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PROCEEDINGS
ADMINISTRATIVE LAW JUDGE CYNTHIA WILLIAMS FORDHAM:

Good morning. I am Administrative Law Judge Cynthia Williams
Fordam. This is the time and place for a further hearing in
the matter of Pennsylvania Public Utility Commission versus
Philadelphia Gas Works at Docket R~00006042. There are 71
individual complaints filed in this case, and then there were
13 other C dockets that have been added to this case.

At this time I would ask the counsel to enter
their appearance, beginning with PGW.

MR. CLEARFIELD: Good morning, Your Honor.
I'm Dan Clearfield, representing, PGW along with co-counsel.

MR. HOLLAND: Good meorning, Your Honor. I am
Wendell Holland.I represent the company.

MR. COHEN: Good morning, Your Honcr, I am Walter
Cohen, from Obermayer, Rebmann, Maxwell and Hippel.

MR. SIMMS: Good morning Your Honor, Johnnie
Simms, representing the Office of Trial Staff.

MR. KEENE: Good morning, Your Honor, Stephen
Keene and Christy Appleby for the Officer of Consumer Advocate.

MS. BURAX: Good morning, Your Honor, Charis Burak
on behalf of Philadelphia Industrial and Commercial Gas.

MR. GRAY: Good merning, Your Honor, Stephen Gray
cn behalf of the Office of Small Business Advocate.

MR. BERTOCCI: Good morning, Your Honor, Philip
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Bertocci on behalf of CEPA, Acorn, TAG and Action Alliance.

JUDGE FCRDHAM: As I indicated, this is a further
hearing in this matter. We have had two days of hearings so
far. I believe we have one witness from PGW this morning and
then Mr. Knudsen and Mr. Lelash.

MR. CLEARFIELD: Yes, Youxr Honor. Just a
housekeeping, Mr. Knudsen is going to try to make it as soon as
he can teday. If he does not, if he is not able to appear after
Ms. Davis 1s finished we had discussed it with the parties, we
would just reverse the order and go with Mr. Lelash, and finish
him up, and then have Mr. Knudsen at the end.

MR. HOLLAND: There 1s a second housekeeping
matter, Your Honor.It involves the cross-examination of
My, White yesterday by Mr. Simms. We spoke to Mr. Simms. It
concerns I suppose the expiration of the customer charge at
$11.65. I believe Mr. Simms asked Mr. White when that expired
and Mr. White testified that it expired September first. We
discussed with Mr. Simms that in fact, the customer charges
presently in place does not expire until these rates are put in
effect pursuant to the interim settlement agreement.

JUDGE FORDHAM: OCkay.

MR. HOLLAND: If the record could reflect that
correction I would appreciate it and defer to Mr. Simms 1if he
cares to add.

JUDGE FORDHAM: Mr. Simms.
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MR. SIMMS: I concur with the statement by Mr.
Holland, and as reflected in the interim settlement. BAnd the
matter will probably be discussed further in our briefs.

JUDGE FORDHAM: Thank you.
MR. CLEARFiELD: Your Honor, PGW calls Janice Davis.
JUDGE FORDHAM: Ms. Davis, I need you to stand for
me {0 sSwear you in.

JANICE DAVIS,

having been duly sworn, testified as follows:
DIRECT TESTIMONY

JUDGE FORDHAM: You may be seated. Would you
state your name and business address for the recerd please.

THE WITNESS: My name is Janice Davis. My address
is 1401 JFK Boulevard, Room 1330, Philadelphia, Pennsylvania
19102.

JUDGE FORDHAM: Thank you. Mr. Clearfield.

MR. CLEARFIELD: Thank you, Your Honcr. Ms. Davis
is sponsoring Jjust one piece of testimony. She gets the award
for the least amount of pre-prepared testimony in this
proceeding, PGW Statement 7.0, and her exhibit is JD-1, which
is her curriculum vitae. Ms. Davis is available for cross-
examination.

JUDGE FORDHAM: Mr. Simms, do you have anything?

MR. SIMMS: No cross, Your Honor,.

JUDGE FORDHAM: Mr. Keene?
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MR. KEENE: We have limited cross, Your Honor.
Ms. Appleby will be doing the cross of Ms. Davis.

JUDGE FORDHAM: Okay.

CROSS-EXAMTNATION
BY MS. APPLEBY:
Q. Ms. Davis, my name is Christine Appleby. I am with the
Officer of Consumer Advocate. I will ke asking you a few
guestions. At page four, line seven of your testimony, you
indicate that the City is relying on the 18 million payment frcom
PGW for the City's budgeting purposes. What i1s the City of
Philadelphia's current anncal budget?
A, Our current annual budget is 2.8 billion dollars.

JUDGE FORDHAM: Please keep your veice up,
Ms. Davis.
BY MS. APPLEBY:
Q. Looking now at your rebuttal testimony at pages four and
five, where you discuss redirection of City funds for other
purposes. Am I correct that it is a decision of the City
through its City Council and Mayor as to how to spend expected
city revenues from taxes and the PGW payments?
A. Yes.
Q. So the decision to redirect City funds from a specific
program would have to be made at the level of city government,
correct?

A. Yes,
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Q. You would agree with me that one of the City's
considerations should be the provision of safe and affordable
gas service?
A. Yes. Now moving onto Mr. Knudsen's testimony on
Tuesday. He testified that PGW provides an array of services
and social programs, including senior citizen discount program
and customer responsibilify program, beyond that of traditional
utility services. What procedure is used to decide which social
programs are provided by the City, and which are provided by
PGW?
A. The City has certain mandated serxrvices. We don't share
decision making with PGW on which they are going to serve and
which we will. We provide those services that are required by
our Municipal Charter to be provided.
Q. You have testified before the Philadelphia Gas Commission
proceedings inveolving PGW, correct?
A, Yes.
Q. In August of 2000 you testified regarding the number of
families that would fall behind in payments as a result of the
rate increase requested, is that correct?
A. Yes.
Q. I believe that estimate you provided was 24,000
additional families?

MR. CLEARFIELD: Objection, Your Honor. This is

outside the scope of her rebuttal testimony. It has nothing
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to do with the testimony that she submitted here.

MS. APPLEBY: I'm sorry, I beg to differ. In this
particular case, she is talking about the affects of what the
social programs would have on this -- the affects on PGW of the
particular programs that are going to be in place.

MR. CLEARFIELD: Where has she testified about that?

MS. APPLEBY: In this particular case what she is
stating is what the City's funds are, in this particular case,
able to put towards PGW, and how that is going to affect PGW,
and what the City is able contribute. Therefore, how that is
going to affect the City and the people in the City.

MR. CLEARFIELD: Yes. But that has nothing to do
with how, to what extent, if at all, or to what extent a rate
increase by PGW will create additional delinguencies. By the
way, the rate increase at the end of this case would actually he
a rate decrease when the GCR is put in this place, which was not
something being considered in August of 2000.

So I just think it's outside the scope of what
she's here to testify about. You know the PGC proceeding is a
much more wide ranging proceeding, and she was presented for
many other issues. That does not mean that those questions
become relevant here for Ms. Davis.

MS. APPLEBY: The impact of the granting back of
the 18 million dollars is highly relevant to this particular

proceeding.
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JUDGE FORDHAM: Give me a minute.

MR. CLEARFIELD: The impact is not an issue that
Ms. Davis is here to testify about. Her testimony is about the
Administration’s ability or inability to grant back the 18
million dollars because of the severe budget concerns that the
City has right at the moment.

MS. APPLEBY: Your Honcr, our point in this
particular case is the impact that it is going to have on the
City. She has testified previously about the impact that it is
alsc going to have on the families in the PGC proceedings.

MR. CLEARFIELD: I'm confused --

JUDGE FORDHAM: Give me one minute.

MR. CLEARFIELD: I'm sorry.

JUDGE FORDHAM: Rased on my reading of Ms. Davis'
testimony, she 1s responding to the impact of the 18 million
dollar payment to the City, as opposed to dealing with the
varlious customers.Therefore, I will sustain PGW's objection.

MR. CLEARFIELD: Thank you, Your Henor.

MS. APPLEBY: That's all I have then.

JUDGE FORDHAM: Okay. Ms. Burak,

MS. BURAK: Thank vyou, Your Honor.

CROSS-EXAMINATION
BY MS. BURAK:
Q. Good morning, Ms. Davis. My name is Charis Burak. I am

here on behalf of Pennsylvania Area Industrial and Commercial
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Users. I just have a few questions for vou today. Beginning on
page 4, line 15 of your rebuttal testimony, you indicate that
the City should not be required to reallocate funds in order to

avoid an otherwise justified rate increase for PGW; is that

correct?
A. Right.
Q. If the PUC concludes that the 65 million dollar increase

requested by PGW is unjustified, but finds that a lessor
increase, for example, 35 million deollars, is justified, should

the City then be required to reallocate funds to make up the

difference?
A. No.
.Q. Do you also believe that the City should not be required

to reallocate funds in order to avoid an unjustified rate

increase for the City —-- excuse me -- for PGW?
A, No.
Q. So you would agree that the City should provide PGW

assistance, rather than requiring PGW's rate payers to be
charged unjust and unreasconable ratesg?

A. No.

Q. You would prefer PGW's customers to be charged unjust and
unreasonable rates rather than have the City provide any type of
funds to PGW, is that correct?

A. The rate payers should bear the cost of providing the

service. That's net something that the City shcould have to do.
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Q. Even if those rates wculd be unjustified in the eyes of
the PUC?

MR. CLEARFIELD: Your Honor, I am confused. If
the rates are unjustified, then they will not be charged. So if
the PUC is going to make a decision, whatever the decision is,
becomes the determination of the appropriate rate increase for
PGW.

MS. BURAK: Your Honor, I'm mainly just asking for
Ms. Davis' opinion. At this point in her testimony she
indicates that 65 million dollars is a justified rate increase.
The PUC has not made a determination vef as to whether or not it
ig justified.

JUDGE FORDHAM: So you are talking about if it's
unjustified in the eyes of Ms. Davis, who is testifying, as
opposed to the Commission's ruling in an unjustified.

MS. BURARK: Yes, Your Honor.

JUDGE FQORDHAM: <Can you answer that?

THE WITNESS: The company's request is a justified
request, and as such the City should not alter its budgetary
plans in order to cover anything that is not charged.

MS. BURAK: Thank you. That's all I have, Your
Honor.

JUDGE FORDHAM: Anyone else have anything for this
witness? Mr. Bertocci.

MR. BERTOCCI: Thank you, Your Honor.
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CROSS-EXAMINATION

BY MR. BERTOCCI:

Q. Ms. Davis, you are the Finance Director for the City of
Philadelphia?

A Yes.

Q. That makes you the City's highest ranking financial

officer, right?
A. Yes.
Q. S0 in terms of knowledge of budgetary affairs you are
probably right up there with the Mayor in terms of the
understanding of the nuts and bolts of the City's finances?
h. Right by behind the Budget Director.
0. You agree that generally PGW has been mismanaged under
the previcus city administrations?

