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EXEC. DI R. McCLENDON: Ckay. Good
nor ni ng, everyone.

First, I would like to offer ny
sincerest apologies for the delay in getting
started. There were sone tech issues that
we were having that took nore tine,
honestly, than they should have to get
resolved. So | do offer, on behalf of the
Comm ssi on, apol ogi es.

We are going to go ahead and get
started with everything here. W do have
our court stenographer here present, Sue
M gatz, to take a true recording of this
hearing, so we're going to go ahead and get
started.

Wel come, everyone, to the
Phi | adel phia Gas Comm ssion's public hearing
in regards to PGWs FY 2026 Operating
Budget .

My nanme is Genela MClendon. | am
t he Executive Director of the Gas
Comm ssion. To ny right is Senior Hearing
Exam ner Hei di Wishi nske, Hearing Exam ner

Rosl yn Bell, and Budget Anal yst Anna Rowe.
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We do have an agenda today to get
started. The first matter, Sue, do you want
to swear everyone in as of now?

THE COURT REPORTER: | think it would
be better to do it as they testify.

EXEC. DIR. McCLENDON: So just for a
poi nt of reference, those who will be
testifying on behalf of PGWand on behal f of
t he Public Advocate, you will be sworn in.

M. Ballenger and M. Morgan, we wl|
swear you guys in at the start of Gas
Processing -- well, actually, let's swear
themin now because we do have housekeeping
and there may be sonme back-and-forth.

So if we could swear in M. Ballenger
and M. Modrgan, as well as M. Dasent, we
can begin with that.

MR. BALLENGER: | don't intend to
provide testinmony, so | think just
M . Morgan needs to be sworn in.

EXEC. DI R. McCLENDON: M. Morgan,
yes.

(Wher eupon, the w tness, LAFAYETTE K
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MORGAN, JR., was sworn.)

EXEC. DI R. M:CLENDON: Okay. So the
first itemon the agenda i s housekeepi ng
matters.

On behal f of PGW we have M. Andre
Dasent. M. Dasent, you may begin.

MR. DASENT: Thank you, and good
nmor ni ng, everyone.

We have sone stipul ations or
agreenents that the Public Advocate and PGW
have arrived at.

One has to do with the adjustnents
for conditional funding and specifically the
Ri sk Based Col |l ections Score Moddel. That's
a $547,000 item It is not technically an
adjustnment, but it will be subject to
condi tional funding by agreenent.

We al so have an adjustnment that's
wi t hdrawn t hat al so appears in M. Mrgan's
testinony. It deals with adm nistrative
consulting expense. |It's a downward
adj ust ment of $48, 000.

We'll have discussion of a variety of
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other itenms, the conditional funding and the
l'i ke, in the context of today's hearing, but
those are the two areas where we have found
agreenent. We may find additional areas of
agreenent as we go on today. Thank you.

EXEC. DIR. McCLENDON: Thank you.

M. Ballenger, do you have anything
additional to add?

MR. BALLENGER: Nothing. That's an
accurate statenment of where we are.

EXEC. DIR. McCLENDON: Thank you.

Just as a foll owp, because on the
agenda item we do have listed "Legislative
Advocacy Expense to be addressed in briefs,™
just for clarification, that will not be
di scussed today; correct?

MR. DASENT: Yes. Thank you for
pointing that out. We will address that
i ssue on briefs by agreenent also. Thank
you.

EXEC. DIR. McCLENDON: Thank you.

MR. BALLENGER: We will brief the
| obbyi ng expense as we usual ly do.

EXEC. DIR. McCLENDON: Okay. Thank
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you.

So then the next itemup on the
agenda is Gas Processing. Dan Cassidy for
PGWw || be testifying.

Ms. Mgatz, if you could swear
M. Cassidy in.

(Wher eupon, the wi tness, DANIEL
CASSI DY, was sworn.)

EXEC. DIR. McCLENDON: M. Dasent and
M. Cassidy, you may begin.

MR. DASENT: Just one informal note.
In the old days we woul d stand, Dan, when we
did that. Just throwing that in there.

Good norning, M. Cassidy.

MR. CASSI DY: Good norning.

MR. DASENT: Have you revi ewed
M. Morgan's testinony that's presented
t oday as Public Advocate Statenment No. 1,
particularly with the adjustnment
regarding --

EXEC. DIR. McCLENDON: Excuse ne,

M. Dasent. W're hearing a |ot of
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rustling. | don't knowif that's com ng
from PGW s boardroom
MR. DASENT: | have a feeling that

that's ne. G ve ne one second.

MS. O BOYLE: | didn't hear it, did
you?

MR. DASENT: Apologies. That's
called a fan. It's hot.

EXEC. DI R. McCLENDON: Under st ood,
under st ood.

MR. DASENT: But |'IIl survive.

Good nmorning, M. Cassidy. Did you
review M. Moirgan's testinony presented in
this hearing with regard to the adjustnent
on Gas Processing's Purchased Services
expense?

MR. CASSIDY: | have.

MR. DASENT: And do you agree with
the adjustnment that he is advocating in the
amount of, it looks like, $1.1 mlIlion? Do
you agree?

MR. CASSIDY: | do not.

MR. DASENT: Can you explain why?

MR. CASSI DY: Yes. So using the nost
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recent three-year trend captures historical
spending that is a good predictor for the
fiscal year 2026 Operating Budget tine
frame.

In setting the budget we al so
consi der projects that we need and what we
know have al ready been conpleted to get to
an appropriate nunber.

In the Gas Processing budget in the
cat egory of Purchased Services PGWis
requesting $1.8 mllion, which, as you
menti oned, is an increase over the 2025
budget line item Note that this category
is used to keep the Ri chnond and Passyunk
Pl ants operational throughout the year.

There are parts of this budget
cat egory spending that are planned and parts
that are unplanned. Therefore, it is
difficult to predict exactly what will be
needed based on expected activities al one.

We have a reasonabl e, albeit general,
i dea of what is comng in fiscal year '26
but can't predict every issue that may

arise. This is a major reason why we're
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using the three-year average to predict what
will be needed in fiscal '26 for this line
item

Some exampl es of unknown events
i nclude boil-off gas conpressor failure,
| i quefaction vaporization system mgj or
conmponent troubl eshooting and repair, and
pl ant control system i ssues.

| f these systems fail or are not
operating properly, specialty vendors nust
be brought in to address the issues quickly,
make the systens operati onal again, so that
PGW can continue to provide safe and
reliable service to our custoners. These
repairs can cost up to several hundred
t housand dol | ars each.

In sunmary, the '22 to '24 average
spend in this category is about $2.6
mllion, and note that the '22 to '24
nunbers were used because they were the best
avai |l able at the time of the budget
subm ssi on.

We reviewed the average spend and

consi dered any known additions or
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subtractions for fiscal year '26.

One of the major drivers for the
t hree-year average of Purchased Services was
the LNG tank roof painting at Ri chnond
Pl ant .

Knowi ng that the $2.6 mllion average
i ncluded this project, which is now
conpl eted, by the way, we reduced the
expected spend in the '26 budget to
$1.8 mllion.

Note al so that we now have enough
spending data in fiscal year 2025 to
indicate that $1.8 mllion is about what is
expected to be spent in this current fiscal
year as well.

Finally, please also note that we
will not spend the budgeted amount if it is
not required to keep the plants operating
safely and reliably.

