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PHI LADELPHI A GAS COMMI SSI ON
PGW S PROPOSED FI SCAL YEAR 2026
OPERATI NG BUDGET

August 12, 2025
10: 08 a. m
Hybrid Meeting held on the
18th Floor - 1515 Arch Street
and Virtually via Teans
BEFORE: CHRI STY BRADY, Chairwoman
M KE DRI SCOLL
EVAN URBANI A (Via Teams)
DOM NI C Mc GRAW
Bl LL RUBI N, Alternate
Commi ssi oners

VERI TEXT LEGAL SOLUTI ONS
Ml D- ATLANTI C DI VI SI ON
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APPEARANCES:

JAMES C. KELLETT, ESQ.
Deputy City Solicitor
Counsel to Phil adel phia Gas Comm ssi on

ANDRE C. DASENT, ESQ. (Via Teams)
BROOKE DARLI NGTON, ESQ.
Counsel to Phil adel phia Gas Wbrks

COMMUNI TY LEGAL SERVI CES, | NC.

BY: ROBERT W BALLENGER, ESQ. (Via Teams)
VI KRAM PATEL, ESQ. (Via Teams)

Counsel to Public Advocate

PRESENT ON BEHALF OF PGC:

GEMELA N. McCLENDON, ESQ.
Executive Director

HEI DI L. WUSHI NSKE, ESQ.
Heari ng Exam ner
ROSLYN BELL, ESQ.
Hearing Exam ner

ANNA M. CORRADO ROWE

Seni or Anal yst

TI MOTHY MURTHA

Fi nanci al Analyst/Internal Auditor

SANDRA FONTANEZ (Via Teams)
Adm ni strative Assi st ant
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PRESENT ON BEHALF OF PGW

ROBERT HOAGLUND, ESQUIRE (Via Teams)
Seni or Attorney

W LLI AM J. GALLAGHER

Vice President, Budget and Strategic
Devel opment

SHAWN M. MURRAY (Via Teanms)

Director, Resource Management Technol ogy

KELLY A. DeLUSSEY SCHREIBER (Via Teams)

Director, Resource Management
CARI TA COUNCIL (Via Teams)
Seni or Budget Analyst, Finance

| MAN HILL (Via Teams)
Budget Analyst, Finance

DOUG BALMER (Via Teams)
Budget Analyst, Finance

PRESENT ON BEHALF OF THE CITY CONTROLLER:
FRANK | ANNUZZI

PRESENT ON BEHALF OF POWER | NTERFAI TH:
DEVI N McDOUGALL, ESQ. (Via Teams)

CELI NE BUSNELLI (Via Teams)
Litigation Assistant
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PRESENT ON BEHALF OF THE CITY OF PHI LADELPHI A:
DEPARTMENT OF STREETS:
KRI STIN DEL ROSSI (Via Teanms)

OFFI CE OF TRANSPORTATI ON & | NFRASTRUCTURE
SYSTEMS:

MEGAN M. CLARKIN (Via Teams)

OFFI CE OF ENERGY | NFRASTRUCTURE:
TAMMY LEE (Via Teams)

OFFI CE OF SUSTAI NABI LI TY:
ANNA SHUGOL L
CHARLOTTE SHADE (Via Teams)
KATHERI NE LEONETTI (Via Teams)
LI Z LANKENAU
LI ZZI E DI ACI K
NI THI KRI SCHEN
OLI VI A GARCI A
SHOSHANNA BRI CKLIN (Via Teams)

ZACH LYTLE
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PRESENT ON BEHALF OF THE PUBLI C:

BRI AN DRI ES

CELI NE WATKO (Via Teams)
JORDAN TEI CHER (Via Teams)
KAREN MELTON

LI NNEA BOND (Via Teams)

Ml TCH CHANI N

PETER FURCHT (Via Teams)

STEVE GREENSPAN
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(Via Zoom)
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CHAI RWOVAN BRADY: The next item on
the agenda is PGW s Proposed Fiscal Year
2026 Operating Budget and Rel ated Matters.