MR. CLEARFIELD: Objection. Qutside the scope of
rebuttal testimony.

JUDGE FORDHAM: Sustained,
BY MR. BERTOCCTI;
Q. In your testimony you make reference to ways in which the
City has sought to help PGW; is that right?
A Yes.
Q. And if the City has sought to help PGW, doesn't it imply
that PGW has certain needs that it has not been able to fulfill
through its rates?

A, Yes.




14
15
16
17
18
19
20
21
22
23
24

25

779

Q. And those needs reascnably come from its past financial
history?

A Yes.

Q. And its needs also come from problems that it has had

with its billing system?

MR. CLEARFIELD: Are you referring tc any specific
assistance, Mr. Bertocci? I would object, because it's vague.

MR, BERTQOCCI. I am referring to the 45 million
dollar City advance.

MR. CLEARFIELD: I was asking for clarification.
You gave it to me. Ms. Davis, do you need the guestion read
back?

THE WITNESS: I understand, the billing system,
yes.
BY MR. BERTOCCI:
C. And the needs have been associated with the fact with
that short-term commercial credit program had been tapped out,
isn't that correct?
A, Yes.
Q. On page two of your testimony, line ten, you have that in
front of you?
A, Yes.
Q. You say that the 45 million dollar City advance would
cost approximately two to three million dollars annually if

PGW had to get it from some place else than the City. Now
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that's not the cost to the City, is itz

A, No.

Q. Have you estimated the cost in lost interest to the City?
A, No, we have not.

Q. On page two, line seventeen, you say, in this fiscal year

the City, the Philadelphia Housing Authority, and the Board of

Education all agreed to prepay certain remaining annual natural

gas bills?

A Yes.

Q. Aren't these agencies billed monthly like other
customers?

A. Yes.

0. Sc when you say annual natural gas bills, you mean —-

what do you mean exactly by that?

A. We prepaid cour bills for the remainder of the year.

Q. When you say certain, what do you mean by that?

A, They were the remaining bills, the bills that were
remaining.

Q. Were these agencies current on their bills with PGW at

the Time the agreement was made to pay certain annual bills?
A, I can only speak for the City, and we were. I would have
to defer to other members

MR. CLEARFIELD: If it{'s important we can provide
the information to Mr. Bertocci. I don't think she has that

information with her right now.
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BY MR. BERTOCCI:
Q. So what you are saying that the City would not be in
control of what the Philadelphia Housing Authority does or the
Board of Education?

MR. CLEARFIELD: Objection. She just said she
didn't kncw

THE WITNESS: I don't know.

JUDGE FORDHAM: Objection overruled.

THE WITNESS: We don't pay their bills. We pay
our bills.
BY MR. BERTOCCI:
Q. In the case of PHA, were you aware that there was an
outstanding dispute concerning what was owed?
A. I'm not involved in the billing.
Q. So you wouldn't know whether the resolution of the

dispute was part of the establishment of this amount prepaid?

A. I would have to leave that to one of PGW staff to
answer.
Q. On vage two, line 27, you say that the City pays the

present salary of interim present and CEQO, Kumar Kishinchand,
the interim president.

MR. CLEARFIELD: Mr. Bertocci, I think on the
official copy that's on page three, line three and four.

THE WITNESS: Yes, we do. 1It's on page three,

line three and four.
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MR. BERTOCCI: I'm sorry, I'm using what I got
from E-mail.
BY MR. BERTOQCCI:
Q. If there is a problem, Ms. Davis, say it isn't what you

Think it is and we will stop.

A, I was looking for it.

0. I'm sorry. Mr, Kishinchand is the Water Commissioner, is
hie not?

A. He was the Water Commissioner.

Q. His place as Water Commissioner has not been -- he has

not been replaced as Water Commissioner?

A. There is an interim Water Commissioner.
Q. So wasn't the City bound to pay his salary in any event?
A. We were bound to pay his salary, but we are now paying

somecne else as the acting Water Commissioner. And he is not at
the Water Company, providing a service that he would have,
instead he's at PGW.

Q. You are paving scmeone else from the ranks ¢of the Water
Department; is that right?

A. Yes. And whenever you pay for a service that you are
receiving in some other place it's considered that the other
place is taking the benefit. So PGW is benefitting by the fact
that the salary is being paid.

Q. I was focusing more on the cut-of-pocket cost to the City

to Mr. Kishinchand being where he is.
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A Okay.

0. So that's a conclusion, there is no out of costs?

A There is no additional costs but it is a benefit to PGW.
Q On page three, my line one, the guestion has to do with

deferral of 18 million dollar City payment.

MR, CLEARFIELD: That the City has deferred?

MR. BERTOCCI: The City, one of the things

that

MR. CLEARFIELD: It's on five and siXx.

MR. BERTOCCI: Lines five and six.

MR, CLEARFIELD: Page three.

BY MR. BERTOCCI:

0. Lines five and six, you say the City has assisted PGW by

allowing it to defer until June 30, 2001, meking its annual

payment to the City?
Yes.
That involves,

Yes.

Yes, 1t 1is.

o ¥ 0 r 0 P

year on August 3lst,

however, a payment with interest?

And that interest amount is about $200, 00067

Now in the summer of 2000, toward the end of PGW's fiscal

yvou issued a commitment to grant back the

five million in project revenues to PGW, if it was necessary in

order to meet debt service coverage, isn't that right?

A, Yes.
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In the past. To whom was that commitment issued?

The letter went to the company and to their auditors.
So it was something in writing?

Yes,

Isn't it true that the City might have, i1f necessary,

provided a backsteop of up tc ten million dollars?

A,
Q.
A,

Q.

In the fiscal
In the last fiscal vyear.
Yes.

If it had been necessary to provide five or ten million

deollars, what would the mechanism that would have been used?

A,

Q.

It would have been granted back to the company.

It would have been a grant back to the company. Would

you have had to get City Council approval for that?

A.

Q.

A.

No.
Would you have had to amend the budget?

No, 1t was within remaining appropriations. We had

remaining appropriations at that point.

oor 0 PO

Now the City's fiscal year begins Juiy first, right?
Yes.
PGW's fiscal year goes from September first?

Yes.

So when you are at August 31st, which is the crucial date

for debt service coverage for PGW, you are abouf Lhree months

into the City's fiscal year, 1is that right?
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A. Yes.

Q. So when you are saying what the City does, can you
explain a little bit more to us what that means, you can just
grant back the -- you have received funds from PGW, an 18
million dollar grant in the prior fiscal year, right?

A Yes.

0. Now you are in a subsequent fiscal year and you are
saying that your cffice can just come up with five miliion
or ten million dollars

A. I would have been instructed to make a grant to the

company in some amount in order to ensure that they made

coverage.
0. Who would instruct you to do that?

A. By letter from the Mayor.

Q. That money comes from grant revenue fund?

A. Yes.

Q. Is that the proper term, the grants revenue fund?

A The grants revenue fund, it's our grants category within

the general operating budget.

Q. What 1s a grants category? Just so everyone kKnows.

A. It's the category that is used to make grants to other
agencies and individuals.

Q. That grants fund is part of your operating budget?

A, Yes, it is.

Q. On page three, it's still page three, but further down to
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line 16, you talk about, you say that PGW is a municipal
utility, i1s intended to be self-suificient,
MR. CLEARFIELD: Eighteen through nineteen.
MR. BERTOCCI. Thanks.
BY MR. BERTOCCI:
Q. Then a few lines further down you say "Customers are not
asked to provide a return on the cash working capital or on
equity." Isn't the 18 millicn that PGW pays Lo the City,
doesn't that come from rate payer funds?
A. Yes, it does.
C. So if the 18 million dollars was not paid, wouldn'i PGW
still be seli-sufficient?
A. The 18 million is required by the PFMC agreement, and as
such it's part of their rate making requirement.
Q. Now you say a little further down on the same page, that
"None of the ordinances authorizing PGW'S current financing
mechanisms assumes or reqguires the City to act like a
conventional utility investor or owner."
A. It's on page four, lines one and two. It starts on page
three and ends on four.
Q. Thanks. Is that a statement made on advice of counsel?
MR. CLEARFIELD: Yes.
BY MR. BERTOCCI:
Q. What would a conventional utility investor or owner do

that PGW is not required to do?
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A. Since PGW is a municipal organization, I am not certain
what vour conventional utility would be required to do. I can
only say what PGW's and the City's relationship is. T can't
speak on other relationships.
a. I remember us having a similar conversation back on
August 21lst, when we were both much younger.
A. Much, much, younger.
Q. And at that time you said "The 18 million is a return on
equity and isn't really tied to how well PFMC manages or does
not manage."

MR, CLEARFIELD: Is that at the PGC?

MR. BERTOCCI: That was before the Gas Commissioner
on August 21lst.
BY MR. BERTOCCI:
Do you recall making a statement to that affect?
I don't recall it specifically, but I probably did.
Would you like to check in the transcript?
No, I trust you.
You were speaking for the City then, right?
Yes.

Is that still the City's view?

? © A o . A o T L S

That's still the City's view. It's also a payment if you
want to look at it for use of facilities of our assets. Those
are City assets PGW is using to generate income. It's not an

unusual thing or unreasonakle payment for use of those assets.
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Q. Those assets would have been paid for by rate paver funds

haven't they?

A. The initial investments were City funds.

Q. Do you know when and what City funds were ever invested
in PGW?

A. I would have to go back and check to give you specific
amounts.

MR. CLEARFIELD: Are you ftalking about in 18467
THE WITNESS: Yes, it was originally a city
utility.

BY MR, BERTOCCI:

Q. So maybe back in 1846, that's the basis?

A Starting back then, yes.

Q. And then

A They also operate in the city's streets. If they were in

many cities they would pay a franchise tax for operating in the
city's streets for making cuts in the streets. S5So it's not an
unusual pavment for being in the city, and taking advantage of
city services.

Q. Philadelphia found it desirable to have a city utility,
gas utility, municipally owned in contrast to other cities in
other places, right?

A. Yes.

Q. The reason for maintenance of such a system constitutes

probably a recognition of the importance of utility service,
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0of gas service at affordable prices to Philadelphia residents?
A. I would assume that that is the reason.

Q. And probably a recognition of the difficulty of assuring
affordable service under Philadelphia's urban conditions, at
least since the Second World War, such utility service without
municipal ownership; is that right?

A. I am not really gqualified to go that far.

I think you are a

Q. You say that, I am on my page four,

little further down, you say that the City i1s not in a position
to offer any additional monetary assistance to PGW. Don'i you
agree that whether or not to grant back the 18 million is a
policy decision?

A, It's a policy decision driven by the financial realities
of the City of Philadelphia. We have the School District that

needs money, among other things. The City is just not in a

position to give up the 18 million.