MR. DASENT: Is it a fair statenent,
M. Cassidy, that PGWdoesn't blindly spend
based upon averages, that they take into
account specific activities that the Conpany

is contenplating during the next fiscal
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year ?

MR. CASSIDY: Correct. As best we
can predict, things that we plan will happen
or things that we know have happened in the
past and will not happen noving forward, we
take that into consideration.

MR. DASENT: Thank you.

| have nothing further.

EXEC. DIR. McCLENDON: M. Ballenger?

MR. BALLENGER: Thank you, yes.

Good nmorning, M. Cassidy. Can you
hear me okay?

MR. CASSIDY: You just broke up.

Your video just broke up a bit. But | hear
you now.

MR. BALLENGER: | hope | don't have a
tech probl em here.

Good norning, M. Cassidy.

MR. CASSI DY: Good norni ng.

MR. BALLENGER: | want to just go
over the prior years' budget amounts in the
Purchased Services area for your departnent
and, you know, assum ng that you don't have

all of that at your fingertips, |I'm
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perfectly happy if you accept a number
subject to check taken from past filings.

| s that okay, to go through that a
little bit?

MR. CASSI DY:  Yes.

MR. BALLENGER: Good.

Just | ooking back, the fiscal year
2025 for Purchased Services for Gas
Processing was (indistinguishable). Does

t hat sound right?

THE COURT REPORTER: ' m sorry, Rob
this is Sue. You're com ng through very
chopped up. | m ssed the total nunber you
sai d.

MR. BALLENGER: 697,000. Let nme see
if I can switch sonmething.
Can you hear nme now?

THE COURT REPORTER: Yes.

MR. BALLENGER: COkay. | cranked up
my m crophone. |'mnot sure that's going to
work, so I'll try to speak up.

So in the current year, fiscal 2024,
t he budget for the Purchased Services

expense was $836, 000. Does that nunber

Veritext Lega Solutions
215-241-1000 ~ 610-434-8588 ~ 302-571-0510 ~ 202-803-8830




© 00 N O g b~ wWw N PP

N N N NN P P PR R R R R R,
A WO N P O O 0O N O O B WO N+ O

Page 16

sound right as well?

MR. CASSI DY: Yeah, that sounds
right.

MR. BALLENGER: Then in 2023 it was
(i ndi stinguishable).

THE COURT REPORTER: Sorry, Rob; with
t he nunbers, | am just not heari ng what
you' re sayi ng.

MR. CASSIDY: Can you try turning
your video off, Rob, to make it better? |
can pretty much hear everything here.

MR. BALLENGER: Wth the video off,
you won't see my exasperation.

THE COURT REPORTER: Listen, | don't
m nd that everybody el se can hear. |If |

can't hear, it doesn't matter what anybody

el se hears. | apologize for that, but |I'm
not going to sit here and act |like |I'm going
to hear it on the Zoom audio. | can't say
that I'"'mgoing to hear it if |I listen to it

| ater.

Sorry, M. Cassidy; | just took, |
guess, a little offense to your comment. |

need to hear in order to be able to report.

Veritext Lega Solutions
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MR. CASSI DY: Sorry.

MR. BALLENGER: So | was | ooking at
the fiscal 2023 budget for Purchased
Services for Gas Processing --

THE COURT REPORTER: s it me?

EXEC. DI R. M CLENDON: No. We are
getting a lot of cross-talk that is
happeni ng.

' msorry to interrupt you, Rob.

| know that there are a couple of
people in PGWs boardroom |If you guys
could please Iimt any conversations because
we're getting a ton of cross-talk in this
hearing roomand it's making it hard for us
to hear, neaning it's hard for Sue to hear.
As she indicated, she has to hear.

So pl ease go on.

MR. BALLENGER: Okay. So | was
aski ng about the fiscal 2023 budget for
Purchased Services for Gas Processing and
asking M. Cassidy to confirm subject to
check, that the budgeted anmount was
$700, 000.

THE COURT REPORTER: Rob, here's what

Veritext Lega Solutions
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" mgoing to tell you. | heard "$700, 000."
| s that what you sai d?

MR. BALLENGER: No.

THE COURT REPORTER: Ri ght. | know
It wasn't.

MR. BALLENGER: Yeah.

THE COURT REPORTER: It's not com ng
t hrough, Rob, for sone reason. And it's not
the conference room it's you. You're
breaking up syllabically, if I can explain
that. |'m hearing, you know, "Gas
Processi ng" because | know you nean to say
"Gas Processing,"” but nobody else in this
room can say they're hearing you say "Gas
Processing,"” as an exanple. They're hearing
"Gas 'ing."

Let's go off the record.

(Di scussion held off the record.)

EXEC. DIR. McCLENDON: Today with the
heat, you know, we understand; but going
forward, unless there are extenuating

ci rcunstances, including health issues, we

Veritext Lega Solutions
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are going to respectfully request that
everyone from PGW and the Public Advocate be
present here in the hearing room going
forward for public hearings and Conm ssion
nmeet i ngs.

You know, we can't nove forward with
things. The tech issues that were happening
initially, you know, that was nobody's fault
on this call, nobody's fault in this room
We're going to get to the bottom of what
happened with that. But, you know, we know
that we did a great job being virtual during
t he pandem c, but at this point we are in
person.

The hybrid option really is intended
to allow nmembers of the public to
participate renmotely if they can't make it,
you know, with an eye towards having
i ncreased participation in our proceedings.

You know, obviously there are
extenuating circunstances, and today woul d
be one of them | prom se you, none of us
woul d want to be here in this heat if we

didn't have to be.

Veritext Lega Solutions
215-241-1000 ~ 610-434-8588 ~ 302-571-0510 ~ 202-803-8830




© 00 N O g b~ wWw N PP

N N N NN P P PR R R R R R,
A WO N P O O 0O N O O B WO N+ O

Page 20

But going forward everyone is going
to have to make an effort to be here
physically present in the hearing roomfor
Comm ssi on proceedings just so that the
peopl e who are actually testifying, we're
not having these sorts of issues going
forward.

| thank you in advance for your
under st andi ng and cooperation with that.

MR. BALLENGER: Can you hear ne any
better now?

EXEC. DIR. McCLENDON: Yes, that's
much better

MR. DASENT: A little bit.

EXEC. DIR. McCLENDON: | think that's
going to be nuch better.

MR. BALLENGER: As to the subject we
were just discussing, | would respectfully
ask that M. Mrgan not have to incur the
expense of traveling. That obviously would
drive up the expense of our services, and
his attendance virtually has not been
probl emati c.

| understand that it's preferable to
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have people in the room but ny
understanding is that M. Mdrgan is not even
currently in the United States, so there is
the potential for his travel expenses to be
pretty significant.

EXEC. DIR. McCLENDON: As | said, you
know, extenuating circunstances woul d be
understood. Sonmebody not being in
Phi | adel phia, it's understandabl e. But i f
you're in the City, it's a little harder.

MR. BALLENGER: Okay.

EXEC. DIR. McCLENDON: If we could
nove on with the agenda.

MR. BALLENGER: Okay. Well, let's
junmp right back in and see if my audi o hol ds
for a few m nutes.

The | ast nunber that | was di scussing
for fiscal 2023 as budgeted for Purchased
Services for Gas Processing | have as
$797, 000.

Do you accept that subject to check,
M. Cassidy?

