of organizations that
we sent information to.

MR. HAVER  You said that they were
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1 distributing information for you. |'m not
2 aski ng you about the people you sent
3 information to. |'m asking you about your
4 partners who you just said were distributing
3) i nformation for you.
6 How many of your partners distributed
7 information for you that you know and
8 confirmed did it?
9 MR. ABRAMS: | don't have that
10 i nformation at the nonent.
11 MR. HAVER  And again, | don't want
12 to keep you |l onger than necessary, but I'ma
13 little confused. You said you have a nunber.
14 | ' m aski ng you how many, and you say you don't
15 know how many.
16 Let ne ask it another way. How do
17 you confirm whet her one of your partners has
18 di stributed informati on or not?
19 MR. ABRAMS: W would only be able to
20 do that by following up directly with them
21 MR. HAVER  And how nmany of your
22 partners did you follow up directly wth?
23 MR. ABRAMS: | do not personally know
24 that information. | would have to follow up
25 with my staff to find out.
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MR. HAVER How |l arge is your staff?
How many people work for you?

MR. ABRAMS: There is a total count
of 111. That includes the custoner contact
center. So in terns of conmunications, that
Is a much small er nunber. There are about,
what, 15 people in ternms of comunity
engagenent and our communi cations team

MR. HAVER O those 15 people, how
many were tasked with doing followup to
comrunity groups to see if they were passing
out the information you requested?

MR. DASENT: |f you know.

MR. ABRAMS: Yeah, | don't -- | don't
know. | nean, that wasn't sonething that |
personal | y managed.

MR. HAVER  Who personal ly nanaged
t hat ?

MR. DASENT: (bjection, irrelevant.
| rrel evant.

HEARI NG OFFI CER CHESTNUT: If he can
answer it, but...

MR, DASENT: Okay.

MR. ABRAMS: Well, | nean, so there

were a number of folks. So both, you know,
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1 Paul , who is on the line, and then Laura

2 Copel and -- who is on vacation and therefore

3 unable to be here today -- certainly helps in

4 distributing information to other

5 organi zations, either -- and sone of that was

6 sending out information to city council and to

7 their staff. Sonme were to community-based

8 or gani zati ons.

9 Again, we could dig into this a

10 little bit nore and provide sone nore specific

11 information. | just don't have that avail able

12 ri ght now.

13 MR. HAVER  Forgive ne, |'mnot going

14 to pronounce M. Fugazzotto's |ast nane

15 correctly. But as he is here, | would like to

16 ask himthe sane question.

17 Sir, do you know how many people were

18 tasked with doing followup to comrunity

19 groups to see if the information was

20 di ssem nat ed?

21 MR. FUGAZZOTTO | do not know.

22 MR. HAVER Do you know how many

23 comrunity groups were contacted to see if the

24 i nformati on was di ssem nat ed?

25 MR. FUGAZZOTTO | do not have an
LEXI TAS

215-504- 4622




Water, Sewer, and Storm Water Rate Board 273

5/ 3/ 2023
1 exact nunber. | could |look at |east and see
2 on our partners' e-mail distribution |ist,
3 probably within a pretty short period of tine
4 and get that information to you.
5 MR. HAVER  Again, | appreciate the
6 offer of telling me it was on your e-nmail
7 list. | personally have an e-mail |ist of
8 close to 7,000. I'mnot sure that that's the
9 best way to conmuni cate with people.
10 | was assum ng that you're experts
11 and you know about open rates and you know
12 about commtnents after an e-mail and that
13 e-mails are rarely sufficient. Mybe |'ve
14 m sj udged your experti se.
15 MR. DASENT: |Is there a question?
16 MR. HAVER Yes. Wuld you agree
17 that e-mails are not a sufficient way of
18 conmuni cati ng?
19 MR. FUGAZZOTTO | woul d di sagree.
20 MR. HAVER  So you don't think that
21 an open rate matters?
22 MR, FUGAZZOTTO. No, | would disagree
23 that it's not a good nethod of communi cati on.
24 MR. HAVER Does the open rate matter
25 of your e-mails?
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MR. FUGAZZOTTO  Absolutely, as does
the click rate.

MR. DASENT: So do you have t hat
I nformati on avail abl e?

MR, FUGAZZOTTO | could pull that
information fairly easily, yes. | do not have
it at this nonent.

MR. HAVER  Thank you.

So I'mrequesting, again, the nunber
of community groups who conmtted to passing
out the information you were asking for, as
you said, distributing it. |'masking how
many of themreceived foll owup phone calls to
see if the work was done. |[|'mrequesting the
opening -- the open rate of the e-mails and
the clicks for the e-mails for your outreach.

MR. DASENT:. Cot it.

MR. HAVER | don't want to bel abor
the point. |'ve made ny points. | won't keep
them here any | onger than necessary.

HEARI NG OFFI CER CHESTNUT:  Ckay.

M. Dasent, did you want to do sone
redirect?

MR. DASENT: No redirect.

HEARI NG OFFI CER CHESTNUT: (kay.
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Then | guess you're excused, gentlenen. And |
think that takes us to the end of today.

MR. DASENT: It does. And we have
the water conmm ssioner first thing tonorrow
nor ni ng.

HEARI NG OFFI CER CHESTNUT: And t he
Publ i c Advocate w tnesses?

MR. DASENT: Yes.

HEARI NG OFFI CER CHESTNUT: Those are
schedul ed for tonorrow.

MR. DASENT: Quite a few of those,
yes.

HEARI NG OFFI CER CHESTNUT: But we had
excused the PLUG wi tnesses. No one seened to
have any cross for her.

MR. DASENT: That's correct. And |
don't believe M. Haver was going to have any.

MR. HAVER  That's not correct.

VR. DASENT: Onh, sorry.

MR HAVER | did talk with him
yesterday as you offered, and | found the
conversation was not sufficient.

HEARI NG OFFI CER CHESTNUT: Al l right.
Does anybody have anything further they want

to bring up before we adjourn for the day?
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MR. DASENT: Nothing for the
depart nent.

MR. BALLENGER: Nothing for the
Publ i ¢ Advocat e.

MR. HAVER  Not hi ng, Your Honor.

HEARI NG OFFI CER CHESTNUT: Thank you
all very much. | appreciate this. | really
was expecting this to go on nuch later. And
|"msure this will be a big help in terns of
us getting the transcript on a tinely basis.

MR HAVER We'll try not to
di sappoi nt you tonorrow and keep you until at
| east 8:00.

HEARI NG OFFI CER CHESTNUT: Pl ease
don't. | get really cranky if it cuts into ny
TV tinme, you know.

MR HAVER | would say that's an
under st at ement .

HEARI NG OFFI CER CHESTNUT: Yeah,
pr obabl y.

But all right then. Enjoy the rest
of your day and I'll see you all at
9:00 o' clock tomorrow. Thank you very nuch.

MR. DASENT: Thank you.

HEARI NG OFFI CER CHESTNUT: And,
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Debbi e, if you have any questions about

spelling or anything -- | did provide you with

sone docunents, but et nme know Don' t

hesi t at e.

(Time noted: 3:32 p.m EDT)

- -000- -
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