It's not that we have a

desire to harm anyone.
to do it.
the School District,

education in the city,

The uncertainties facing the City,

It's just that we are currently unable

especially arcund

what might be required to continue public

just deces not allow us to give PGW the 18

million.

Q. But you reccgnize that the provision of residential gas
service ranks right up there with essential municipal services,
education. It's in the same class, right?

police, fire,

A. Yes,
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Q. It is a high priority for Philadelphia residents to have
safe, efficient and affordable service, right?

A. Right.

Q. Without gas heat many Philadelphia houses would be
uninhabitable, right?

A, I would assume.

Q. And economic job development and job creation, that is
linked to prices of gas, right?

A. I am not qualified to make that leap.

Q. In making the kind of decision that you are making with
regard to whether or not to grant back 18 million, vyou tried to
balance the interest of the City against the interest of
customers, wouldn't you?

A. The customers are the City. So there is no balancing.
They are either rate payers or taxpayers. They will pay through
thelr rates or pay by foregoing services. There 1is no balancing
to be done. They are the same people.

Q. Wouldn't you agree that high -- that if some of the costs
of PGW in these circumstances were borne by the City, talking
about 18 miliion, wouldn't you agree that that cost would be
spread more broadly and more equitable through the tax system,
as opposed to through the rate system?

A, The rate payers receive the service, the rate payers
should pay for the service. Taxpayers who are not receiving gas

service, shouldn't pay for gas service they're not receiving.
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Q. Isn't this a situation where you say, you talk about tax
payers paying for gas service. But, in fact, isn't it the
situation where rate payers are paying for the City, they are

paying the 18 million to the City?

A. That is.
Q. Not wvice wversa?
A. That's part of their requirement under the PFMC

agreement, and as such it is a legitimate cost to the rate
payers. The fact that it goes back to the City does not in any
way change the nature ¢f that payment.

0. But if that money didn't go to the City are you saying
that taxpavers would be paying for PGW?

A, Yes, they would then have to bear the burden of the City
not receiving that 18 million. Some service would be cut.

Q. Do you agree with many of the people that testified at
the Public Input Hearing that PGW's current rates are higher
than they can afford?

MR. CLEARFIELD: Objection, outside the scope of
her testimony.

JUDGE FORDHAM: Sustained.

MR. BERTOCCI: Your Eonor, I think this is -- she
is discussing policy, and she is denying that she is balancing
anything. But in fact I think I am allowed to gquestion her on
issues that might be related to the balancing.

MR. CLEARFIELD: No, he's not, Your Honor.
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He's allowed to question her on her testimony, and the answer
she gave. She's testifying that the City does not have the
money to fund and otherwise legitimate rate increase, otherwise
cther legitimate city programs would have to be reduced.

If he wants to ask her gquesiions about how it
affects city residents and citizens and taxpayers who would lose
a city program, or not have a school refurbished because we
can't make an otherwise appropriate rate increase, he can ask
those questions.But nct about whether rate payers can pay.

MR. BERTOCCI: Your Honor, I think it stacks the
deck. I am not entitled to talk about the lady who says that
she is stressed to the limits of elasticity in a Public Interest
Hearing. But they are entitled to cry about the Schoecl District
and about the Police Department and Fire Department.

MR. KEENE: Your Honor, they objected to the
OCA's questions about the impact on the City's social programs.

MR. CLEARFIELD: No.

MR, KEENE: If they don't get the 18 million
dollars from PGW.

MR. CLEARFIELD: Your Honor, that was not the
objection. The question has to do with the impact of rate
payers of not having rates that reflected or didn't reflect the
18 million. I ckjected, and you sustained that objection.

What I am saying it's legitimate to question her about the

affect on the City and the citizens if the City has to find
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18 million dollars by reducing a social program or raise taxes.

But she is not here as an expert on what will
happen if the rates go up by 65 million dollars in a base rate
case. That's not what she's here for. Mr. Bertocci had a whole
array of witnesses he could ask those guestions to. I think in
fact he did ask most of those questions. Ms. Davis is not the
person to ask those guestions.

This is argument. Mr., Bertocci has his position.
The City is expressing the facts as they see it.

MR. KEENE: Your Honor, if that is -- if what
Mr. Clearfield said is correct, then I would request the
right to ask the questions about the impact on the City's
social programs that he objected to, and which you sustained.

MR. CLEARFIELD: I am confused. I thought the
question specifically was what would be the impact on rate
payers.

JUDGE FCRDHAM: That's what I thought the question
was.

MR. KEENE: Your Honor, we wanted to ask a
question about her testimony that the increase in rates that
PGW requested last year resulted in additional social costs
to the City.

JUDGE FORDHAM: We're talking about the bottom of
page four of her Cestimony about the City's contingency fund and

surpluses?
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MR. KEENE: No, Your Honor, what Ms. Davis has
testified is that the City cannot afford to grant back the 18
million dollars. 2And we wanted to explore with her that if the
rates are raised, and it does have an impact on social program
costs for the City, if rates are raised becazuse the City does
not grant back the 18 million dollars.

This is really a crucial issue in this case, Your
Honor, what the City's responsibility is here. I think it would
be helpful to the Commission if Mr. Bertocci and the QCA are
allowed to explore those issues.

MR. CLEARFIELD: Your Honor, we are not going to
allow this witness to testify about everything in this case
about affect on rate payers. She is not here for this purpose.
Now I misunderstood the question. I thought the gquestion was,
how would the increased billings affect customers. That's a
guesticon that should have gone to some other witness. She's
not here for that.

If T misunderstood then I did. I don't even
remember what Mr. Bertocci's question is at this point.

MR. BERTQCCI: Your Honor, maybe there is
another way to deal with this. And that is after all she said
that rate payers are taxpayers. I can question her about the
affect of these increase rate payers on the taxpayers which she
is concerned -- the increased rates on the taxpayers that she is

concerned about.
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These people, taxpayers, suffer the affects on the
kind of distribution that is made between costs which are
allocated to the PGW and costs which are allocated to the City.

MR. CLEARFIELD: That's transparently just a
ruse. You can't start asking her questions about how the rates
will affect rate payers by just saying well they are also
taxpayers. That's one of our positions. She is not here for
that purpose. She's here to testify about what is in her
rebuttal testimony. The City does not have 18 million dellars
without reducing valuable social programs.

If you want toc ask guestions about that, you can
askXx them. We had lots of witnesses who could testify about the
affect of the 65 million increase on rate payers.

JUDGE FORDHAM: Page four of Ms. Davis' testimony,
in the first answer she does talk about how the annual 18
million dollar payment to the City has been budgeted for City'
programs and for the next several years. At the bottom she
talks about the City's contingency funds and reported surpluses
have been severely stressed by unforeseen expenses. She lists
the City's School District as one of those unforeseen expenses.
Then she mentions that if City's funds were re-directed to PGW,
it would abandon planned expenditures in support of the City's
children and schools or other taxpayer services,

If Mr. Bertocci or OCA has cross-examination .

regarding those issues, T will allow 1it.
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MR. EKEENE: Thank you, Your Honor.

JUDGE FORDHAM: Mr. Bertocci, you may continue.

MR. BERTOCCI: Thank you, Your Honor.

BY MR. BERTOCCT:

Q. Is your policy decision concerning what some people say,
non-existence of the 18 millicn dollar payment of grant back,
is that influenced by your belief that the legal, City's legal
right to 18 million is especially strong?

MR. CLEARFIELD: Objection. That calils for iegal
conclusion.

MR. BERTOCCI: It asks her policy, a perscon who
makes policy decisions, Your Honor. I think weighs a range of
different kinds of alternatives. I am asking whether one of the
factors is that they feel that they can, that their position
on 18 million is strong enough sa that they would rather put
resources some place else?

JUDGE FORDHAM: I think you lost me.

MR. CLEARFIELD: I withdraw the objection.

THE WITNESS: Our decision is based primarily on
our inability to afford it. That is the primary driver.

BY MR. BERTOCCI:

0. The issue of affordability is an issue which invoives
judging whether you can afford 18 million as opposed to, for
instance, debt service payments on stadiums, for instance, is

that right?
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A. Those generate revenue to cover themselves. The debt
service payments will be paid for out of their revenue generated
from the stadiums and related work. The decision on the 18
million is looked at in conjunction with those services like the
School District where we have 213 million children requiring an
education, that don't give us a refurn to cover the costs. The
18 million is made in light of those types of decisions, not any
that are self -- Lhat generate revenue to cover themselves,.
Q. The investments in the stadium, debt service in the
stadium you will not recover that revenue certainly within the
next few vears?
A, That revenue, the annual debt service will be more than
covered by what will be generated from the annual stream.
Q. What will be after the stadiums are built?
A. No, starting when they are under construction, there are
wage taxes that are generated in more than sufficient amount to
cover the debt service from the very beginning. The stadiums
are self-sufficient from day one.
Q. You wouldn't regard 18 million investment in PGW as a --
as something that would actually have a return over the long run
in terms of the health of that utility and its role in the
Philadelphia economy?

MR. CLEARFIELD: Objection. Your Honor, this is
purely argument.She has answered these questions at least five

times. It's purely argument. Mr. Bertocci thinks that the
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City should write a check for 18 million dollars out of some
slush fund that he apparently thinks exists. Ms. Davis has
represented the City and says it does not have the money. He
can argue in his brief that he does not believe her. This is
not helping anything. We are just plowing over ground we have
galready covered.

MR. BERTOCCI: That mischaracterizes my position.
I don't think there's just some slush fund out there. I think
it's a very serious question on the part of City as to how it
allocates resource.Anybody that went to Public Input Hearings
heard the pain that's out there, would understand this is a very
important guestion.People are entitled to have a ranking City
official come here, speak about it. I credit Janice Davis for
coming here, and struggling to answer these guestions which are
difficult for anybody.

MR. CLEARFIELD: Your Honor, we have rules of
evidence., Mr. Bertoccl has asked the guestion several times.
He has received the same answer several times. And he's gone
over and over Lhis, and this 1is not appropriate. This is not a
criminal proceeding.He's not entitled to try to wear the
witness down over ten hours. He asked her why she has taken the
position. The rest is argument. He is literally arguing with
the witness.

JUDGE FORDHAM: Mr. Bertocci, do you have any

questions regarding any other social programs or any other
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expenditures to the City that have been mentioned in Ms. Davis'
testimony?

MR. BERTQOCCI: No further questions on the social
programs. Mr. Keene may.

JUDGE FORDHAM: That's what I was asking. Do you
have anything further?

MR. BERTOCCI: I have a couple more questions.
BY MR. BERTOCCI:
Q. On page four, lines five and six. You say the City had
anticipated 90 million of revenues from PGW for the years 2001
to 2005. Then you say that "Loss of some or all of this revenue
would be a significant hardship.” I can understand 90 million
over five years might be a hardship. The guestion I have 1is
what about 18 million between now and the end of PGW's fiscal
2002, August 31st, 2002? That's over three City fiscal years.
That would be about six million a year for three City fiscal
years; 1sn't that right?