MR. CASSI DY:  Yes.

MR. BALLENGER: And in the prior

Veritext Lega Solutions
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year, fiscal 2022, | have the budget as
$770, 000.

Do you accept that subject to check?

MR. CASSI DY: Yes.

MR. BALLENGER: And so turning to the
Suppl enmental filing in this budget, Page
101, | see that your fiscal year 2023
Pur chased Services expense was just under
$3.5 mllion; is that correct?

MR. CASSIDY. That's correct, yes.

MR. BALLENGER: And then in fisca
2024 it was al so way over the budget anount.
It came in at $3,263,000; isn't that right?

MR. CASSI DY: Yes.

MR. BALLENGER: Okay. And | think
you di scussed sone of the reasons why,
having to do with the LNG tank painting;
right?

MR. CASSI DY: Correct.

MR. BALLENGER: For years before
fiscal 2023 your actual expenditures were
not this high; right? You weren't spending
$3 million a year for Purchased Services

before 2023, were you?
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MR. CASSIDY: | only |ooked at '23
and that was about $900, 000 pl us.

MR. BALLENGER: Okay. I think maybe
you nmeant fiscal 2022.

MR. CASSIDY: Correct, right.

MR. BALLENGER: So $967, 000 for
fiscal '22.

Do you happen to recall what the
Purchased Services expense for fiscal year
2020 was?

MR. CASSIDY: | don't.

MR. BALLENGER: Wbuld you accept,
subject to check, that it was $690, 000?

MR. CASSIDY: Yes. |If you're |ooking
at it; yes.

MR. BALLENGER: Okay. So in
di scovery the question we asked was in
PA- OB-21 and we asked PGWto explain
increases in certain categories of Gas
Processi ng Purchased Services expenses.

Do you renmenber that question?

MR. CASSI DY: Yes.

MR. BALLENGER: And the response --

and |I'm going to quote what we received in
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response -- was: "Purchased Services and
General Maintenance was increased for the
fiscal 2026 Operating Budget to align nore
with the average three-year actual spending
for fiscal year 2022 through 2024."

s that a correct statenment of the
di scovery response?

MR. CASSI DY: Yes.

MR. BALLENGER: Okay. And | just
want to flag for the record, there is no
category of expense identified as general
mai nt enance; isn't that right?

MR. CASSIDY: They're maintenance
contractors.

MR. BALLENGER: Mai nt enance
contractors.

And there's al so general material;
correct?

MR. CASSI DY: Correct.

MR. BALLENGER: Okay. And | think
you explained a little bit before, but I
just want to make sure we're clear, the
$1.8 mllion in your budget, that is not a

strai ght three-year average from 2022 to
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2024; right?

MR. CASSIDY: Correct. The average
was about 2.6 mllion, 2.7 mllion.

MR. BALLENGER: Ckay, because | think
we' ve used the term "average." | just want
to make sure that we're clear that that's
not exactly what the budget is based upon.

MR. CASSI DY: Correct.

MR. BALLENGER: OCkay. But, in any
event, you're not projecting the |evel of
expendi ture that PGW experienced in fiscal
2023 and fiscal 2024; correct?

MR. CASSIDY: Correct, the 3.3, 3.4
mllion, correct, we're not projecting that.

MR. BALLENGER: OCkay, great.

Al right. 1"l allow or ask
M. Mrgan, if it's okay with the Hearing
Exam ners, if he has any additi onal
guestions at this tine.

EXEC. DIR. McCLENDON: You can
proceed.

MR. MORGAN:. Hi. This is Lafayette.
| don't.

EXEC. DIR. McCLENDON: Just to
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confirm M. Mrgan, you don't have any
addi ti onal questions?

MR. MORGAN: That's correct, | don't
have any.

EXEC. DIR. McCLENDON: Okay.

|s there anything el se then,

M. Ball enger?

MR. BALLENGER: Not at this tinme.
Thank you.

MR. DASENT: | have a foll owp
gquesti on.

EXEC. DIR. McCLENDON: M. Dasent,
you can go ahead.

MR. DASENT: Yes.

M. Cassidy, it sounds to ne |ike the
t hree-year average is used to informthe
budget process.

s that a correct statement?

MR. CASSIDY: Yes, it is.

MR. DASENT: And based upon what you
know for the comng fiscal year, you adjust
your projections for fiscal '26 based upon
what you know, the best you can know, at

this particular tinme; is that true?
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MR. CASSI DY: Yes.

MR. DASENT: All right. Thanks.
That's all | have.

EXEC. DIR. McCLENDON: Okay. Thank
you. Thank you very nuch, everyone.

(Wtness excused.)

MR. GALLAGHER: |'m sorry; we have
Jane Lanb here and she has a commtnment. |If
we can nove her up in the pecking order, we
woul d appreciate it.

MS. LAMB: | have a nediation at
11:00; | apol ogi ze.

EXEC. DIR. McCLENDON: No worri es,
Jane.

|f the Advocate doesn't object, we
can switch the order of the agenda.

MR. BALLENGER: We have no objection.

EXEC. DIR. McCLENDON: Okay. Before
we get into that, please, if you' re not
speaki ng, nute.

| just want to acknow edge the

presence of one of our newest Gas
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Comm ssioners, M. Domnick McGraw fromthe
Office of Sustainability. He is here
observing today's hearing, so | just wanted
to acknowl edge his presence.

Ckay, M. Dasent.

MR. DASENT: Yeah. Ms. Lanb hasn't
been sworn.

EXEC. DIR. McCLENDON: Can you swear
Jane Lanb in, Sue. Thank you.

(Vher eupon, the w tness, JANE LAMB,
was sworn.)

EXEC. DI R. McCLENDON: M . Dasent,
you can proceed.

MR. DASENT: Thank you.

Good norning, M. Lanb.

Have you read M. Morgan's testinony
with regard to an adjustnment related to

condi tional funding authorization for excess

liability --
MS. LAMB: | did.
MR. DASENT: -- insurance?

MS. LAMB: Yes.
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MR. DASENT: Do you agree with his
recomendation that it be treated as a
condi tional funding authorization?

MS. LAMB: | do not. Previously we
had some of our lines of coverage |listed as
condi ti onal because they invol ved
eventualities that m ght or m ght not come
to pass.

For exanple, we previously had noney
for builder's risk insurance if we had
enbar ked on this LNG project that didn't
happen. That | understood. That
condi ti onal fundi ng made sense.

In this case we al ways buy a variety
of insurance and this is our standard
excess, our liability coverage is, and
condi tional funding wouldn't be appropriate
because we need to buy it.

| don't know what else to say.

MR. DASENT: Well, by when do you
need to buy it? Does it have to be
effective the beginning of the fiscal year?

MS. LAMB: Yes. The current coverage

expires 8/ 31, so we need to have bound
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coverage in by 9/1. Qur coverage, these
| i nes of insurance, run concurrently with
our fiscal year. So the new coverage needs
to be bound and in place 9/1 of every fiscal
year.
MR. DASENT: And to have
aut hori zation to proceed you need to
i medi ately have authorization in this
budget process. |t can't be del ayed because
of some other incident or sone other
requirenment. |Is that true?
MS. LAMB: No. No, definitely not.
MR. DASENT: We've done this before.
| cannot remenber a simlar adjustment for
this line itemin the past. Am| correct?
MS. LAMB: Not with excess, no.
Again, we typically do builder's risk and
the line of environnmental that we considered
that we said we would need to put in place
if we were building this LNG project. Since
we didn't build it, we didn't need to
purchase the coverage. So that was properly
done as conditional.