The procedural history of the fiscal
year 2026 Operating Budget review is
detailed in the Recommended Deci sion.

In the course of this proceedi ng PGW
and the Advocate each submtted Briefs,
which will be marked respectively as Gas
Wor ks Exhi bit #1 and Public Advocate Exhi bit
#1.

(Vher eupon PGW Exhi bit #1 and PA
Exhi bit #1 were marked for identification.)

CHAI RANOMAN BRADY: On July 15
Executive Director Genela MCl endon and
Comm ssion Staff issued a Recommended
Deci sion, which will be marked as Gas
Commi ssi on Exhi bit #2.

(VWher eupon PGC Exhi bit #2 was marked

for identification.)
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CHAlI RWOMAN BRADY: On July 18 PGW
filed Exceptions to the Recommended
Deci sion, which will be marked as Gas Works
Exhi bit #2; and the Public Advocate filed a
Letter Exception, which will be marked as
Public Advocate Exhibit #2.

(Wher eupon PGW Exhi bit #2 and PA
Exhibit #2 were marked for identification.)

CHAI RMOMAN BRADY: To facilitate our
preparation for today's neeting, Conm ssion
Staff devel oped a Briefing Guide. The
finalized version of the Briefing Guide,
whi ch was shared with the participants, wll
be marked as Gas Conm ssion Exhibit #3.

(VWher eupon PGC Exhibit #3 was marked
for identification.)

CHAlI RWOMAN BRADY: | woul d ask
Ms. McCl endon to provide an overview of the
recommended Budget.

EXEC. DIR. McCLENDON: PGWfiled an
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FY 2026 Non- Fuel Operating Expense Budget of
$329.672 mllion.

After the Hearing Exam ners' review
and due diligence, with the participation of
the Public Advocate and PGW as well as a
public hearing held on June 24, 2025, a
Recommended Deci sion was issued on July 15,
2025.

In it the Hearing Exam ners
recommended that the Gas Conm ssion reject
PGW s Operating Budget as filed and,

i nst ead, adopt an FY 2026 Budget of Non- Fuel
Operati ng Expenses in a not-to-exceed anount
of $328.819 mllion.

O this amunt, $326.363 mllion
woul d refl ect spending authority avail able
to PGWfor the purposes of expenditure
and/or comm tnment at the start of the fiscal
year on Septenber 1, 2025; and
$2.456 mllion would require the
Comm ssion's rel ease and approval upon the
satisfaction of certain conditions prior to
comm t ment and/or expenditure.

Bot h PGW and t he Public Advocate
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of fered objections to the Hearing Exam ners'
recommendati ons, which both will detail
momentarily.

| would |ike to thank both for their
hard work and cooperation in positioning
this matter before the Conmm ssion to vote
upon at this meeting.

Thank you.

CHAI RWOMAN BRADY: Thank you.

We would |ike to provide the
participants with an opportunity to make a
bri ef presentation before we call the
guestion to vote.

First we will hear from PGW
M. Dasent.

MR. DASENT: Good norning, Madam
Chai rman. Andre Dasent for PGW

We disagree with the PGC Staff.

EXEC. DI R. McCLENDON: M. Dasent,

| " msorry; if you could give us a nonent. |

apol ogi ze for the delay. | think virtual
partici pants may be having sonme -- well, |et
me ask the question: [It's ny understanding

that M. Ballenger is having some difficulty

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




© 00 N o o0 b~ W N

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 10

hearing. Are other virtual participants
havi ng any issues hearing the proceedi ngs --
MR. DASENT: Yes.
EXEC. DI R. McCLENDON: -- at the
moment ?

MR. DASENT: At the nmonment it's good.

MR. TEICHER: Yes. | believe if you
can get very, very close to the m crophone,
i ke nmore unconfortably close, it will be
better.

MR. BALLENGER: Yes. Everyone has
verified in the chat that they are having
difficulty hearing what's going on in the
hearing room

EXEC. DI R. M CLENDON: s this
better? Can you hear nyself and Controller
Br ady?

