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ANNA M. CORRADO ROWE

Seni or Anal yst
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ACTI NG CHAI RMAN BROWN: Good nor ni ng,
everyone.

| understand that current state |aw
requires that the foll owi ng announcenent be
made at the beginning of every renmote public
hearing as foll ows:

Gas Comm ssion neetings are currently
occurring renotely. W are using Zoomto
make these renote hearings possible.
| nstructions for how the public may
participate in these neetings are included
in the public meeting notices and can be
found on the Gas Conmi ssion's website.

Pl ease be advised that due to abuse
in prior Comm ssion hearings and neetings,

t he Zoom chat has been disabled. All
menmbers of the public who wish to offer a
coment to the Conm ssion may do so at the
appropriate time. Please note that personal
attacks will not be tolerated.

| would |ike to acknow edge the
presence of a quorumwi th the participation
of Comm ssi oner Evan Urbani a and

Counci | menber M ke Driscoll and have the
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agenda read, marked, and entered into the
record as Gas Comm ssion Exhibit #1.
EXEC. DIR. McCLENDON: " The
Phi | adel phia Gas Comm ssion will hold a
regul arly schedul ed neeti ng on Tuesday,
Novenmber 14, 2023, at 10:00 a.m via Zoom
video conferencing due to the COVID-19
pandem c for the purpose of considering:
“1. The Phil adel phia Gas Works’ third
request to anmend its FY 2024 Capital Budget;
and
"2. Such other business as may
properly be brought before this Conmm ssion.
"Royal Brown, Acting Chairman."
(Wher eupon a docunent was mar ked for
identification purposes as Exhibit PGC
Exhi bit #1.)
ACTI NG CHAI RMAN BROWN: Thank you.
The item on the agenda is PGW s
Proposed Fiscal Year 2024 Third Capit al
Budget Reaut hori zati on Request and Rel at ed

Matters.
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The rel evant portions of the
Managenent Agreement and Capital Program
Protocol are detailed in the Recommended
Deci sion and were incorporated by reference
in the copy of the witten Mtion circul ated
at the outset of the hearing.

The procedural history of this matter
prior to issuance of the Recommended
Decision is detailed in that document, but |
will briefly summarize the highlights.

On September 28, 2023, Phil adel phi a
Gas Works filed a proposed third amendnment
to the FY 2024 Capital Budget requesting
suppl emental funding for the Custoner
| nformation Systemor CIS line item
(#47-01-2-04) in the amunt of $30 mllion.

PGWs filing included a PFMC Board
resol ution dated August 29, 2023,
aut hori zing the anendnent of the Budget for
Comm ssi on approval, along with vari ous
supporting docunents.

On Cctober 3, 2023, Gas Conmm ssion
Staff issued data requests. The Public

Advocate submtted its data requests on
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Oct ober 4, 2023.

On October 9, 2023, PGWTfiled a
request for release for CIS conditiona
fundi ng, requesting that this Conm ssion
release $5 mllion in conditional funding
t hat was previously authorized in the fiscal
year 2023 Capital Budget.

As PGW expl ained, in the fiscal
year 2023 budget proceeding it stipul ated
with the Advocate that $5 mllion of
conti ngency expenses woul d be subject to
condi ti onal spending authorization.

Pursuant to the conditions for
rel ease of the funding, PGWagreed to notify
t he Conm ssion upon | earning that spending
for its CIS project woul d exceed the
aut hori zed budget and provide an expl anation
as to why additional spendi ng was necessary.

The Comm ssi on adopted this
stipulation and further instructed that the
$5 mlIlion in contingency expenditures would
be treated as conditional funding under the
Capi tal Program Protocols.

Al so on October 9 PGWTfiled a request
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to reauthorize one line item Vehicle

Repl acenments, (#73-01-2-03), originally
approved in the fiscal year 2022 Capital
Budget. PGW expl ained that its request was
for time only with no requested increase in
spendi ng.

PGW answer ed Conm ssion Staff's data
requests on October 9 and answered the
Advocate's data requests on October 10,
2023, and October 11, 2023.

On Oct ober 16, 2023, Comm ssi on
Staff, PGW and the Advocate participated in
a conference call to discuss outstanding
I ssues.