But there is no condition here. Thi s

Veritext Lega Solutions
215-241-1000 ~ 610-434-8588 ~ 302-571-0510 ~ 202-803-8830




© 00 N O g b~ wWw N PP

N N N NN P P PR R R R R R,
A WO N P O O 0O N O O B WO N+ O

Page 31

is the coverage we need and al ways buy.

MR. DASENT: Thank you, Ms. Lanb.

That's all | have.

EXEC. DIR. McCLENDON: M. Ball enger?

MR. BALLENGER: Thank you.

Good norning, M. Lanb.

MS. LAMB: Good nor ni ng,

M . Ball enger.

MR. BALLENGER: Sorry; |'m saving
bandwi dth so | can see the conference room
but you can't see me, and | apol ogize for
t hat .

| just wanted to refer back to a
statenment from prior. In this proceedi ng we
had i nformal discovery neetings, and at the
time of the first informal discovery neeting
you testified that you were projecting a
| arge increase in excess liability
I nsurance; right?

MS. LAMB: |I'ma risk manager; right?
And when | do ny insurance budget, | | ook at
the state of the market, and we haven't had
any |l arge | osses or anything |like that and

there's not hing about PGW s operations that
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woul d make any of the carriers want to
i ncrease our coverage costs.

But the fact is there has been a | ot
of inflation. So | have the noney in there.
Cbviously | would not spend it if | didn't
need it.

MR. BALLENGER: Thank you.

| think you also said at that neeting
that it's not a given that PGWs costs w |
go up as much as you project. 1Is that
right?

MS. LAMB: Exactly, yes. W buy a
| ot of our coverage through the energy
i ndustry nutuals and because they're
mut ual s, you know, created by energy
conpani es and they recogni ze the nature of
our business, they tend to have |ower, nore
reasonabl e costs than the private market.

MR. BALLENGER: And | spent a little
time reading up on the market for insurance
for energy conpani es and what | saw -- and |
woul d ask you if you would agree -- is that
it has been reported that there is

consi derabl e conpetition in the market anong
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insurers right now. Wuld you agree with
t hat ?

MS. LAMB: It depends on the line of
coverage, but there can be. There 1s sone
capacity.

MR. BALLENGER: Wbuldn't it stand to
reason that conpetition anong insurers would
be beneficial in terms of pricing?

MS. LAMB: Absolutely. But as |
said, the bul k of our coverage we get
t hrough the energy mutual s because the
prices tend to be | ower and they have a huge
comm tnment to education, safety, and | oss
control and they do all these things to
benefit the nmenmbers. So we end up buying
fromthem So |I think they are | ess
i npacted by things |ike capacity.

But | will say the higher |evels of
our coverage do cone fromthe private market
and |1'm hoping they will be | ower because if
there's nore capacity, we'll work with our
broker to get the best deal.

MR. BALLENGER: And you indicated

earlier on in the proceeding at an informl
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di scovery neeting that you had an RFP out

for a new broker. Do you have any updates
on that?
MS. LAMB: |'mwaiting to hear from

our board about a new broker.

MR. BALLENGER: Ckay. And | just
wanted to confirma little bit about what
the issue here in M. Mrgan's testinony is.

You understand that the only anmount
that M. Morgan has recommended for
condi tional funding is the amunt in excess
of fiscal year 2025's budget for excess
liability insurance; right?

THE W TNESS: Ri ght.

MS. LAMB: Right. But as |
under st and, that would nean that when | get
t he quotes, before | bind coverage, | need
to cone back to you before binding; and to
really negotiate with the carriers, these
t hi ngs can conme very much at the |ast mnute
and | feel, respectfully, like com ng to get
t hat additional funding would jeopardize the
timeliness of our renewal.

MR. BALLENGER: Well, you recognize
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this isn't a line item budget, correct, the
Operating Budget is not a line item budget?

MS. LAMB: Yes, | get that. But,
again, | have had conditional approval in
t he past and those conditions never cane to
pass so | didn't need to cone and get the
condi ti onal funding.

| s what you're saying that | could
just spend the noney? |'m not sure |
under st and.

MR. BALLENGER: Well, |I'm saying that
overall the Operating Budget is not subject
to the sane constraints as the Capital
Budget where line item spending is enforced
and is only released or allowed to be
transferred under limted conditions. You
don't have to nmake a transfer from one area
of Purchased Services to another in the
Operating Budget is what |I'm saying.

MR. DASENT: Let me just junp in,
Jane.

That's a true statenment there's nore
flexibility in the Operating Budget. It is
not a line item budget. And the Gas
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Comm ssion would have to sort of bless that
approach. But that is a true statenment and
historically it's been a true statenent.

But it doesn't, | don't think,
counter the argunent that Jane is making
that she needs flexibility to go and pursue
t he quote, you know, based upon market
condi ti ons when she gets the quote to bind
t he coverage and not have any inpedi nent to
havi ng coverage in place in tinme. And
that's really all we're asking for here.

And we don't want to go rogue al so.
We |ike to get authorization in advance as
opposed to sort of doing things in a way
that's | ess professional. So that's a part
of the argunent al so.

MR. BALLENGER: And just to be clear,
if M. Morgan's adjustnment, which is just a
conditional adjustnent, is approved, PGW
woul d have i nmedi ate spendi ng authority of
over $4 mllion for this particular policy
and coverage; correct?

MS. LAMB: The current, yes. The

amount that's not conditional, yes.
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MR. BALLENGER: | think that's
hel pful and I don't want to keep you
unnecessarily, Ms. Lamb. So |I'Ill concl ude
there and if the Hearing Exam ners wil|
allow M. Morgan an opportunity to ask any
questions he has, | think we can wrap up.

EXEC. DIR. McCLENDON:  Yes.

MR. BALLENGER: Thank you.

EXEC. DI R. M CLENDON: M. Morgan, do
you have any questions for Ms. Lanb?

MR. MORGAN: No additional questions.

EXEC. DIR. McCLENDON: Okay. Thank
you.

M. Dasent, because | know Ms. Lanb
has to | eave, do you have anything on
redirect?

MR. DASENT: Not as to this issue.
But she has another issue, the Conprehensive
Records Study.

EXEC. DIR. McCLENDON: Okay.

Ms. Lanb, are you going to be able to
stay for that?

MS. LAMB: | can do that. | wll be

alittle late for the nediation, but they
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want sonething fromnme so they will wait.

EXEC. DIR. McCLENDON: Okay.

MR. DASENT: If | have perm ssion to
proceed, Madam Hearing Officer, | would Iike
to address the Conprehensive Records Study.

In that respect, M. Mrgan addresses
t he study and indicates that conditional
fundi ng aut horization should be given for
$200, 000 in the budget for the Conprehensive
Records Study.

Do you agree with that
recommendati on?

MS. LAMB: | do not. PGW has been in
business a long tine. W have a | ot of
records, we have a |lot of data, and we have
managed t hrough different vendors storing
things off site.

But as technol ogy has changed, there
are a lot of options and we want to figure
out the best way, nost cost-effective way,
to store all of our historic data that we
w Il need to access and the best way to
easily access that.