CHAI RWOMAN BRADY: It's very loud in
the room

EXEC. DIR. McCLENDON: |Is that better
now?

MR. DASENT: It is a little better;
yes.

CHAI RAMOMAN BRADY: M. Dasent, can
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you hear ne?

MR. DASENT: Yes, | can.

CHAI RWOMAN BRADY:  Good nor ni ng.

MR. DASENT: Good nor ni ng.

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

MR. DASENT: W th your perm ssion,
Andre Dasent for Phil adel phia Gas WorKks.

We have three issues that we disagree
with the PGC Staff on: excess liability
i nsurance, Gas Processing purchased
services, and custonmer prograns.

Let nme enphasi ze excess liability
i nsurance because of the requirenments that
we mai ntain this mandatory coverage pursuant
to the Managenment Agreenent.

In this particular budget we have
$5.045 mllion for excess liability
i nsurance coverage. This year's budget
reasonably reflects higher costs because the
I nsurance mar ket conditions are such that we
expect a higher prem umthan the prior year.
The anticipated increase is about

$1.019 mllion above fiscal 2025.
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PGW subm ts and needs full and
i medi ate coverage for the full amunt of
t he budgeted coverage because we need to go
in the market, secure coverage, and have
that cone to a concl usion before
Septenber 1, 2025. That's the end of our
term We're hopeful that can happen in the
easi est way possi bl e.

The Conpany's insurance nmust be in
pl ace by 9/1/2025 to avoid gaps in coverage.
So i mmedi ate spending authority is our
preference. We did suggest in our
Exceptions that there may be a way, a
wor karound, for that, by suggesting a letter
notification once we have secured or made
the selection of an insurance provider, with
t he nane of the provider and a quote.

If that's the imt of our
notification, that allows the Conmm ssion to
have oversi ght but at the sane time not
i npede a process that's going on right now,
incidentally, and we're trying to get it to
a concl usion before 9/1/2025.

So with your indul gence on that
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poi nt, that alternative | anguage that we
suggest, we think that would be an
appropriate workaround for excess liability
i nsurance cover age.

We have other itenms al so that we
di sagree, Gas Processing purchased services,
for exanple; but we believe there are
wor karounds that are inplicit in the budget,
because let's say if lightning strikes or
there's an incident or a forced outage, the
Managenent Agreenment allows us to alert you
to the fact that that's occurring and to
proceed with repairs.

So we believe that even though we
di sagree with that particular finding, that
if an enmergency strikes, we will be able to
act appropriately.

Wth custonmer prograns we have al so
di sagreement with respect to conditional
fundi ng, which we think is overbroad because
our Senior Vice President testified to the
fact that we need funding for certain areas,
i ncludi ng uni versal service eval uati on,

consul ting services for Regulatory Affairs,
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and a tenporary health contractor. That
testi nony was uncontroverted in the record.

As a consequence we believe that
there is support for what we are doing. In
the event that a letter notification again
is required, we suggest in the alternative
notification of the extent of any limtation
on spending in this area because, for
exanple, if the PUC orders us to spend noney
concerning universal service evaluation in
their final order in the PUC proceedi ng, we
would like to be able to proceed with that
with dispatch and meet all our regulatory
requi rements.

We al so have an issue with Speci al
Legal , but we actually agree with the

Hearing Officers on this and so we hope that

the Comm ssion will adopt our reasoning as
stated in our Exception -- actually in our
Brief -- concerning Special Legal.

That expenditure is sort of ongoing,
it's a unique animal in the budget, just
because you're anticipating the actions of

adversaries, anticipating regulatory
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matters, anticipating litigation, and it's
difficult to do that with precision. You
can't do it on an average. |It's based upon
a different set of circunmstances each year.

So we're hopeful that the Conm ssion
will sustain the Hearing O ficers’
determ nation on that point, and that's all
| have. Thank you so much for this
opportunity to speak.

CHAI RMOMAN BRADY: Thank you,

M . Dasent.