During this call it becane apparent
that PGW s October 9, 2023, request for
rel ease of CIS conditional funding was
untinmely due to the requirenments of the
fiscal year 2023 Capital Budget and
Prot ocol s.

To address this situation -- excuse
me -- to address this situation PGW agreed
to nodify the original request to include an

additional $5 mllion, for a total of
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$35 mllion, with $5 mllion of it being
condi ti onal .

The conference call generated one
transcri pt request (TR), to which PGW
provided a witten response on Oct ober 18,
2023.

On COct ober 20, 2023, PGW and the
Advocate subm tted their coments/briefs
outlining their positions on PGWs requests,
mar ked as PGW Exhi bit #1 and PA Exhibit #1,
respectively.

(Wher eupon the above-descri bed
docunments were marked for identification
pur poses as PGW Exhi bit #1 and PA Exhi bit
#1.)

ACTI NG CHAlI RMAN BROWN: On
Oct ober 30, 2023, Gas Conmm ssion Staff
I ssued a Menorandum Reconmmended Deci sion
outlining their recomendations, which wll
be marked as Gas Comm ssion Exhibit #2.

(VWher eupon the above-descri bed
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docunent was marked for identification
pur poses as PGC Exhibit #2.)

ACTI NG CHAI RMAN BROWN:  On
November 2, 2023, PGWTfiled coments that
overal |l supported the Recommended Deci si on.
This will be marked as PGW Exhi bit #2.

(VWher eupon the above-descri bed
docunent was marked for identification
pur poses as PGW Exhibit #2.)

ACTI NG CHAI RMAN BROWN:  The Public
Advocate filed an exception to Comm ssion
Staff's recomendati ons, which will be
mar ked as PA Exhi bit #2.

(VWher eupon the above-descri bed
docunment was marked for identification
pur poses as PA Exhibit #2.)

ACTI NG CHAI RMAN BROWN: | would i ke
to ask Ms. McClendon to provide an overview

of the recommendati ons of the third capital
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budget reauthorization request.

EXEC. DI R. McCLENDON: Comm ssion
Staff would like to highlight that PGWfil ed
its CIS request as an energency petition due
to cybersecurity threats that could arise
should PGW s current outdated BCCS system
fail with no replacenment forthcom ng.

Comm ssion Staff reluctantly agreed
that PGW s request construed an energency
under the Protocols but recommended at a
| ater date nodifications to the Protocols
that specifically address cybersecurity
threats, such as hacking and system
failures, which are not currently explicitly
addressed in the Protocols.

Nei t her PGW nor the Advocate objected
to the Hearing Exam ners' recommendati ons on
this issue -- on this issue.

Comm ssion Staff also stresses that
the Advocate also reluctantly agreed that
there is no reasonable alternative to
granting PGWs request as so nmuch repair
noney has al ready been expended on this

project and Comm ssion Staff agrees with the
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Advocate on that.

The only issue in dispute today is
the treatment of the resulting operating
budget variances that result fromthe
adoption of the recommendati ons made by
Commi ssion Staff in its decision.

Thank you.

ACTI NG CHAI RMAN BROWN: Thank you,
Ms. McCl endon.

PGW filed comments supporting the
Recommended Deci sion and offering
clarification on one issue.

The Public Advocate subm tted one
exception to the Hearing Exam ners'’
recommendati ons.

We would |ike to provide the
participants with the opportunity to make
brief comments if they wish to do so.

First, we will hear from PGW and
M. Dasent.

MR. DASENT: Thank you, Chairman
Brown. As you know, PGW supports the
overall recommendati ons of the Staff and

endorses the need to amend the Protocols
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with respect to enmergency circunmstances such
as presented in this case.

We al so suggested a m nor
clarification concerning the adjustment
related to Edge Systens, which | believe has
been recogni zed now.

And that's the extent of our
observations this norning, except to say, if
t he Comm ssion can find an accommodati on
that allows themto exercise oversight
authority and at the sane tinme align itself
with the way we've traditionally approached
t he operating budget, which is particularly
in situations like this, capitalized itens
can only be treated within the Capital
Budget .

I n other words, there will be no
expenditures related to CIS in the fiscal
year '24 in those itens that are identified
in the Public Advocate's exceptions.

So we understand an acconmmodati on may
be made there and, if I'mreading the Motion
correctly, you have made such an adj ust ment

and conmprom se, if you will, and we accept
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t hat .