The days of just putting boxes away
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as the only option are gone and we don't
have people on site who are experts in this
area and there are people who are out there
who know how to take advantage of the | atest
t echnol ogy and woul d be able to help us
devel op a programthat, again, would be
cost-effective and still, nmost inportantly,
all ow us to access those records when we
need t hem

So, no, | do not agree.

MR. DASENT: But what would be the
probl emin having that authorized on a
condi ti onal basis once you have a fina
nunber ?

MS. LAMB: Again, the only
conditional line items |I've had have been
circunstances not cone to pass. So | have
not yet had to come back and ask for that.
But because we would like to get this done,
| "' m not sure what the process would be.
We're hoping to get noving on this.

MR. DASENT: Do you have any
confirmation in your records as to what a

reasonabl e estimate would be for this
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progrant in other words, having interacted
with a vendor?

MS. LAMB: Yes. W reached out to
our IS departnent because they are or in
many ways m ght be the keeper of this. They
came up with the estimate for this.

Cbvi ously, like anything el se, when
we do RFPs, we will consider price as one of
the options. But the estimte we got from
our | S departnent.

MR. DASENT: Thank you, Ms. Lanb.
That's all | have.

EXEC. DIR. McCLENDON: M. Ballenger?

MR. BALLENGER: Thank you.
actually don't have any questions in this
area so unless M. Modrgan does, | think
we' re satisfied.

MR. MORGAN: No questions from ne.

EXEC. DIR. McCLENDON: Okay. Thank
you very nuch.

MS. LAMB: Thank you for --

EXEC. DI R. McCLENDON: Go ahead,
Jane.

MS. LAMB: Thank you for being
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flexible. | appreciate it.
EXEC. DIR. McCLENDON: No problem
Thank you for your tinme today.

(Wtness excused.)

EXEC. DIR. McCLENDON: Next up on the
agenda is Field Operations with Shawn
Murr ay.

M. Miurray, if you could step forward
and Ms. Mgatz will swear you in.

MR. GALLAGHER: l''m sorry; excuse ne.
Deni se Adanucci is here and she has a
comm tment so if we can nmove her ahead, |
apol ogi ze to Operations.

EXEC. DI R. M CLENDON: Okay.

| f the Advocate doesn't have an
obj ection, then we'll place Ms. Adamucci
next .

MR. BALLENGER: No obj ecti on.

EXEC. DI R. M:CLENDON: Okay. So
instead of it being Field Operations, it's
going to be Custoner Activities with Denise

Adanucci .
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Ms. Mgatz, if you could swear

Ms. Adanucci in.

(Vher eupon, the w tness, DENI SE

ADAMUCCI , was sworn.)

EXEC. DI R. McCLENDON: M. Das
you can proceed.

MR. DASENT: Thank you.

ent,

Good norning, M. Adanucci. |'m not

used to saying your full |ast nane.
| love to say instead.

Have you reviewed M. Mrgan's
adj ust ment - -

MS. ADAMUCCI : Yes, | have.

Deni se

MR. DASENT: -- to the VP Regul atory
Conp/ Conmpl i ance Custoner Prograns?
MS. ADAMUCCI: It was described as

Custonmer Programs. It's in the VP

Regul at ory budget .

MR. DASENT: Okay. Do you agree with

hi s adj ust nent ?
MS. ADAMUCCI: No, | don't in

particular for two of the items. For

t hr ee
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of the other items | don't necessarily agree
and think it would be inadvisable to nodify
t hose.

MR. DASENT: Could you break that
down for us?

MS. ADAMUCCI: Sure. So I'll focus
first on the Consulting Services for
Regul atory Affairs and the Tenp Hel p
Contractor for Regulatory Affairs.

So just the history of Regulatory
Affairs and strategy being in ny departnent,
came into nmy departnent around fiscal '22, I
think there was a VP who |left and the
department was essentially split and the
work redistributed, so | brought an enpl oyee
in and I think his first full year was
fiscal '23.

| did a | ot of education with himin
t he Universal Service space, which in the
regul ated PUC world is inportant to
under st and because of the proportion of
| ow-i ncome custonmers that we have that need
our prograns.

So we really didn't need spending in
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that area. We had spending in case we
needed it for Regulatory, but it has only
really been recently that | have been able
to nmove that person into the Regul atory
space.

So ny expectation is that the spend
for the Tenp Hel p and the Consulting
Services will be spent in '"26. '25 was the
first year you can see we spent on
Consul ting Services and that was for a
regul atory tool to assist with the
depart ment.

Wth respect to the other line item
so it's LI HEAP Eval uation, LIHEAP Qutreach,
and then Universal Service Evaluation &
Enhancenents, not only do | disagree wth
particularly the Universal Service
Eval uati on & Enhancements, but | don't think
it would be advisable to take those away.

LI HEAP Eval uati on and Outreach, those
were new starting in fiscal '25, and we
added them because we' ve been doing a | ot
nore work in our LIHEAP Qutreach space and

weren't sure If we woul d need external
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assi stance for those.

| recognize that the Federal
Government has proposed to elimnate LI HEAP.
Of course, we are working, you know, to try

to advocate for that not to occur and we

will be concerned if it did. So those two
l[ine items, |'"'mnot sure if we'll need them
| guess it will depend on that.

But essentially those are to assi st
an anal yst that we have that | ooks at the
type of outreach that we do in order to nmke
it nmost effective to help our custoners and
advocate for themto go and apply for
LI HEAP, which is adm nistered by the
Commonweal t h.

Wth respect to the Universal Service
Eval uati on & Enhancenents, | think that was
described a little bit as maybe |ike we were
using this as a placeholder, which I would
not necessarily disagree with.

Because we have a lot of activity in
t hat area, so Universal Service is our
| ow-i ncome progranms, we often nmake sure that

we have budget avail able for changes that we
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m ght need to make or new things that we
ni ght need to do.

A current exanple of this is right
now we are in a rate case and actually CLS
is representing two clients in that rate
case and their clients have recommended a
significant nunber of nodifications in our
Uni ver sal Service space.

So things spin out of the rate case.
This is a budget that | would need for sone
of those things potentially.

So | would say these three itens are
really things that we have for the benefit
of our low-income custonmers, so that's why |
would say | think it's inadvisable probably
to elimnate them

MR. DASENT: Thank you, Ms. Adanucci.

l"mtrying to think. Wth respect to
Line Items 1 and 2 that are shown in the
chart in M. Mrgan's testinmony on Page 9,
and you were referring to the LI HEAP
Eval uati on and the LI HEAP Qutreach, 1 f that
were treated as conditional, would that be a

probl em for PGW
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MS. ADAMUCCI : No.

MR. DASENT: That's all we have.
Thank you.

EXEC. DIR. McCLENDON: M. Ball enger?

MR. BALLENGER: Thank you.

Good norning, Ms. Adamucci.

MS. ADAMUCCI : Good nor ni ng.

MR. BALLENGER: | would |like to | ook
alittle bit nore broadly at this area with
you and just conmparing M. Mrgan's table on
Page 9 of his testinmony with the
Suppl emental filing on Page 138, | see that
there are a nunber of Purchased Services
expenses that aren't reproduced in
M. Morgan's testinmony.

Do you agree with that?

MS. ADAMUCCI: Can sonebody give ne a
copy, please?

MR. BALLENGER: Well, for a couple of
exanpl es, you have Customer Satisfaction
Surveys under Purchased Services.