MR. CLEARFTIELD: Objecticn. 1 don't understand
the calculations.
BY MR. BERTOCCI:
Q. We are in fiscal 2001 now, from the City's fiscal 2001 to
June 30th, we're in.And then fisceal, City's fiscal 2002 runs
to June of 2002.And in the meantime PGW's fiscal year, PGW's
present fiscal year, second fiscal year, which ends 2002. So,

the period between now and August 31lst contains part of the
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City's fiscal 2001, all the City's fiscal 2002, and part of the
City's fiscal 2003.

What I'm asking is, since the 90 million wasn't
something I ever proposed or anycne proposed, why don't we Jjust
look at it from the point of view of 18 million between now and
August 31st of 200271 am asking is that as difficult as 9C
million over five years?

A. Well 18 million represents a significant amount of money.
It's not as significant obviocusly as 90 million, but it is
something that the City is unable to provide.

Q. Even with timing that permitted it to be spread over

three years?

A, It is not really three years.
Q. Three fiscal years.
A. The City still is in no position to give up 18 million.

MR, BERTOCCI: Thank vou very much. I have no
further questions.

JUDGE FORDHAM: Mr. Keene.

MR. KEENE: I can be brief.

CROSS-EXAMINATION

BY MR. KEENE:
Q. Good morning, Ms. Davis, Steve Keene with the Office c¢f
Consumer Advocate.In August of 2000 you Testified before the
Philadelphia Gas Commission in a PGW proceeding; isn't that

right?
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A. Yes.
Q. And again at that time you testified regarding the number
of families that would fall bkehind in payments as a result of
rate increases that were pending at that time, is that right?
A, I don't remember specifically, but that's correct.
Q. And I believe your testimony was that 24,000 additiocnal
families would fall behind in payments as a result of that
requested rate increase; is that correct?
A I don't remember that number.
Q Would vou accept that subject to check?
A. Yes.
Q The date of your testimony in that preceeding was August
21st, 2000. That's the testimony I'm referring tec. Would you
accept, subiject to check, that increase in base rates requested
at that time was 52 millicn dollars?
A, Yes.,
a. And the GCR increase projected at that time was 97
million dollars?
A. Yes,
Q. Have you estimated -- have you estimated how many
additional families are likely to fall behind in payments at the
level of rate increase and the GCR that is being requested in
this proceeding?

MR. CLEARFIELD: Objection, Your Honor. And I

would ask that the entire line be stricken from the record.
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The purpaose, vyou indicated, Your Honor, that Mr. Keene would be
able to ask questions about the affect on the City of having to
provide additional services hypothetically if the customers had
problems with bills.Mr. Keene did not ask any questions about
that. He asked about the number of additional customers who
would be delinguent with PGW bills.

This witness isn't here for that. They are trying
Lo get testimony through Ms. Davis who 1s not aware cf all of
the information.lt's inappropriate. She did not testify to
this. I don't understand why these questions were not asked of
other witnesses who could provide complete answers. I don't
eﬁen know if those numbers are still true. I am not sure if
they were true when they were provided.

MR. XEENE: Your Honor, Mr. Clearfield said that
Ms. Davis is here to testify that the City cannot grant back 18
million dollars becauwse it would result in cutfting other social
programs and other City social programs. All we are trying to
establish here, if rates go tcoco high it creates additional costs
for the City, additional social costs.

MR. CLEARFIELD: You didn't.

MR. KEENE; T will ask the question 1if
Mr. Clearfield is patient and lets me wrap this up.

JUDGE FORDHAM: Can you ask that question without
other gquestions related to the delinguencies? This witness is

from the Cityv.I'm not sure she's in a position to answer that.
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MR. KEENE: Well she testified in the Gas
Commission proceedings the City had done an estimate of how many
additional families would fall into arrearages based upon the
increase that was requested in that proceeding, last August.

JUDGE FORDHAM: We don't have anything

MR. KEENE: I'm asking to see whether they have
locked at that and the impact it will have cn social costs for
the City now.

JUDGE FORDHAM: She didn't testify in her rebuttal
testimony about that same type of testimony that she gave during
the Gas Commission proceeding, therefore, that is outside of the
scope. However, i1f you would like to ask her aboul the impact
on the City or the social programs, whether taxpayers, even rate
pavers, I will allow that.

BY MR. KEENE:
Q. Ms. Davis, would you agree that families that fall behind
in payments of their utilities are at risk for being terminated?

MR. CLEARFIELD: Objection. She is not qualified
to testify on these issues, Your Honor. This is completely
outside the scope of testimony.

JUDGE FORDHAM: Let's go off the record.

(Whereupon, a discussion was held off the record.)

JUDGE FORDHAM: We're back on the record.

BY MR. KEENE:

Q. Ms. Davis, has the City done any studies about the
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additional social costs that it may incur, if PGW's rates are
set at a level which results in additional families falling into
arrearages or being terminated?
A No.
MR. KEENE: That's all I have, Your Honor.
JUDGE FORDHAM: Any other party have anything?
Any redirect?

MR. CLEARFIELD: May I have a moment to.

JUDGE FORDHAM: Yes.

MR. CLEARFIELD: I have no redirect.

JUDGE FORDHAM: I have one guestion before we
leave Ms. Davis.On page three of your testimony, you talked
about it before, the City payving the salary of Mr. Kischichand.

THE WITNESS: Yes,.

JUDGE FORDHAM: How long will the City pay that
salary?

THE WITNESS: As long as he is assigned to PGW or
until he goces back to his cother job. We will continue until he
no longer is there.

MR. HOLLAND: Your Honor, if I can elaborate, I
think the interim settlement calls for new management at least
to be hired or appointed by about September 31st. Sc that is
one gauge.

JUDGE FORDHAM: I Jjust wanted to make sure it was

not the end of either PGW's fiscal year or City's fiscal year.
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So it will be past that time?

MR. HOLLAND: Yes.

JUDGE FORDHAM: Thank you, Ms. Davis.

THE WITNESS: Thank you.

MR. CLEARFIELD: I do not see Mr. Knudsen in the
courtroom. Your Honor, we would like to move intc evidence
PGW'S Statement 7.0 in the company's exhibit.

JUDGE FORDHERM: Let's go off the record a minute.

(Whereupon, a discussion was held off the record.)

JUDGE FORDHAEM: We're back on the record. There
has been a motion to admit PGW Statement 7.0. Any objections?
Hearing none, it's admitted.

(Whereupon, statement marked for identification as
PGW Statement 7.0 was received into evidence.)

JUDGE FORDHAM: We have OCA witness, Mr. Lelash.
Please raise your right hand.

RICHARD W. LELASH,
having been duly sworn, testifled as follows:

DIRECT TESTIMONY

JUDGE FORDHAM: You may be seated. Would you
state your name and business address for the record, please
spell your last name.

THE WITNESS: Yes. My name is Richard W. Lelash.
My business address is 1870 Acre Road in Reading, Connecticut.

JUDGE FORDHAM: Please spell your last name.
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THE WITNESS: It's L-E-L-A-S-H.

JUDGE FORDHAM: Thank vyou. You may proceed,
Mr. Keene.

MR. KEENE: Thank you, Your Honor. Your Honor,
at this time I would like to have marked for identification,
OCA Statement Number One, which 1s the direct testimony of
Richard W. Lelash, on behalf of the Officer of Consumer
Advocate, and attached thereto are Schedules 1 through 17, and
an appendix of Mr. Lelash's regulatory testimonies from 1996 to
the present.

I would alsc like to have marked for identification,

QOCA Statement Number 1-S, which is the surrebuttal testimony of
Richard W. Lelash con behalf of the Officer of Consumer Advocate,
and attached there are Schedules One and Two.

And pursuant teo stipulation Mr. Lelash is prepared
To be crossed.

JUDGE FQRDHAM: The documents that were mentioned
by Mr. Keene are so marked.

(Whereupon, OCA Statement marked Exhibit 1 for
identification.)

(Whereupon, OCA Statemeni marked Exhibit 1-$ for
identification.)

JUDGE FORDHAM: Mr. Clearfield.

MR. CLEARFIELD: Thank you, Your Honor.

CROSS-EXAMINATION
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BY MR. CLEARFIELD:

Q. Good morning, Mr. Lelash.
A. Good morning, Mr. Clearfield.
Q. Let's see if we can start off determining whether

there 1s some common ground between the company and your
recommendations. You agree, don't you, that there would be
serious negative consequences if PGW were to become in technical
default of its bond covenant?

Yes.

You reviewed Ms. Bisgaler's testimony?

Yes.

o 0w

And she indicates that a technical default would result
in a downgrading of PGW's bonds to below investment rate status,
you don't disagree with that, do you?

A. Neither she nor I would know as a fact. But certainly
that would be logical indication.

Q. And that would have serious consequences to PGW's ability
to continue to issue bounds; is that fair?

A. PGW and for that matter the City as well.

Q. You also agree that the PUC should set the rates for PGW,
so that PGW has a reasonable assurance of a satisfying its bond
covenants?

A. Subject to things that were mentioned in my testimony,
yes, that's correct.

Q. Well you want to make sure they satisfy the bond
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cavenant, correct?

A. Well there is an issue, Mr. Clearfield, on how those
requirements are to be satisfied as far as who pays, but yes.
Q. The Commission should feel comfortable that the bond
covenants are going to be satisfied, from whatever sources.

A. That's correct.

Q. I think we said that if PGW was not able to maintain its
line cf c¢redit that backs up its commercial paper it would be
very sericus consegquences for both the company and its
customers, wouldn't you agree to that?

A. Yes.

Q. Similarly if PGW was not able to issue long-term debt, it

would be very serious guestions for both the company and the

customers?
Al Yes.
Q. As a general matter, Mr. Lelash, all companies have a

need for cash working capital in corder to have the cash to pay
other bills when they come due, don't they?

A, Yes.

0. In fact, you testified in thousands of rate cases, on
allowance for cash working capital in company's rate base 1is a
common claim for an investor owned utility, right?

A. Yes.

0. They would receive a return on that cash working capital

on the rate?
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Al The cost of that working capital is incorporated into the
rate,
Q. You are not disputing that PGW has a cash working capital

need, if I understand your testimony, you are disputing where
the cash working capital should come from, is that a fair
characterization of your testimony?

A. Well we seem to be disputing both the amount and where it
comes from, but yes.

Q. Well you are not saying that they don't have a need?

A. No, it's clearly cash requirement for the company. The
guantification is perhaps at issue as well.

Q. Again, I believe you agree, don't you, that at least with
PGW, it has a need for liguidity or cash at the end of its
fiscal year in order to have sufficient cash to pay its short
term obligations, debt service, that come due in the next
several months after the end of the fisczl year, leading up to
the big January first debt service payment, that it has? Would

that be fair?