M. Ballenger, are there any
statements on behalf of the Advocate?

MR. BALLENGER: Yes. Good norning,
Chair and nmenmbers of the Gas Comm ssi on.

CHAI RWOMAN BRADY: Good norni ng.

MR. BALLENGER: 1|'m Robert Ball enger,
an attorney at Community Legal Services
serving as Public Advocate in the Fiscal
Year 2026 Operati ng Budget Proceeding.

Before | address the exceptions, |
woul d i ke to wel come Comm ssioner McG aw on
behal f of the Public Advocate and share a

few words about the inportance of the Gas
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Comm ssi on.

Each Gas Comm ssi oner has
responsibilities to PGW to its custoners,
and to the current and future citizens of
Phi | adel phi a.

We, the participants and Comm ssi on
Staff, try to find ways to narrow
controversy and reach agreenment on matters
in a way that balances the conpeting
interests of all of those groups.

But when that doesn't happen, it's
the five Gas Conmm ssioners who are
responsi bl e for choosing what you think is
right.

We may not al ways agree with you, but
we appreciate your service and the role you
play in overseeing PGWfor the benefit of
its customers and the future of
Phi | adel phi a.

So, again, welconme, Conm ssioner
McGraw. We |ook forward to working with you
and we're glad to have you here.

Wth that, | want to take a couple

m nut es and explain why you shoul d deny
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PGW s Exceptions and grant the Public
Advocate's Exception. |'ll address PGW s
first and the Public Advocate's second.

The Hearing Exam ners recomended
slightly more than $1 mllion of PGW s
antici pated costs for excess liability
I nsurance be approved on a conditional
basis. |If you approve that reconmendati on,
t hose dollars would be avail able to PGW but
only if it actually needs them and that's
the crux of the issue.

The reason for conditional funding is
t hat PGW doesn't know what the policy w |
actually cost. As we've underscored in our
Brief and our Exceptions, placehol ders,
amounts that are not necessary for
identified and quantified expenses, inflate
t he Operating Budget and can result in PGW
custonmer funds being used for other
pur poses.

So until PGW knows the actual cost,
it's appropriate that the Conmm ssion
conditionally approve the budget given the

| i kel i hood that PGWs estimte is
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over st at ed.

So we disagree with PGW s Exception
and request that you approve the recommended
condi tional funding.

That said, we would accept PGW s
recommendati on that conditional funding be
rel eased upon PGW s notification, including
t he nane of the provider and the full policy
cost, and of course the funding would only
be rel eased to the extent necessary to fund
t hat policy.

PGW al so excepts to the Hearing
Exam ners' $800, 000 reduction of the Gas
Processing Departnment's purchased services
expense and there are two main reasons why
t he Comm ssion should deny PGW s Exception.

First, we submtted and the Hearing
Exam ners agreed that this area of PGW s
budget was not devel oped using the
nmet hodol ogy approved and used for other
departments under PGW s own budget
preparation gui dance. PGW does not contest
that in its Exceptions.

Second, the anmount of the adjustnent
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IS based on the nost reliable recent
spendi ng history because it uses the nost
recent three years that were not inpacted by
PGW s costly LNG tank repainting project.

That average anount, appropriately
escal ated for inflation, is the amunt
suggested by the Advocate and approved by
t he Hearing Exam ners.

Contrary to PGW s Exception, PGWs
spendi ng data and inflation adjustnent
factor are well-docunented and nore than
sufficient to justify the Hearing Exam ners'
recommendation. So for these reasons PGW s
Exception shoul d be deni ed.

Finally, PGW excepts to the
condi tional funding reconmmendati ons
regardi ng customer prograns. Again, the
Heari ng Exam ners' recommendati ons shoul d be
approved because if PGW needs the funds,
they are in the budget, they are avail able
to it.

The Public Advocate identified this
area as having excessive placehol der

spending authority that is routinely not
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utilized for the purposes identified. W
urge the Comm ssion to actually reduce the
budget .