MR. DASENT: We're trying to find it.
We're trying to find it.

MR. BALLENGER: Okay.
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MR. DASENT: \What page of the
Suppl emental filing? 1'm alnost there.

MR. BALLENGER: Page 138.

MS. ADAMUCCI : Ckay, |I'mthere.

MR. BALLENGER: Okay. And | just
wanted to point to a couple of exanples.

So, for exanmple, you have Customer
Satisfaction Survey. |It's the first item
under Purchased Servi ces.

And you woul d agree that's not
sonet hing that M. Morgan had --

MS. ADAMUCCI :  Yes.

MR. BALLENGER: -- included for
pur poses of adjustnent; right?

MS. ADAMUCCI: The only itens that
M. Morgan addressed were LIHEAP Qutreach
and Eval uation, Universal Service Eval uation
& Enhancements, Consulting Services for
Regul atory Affairs, and Tenp Hel p Contractor
for Regul atory Affairs.

| s that incorrect?

MR. BALLENGER: No, no. That's
correct. Thank you.

' m hearing some conversation while
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we' re tal king.

MS. ADAMUCCI: Hol d on, please.

| can't hear what he said.

| apol ogi ze.

MR. BALLENGER: That's okay. Thank
you.

So there are several areas in your
Purchased Services budget that M. Morgan
hasn't proposed an adjustnment for. | think
that's what we're discussing; right?

MS. ADAMUCCI :  Yes.

MR. BALLENGER: And overall your
Purchased Services budget for fiscal 2026 is
just under 1.5 mllion; right?

MS. ADAMUCCI : 1.487.

MR. BALLENGER: Right. Thank you.

And | just wanted to again sort of
poi nt out that M. Mrgan is not dealing
with all of those Purchased Services
expenses and so his totals shown in his
table on Page 9 is different than the totals
shown in the Supplemental filing. | just
wanted to make sure that was clear to you

and the record. |Is that right?
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MS. ADAMUCCI :  Yes.

MR. BALLENGER: And | wanted to just
take a | ook nore broadly at actual spending
conpared to budget for your Purchased
Services expense and so | | ooked back at
fiscal year 2023, and | saw that your total
budget for Purchased Services was $2.11
mllion.

Does that sound right, subject to
check?

MS. ADAMUCCI: You're saying fiscal
20237

MR. BALLENGER: Yes.

MS. ADAMUCCI: OCkay. And you're
asking for the budget?

MR. BALLENGER: Yes. The budgeted
amount | have is slightly over $2 mllion,
$2,110,000. And if you don't have that
handy, you can al ways just confirm subject
to check.

MS. ADAMUCCI: |'m showi ng a
di fferent nunber, but we would have to
confirmit.

MR. BALLENGER: COkay. And your
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actual expenditures for Purchased Services

that year, what | see is a total of
$251,462. Does that sound right?
MS. ADAMUCCI: | don't have fisca

23 in front of me, but | would submt that
| have underspent in this budget.

MR. BALLENGER: Okay. And, |ikew se,
in fiscal 2024 | see PGW budgeti ng
$2, 146, 000 and spendi ng just over $300, 000,
$306, 092.

Does that sound right, subject to
check?

MS. ADAMUCCI: So like I said,
don't have those budgets in front of ne
because we were just tal king about fiscal
2026. But, again, | agree that |'ve
under spent in this budget.

MR. DASENT: Historically.

MS. ADAMUCCI :  Yes.

MR. BALLENGER: Ri ght.

And | do want to just recognize that
there are three itens that you previously
i ncluded in your Purchased Services budget

that you've removed for this year, the
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Uni versal Service |npact Eval uation, the CRP
Revi si on Process Eval uati on, and Universal
Services Qutreach; correct? Those have been
removed?

MS. ADAMUCCI: For this fiscal year?

MR. BALLENGER: Yes.

MS. ADAMUCCI: In fiscal year '25 we
nodi fied, | believe, the LIHEAP because we
no | onger had the district offices and
that's when we nmoved it into Outreach and

Consul t ant .

MR. BALLENGER: And |'m asking --

MS. ADAMUCCI : | believe --

MR. BALLENGER: Sorry; go ahead.

MS. ADAMUCCI: Sorry. | think that's
the year that we noved that. |'m not sure

if that's responsive to your question.

MR. BALLENGER: | was just | ooking
agai n back at prior budgets and seeing
approxi mtely $500,000 for three different
items: Universal Service |Inpact Eval uation,
CRP Revi sion Process Eval uati on, and
Uni versal Services Outreach. And | don't

see those in your fiscal 2026 budget and --
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MS. ADAMUCCI: Yes. So | apol ogize.
| didn't prepare on mnmy prior budget years.
However, because of PUC activity and the
nmodi ficati ons that we made to our prograns
over the years, particularly CRP, as you
remenber, when we |owered the energy burden
t hat custoners had to pay on that program
was concerned about PUC requirements with
respect to eval uations of those prograns.

So sonme of what you see in prior
budgets was to address the potential that
t he Conmm ssion would require certain types
of eval uations of the prograns.

So this budget is extraordinarily
i npacted by concerns | have about things
that m ght cone out of PUC proceedi ngs,
which really it's difficult for me to match
that up with the Gas Comm ssi on budgeti ng
process.

MR. BALLENGER: And maybe just to
simplify it, if we take a | ook at Page 138
of the Supplenmental again and | ook at the
budget for fiscal 2025 conpared to the

budget for 2026, you know, there was
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$220,000 in the budget in fiscal 2025 for
Uni versal Service |Inmpact Eval uation and you
have zeroed that out for the current budget
year; right?

MS. ADAMUCCI : Because the Conm ssion
and our Universal Service plan set the
Uni versal Service | npact Evaluation in the
future. It is not in fiscal 2026 that we'l
have to do it.

MR. BALLENGER: Right. And the sane,
you've zeroed out the CRP Revision Process
and the Universal Services Qutreach as well;
right?

MS. ADAMUCCI: Because we received
final approval for the CRP revision change.
We did not have to do an evaluation of it.

MR. BALLENGER: Right. And just to
confirm | mean, that is $520,000 that was
included in the prior budget that you are
not asking for in this budget.

MS. ADAMUCCI:  Well, | think Page 138
shows that, yes.

MR. BALLENGER: Okay. | don't think

| have anyt hing el se.
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If it's okay with the Hearing
Exam ners, | would like to see if M. Morgan
has any nore questions.
EXEC. DI R. McCLENDON: M. Morgan?
MR. MORGAN: No, | don't have
anyt hing additional.
EXEC. DIR. McCLENDON: Okay. Thank

you.

M. Dasent, do you have anything on
redirect?

MR. DASENT: Nothing on redirect.
Thank you.

EXEC. DI R. M:CLENDON: Okay.

Thank you, Ms. Adanucci. We
appreci ate your tine.

MS. ADAMUCCI : Thanks, and thanks for
pushing me up a little bit. | appreciate
it.

EXEC. DIR. McCLENDON: No problem

(Wtness excused.)

EXEC. DIR. McCLENDON: Before | cal

M. Mirray, does Ms. Guzman have a sim |l ar
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concern where we need to shift her?

MS. GUZMAN: If it were possible,
t hat woul d be very appreci at ed.

EXEC. DI R. McCLENDON: Ckay. If the
Advocat e doesn't have an issue, we wll make
that shift.