A. PGW would have an ongoing need for cash working capital
continuous.
Q. But doesn't it have a need to have a positive cash

working capital, I am not asking you to agree to a particular
amount, at the end of its fiscal year, in order to have enough
to pay its cbligations in the next several months after that

fiscal year?
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A. I think my answer I said yes, to that because 1t has a
continuing need, which of necessity would include year end.

Q. That's fair. If you want to tell me how I can interpret
your answer next time to get to ves, I would appreciate that.
But in terms of PGW's need for cash at the end ¢of the year, and
would you agree that its need for cash working capital is
affected by the level of gas costs it incurs?

A. Yes.

Q. Again, just as a general matter, you understand that PGW
has access to GCR filing or 1307F mechanism that changes gas

costs on an ongoing basis to reflect its actual costs, don't

you?
A, Yes.
Q. That does not take away the cash working capital affect

of increased gas cost on the company, does it?

A. Well indirectly it does, if the GCR is readjusted upward
and the rates are collected for that gas, that’'s an improvement
in the cash position. So it's a belance, the costs obviously,

if gas costs go up, the company pays more in cash out. But by
the same token, with some lag on the billing basis you should

hopefully get it back.

Q. So there is a lag that they create cash working capital?
A. Yes.
Q. In fact in September, which is the period of time that

PGW's GCR or 1307F begins, even if it sets a GCR at a projected
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level for gas costs for the next year, 1t's not going to start
collecting those increased amcunts until it gets into the winter
heating season when it actually starts billiing customers for the
majority of its usage, isn't that right?

A. The impacts of gas costs changes would be felt most
severely during winter because of the volume of gas.

Q. So the gas costs have gone up, they are collecting based
on MCF's during September, Octcber, November, where usage and
sales are low, correct?

A, Lower.

Q. Lower. They are making gas costs payments at these
higher levels, which are not fully reflected in the GCR, sc it
creates a cash working capital need, doesn't it?

A. There is no guestion that the company's cash working
capital requirements go up as the cost of gas goes up.

. Maybe I don't need to make this parenthetical, but some
of these things while they are very familiar to you and I, they
are not as familiar to the Commission. I -just want to make sure
they are clear on the record.

A. Okay.

Q. Now with respect to PGW's cash needs I am right, aren't
I, in your original testimony you never provided a monthly cash
flow statement for FY, fiscal year 2001, where you compared
month by month the monthly disbursements and receipts of revenue

for PGW, did you?
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A, No, I did not.

Q. And in your surrebuttal testimony you indicated that you
did not need to because you looked at Mr. Bogdonavage's estimate
-~ there was an estimate of I guess it was five months actual,
seven months projected at the time, which showed a 37 million
dollar end of year cash balance. D¢ you remember that testimony®?
A, Well there were several during that period. I think in
February the number was 37, cne. Then I believe it was updated
in March, it was 34, three or four.

Q. In fact, the 34, three, rounded, that's shown on JRB,
two, page one?

A, I believe that's correct.

0. If you want to get it out you can. But the guestions are
going to be more general.

A, Do you have a specific reference?

Q. JRB-2, schedule attached, page one. It's the second
column to the left. I'm sorry, that'’s the wrong

A, I figured I needed my glasses.

Q. I was so sure I had the right one, then I provided the
Wrong cne. It has the similar number, but that's not the
correct column. I apologize. It's JRB, page two, the third
column on the left.

A, Yes, that has ending cash of 30, well depending on vour
assumptions.

Q. Thirty-four million?
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A. Thirty-four is under the 18 million.

Q. Well let's just stick with how he has presented it.
That's the basis on which you concluded that the ccmpany had
adequate cash, right?

A, Well there were several other factors I considered. But
34 million is almost identical to the number that Mr. Knudsen
stated was end of period requirement. And that 34 million is
predicated on a bond flotation of 100 million. My understanding
is that the bond flotation will be somewhat higher.

So it was with reliance on the 34, understanding
that that moves, but also with the potential of additional
funding from the bcnding, that made me draw the conclusion for
the fiscal year 2001, the cash would be adequate.

Q. You were not here for Mr. Bogdonavage's rejoinder

testimony earlier this week, were you?

A, No, 1 was not.

Q. Did you receive a report on that testimeny?

A, Not on any specifics.

Q. Maybe we could do it this way. Would you accept subject

to check that Mr. Bogdonavage indicated that 34 million dollars
was influenced by the fact that it included a full 45 million
city loan?

b, Yes, the 34 million that you referenced does indeed take
intc account the provision of the City loan.

Q. Would vou accept, subject to check, that he testified
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that it also includes the full amount available from the capital
funds, if you will, the ability to use the funds from the
issuance of new debt to fund operations or to reimburse PGW

for previcusly funded capital improvement at the amount of 24
million dollars?

A His documentation for cash flows did not show that. But
I will accept that representation.

Q. Finally, would you accept subject to check that he also
testified that 34 million dollars includes the affect of
deferring certain gas purchases that the PUC authorized from
this fiscal year, that is the fiscal year ending August 2001
until the next fiscal year, about ten million dollars?

A. I actually think the number is a little more than that.
But, ves, I understand that i1t does incorporate a deferral of a
certain amount of gas purchases.

O. 211 of those items are all one-time events, aren't they,
they are not the kind of normal things that you would expect to
see on a normalized projected basis?

A. Well as vou are aware my testimony is that perhaps some
of those elements should be ongoing.

Q. So the only way we could include the 45 million as an
ongoing source of funds is if somehow the ordinance changed and
the City decided not to require the pay back of the 45 million
dollars, is that right?

A, Either through the mechanism of extending the 45 million
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or throucgh potentially other measures.

Q. But from a simple standpoint, that's a one-time event,
the 45 millicn loan is not something that the company has
regularly received?

A No, as structured that was a one-time event.

Q. With respect to the money from the bond fund, if we would
look into the future to determine whether that kind of funding
will be available you would have to assume another bond issuance
at the end of the next year, wouldn't we, to be able to say that
that was a normal source of cash for the company?

A, Well given recent experience with the company, new bond
lssuances are indeed relatively routine for operation.

Q. So the answer would be, you would agree that it would not
be normal unless -- in your view bond issuances on a yearly
basis is something you can expect for PGW?

B, Well hopefully not in long term, but certainly during the
past several years the company has relied on external bond
financing for substantial amount of its capital requirement.

Q. Well we all agree that that is not a good way toc run the
company, is it?

A. That is not a good way to run the company.

Q. Do you know when in fact at this point in the company's
present five-year plan it is anticipating issuing another bond
to fund capital improvements?

A. I'd first ask for a clarification what five-year plan?
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Q. I will strike that part. Do you know when they are
presently planning or anticipating that they will have to issue
another long-term bond?

A. I believe there was some discussion, I don't remember
the source, that there would be another bond potentially, I
believe around 18 months.

0. So 1t would not be until, it would not be another bond
issuance at the end of fiscal year 2002, would there, under the
company's present plan?

A. Mr. Clearfield, I really can'f tell you. That was just a
recollection on my part. I don't really know specifically what
the company's plans are.

0. But if we take out the bond issuance just for the sake of
argument, you take out the City's lecans, you take out the 11
million, this 34 million dollar positive, becomes considerably
negalive number?

A. It would certainly be less.

Q. Now with respect to 12 months after the end of this FY
2001, you did not do any analysis c¢f the level of cash that the
company was projecting at the end of fiscal year 2002, did you?
A. At the time that I prepared my testimony the company did
not have a forecast for 2002.

Q. Would that be no, you did not do that?

A, No, I did not analyze anything. As I stated in my

testimony I thought that the relevant time period for setting
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rates in this proceeding was 12 to 18 months.

Q. I understand your position. But for the sake of
hypothetically maybe the Commission or the Administrative Law
Judge would like to know whether the company will be able to
continue to provide service at the end of 2002. So, you recall
that Mr. Bogdonavage very helpfully did present a schedule
showing the results of your recommendations on cash at the end
of 20027

A, I believe that popped up here in the surrebuttal stage.
I would caution all of the people you are seeking to have look
at that that is extremely speculative. By nature of the time
interval that's involved and by nature of the uncertainty on the
company's ceollections, the uncertainty on the bonding status,
the uncertainty on its bad debt, it's very, very difficult, and
I would suggest very strongly, not appropriate to look that far
out.

I can understand the company’s concerns for the
end of fiscal year and perhaps for several months thereafter.
But our goal here I certainly believe is to sel rates based on
fiscal year 2001.

Q. Mr. Lelash, if we have an analysis that shows that

we are going to be in a serious negative cash position at the
end of fiscal year 2002, don't you believe that that is a
piece of relevant information that the Commission should

consider?

<
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A. Mr. Clearfield, I den't wish to become argumentative

with you. But the company stated that they would be in bankrupt
position cr physical crisis last fall, and we are now present
after an incredible number of very adverse affects and the
company is okay, 1t's stable.

So I am suggesting to you that I think that
locking out as the company has done, 18, 24 months out until the
end of fiscal year 2002, is just not helpful fo the process of
setting rates in this proceeding.

Q. You would agree that the analysis that Mr. Bogdonavage
put in his rebuttal shows under your recommendation the company
would have a negative 32 million dollar cash balance at the end
of fiscal year 2002, which is August 31sk, 2002, right? That he
used the same projection technigue and forecasting methecdology
that he used for fiscal year 2001 test year, hasn't he?

A. Well I was hoping in the brecad sense to avoid. I do not
agree with the forecast that has been projected for 2002.

Q. Is that because of the gas costs?

L. Among other things, but certainly the gas costs, with the
addition of 106 million dollars of additional expenditures.

It's not even a question I believe it to be wrong, it is wrong.
It is not cerrect. And it is not a valid assumption.

Q. You do agree that Mr. Bogdonavage used Mr. White's
projection of gas costs, that Mr. White has used for his

recently filed, cr soon to be filed GCR/1307F claim, don't you?
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A. That was the representation made in discussing the
projectioen.
Q. Well you don't have any reason to dispute that

representation, do you?

A. I haven't seen it. I just don't know.

Q. Well would vyou accept subject to check the same
projections were used in both cases?

A, Well vou implied by your question that it has not heen
filed yet. Has it been filed?

. It's going to be filed con June first. It was prefiled
with the Commissicn. We provided all of those, yess. But
fechnically it gets filed on June first. But there is a 30 day

prefiling involved.

B. I'm aware of that.
. That's why I was
A. It just has not been formally filed. I understand the

company's representations that when it files its GCR filing,
that it will contain the numbers that are reflected in the
company's projections.

Q. They have used the DRI, Standard and Poors DRI forecast
to come up with those numbers, right?

A. It's my understanding that Mr. White predicated it on
what we called DRI numbers, which are the gas forecasts for gas
available into the pipeline in the producing area. That's my

understanding of what underlies the forecasts.
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Q. These are a couple of confirming questions. That DRI
forecast i1s the same forecasting methodology that the company
used in its last DCR, the first DCR that it filed with the PUC,
isn't it?