ACTI NG CHAI RMAN BROWN:  Thank you,
M . Dasent.

Next we will hear fromthe Public
Advocat e.

MR. BALLENGER: Good nor ni ng,

M . Chairman, nmenbers of the Gas Conm ssi on.
Robert Ball enger here on behalf of the
Publ i ¢ Advocate.

You know, we find ourselves in a
really challenging situation with PGW s
expenditures and reluctantly find that this
ClS project is taking a |lot |onger, costing
a whole lot more than we ever wanted it to
do.

As a consequence, you know, in this
proceedi ng one of our objectives was to
determ ne the extent to which there were
potential savings to custoners on the
operating side. We believe we did that. W
bel i eve PGW acknow edged t hat.

And that's why we brought to your
attention with the exception the belief that

11-m | i on-and-change of operating funds
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that PGWw Il not spend on the itens it
identified when it approved the Operating
Budget be adjusted out.

And | apologize if you're hearing
construction noise behind me. [It's been
driving nme nuts for a year.

But also I've recogni zed t hroughout
this proceeding that we are in a different
space. We have not had this type of issue
present itself, at least not to this
magni tude, and | al so acknowl edge that the
Comm ssion's order appears to kind of take a
m ddl e ground while al so recogni zing that
these are dollars that PGW should not spend
in its Operating Budget.

We really strongly agree with that
and appreciate the attention to that.

Just as sort of a footnote to a
footnote, with our exceptions you nmay al so
be aware that the PUC has entered its final
order determ ning what are just and
reasonable rates for PGWin its base rate
case.

| think that that decision makes it
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all the nmore clear why we need to be very
careful stewards of PGWs dollars at this
point in time, of ratepayer dollars.

PGW got about 30% of what it asked
for and we need to make sure that we're
savi ng and not contributing to, you know,
any additional rates in the future.

So to that extent | do appreciate the
Motion's consideration of this issue and
find the Conmm ssion has come up with a
reasonabl e way to protect custoners in this
proceedi ng.

Thank you.

ACTI NG CHAI RMAN BROWN:  Thank you,

M . Ball enger.

At this time we will take brief
comments from menbers of the public on the
i ssue of the budget amendnent. Commrents
wll be limted to three m nutes and nust
address the third budget anmendnent before us
t oday.

EXEC. DIR. McCLENDON: Does any
menber of the public wish to speak at this

time?
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(No response.)

EXEC. DIR. McCLENDON: Hearing none,
Chai rman, before you proceed, | just have
one questi on.

There is a participant, sonmeone who
Is participating by phone. The phone number
Is 267-254-1820. Can you please identify
yourself for the record?

HEARI NG EXAM NER WUSHI NSKE:  Genel a,
| think it m ght be Anna.

EXEC. DIR. McCLENDON: |Is that her
nunber? -- because she nessaged ne and said
that she wasn't going to be able to join us
t oday.

HEARI NG EXAM NER WUSHI NSKE: Ch,
okay. | thought she told me she was going
to try to join by phone. Let ne see.

Her nunber is 267-254-18207

EXEC. DIR. McCLENDON: It's Anna
then. Thank you. | had received her
nmessage that she wasn't going to be able to

partici pate due to an energency.
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So thank you, Anna, for joining us.

Chai rman Brown, you can proceed.

ACTI NG CHAI RMVAN BROWN:  Okay. We'll
conti nue.

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

(No response.)

ACTI NG CHAI RMAN BROWN: Heari ng none,
we' |l proceed.

Thank you all very much. W
appreci ate your participation as we
del i berate on PGW s reaut horization request.

Al'l the identified exhibits will be
entered into the record of this neeting.
This matter is now before us for addition.
| call -- for action. | call on
Comm ssi oner Urbania for a recommendation
and noti on.

COW SSI ONER URBANI A:  Thank you,
Chai r man.

My Motion is set out in a witten

docunment and | ask that it be marked and
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entered into the record as Gas Conmm ssi on
Exhi bit #3.

(Wher eupon a docunent was mar ked for
identification purposes as PGC Exhibit #3.)

COWM SSI ONER URBANI A: A draft was
circulated to the Comm ssioners in advance
of this meeting. This Motion was
distributed to the participants
electronically prior to the start of this
nmeet i ng.