MR. BALLENGER: No, of course not.

EXEC. DI R. M:CLENDON: Okay. So we
have Raquel Guzman here to discuss the Legal
Servi ces budget.

Ms. M gat z.

(Wher eupon, the wi tness, RAQUEL N
GUZMAN, ESQ., was sworn.)

EXEC. DI R. M CLENDON: M. Dasent,
you can proceed.

MR. DASENT: Thank you.

Good norning, Ms. Guzman. | just
want to ask you a few questions about
Speci al Legal .

Have you read M. Morgan's testinony
with regard to the Special Legal budget?

MS. GUZMAN: | have.
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MR. DASENT: He makes recommendati ons
there to reduce your budget. Do you agree
with his recommendati ons?

MS. GUZMAN: | don't, possibly
wi t hout any difference in the reasons | have
objected in the past when there have been
requests that our budget should not be
approved because of the fact that we budget
amounts that we think are necessary shoul d
we need that |egal advice.

There hasn't really been a change in
my argument, which is that |egal matters
come up, they conme up often unexpectedly.
Some we can plan; some we can't. But with
respect to our budget, we really do need to
plan for some of those potential outcones.

One number that's been fairly |arge
for a nunber of years has been the anount
that's been put aside for special
transactional work. |'m actually about to
put out an RFP to deal with that potenti al
engagenent .

But even with that, | tend to put out

nunmbers that are nore towards what | want to
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spend versus what has been approved by the
Comm ssion because | don't want folks to
think that they can bill maxi num anounts.

Andre, you know, given that you are
al so our outside counsel, | ampretty frugal
and | try to keep track of people and how
much they're spending. | try to reduce
costs wherever and whenever possible.

But that said, if matters conme up, |
can't be left with cover bare. So that's
essentially still my argunent. |It's been
our argurment for the |ast nunber of budget
years. It hasn't changed and that's
essentially where ny testinony stands.

MR. DASENT: Now, Ms. Guzman, in the
past the Gas Comm ssion has sort of seen
that this argunment is valid and given | eeway
to Special Legal that's different than other
budget areas because you're basically trying
to anticipate actions of your adversaries
and be prepared and be ninble and be
transparent also to the Conm ssion that we
need to spend noney sonetines, but that

you're also very frugal, | will attest to
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t hat .

MS. GUZMAN: Yes.

MR. DASENT: Thank you. That's all
we have. Ms. Guzman is avail able for
further questions.

EXEC. DI R. McCLENDON: Ckay.

M. Ballenger?

MR. BALLENGER: Thank you,

Ms. Guzman. Just a couple of questions.

| think this is evident from
M. Morgan's testinony, but just to get your
confirmation here, you would agree that PGW
has not had to spend the full anmount of its
Speci al Legal budget in recent years; isn't
that correct?

MS. GUZMAN: Not in the aggregate,
no, we have not. But in certain instances
we have hit right up to the line and in sone
cases there has been a need due to
litigation to go over.

MR. BALLENGER: And by "go over" you
don't nmean the total Special Legal budget.

MS. GUZMAN:  No.

MR. BALLENGER: You nean the specific
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amount that you've identified, for exanple,
for tax and revenue matters or
envi ronment al .

MS. GUZMAN: Yes, exactly. It really
depends on what cones our way in ternms of
| egal wor k.

MR. BALLENGER: And so operating
within the overall Special Legal budget,
you've had nore than adequate funding
avail able to do all the various work that
falls in these categories; is that correct?

MS. GUZMAN: | think we've had
adequate amounts. | can't speak to whether
it would be adequate if sonme of the
contracts were let, which | am about to do.
W will see what the market gives us in
terms of folks and what their rates will be.

As you know, and | haven't discussed
it yet, but one of the ongoing issues has
been that our rates are very favorable. W
got sonme permssion -- and | should note
this -- we had sonme perm ssion fromthe Law
Departnment fromthe City Solicitor to raise

rates for certain specialty counsel within
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the category of Special Legal. That
i ncludes regul atory, it includes our FERC
work, it includes environnmental.

So next year or this '26 | believe
t hat our nunbers are going to junp just
based on that increase, even if the nunber
of hours stays static.

MR. BALLENGER: And | think I've
heard you say in the past that there is sonme
| evel of unpredictability in the Speci al
Legal Services area.

GUZMAN:  Yes.

BALLENGER: Is that correct?
GUZMAN:  Yes.

BALLENGER: And while that may be

20 30

true, at the end of the day you have been
able to come in under budget consistently;
right?

MS. GUZMAN: |1'll take that as a
conmpliment; but, yes, we have.

MR. BALLENGER: | anticipated you
woul d.

MS. GUZMAN: And thank you, because

let's just say it requires a |lot of strength
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in order to tell folks that they need to
m nd their hours very carefully while I'm
al so getting a favorable rate out of them
That's a difficult task.

MR. BALLENGER: | said | would be
brief so unless M. Mdrgan has any
gquestions, with the Hearing Exam ners'’
perm ssion, | think we can nove al ong.

EXEC. DI R. McCLENDON: M. Morgan?

MR. MORGAN: No, no further
guestions.

EXEC. DIR. McCLENDON: Okay. Thank
you.

M. Dasent, do you have any redirect?

MR. DASENT: Nothing on redirect.

EXEC. DI R. M CLENDON: Okay.

Thank you very nuch, M. Guzman.

MS. GUZMAN: Thank you for shifting
me forward. | appreciate it.

EXEC. DIR. McCLENDON: No problem

(Wtness excused.)

EXEC. DIR. McCLENDON: And then
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finally our poor kicked-along Field
Operations, M. Shawn Murray.

Ms. Mgatz, if you could swear him

(VWher eupon, the w tness, Shawn
Murray, was sworn.)

EXEC. DI R. McCLENDON: M. Dasent,
you may begin.

MR. DASENT: All right. Thank you.

Good nmorning, M. Murray. | just
want to touch base with you concerning an
adj ustment for General Materials expense.

Have you reviewed M. Mrgan's
testinony in this regard?

MR. MURRAY: | have.

MR. DASENT: Okay. And he's making
recommendati ons there to reduce your budget
and |'m wondering if you agree with that
adj ust ment.

MR. MURRAY: | do not agree.

MR. DASENT: And can you explain why?

MR. MURRAY: Sure. M. Morgan fails
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to see that the | evel of spending for
general materials is increasing
significantly and that a $1.3 mllion budget
adjustnment is unrealistic at this tine.

I n preparation for this budget
proceedi ng PGW anal yzed the average cost of
materials fromfiscal year '21 through '24.
Thi s anal ysis denonstrated that on average
mat eri al costs have increased by 23% during
this four-year period.

PGW s actual spending for general

mat eri al s over the past fiscal years range

from4.9 million in fiscal year '22 to
6.5 mllion in both fiscal years '23 and
"24. Both of those years we had 6.5 mllion

i n expenses.

So whet her we | ook back four years or
three, material costs have increased
significantly. The question is how do we
best capture this for the purpose of setting
t he budget for fiscal year '26.

M. Morgan is correct in noting that
PGW devel oped a fiscal year '26 budget using

the fiscal year '24 actuals and then
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escal ati ng those costs by 2.2% The

di fference between using the fiscal year '24
actual s and the two-year average of fiscal
years '23 and '24 is an adjustnent of

$4, 436.