A. The company has typically forecasted based on the DRI,

and the DRI forecast has tvpically been changed before it has

been finalized.

hlish gas costs. It is the basis

Q
|

ich the company files and fregquently modified for updated

T T Py o AT T

1 + A o na vt
information, as I suggested Lo you would be very necessary now,

of gas costs.

3. Mr. Lelash, I am just trying to confirm or establish on

the record that the DRI forecasting method that Mr. White used

in the present, 1307, is alsc the one which he used in the prior
case?
A, I believe the transcript will show that I already

answered that and said, vyes.

Q. And vyeou testified in the prior case?
A. Yes.
Q. Did you dispute the use of the DRI forecast as the basis

for coming up with the initial gas prices that were used for

that GCR filing,

Al

if you recall?

I have no problem, I have not stated a prcoblem. Indeed I
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believe if you would check the historical records, I believe I
was involved with the company, and I suggested the DRI as a
standard to utilize. But that does nct necessarily mean that
the answer is correct. The DRI itself, the DRI index Mr. White
used, has been reduced downward by the company, by Standard and
Poors, subseguent to his use of it.

It is now considerably lower. Even the forecast
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are wall below it and the strip is well helow it. The

ig, while I appreciate and say that his methodology in deing
this i3 compatibkble with whai has been done in the past, already
since that has been prepared, evidence is very strong that that
overstates gas prices.

0. Your view is we should not be concerned about the cash

flow results that Mr. Rogdonavage showed for the end ¢f fiscal

S

year 2002 because we can't have confidence that that is actually

going to be the company's gas costs during that period, because
it's a forecast it's going to be higher and it's going to be
lower?

A. The company forecasts increased by 106 million dellars.
I am going to suggest to you, willl continue to suggest to you
that that is grossly overstated. So therefore making a
determination to say we are going to end up negative 34 million
in cash is an invalid statement because the underlying

assumption is incorrect.
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Q. Well Mr. Lelash, did you make a cash flow analysis using
the company's original forecast that was put into, that they

submitted on January fifth for this fiscal year 2002 period?

A. No, I relied on the cash flows that were prepared by the
company.
Q. You did not dispute that level of gas costs that was

filed January fifth, when we made our initial filings, did vou?
A, No, T did not,
MR. CLEARFIELD: Your Honor, can I have marksad

for identification a three-page dotument which we have premarked

as PCHW Cross-examination Exhibit Cne.
JUDGE FCORDHAM: Do you want to put Mr. Lelash's

name 1n here?

MR. CLEARFIELD: If you would like, that’s fine.

JUDGE FORDHAM: It wili pe PGW Lelasn Cross—exam
Exhibit One.

(Whereupon, document marked PGW Lelash CE-1 for
identification.)

MR. KEENE: I would like a clarificetion of what
this is and where it came from?

MR. CLEARFIELD: 1 was golng to try to do that
through Mr. Lelash.

JUDGE FORDHAM: Since this has just been given to
counsel.

MR. CLEARFIELD: What we have provided is an
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analysis of Mr. Lelash's revenue requirement recommendations
displayed for the fiscal year 2002, with the original gas cost
projections, original FY 2001 projections that Mr. Bogdonavage
submitffed in his original filing and that were contained in
volume two of his supporting information. That's the first
sheet. The second and third sheet have slight variations in

terms of the assumptions.

some gquestions about, to show our prolections, prolectlons are

made exactly the same way as Mr. Bogdonavage's cash flow

statements that were put in the ocriginal cass and alsc put into
~ 5 R T ~ : . r =, Toem min s T T T T T e,
Iiis rebuttal testimony. As far as I know, I think in response

!

to guestions this morning, Mr. Lelash says he does not take
igssue with in terms of wmethodology. Obviously there are issues
aboul lLhe inputs.

MR, KEENE: Your Honer, I am goling to object. I
think this is completely unfair. We just saw this schedule.
Now they had an opportunity to put this in rebuttal if they
wanted to do it. They also had an opportunity to do rejoinder
this week. They have done it.

For them to come in on the last day of the hearing’
while they are crossing our witness and throw a schedule in
front of him and expect him to answer questions is completely
unfair, It's too late. They had an cpportunity to do this,

They did not.




el

18

!_.I
B

i
(R3]

17

13

19

20

21

22

23

24

25

co
S
L=

MR. CLEARFIELD: Your Honor, this is standarg
cross—-examination. We have a right to confront the witness
based upon -- with respect to statements that he made. I asked
him whether he considered the cash affects of his recommendation-
at the end of fiscal year 2002. He said no, because he was
concerned about the gas costs projections.

This schedule shows what happens if you put the
jas cost projections in., the ones that he never took issue

with. 2And we have 2 right to ask him abhout that and to show

MR. KEENEL: It's not standard to present a new
schiedule this late in the proceeding. We did nob have a chance
to do any discovery on it. I have not even had a chance to look
at it but for a minute. I don't think that is fair. They had
Mr., White do rejoinder about Mr. Lelash's testimony about gas
prices coming down. Mr. Bogdonavage has had an opportunity to
do rejoinder as well to Mr. Lelash's surrebuttal.

So the purpose of this is to cross Mr. Lelash on
his surrebuttal and on his direct testimony. Itf's not an
opportunity for the company to put in additional schedules this
late in the game. It's just not fair, Your Honor.

MR. CLEARFIELD: Your Honor, I asked Mr. Lelash




17
13
19
20
21
22
23
24

25

Co
g%
n

questions about his position about cash flow at the end of 2002
during his cross-examinaticn. He answered he was not concerned
about that. I'm not trying to mischaracterize his testimony,
but for among other reasons that he disputed the accuracy of the-
gas cost precjections that Mr. White put in and Mr. Bogdeonavage
relied on in his rebuttal.

This schedule shows that when vou change the gas

cosks projection and vou go &

I want to ask him whether that's a concern to him
or not. That's perfectly valid cross-examination.

havimng wilh anything Lo do witi
the gquestion as to whether that

MR. CLEARFIELD:

that the other parties want tc take.

the cash fliow method reguires that we examine what the acltual

quess one of the problems we're
ail of thnis, aAugusl 31, 2002, is
is relevant or noi.

I understand that is the 1issue

But our position is that

cash flows are going to be for the company during the period of
time that the rates are going to be in affect. I understand
that is argument. We are going to have to put that in our

brief. If that is the case, i1f we do have to be concerned with

what the company's cash position is gocing to be in this period,

or at least a year out, then this 1s relevant.
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Now if the Commission decides we are not going to
lock at this, we're only going to look at FY 2001, then so be
it. We will show why our rate increase is justified on that
basis. Butf this is to explore that issue.

MR. KEENE: Your Honor, if that's their case they
should have put it in their direct case. In fact, they tried to

do it in their rejoinder testimony and their rebuttal case. We

sperating budge
is all speculation.

MR. CLEARFIELD: Your Honor, that's argument.

MR. KEENE: We can deal wilth Lhat in Lhe bprilefls.

MR. CLEARFIELD: This is . . .

JUDGE FORDHAM: Because this is relating to August
31st, fiscal year ending August 31lst, 2002, alsc because it has
been submitted to the witness, and this is the last day of the
hearing, during his cross-examination, I will not allow any
festimony on this,

BY MR. CLEARFIELD:
Q. Have you made any analysis of the cash affects on the
company at the end of 2002 if you use the original gas costs

projection the company submitted in January, Mr. Lelash?
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Did you submit any analysis of that?
A. No.
Q. So you don't know whether the company will have enocugh
cash or not enough cash to pay its bill at that pericd?
A, That is correct.
MR. CLEARFIELD: Your Honor, I have ancther cross-

examination exhibit which we first premarked as Exhibit One and

now is changed to Exhibit Two. I suppose we should keep it
as.

JUDGE FORDHEAM: Yec,

MR. CLEARFIELD Thiz is several gusstions and
answers that Mr. Lelash provided in his discovery. I would like
tc have it marked as PGW cross-examination Lelash Exhibibt number
TwWG

JUDGE FORDHAM: Shaii be so marked.

(Whereupon, document marked PGW Lelash Exhibit
CE-Z for identification.]
BY MR. CLEARFIELD:
Q. Before T get to that though, let's assume, Mr. Lelash,
for the sake of argument that Mr. Bogdonavage 1s right and gas
cosis are as he projected them and as the company has reflected
them in the GCR, and your recommendation produces a negative 32
million dollar balance at the end of fiscal year 2002. Where
does the company get that money?

A. Where do they get what money?
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c. You agree if they have a negative 32 million dollar
balance thev will have a whole set of obhligations that they will
not be able to pay when they come due in the months following
Augqust 31st, 2002, won't they?

A, Well given your hypcothetical, which I would state I don't
necessarily agree with obviously, there are other sources, such
as funding from the City. There are potentially incremental
sources as I stated., the hond appears to be slated To bhe issued
higher than 100 millicon, which is an assumption in the baseline

case. The company, although there ig a question on it might
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very well do better on itz collac

ial, I believe a 200 million
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They have a subks

-

plus receivable ocutstanding and conceivably the company will do
better than what it anticipates and could realize funds from
liguidating those recelivables inlo receiving casii.

So there are a number of things that could, in
your hypothetical, balance what you claim to be a 32 millicn
dollar deficiency.

Q. Were you aware that Mr. Bogdonavage testified that the
140 million dollars, the additional amouni cannot be used for
capital fund, that the additional amount, between 110 and 140 is
for re-financing of existing obligations or part of existing
obligations?

A, I was not aware c¢f that, but I will take your

representation.
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0. If that's true, and again the record will speak for
itself, that would not be a source of funding for the company

to make up this huge deficit?

A. Tf in fact those funds are encumbered then they would not
bhe available, but that does not speak to as 1 say possibkbility of
generation of additicnal cash from receivables or from funding

from the City.

Q. Let's take each one. FEssentially you have not disputed
the company's claim for accounts receivable or bad debt in the

test year, in fact, you recommended That it be increased, didn't

4. T went from what was, as I understand 1t, about a 95
million dellar bad debt allowance Lo the company':

schedule or revised forecast which had 72.

g, That's an increase?
A. That would be an increase, vyes.
Q. So really what you are saying is that if the company has

additional cash it should go to the City?

A. No, what I am suggesting is since I have made in my 21
million dollar recommendation allowance for 72, the company has
a fairly good shot at beating that. If they beat that they will
free up cash.

Q. But you are not making an adjustment tc an anticipate
that they will beat that, are you, in your testimeny or in the

adjustments that you made in the case? In fact, you suggested
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that it would be higher than what the company, even what the
company

A, Well what the company filed, ncot what the company was
currently projecting. My understanding is that Mr. XKnudsen has
brought to the record good news relative to collections. My
understanding is that, this was represented te me, I don't vouch
it, but I think statements have been made previcusly that the

company is now collecting at better than anticipated levels.