The Recommended Deci si on suggest ed
reporting requirements, line item
adj ust ments, proposed conditions, and
nodi fications to the Protocols. | would
l'i ke to thank, whol eheartedly, Conmm ssion
Staff and the participants for their work to
narrow t he areas of disagreenent in this
proceedi ng.

PGW s budget amendment consists of
two line items. The first, Vehicle
Repl acenents (#73-01-2-03), is for tinme only

and no extra funds were requested. This
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request was unopposed by the Advocate and
t he Hearing Exam ners recomrmended approval
of it.

| agree with Conmm ssion Staff that
PGW s uncont ested reauthorization request
for vehicle replacenents should be approved,
subject to the conditions set forth in the
Recommended Deci sion and at the end of ny
Mot i on.

PGWfiled its CI'S request as an
emer gency reauthorization request and
stressed that approval was needed on an
expedi ted or energency basis. The Hearing
Exam ners prepared an expedited review
schedule and ultimately agreed with PGW t hat
its request be handl ed as an energency.

PGW expressed overall support for the
Recommended Deci sion's findings and
specifically supported the finding that its
request constituted an energency under the
Protocols. The Advocate did not except to
t he Hearing Exam ners' findings on this
I ssue.

Therefore, | agree with the Hearing
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Exam ners that PGWs request be treated as
an emergency pursuant to the Protocols.

I n the Recommended Deci sion the
Heari ng Exam ners recommended that this
Comm ssion direct Conm ssion Staff, along
with PGW and the Advocate, to update the
Protocols to explicitly recognize
cybersecurity threats as a nore
straightforward way to handl e any
cybersecurity issues that may arise in the
future.

In its coments to Staff's
Recommended Deci si on PGW supports Comm ssion
Staff's findings on this issue. PGW
stresses the need for its request to be
approved on an energency basis due to the
ri sks involved and supports Staff's
recommendation to nodify the Protocols to
give explicit recognition to cybersecurity
threats, hacking and system failure.

PGW al so proposes that the Protocols
be revisited to address the process for
budget reauthorizations (related to project

timeline extensions) and deadlines for the
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rel ease on conditional funding.

The Advocate did not file exceptions
on these issues.

| also agree with the Hearing
Exam ners' findings, as supported by PGW and
unopposed by the Advocate.

Regardi ng PGW s proposal to further
nmodi fy the Protocols, there is not enough
i nformati on regarding the proposed
modi fication to make a finding on this
I Ssue.

| recommend that should PGWw sh to
further pursue this additional anmendnent to
the Protocols, it presents a nore fully
devel oped proposal to Comm ssion Staff and
the Public Advocate.

| therefore find that we shoul d adopt
t he Recommended Deci sion's findings
regardi ng PGW s request for approval on an
emer gency basis and nodification of the
Prot ocol s regardi ng emergency circunstances
and cybersecurity.

To the extent PGW proposes that we

direct nmodification of the Protocols
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relating to budget reauthorizations and
deadl i nes for the release of conditional
funding, | recomrend rejection of this
proposal .

The Advocate filed an exception to
t he Hearing Exam ners' finding regarding
tracki ng budget vari ances/amendi ng PGW s
operating budget. |In the Recommended
Deci sion the Hearing Exam ners di sagreed
with both the Public Advocate and PGW and
proposed an alternate option.

The Hearing Exam ners rejected the
Advocate's proposal to amend the fi scal
year 2024 Operating Budget, finding that
mandati ng reporting requirenents has been
this Conmm ssion's historical practice when
dealing with operating budget vari ances.

However, the Hearing Exam ners al so
di sagreed with PGWthat quarterly reporting
woul d be sufficient, citing to the past
i neffectiveness of such reporting.

As a result, the Hearing Exam ners
recommended that PGW be required to provide

to the Conmm ssion and Advocate nonthly CIS
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updates, which track all the issues
identified by the Advocate, including: (1)
expenses involving the managed service
agreenent; (2) |abor expenses; and (3)
incremental overtime and | abor expenses.

The Advocate filed an exception to
t he Hearing Exam ners' recommendati on and in
this exception the Advocate states that this
Comm ssi on should approve a downward
adj ustment of $11.15 mllion to PGWs fiscal
year 2024 Operating Budget.