PGW i ntended to use the two-year
average, fiscal year '23 and '24, escal ated
by 2.2% to develop the fiscal year '26
budget. Using just the fiscal year '24
actuals as | just described was an oversi ght
on nmy part.

PGW still believes that using the
two-year average for fiscal years '23 and
"24 to develop the General Materials budget
is appropriate. Using the two-year average
and escalating that by 2.2%results in a
budget of $6, 640, 736.

This represents a downward adj ust nment
of $4,533 for the amount that's stated in
t he budget. PGW woul d agree to this
adj ust ment.

MR. DASENT: M. Mirray, what
materials are included in this budget

cat egory?
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MR. MURRAY: The General Materials
budget includes a wide array of materi al
used for |l eak repair and preventive
mai nt enance. Due to the variable nature of
mai nt enance wor k, PGW cannot ready predict
t he exact quantity of materials that will be
consunmed in a given fiscal year. It's
critical for PGWto budget prudently based
on material that PGW expects to be used on
hi storical trends.

MR. DASENT: Thank you, M. Mirray.

That's all we have.

EXEC. DIR. McCLENDON: M. Ballenger?

MR. BALLENGER: Yes. Thank you.

M. Miurray, | admt | had a little
bit of a hard time jotting some of this down
in my notes, so we may revisit a couple
t hi ngs you sai d.

But I want to just start with the
response to HE-9 and the statenment there was
that PGWtook the two-year average and
escal ated costs by 2.2% to develop the
fiscal year '26 General Materials budget.

| think what | heard you say is that
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that's not what PGWdid and that instead you
t ook the 2024 actual s and escal ated them by
2.2% is that right?

MR. MURRAY: That's correct.

MR. BALLENGER: Ckay, because when |
| ook at -- and I'mon Page 91 -- the
Suppl ement, | don't see the actual for
fiscal 2024 here, but what | do see is the
estimate for fiscal 2025.

MR. MURRAY: Rob, if | could just
interrupt you for a nonent there, when we
provided the estimate for fiscal year '25
when we were devel oping the '26 budget, we
used the actuals fromfiscal year '24 as an
estimate for '25 since we saw that increase
in spendi ng over the past couple years.

MR. BALLENGER: Thank you,
M. Mirray, because what | figured out was
that mathematically if you added 2.2% to the
$6, 502, 000 shown as your estimte, you would
achi eve your budget number of $6, 645, 000;
ri ght?

MR. MURRAY: That's correct.

MR. BALLENGER: Ckay. So that's the
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same nunber then. That's what | was trying
to get clear in my head.

MR. MURRAY: Yep.

MR. BALLENGER: Okay. Unl ess
M . Morgan has any questions, | don't think
| have any additional questions at this
tinme.

MR. MORGAN: No, | don't. | don't
have any.

EXEC. DIR. McCLENDON: Okay.

M. Dasent, before | let you
potentially redirect, we just wanted to get
some clarification from M. Mirray.

|t sounded |like you said that PGW
woul d agree to an adjustnent in this area
and we will be asking that it be nore fully
addressed in the TR requests, which we'l]l
get to at the end of all of this. But just
for right now, could you repeat what it is
t hat you sai d?

MR. MURRAY: Yes. So the downward
adj ust nent that PGW woul d agree to woul d be
a downward adjustnent in the '26 budget of

$4, 533.
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MR. DASENT: And that's based upon
sort of correcting your approach, which you
i ndi cated was an oversi ght on your part, and
doi ng what we said we planned to do in the
first place, which is using a two-year
average plus escalating it by 2.2%

MR. MURRAY: That's correct, Andre.

EXEC. DI R. M:CLENDON: Okay. Thank
you very much.

M . Dasent, do you have any redirect?

MR. DASENT: Nothing further from us.
Thank you.

EXEC. DI R. M:CLENDON: Okay. | f
there's nothing else on that, thank you,

M. Murray.
MR. MURRAY: Thank you.

(Wtness excused.)

EXEC. DIR. McCLENDON: At this
time -- and | can't see or tell -- if there
are any menbers of the public who are
present virtually in this hearing who w sh

to speak on the record, would you please use
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the controls to raise your hand and indicate
that you would like to offer comments.

Okay. I'll give it a few nore
moments. Not seeing any at this point.

Ckay. If there is no one present,
then we will nove on to the last itemon the
agenda, which is the final instructions for
this.

Prior to the start of this hearing a
copy of the Exhibits List was circulated to
the parties. | suspect that you have not
had a chance to actually review it to verify
if it looks true and correct.

But | wll just ask, M. Dasent:

Have you had a chance to |l ook at it?

MR. DASENT: Just eyeballing it, it
| ooked like it had everything except the
TRs.

EXEC. DI R. McCLENDON: Ckay.

M. Ballenger?

MR. BALLENGER: Yeah. | have not
actually had an opportunity to review that
so |l will take a | ook after the hearing.

EXEC. DIR. McCLENDON: Okay. So this
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is a departure from prior proceedi ngs. Just
to make sure that we do have an accurate
version of the Exhibits List, we are going
to make that our TR-1: Please confirmthat
the Exhibits List that was distributed prior
to the commencenent of today's public
hearing is true and accurate.

Next | guess woul d be TR-2.

HEARI NG EXAM NER WUSHI NSKE: Can you
hear me?

For TR-2, the standard adjustnents
acceptable to both parties after the
concl usion of today's hearing.

MR. DASENT: |I'mnot sure if I'm
clear at |east when the TRs will be due.

EXEC. DIR. McCLENDON: Well, that's
what we're about to get to next.

MR. DASENT: Okay.

EXEC. DIR. McCLENDON: Briefs are due
July 3rd. Would it be reasonable for us to
request the TR responses be submtted by
this com ng Thursday, the 26th?

MR. DASENT: | think that's easy

enough for me to say.
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Bill, if you agree, we'll get it
done.
EXEC. DI R. M:CLENDON: M. Gall agher?
MR. GALLAGHER: Yes, we accept that.
EXEC. DIR. McCLENDON: Okay.
M. Ballenger?
MR. BALLENGER: That works for us as
wel | .

EXEC. DIR. McCLENDON: Okay. Thank
you very nuch.

As | noted, briefs are due July 3rd.
The Hearing Examners will be issuing their
Recommended Decision on July 15th. All
comments and exceptions fromthe
participants will be due by July 18th with
final action by the Comm ssion taking pl ace
on August 12t h.

|s there anything that |I'm m ssing?

HEARI NG EXAM NER WUSHI NSKE: No.

EXEC. DIR. McCLENDON: Okay.

M. Dasent, is there anything else
that needs to be addressed prior to
adj ourning this hearing?

VMR. DASENT: | don't think so.
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t hi nk we've covered everything. Thank you.

EXEC. DIR. McCLENDON: M. Ballenger?

MR. BALLENGER: Not hing further.
Thank you.

EXEC. DIR. McCLENDON: Okay. Thank
you all very much for your time and your
generous understandi ng about the issues that
we had this nmorning. We appreciate your
pati ence and cooperation with that.

Pl ease try to stay cool in this
oppressive heat, everyone, and at this point
this public hearing is adjourned. Thank
you.

(VWher eupon the public hearing
adj ourned at 11:37 a.m)

Reported By: Susan Marie M gatz, RMR, CRR
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all adjustnents to the proposed

FY 2026 Operating Budget that you

bel i eve are supported by the record
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