Q. That wasn't the testimony, Mr. Lelash. The testimony was
that with the assumptions of bad debt expense that fhev already
made their collection projections were hitting target. Does

that change your view?

A You're saying, assuming & 72 million dollar writeoff?

g. Tes.

A, Having taken that off the table, i1f you will

0. It's hitting the target on that basis?

A, Right.

Q. That's not cause for celebration, is it?

A. Well it's my understanding that the company asserts that

its billing systems are back on line. I know that remedial
action is being taken in the Call Center. There is an attempt
to improve the procedures that are used there, and one would
hope with those factors in place that there may be improvement.
Q. Well let's try to put this in perspective, Mr. Lelash.

If in fact the company is right, and it needs 35 to 40 million
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dollars positive at the end of the fiscal year, take fiscal year
2001, and they are at zero, or they are at a negative point,
point in terms of cash at the end cof the fiscal year, and as we
talked about that if we remove the non-normal items, it would
have a negative balance at the end ¢f this fiscal year, fiscal
year, 2001.

That's & substantial chunk of dollars, that's 30
to 40 million dollars that they would have to obtain somewhere,
if your proposed rafte increase is alliowed. 1Isn't the only real

source that they will have for that he the City or major source

Q. I know you always enjoy my hypotheticals.

A, I certainly like to remind everybody Chal we are in tne
middle of this hypothetical. You are asking to guantify in a
time period out in the future.

Q. No, I'm taking it back to the end of fiscal year 2001.
If in fact we are right, those dollars will be negative, 1if you
took them on a normalized basis and the company needed to get a
substantial amount of dollars, on a positive basis, the majority
of those dollars would have to come from the City if they
couldn't come from rates?

A. I disagree.What you are selectively doing in your

hypothetical is assuming bad news, which 1s understandable
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in a rate proceeding. But there are other factors. If you have
a free form hypothetical here, let's assume that the company's
bad debts went back to its historical levels.

O. How much could that produce?

A. I have not done a calculation, but my guess i1s perhaps
20, 25 million dollars.

Q. If our cash needs is represented by the difference
between our claim and vour recommendations, 65 versus 21, then
we're talking about close tn 45 million dollars that we would

the targets in the financial goals that we sel
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company and my 21, iiv
curvent fiscal year at all.
Q. On an ongoing basis thougl

A. That was not your question. You had said to me that the
hypothetical was talking about using gas cost rates, and what
the affect would be at the end of the current fiscal year. Now
are we back to talking about fiscal year 2002 again? I thought

your hypothetical was predicated on what would happen in fiscal

year 2001.
Q. Well we can do it either way.
A. I am asking you to tell me which way we are doing it

because you seem to be jumping back and forth.

Q. Well let's use fiscal year 2601, and let's take out all
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the non-normal items, so that the company is in a significant
negative position at the end of fiscal year 2001, if you remove
the City loan, and assume that that will have to be paid back,
is not available, remove the capital fund because that is not
going toc be available on an ongeing basis, and you make an
adjustment for 10 to 15 million dollars for gas costs that would
be deferred intoc the future pericd.

So if they have that kind of nedgative balance,
using a normalized kind of hvpothetical analvsis of cash flow,

They have a sigqnificant hole, 17 they only recaive 21,85 million

dnllare DRrarn't +hav r‘fnihg A ave to lonk to the ownar, jen't

Llars., sSren’ T Thay Jgolin o n = Lo 100K Lo The owWnar 1sn' T
r h - 9 - -

the cwner the only entity that will be able te come up with that

kind of monew b eyt Flmem fam o e m A e b e Llhmd e 217 =0
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assumplions, whal ii's, Lo Lbe exisling fourecasl of [iscal year
2001, Youire making hypothetical assumptions that a series of
bad events will happen. I could sit and give you an equally
cptimistic or a flip side of thalt by making a number of
hypotheticals that would be favorable.

What I am suggestit T[o you, 1is that I have not done
that analysis, and I will have to tell you I don't necessarily
believe that you have done any analysis to make the hypethetical
assumptions that you are giving. And I would, therefore,
suggest that this is a futile exercise. This is akin to saying

what if the Federal Government gave the City of Philadelphia a
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100 million grant tc PGNW.

Q. Is that available?

A. I don't know, but it's as egually likely as a lot af the
hypotheticals that you're making.

Q. Mr. Lelash, let's try it this way. BAll I am trving to
establish, vou in vour testimony, testified already, that the
Commission, that is the PUC, should not allow cash flow and
working capital to be the basis for any rate relief. Do you

remember tTestifving to that?

A Yes

0. Tf vou look at your PEW Cregs-examinztion, Lelash Exhihkhit
Thrrm TF et T And =+ mivmlhar ocmtrar onAd edishd ot o mAartF o e G-
v ) ~b YUuw LU0 Gw Dol ooV daale Slgail Laddde Gl wWiilUdiasaie dLaa
1 -~ o T o o~ = T el ol o B e P S — P N | e v imas T~ 1
Liaclc, yOourl ALSweYl oo LthneeiIidaccoililcsd vihac we plsel O yOuy, £00n

working capital wiii be provided i{rom funds from operabions,

third-party loans and loans of eguity provided by the City of

Philadelphia.” Do you see that?
A. Yes.
0. Am I understanding that you believe to the extent that

the company has a cash working capital deficiency caused by vour
recommendation, in other words, they don't have enough cash to
pay their bills when they come due, that you believe the City at
least in part, should provide that cash, either through a grant
back of the 18 millien dellars or a loan or some other fashion?

Is that fair to say?
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A Well you have two premises, one that I believe that the
working capital for fiscal year 2001 is insufficient, which I do
not. Bot yes, if unforeseen events come up I am suggesting that
one of the ceonsiderations that the PUC should make would be the
potential of the City back steopping of the operations, yes.
C. The City should provide assistance and not get -- so that
the Commission would not have to raise rates Lo produce the cash
That's what you're saving,

working capital, is that right?

isn't it?

A Neo .
) [0)=274
o Qizzy,

- - - Lo |~ 1
A Becausz chvigusly T have reccemmended teo the PUC Lthat it
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rates does uol wacrant addillioagal rate Lncceases Lo Lhe rale
payvers, bul the PUC should look to funding from several scurces,
one ot which would certainly be the City, that's correct.
Q. Just to clarify, you mentioned third-party loans. I
think you already mentioned that the commercial paper line of
credit is maxed oult, correct?

A. Well the company has certainly represented that right now
it was maxed out at abcut 97 million. As I understand it, the
issue on renewal is unclear at this time.

Q. If we were to determine the cash working capital needs of

PGW, the way in which investor owned utilities cash working
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capital needs are determined would
some other estimation method to do
A. Lead lag is cone. There are

estimating.

0. Is that one-eighth method?

A. Well one-eichth is not really used any more.

sheet method is used, and lead lag

o]
w
h

you use a lead lag study or
that?

a variety of ways of

The balance

is used. are a variety

of ways that working capital are calculated for an investor

owned. I would just so thta there

record,

Q If we could, the cone-esighth
P e Rl T L L T T e e e s Pk e et e
L L,U.lll..}..l].\j u!__/ (4 Sy Sy [ ¥ ¥ (J.b/b/.l. [P, NN X a N By NN )

A. No, the lead lag meliiod, Lo

not utilized,

is no confusion on the

rate payers are asked ta pay a refurn on the warking

the working capital.
method 1s sort cf a2 fast way
~F A A o lra vt e A
AL Ll (WY & e P K/ L n..n.u\_{ La(J-hJ.L [y &
..... - ———— P iy Ll - 4
you adiee WiLn ciiacd

wy kinowledge is essenlially

Q. Lead lag, i{'m sorry, did [ say lead lag?

A. I think you sald formula method.

Q. And you answered by lead lag. You meant the one-eighth
method?

A. The one-eighth method is generally not -- I have not

researched it recently,

but the last time

I did I would say

it has pretty much been discredited.

Q. But it has been used by the

PUC in gas rate proceedings,

would you accept that subject to check?
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He has

MR. KEENE: Objection, Your Honor.

already said that this is not utilized. This is well bevond the
scope of his direct, his direct and surrebuttal testimony.

MR. CLEARFIELD: No, 1it's not, Your Honor, we are
trying -- he is indicating that the company has a cash working
capital need beyond his recommendations, they should get it from
some other socurce. 'm trving to determine what the sizzs of the
cash working capital amount might be for this kind of company,

I was asking him duestions in

i1f we look to some other source.

a way nf Lrying to identify fthat. He dnes nnf have o agree

that the ocne-gcighth methad is the 1»1:;1*1*‘ mathnd +n 1198 Ttt'e
Lha Che One—o14antn mertnod 15 The ¥»ignhtT metnhnd Lo uso., 1t g
= .
just cne method to meke an agproximaticn
. A7 4 [N (P I,
MR. KEENE If he does nct baslieve that it's the
———— Y PO E . | [ e T v alm oww - 1 Te. = wen w2 [P IR Y . T e 1 o LA PR
Tigno mecinod el Whny ads il JuesTtlions apnduc 1C. LC' 3 Jusc nod

JUDGE FORDHAM: There are three methods thal have
been identified, would yocu accept hils proposal from any one ot
the three methods?

MR. CLEBRRFIELD: I certainly would. But the
problem is none of us will be able to -- I den't believe you can
estimate sitting here the amount of cash working capital that
PGW would need on any method other than the one-eighth method.

Could we, Mr. Lelash?

THE WITNESS: I don't think you could do it on

any of the methods.
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BY MR. CLEARFIELD:

Q. Well the one-eighth method takes the total non-cash

operating and maintenance expenses and determines as a

percentage, in essence, one-twelfth of those.

n, Which is one of the primary reasons why T don't use that.
Q. But if you use that . . .
Your Honor, the company

MR. KEENLE: Cbijection,

ding. I

T

does not use it. We're not using it in this proce

don't bhelieve this is a proper line of cross-examinablon.

MR, CILEARRTET.O: Your Honor, T have a richt to

racommendztinng He gaid the rmagh

tiAv i mar marmaitbEal chAarlT A o mAatmns A o Althar oo ae meat FyrAam et a
WA e e ad \'\-‘-r‘_‘_\—‘—l-‘- o bt e e W LS N T e e A AR R T e T L e e St bbb e
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Lrom olher sources.

JULIGE FURDRAM:

MR. CLEARFIELD:

JUDGE FORDHAM:

{Whereupon,
change paper.)

JUDGE FORDHAM:
Mr.

Clearfield.

BY MR. CLEARFIELD:

Q. Let's continue with this discussion,

have considerable experience in the utility industry,

LT we cannot make a determination.
Let me try it this way.

Let's take a five-minute break.

break taken for court reporter to

We're back on the record.

try it this way. You

don't you?