But the Hearing Exam ners recomend a
m ddl e ground approach of conditional
funding. While we would have preferred a
downwar d adjustnment, conditional funding is
clearly appropriate. It is a recomendation
that reflects the historical underspending
and uncertainty as to whether PGWw || need
t he funds.

In contrast, the Public Advocate has
subm tted one Exception that you should
approve. W excepted to the recomendati on
to deny a $1, 333,000 adjustnment to PGW s
Speci al Legal budget.

It is unreasonabl e not to make that
adj ust ment because PGW s spending in this
area is consistently and significantly
under budget year after year and it woul d be
irresponsi ble not to deal with the fact that
PGWw || have excessive spending authority
in this area again and able to use customer

dol l ars for other unrel ated purposes.
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If it were an unpredictable area of
t he budget, as PGW and the Hearing Exam ner
contend, there would be sone evidence of
that, but there's not.

As we stated, there has been no
occasi on over 25 years in which matters
i nvol ving PGW have required expenditure in
excess of the Special Legal budget, and in
many years the spendi ng does not even
approxi mate the anount approved in the
budget .

So the Comm ssion should not all ow
PGWto maintain placeholder authority it
just doesn't need just because it's in a
category that uses the word "special." As
much as | like to think | awers are speci al
| have to admt we're really not.

PGW s | awyers provide a service for
fee. That doesn't justify PGWs excessive
budget spendi ng authorization. So you
shoul d approve the downward expense
adj ust ment of $1, 333,000 as we recomend in
this area.

Thank you.

S

a
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CHAI RWOMAN BRADY: Thank you,
M . Ball enger.

M. Ballenger and M. Dasent, | would
kindly ask that in the future, if you could
possi bly appear in person, as possible, as
t he Conpany and Advocate. W want to nmake
sure that you don't have any technical
i ssues that wouldn't allow for you to be
hear d.

Next we will take brief coments from
menbers of the public. Coments will be
limted to three m nutes and should be on
the topic of PGWs Proposed Fiscal Year 2026
Oper ati ng Budget.

"1l turn it over to Executive
Director McClendon to coordinate this
process.

EXEC. DI R. McCLENDON: Okay. Are
there any nenbers of the public in the room
with us today that would Iike to coment on
t he Operating Budget?

Ri ght now we're only taking coments
on the Operating Budget.

Ckay. M. Chanin, if you could step
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forward to the table, sit before the
m crophone, please provide your nanme. As
noted by the Chair, you will have three
m nutes to offer. | will |let you know when
you can begin speaking. Okay?

MR. CHANIN: Thank you.

EXEC. DI R. McCLENDON: Pl ease
i ntroduce yourself first so that doesn't cut
into your three m nutes.

MR. CHANIN: Thanks. M tch Chanin.
| live in the 19116 Zi p code, PGWratepayer.

EXEC. DIR. McCLENDON:  You mmy begi n.

MR. CHANIN: Great. Thanks very nuch
for the opportunity to speak today.

The organi zation that I work wth,
PONER Interfaith, was not able to be an
official intervenor in this proceeding
because we were using our resources to be
part of the PGWrate case before the PUC
this time, but I did want to raise a couple
of i ssues.

First, as was reported by WHYY
earlier in the year, an organi zation that

PGW funds through its Operating Budget, the
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Anmerican Public Gas Associ ati on, has been
using its funds to | obby against clean
energy progranms that were approved under the
| nfl ati on Reduction Act and the Bipartisan
I nfrastructure Bill, working to claw back
essential building electrification
i nvestnments, which is expressly against the
interests of the City of Phil adel phia, the
City's climate goals, PGWs own conm t nent
to carbon neutrality; and, as we've raised
in past years, | believe that PGW shoul d not
be funding these trade associations that are
m susi ng our funds in ways that do not
reflect the values of this Comm ssion and of
our City.

Second, | wll say -- if this is off
topic, please feel free to cut me off,
but -- three years ago fundi ng was approved
for the geothermal project and the
Comm ssion declined to require robust
reporting and public engagenent because the
Comm ssion at that time said they expected
PGW woul d just do that of its own free will.