Specifically, the Advocate recommends
that $7 mllion ($5 mllion in overtime
expenses plus $2 mllion budgeted for an
outsider CIS operator) be renmpoved because
t hese budget expenses will not be incurred
in fiscal year 2024 and $4.15 mllion (I abor
expenses) be renmoved due to expenses that
have shifted from PGW s Operating Budget to
its Capital Budget.

The Advocate argues that if PGW does
not amend its Operating Budget, its
residential customers will be exposed to the

ri sk of unnecessary spending, risking
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i ncreased rates in the future.

The Advocate rejects the Hearing
Exam ners' finding that PGW shoul d be
ordered to track any budget deviations via
nont hly reporting, arguing that the
identified unnecessary costs nust be
excluded fromthe fiscal year 2024 Operating
Budget .

The Advocate argues that this
situation is extraordinary and the nmonthly
variance reporting recommended by the
Heari ng Exam ners woul d not prevent
unr easonabl e expenditures and is unlikely to
curb excessive spending.

The Advocate states that if PGWis
not ordered to anmend its fiscal year 2024
Oper ating Budget, the $11.15 mllion could
be spent on anything, w thout this
Comm ssion's consent. The Advocate al so
states that a |likely consequence is that PGW
will utilize the funds for other,
potentially unnecessary expenses, contrary
to the budget as approved.

| find that the Advocate raises sone
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I nportant points in its exceptions regarding
customer protection and | agree with the
Advocate that PGW s custonmers shoul d be
protected from unnecessary spending ri sks.

| also agree with the Advocate that
the nonthly reporting recommended by the
Hearing Exam ners, while tracking PGW s
expendi tures, would not prevent PGW from
actually spending the $11.15 mllion in
identified funds.

To alleviate these concerns, |
recommend that we make the $11.15 million
identified by the Advocate unavail able to
PGWin its fiscal year 2024 Operating Budget
unl ess the follow ng conditions are net:

(1) PGW nust request release of the
spendi ng, or any portion thereof, fromthe
Comm ssi on and provide notice to the
Advocate; (2) Comm ssion Staff and the
Advocate should be provided with the
opportunity to schedul e di scovery and
written subm ssions after receipt and review
of PGW s notice and request for release of

condi ti onal spending; and (3) release of
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funds shall be made only if the Conm ssion
i's persuaded, after a record is devel oped,
that such a release is necessary and
appropriate under the circunstances
present ed.

This should alleviate the Advocate's
concerns that PGW could spend the noney for
ot her unnecessary expenses.

| note that the Comm ssion does not
expect PGWto file any such request, as it
Is clear that this noney is not required in
fiscal year 2024.

| al so support the Hearing Exam ners
recommendati ons that PGW be required to
submt nonthly reports, as detailed in the
Recommended Decision. | therefore find that
we should reject the Advocate's exception on
this issue and nodify the Hearing Exam ners
findi ngs as descri bed above.

I n the Recommended Deci sion
Comm ssion Staff agreed with the downward
adj ust ments proposed by the Advocate.

Comm ssion Staff found that the follow ng

adj ustments should be nade to PGW s
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proposal :

PGW s request be reduced by
$0.149 mllion due to reduced Oracle fees;
PGW be ordered to reduce its budget doll ar
for dollar to reflect the amunt it
cal cul ates as remai ni ng condi ti onal funding,
I ntradepartmental or interdepartnental
transfers during its first quarter capital
spendi ng forecast and/or reconciliation
reports; PGWs request for release of CI'S
condi tional funding be denied; the proposed
Edge Systens cost category of the CIS
suppl emental fundi ng amount be adj usted
downward by $0.442 million; and the
conti ngency cost category of the CI'S
suppl emental fundi ng amount be adj usted
downward by $0.176 mllion.

In its comments to Conm ssion Staff's
recommendati ons PGW requests a nodification
to the recomendati on regarding the
adj ustment for Edge Systens expenses.

According to PGW there appears to be
a redundant adjustnent for Edge Systens

conti ngency expense. PGW opines that an
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error led to a duplicate reduction and asks
that the recomendati on be nodifi ed.

| agree with the Hearing Exam ners
findings reducing PGWs request as set forth
above. | note that the inadvertent Edge
Systens duplicate reduction has been
corrected and is reflected in the fina
budget numbers in this docunent.

| also note that PGW has al ready
identified $3,782,000 in line item
transfers, which have been deducted fromthe
overall total request.

My Motion is in ten small parts as
foll ows:

1. | nove that the Comm ssion adopt
t he Recommended Deci si on Menorandum as
nodi fi ed herein.

2. | nmove that the Gas Conm ssion
acknowl edge that PGW s reauthorization
requests as filed on Septenber 28, 2023,
provided this Comm ssion with the required
notice of the Conpany's intent to extend the
projects' |ifespans.

3. | move that the Gas Comm SsSi on
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approve PGW s reauthorization requests.

4. | move that the Gas Commi ssion
endorse amendnments to PGW s proposed fiscal
year 2024 Capital Budget that would increase
t he Budget by a total of $32,446, 251 by
reaut horizing the following line itens from
the fiscal year 2021 Capital Budget:

Vehi cl e Repl acenent (#73-01-2-03)

($1, 995, 000); and

Custonmer Information System (CIS)
(#47-01-2-04) ($30, 451, 251) .

5. | nove that the Gas Conmm ssion
recommend that City Council approve line
item #73-01-2-03 (Vehicl e Repl acenments)
subject to the following limtations:

1. This line item my not serve as a
source for any line itemtransfer
transacti on;

2. This line itemw || expire as of
August 31, 2024; and

3. Total spending for this line item
shall not exceed the spendi ng authorization
for this project in the approved fi scal

year 2022 Capital Budget.
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6. | nmove that the Gas Conm ssion
recommend City Council to approve line item
#47-01-2-04 (CI'S) subject to the foll ow ng
limtations:

1. This line item my not serve as a
source for any line itemtransfer
transacti on,

2. This line itemw || expire as of
August 31, 2025; and

3. Total spending for this line item
shal |l not exceed the spendi ng authorization
for this project in the approved FY 2019
Capi tal Budget, reauthorized in the FY 2022
Capi tal Budget, plus $30, 451, 251.

7. | nove that PGW be ordered to
file, with a copy to the Advocate, nonthly
Cl S updates, which track: (1) expenses
i nvol ving the managed service agreenment; (2)
| abor expenses; and (3) increnmental overtine
and | abor expenses.

8. | move that the $11.15 mllion in
PGW s fiscal year 2024 Operating Budget
identified by the Advocate be nade

unavail able to PGWunl ess the foll ow ng
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conditions are net:

1. PGW nust request release of the
spendi ng, or any portion thereof, fromthe
Comm ssion and provide notice to the
Advocat e;

2. Comm ssion Staff and the Advocate
shoul d be provided with the opportunity to
schedul e di scovery and witten subm ssions
after receipt and review of PGWs notice and
request for release of conditional spending;
and

3. Release of funds shall be made
only if the Comm ssion is persuaded, after a
record is devel oped, that such a release is
necessary and appropriate under the
circunstances presented.

9. | nove that the Gas Conm ssion
direct PGWto file an anended fiscal
year 2024 conpliance Capital Budget
(i ncluding an appropriately revised
financi ng plan and an updated forecast for
fiscal year 2025 through 2029) within three
busi ness days of the neeting at which the

Comm ssion acts on this matter.
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And 10. | nmove that the Gas
Conmi ssion direct PGWto file within ten
busi ness days of the neeting at which the
Comm ssion acts on this matter an updated
Di sadvant aged Busi ness Enterpri se Forecast
i ncorporating the inpacts of the endorsed
amendments to the fiscal year 2024 Capital
Budget .

Thi s concl udes ny Moti on.

ACTI NG CHAI RMAN BROWN: Thank you,
Comm ssi oner Urbani a.

Is there a second to the notion?

COWM SSI ONER DRI SCOLL: M. Chairman,

| second that notion.
ACTI NG CHAI RMAN BROWN:  Thank you.
It has been properly noved and
seconded.
|s there any further discussion?
Al in favor?
COW SSI ONER URBANI A:  Aye.
ACTI NG CHAl RMAN BROWN:  Aye.
COW SSI ONER DRI SCOLL:  Aye.
ACTI NG CHAI RMAN BROWN:  Any opposed?
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(No response.)

ACTI NG CHAI RMAN BROWN: The notion

carri es.

(VWher eupon the nmotion was unani nously

carried.)

Transcri bed by: Susan Marie M gatz, RMR, CRR
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