I n my opinion, that has not happened.
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We have received only the barest m ni mum
bits of information about what's going on.

| am uncl ear as to whether the RFP
that was issued earlier this year to provide
for a second phase of the study is part of
t he Operating Budget. Pardon nmy ignorance
on that matter.

But three years after the initial
$500, 000 were approved, we don't know what's
happened with that noney and there's really
al nost no -- we are glad that PGWis noving
forward with an evaluation of a potenti al
geot hermal pilot project, but we understand
al nrost nothing about the criteria they're
using to evaluate it, why that site was
chosen, what's happening with the contract.
There's been really no meani ngf ul
i nformation provided other than an RFP and a
press release. So | --

EXEC. DIR. McCLENDON: 30 seconds.

MR. CHANIN: Yep. So | really hope
that the Comm ssion will require robust
publ i c engagenment and real transparency

about a really critical project that we're
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all in favor of and would like to
participate in real discussions about.

Thank you.

CHAI RWOMAN BRADY: Thank you,
M. Chanin. | just want to nention that
Comm ssioner Urbania is on that issue and we
wi ||l be asking for updates and feedback and
we will report back.

MR. CHANIN: Great. Thank you.

EXEC. DIR. McCLENDON: |s there
anyone el se who wi shes to offer comment in
t he roont?

(No response.)

EXEC. DIR. McCLENDON: Are there any
menbers of the public who are participating
virtually who would |ike to offer comments
on the FY '26 Operating Budget? Please
rai se your hand.

| only see one. | believe that is
Li nnea Bond.

Ms. Bond.

MS. BOND: Thank you.
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EXEC. DIR. McCLENDON: |If you could
appear on canera, please, if possible.

MS. BOND: Good nor ni ng.

EXEC. DIR. McCLENDON: Pl ease
i ntroduce yourself. After you've introduced
yourself, I will begin your three m nutes.

MS. BOND: My nanme is Linnea Bond.

EXEC. DI R. McCLENDON: Okay. You nmay
begi n now.

MS. BOND: Good nmorning. Thank you
to the Conm ssion.

| agree with M. Chanin's concerns
and | just want to state generally that |I'm
concer ned about operating budgets that
entrench us in the sanme | ong-term pl anni ng
t hat we have been, which yearly scientists
tell us is leading us in a direction that is
unsust ai nabl e for our planet, and | remain
concerned about the |ack of change from t hat
course as we're screanm ng about that issue
and, yeah, | look forward to sone serious
course direction.

| al so appreciate M. Ballenger's

comments about the need to | ook at how
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spendi ng has happened in the past and ensure
that the funds that we budget for PGWgo to
t he places that they should and where they
need to go.

That's all. Thank you.

EXEC. DIR. McCLENDON: Thank you.

There's no one el se.

CHAI RWOMAN BRADY: Okay. Thank you.

Are there any comments or questions
fromany of the Comm ssioners at this point?

(No response.)

CHAI RWOMAN BRADY: Thank you all very
much. We appreciate your participation as
we deli berate on PGW s budget.

Al'l the identified exhibits will be
entered into the record of this neeting.
This matter is now before us for action.

|s there a notion to approve PGW s
Fi scal Year 2026 Operating Budget?

COW SSI ONER DRI SCOLL: So npved.

CHAI RWOMAN BRADY: Do we have a

second to the motion?
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COW SSI ONER McGRAW  Second.

CHAI RMOMAN BRADY: |t has been nmpved
and properly seconded.

s there any discussion?

(No response.)

CHAI RMOMAN BRADY: All in favor of
t he motion?

COWM SSI ONER DRI SCOLL:  Aye.

COW SSI ONER McGRAW  Aye.

COW SSI ONER URBANI A:  Aye,
affirmative.

CHAI RAOMAN BRADY:  Aye.

No opposition.

The nmotion is approved.

(VWher eupon the nmotion was unani nously
carried.)

Reported by: Susan Marie M gatz, RMR, CRR
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