17

18

19

20

21

22

23

24

25

0
L
w0

A. Yes.
Q. You have examined hundreds of companies, their cash

working capital requirements; haven't you?

A. I have locked at cash working capital for a number -- 1
have not done that frequently in the last let's gay five years.
g. But based on your preesxisting experience, approximately

how much cash in the bank at any one time would you expect or

pelieve a company that has 800 million dollars in revenues would
neead?
B T think the easiesi way, and T don'i want to Trustrate

/ou in your line, I would suggesht that the company initially set

working capital. 8o that obviously, which is the company's
opinicn, as to a reasconable amcunt for working capiltal
requirements.

Q. Let's just take it a step forward. AU this point that is
maxed out and the company has indicated its need for additicnal
rate increase to obtain additional working capital. So if we
weren't going to get it through rates, we wculd have to obtain
another 100 million dollars from some source to replace what we
would get from rates; isn't that fair?

A, No, there are a couple of premises to your gquestion, but
I think at this time when you have exceedingly or you certainly
had exceedingly high wholesale natural gas prices there would be

an expectation that the company's working capital regquirements
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-- this is really almost the worst conditions that vou could
imagine. As we back off of those very high wholesale prices I
believe that the company's working capital would come down and
the company would free up some excess, not excess, but will free
up some additiconal incremental cash.,

Q. But isn't it your poesition that we have to loock at fiscal
year 2001, the circumstances that are existing in that fiscal
year to delermine the company's financial conditions and 1its
revenue regquirements?

A. T am suggesting to you that hopefully, for example, this
summer there will be additicnal cash made available from
cellections. I know the company right now given the conditicns
is cutting back on expenditure levels., There are additional
ways. I am not denying Lo you, I have said that I believe the
Ciky should step forward and during what I consider tc be a
transitional period, should step in, and backstop the company to
a degree.

Q. Well how much would that be? I'm not trying to ask you
to pinpoint exactly where the other dollars would come. But
accounting for these other sources that you mentioned, how much
would the City have to contribute if the ceompany is not going to‘
obtain its cash working capital from rates? Can you give me an
approximation, please?

A, It's extremely difficult to tell. By virtue of the fact,

you're suggesting to me that the company has done a projection,
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and has a proijection with a positive 34 million. You are now
suggesting in a hypothetical that it's zero.

C. Well I am saying that Mr. Bogdonavage testified that it's
zero, if you would remove non-normal sources of cash.

A, There are, and I am not trying to be facetious, there

are probably 100 different elements that one would look at to
determine how cash flow may play out between now and the fiscal
year. Yes, there are bad events that can happen and yes, there
are some faveorable events that can happen.

So for you to ask me, well quantify this thing,
look there is no way to gquantify, there are pluses and minuses.
That's why we use the test year concept.

Q. Well let's do it this way, let's pull back a second and
try it one wore way. That is without going into the specifics
of the lLest year, if lLhe company was albtempling to identify cash
working capital from a -- strike that. You have already said
100 million dollars would be roughly the amount of cash working
capital that you thought the company would need. You are not
identifying the sources, Jjust 100 million dollars that would
produce enough cash so that it would not have to ask rate payers
to pay additional rates, to produce the cash working capital,

Is that fair?

A. No. TIt's a long gquestion, too. What I said was that was
the company's measurements of what it believes, I am assuming,

extrapolating that if they had 100 million line, that probably
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was their assumption of the requirement.
Q. Well the problem I have with that, Mr. Lelash, that you
raised it, so I thought you said that that was reascnable.
A. No.

MR . KEENE: Your Honor, that's not what he said.
He said that the company's short-term line of c¢redit was 100
million dellars. I don't how many ways Mr. Lelash can say that
he can't quantify thls need for cash working capital. It seems
to be gcing nowhere.

JUDGE FORDHAM: Well the original questicn was how
much would PGW need, that was the eight million -- how much did
you

MR. CLEARFIELD: In terms of the contribution of
cash working capital how much would the company --

JUDGE FQRDHAM: You mentioned eight

MR. CLEARFIELD: For an 800 million dollar
company .

JUDGE FORDHAM: For an 800 million dollar company.
And Mr. Lelash said that he believed that, he laughed first —--

MR. CLEARFIELD: BHe does it a lot cn my questions.

JUDGE FORDHAM: And then he said he believed that
the company thought they needed 100 million dollars. And that
was what he is basing his answers on.

MR. CLEARFIELD: Mr. Lelash, Do you accept that

characterization®?
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THE WITNESS: Yes.
BY MR. CLEARFIELD:
Q. And would you alsc agree that your testimony is that if
in fact that was going to be the way the company would produce
its cash working capital, some portiocn would have to come from
the City, in the present circumstances?
A. Yes. I don't want to become argumentative. Obviocusly I
have not done a study to tell you what the deficiency is. But
if there is a deficiency it is my testimony that the City be
looked tc as one of the alternatives that PGW would have to
close the gap.
Q. You heard Ms. Davis' testimony this merning, were you
here for that?
Al Yes.
Q. She testified that the City does not have a substantial

sum of money to contribute to PGW unless it reduces its other

programs. Is that a fair characterization?

A. There is no guestion

0. I mean, that's what she said.

A. She said that the City would not have the resources to

provide stop gap fund. That is her testimony.

Q. You are noit disagreeing that, in fact, if the Commission
were to accept your testimony it would be requiring the City to
make these choices about which programs to fund, to choose

between schocls, for example, or stadiums and PGW?
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MR. KEENE: Okjection, Your Honor. If the
Commission accepts Mr. Lelash's testimony then they don't
need tc go to the City.

MR. CLEARFIELD: Yes, they do, because they will
be in very big frouble if they get 21.5

MR. KEENE: The company's forecast, not
Mr. Lelash's forecast.

MR. CLEARFIELD: There is no focrecast on
the planet that would allcw this company to survive under
Mr. Lelash's

MR. KEENE: That's not a proper question, Your
Heoner.
BY MR. CLEARFIELD:
Q. The point that I was making, if in fact the cash working
capital came from the City, and the City if we accept Ms. Davis'
testimony that some other program would have t¢ be reduced, you
are testifying that that doesn't trouble you, that it's
perfectly acceptable for the City to have to make those kind of
choices because of its obligations under the management
agreement of other places? Would that be fair?
A. We're going afield but just to state my cpinicn, because
you asked 1t, in a 2.8 billion dollar budget company, I am
confident, excuse me, the City, I am confident, could find 18
million dollars. There are contingencies funds within the

budget. We're talking such a very small percentage of it.
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So I appreciate, and I am not in any way
suggesting that Ms. Davis is not giving her view of the
situation, that is that the finances for the City are tight.

But obviously the finances for PGW are potentially tighter.

So I believe that the City not only should, but
probably could come up with the 18 million -- if it is required.
And I am not saying that it's necessarily going to be regquired.
You are saying it is. I am not sure of that fact.

c. Would you turn to your answer to reguest number 27 in the
packet. I was focusing on the answer to B. Now your 21.5
million dollars was calculated to allow Lhe company absolute
minimum coverages allowed under its deblt service coverage
covered, isn't that right?

A, Yes, that's what we are discussing.

Q. In this answer you indicate thcocugh that the coverages of
up to two times would be reascnable, assuming that I guess the
funds would come from other sources to make up the two times.

Is that a fair characterization of your answer?

A. No. I think the question is quite generic in nature.
It's suggesting what would be reascnable. 1 suggested the zone
-- I was surprised actually, I was doing subseguent reading and
I believe the PGC had set at the level of 1.6 to 1.9. But
certainly something in excess of 1.5 would be reasonable. And
the only thing I am saying there you have to put that reasonable

range into a context of what overall rates are.
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Obviously I said numerous times, right now overall
rates are very high. And so I believe that a regulator would go
to the bottom end of the acceptable range during this transitiocn
period. If gas costs were down 200 million dollars from what
they are today I suspect that reasonable rates could go higher
up in the range.
Q. But if we lock at this two point times, two times, as a
reasonable range, PGW
A. That's not my testimony. What I am telling you, it is a
range, given circumstances, but given the current circumstances,
it has to be at the low end of that range.
Q. Well the low end was 1.75 times, you said range of 1.75
times to two times, alsc would be reascnable. Didn't you say
that in your Answer to Interrogatories?
A. It would be reasonable as a generic answer. In the
current circumstances I'm suggesting, and I have very clearly
stated my testimony, the coveradge should be at a minimal level.
Q. Mr, Lelash, we asked you what would a range of -- what
would a contingency factor in with debt service coverages be for
PGW. That's what the questicn was, and you said 1.75 two times
would be reasonable. Do you see that answer?
A. Yes.

MR. KEENE: Also would be reasonable.
BY MR. CLEARFIELD:

Q. Doesn't that mean that you believe that coverage level of
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two times, assuming produced from all sources of fund, which I
presume you mean, you mean including the 18 million dellars,
would be a reasonable level of coverage fcr the company to
achieve as a result of this rate increase?

A. I find it hard to believe that you are trying to use this
when I am telling you and clarifying what I said. So let's
really make it so we won't have any misunderstanding. I will
withdraw this answer, and let me give you a new answer, which I
think is the same answer. BRBubt let me give 1t to vou. A range
that is suggested here is within a reasonable range for the
company to earn,

In the current circumstances, as was very clearly
pointed out in my testimony, I stated that the PUC should set
rates to the minimum level of coverage because of the
circumstances that are extant right now.

Q. And that would be

A. So now this range is not applicable. Five, ten years
from now, gas costs down a couple hundred million dollars,
further up in the range. That is my answer. I don't wanl you
to mischaracterize that, and I don't want you to refer back to
that. That is my answer.

Q. Forgive me, Mr. Lelash. I was Jjust going by what you
said in your interrogatories.

A. I don't think what I just said is in conflict with what

ia stated here. But I certainly have given a clarification now.
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Q. It's your testimony.
A, Which you don't like
C. . . .that in this context or in this environment the

company should receive no contingency or cushion over and above
the absolufe minimum coverages that it needs Lo meet its bond
ccverages, for the reasons that you state?

Al For the next 12 to 18 months, that's correct. That is
what I am stating,

Q. In fact, if we go forward over the next 12 months, the
numbers that vou provided in vour testimony for the Commission,
are fully normalized numbers? In other words, the sales are all
based on normal weather, right?

A. It is my understanding, ves, they are. I am not sure

whether you used the 4600 or the 450. But basically, ves.

0. The 45, 55 was used.

A, Okay.

Q. But it's a normal level of sales, normalized level of
sales?

A, That's my understanding.

Q. And if in fact in the next year, when the rates are in

effect the company experiences a considerably warmer than normal
winter it's going to receive less income than it would receive
under normal circumstances; isn't that right?

A. Less or more depending on the weather.

Q. I just said if it's warmer they would receive yes?
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A. And I would say to you if it was colder, they would
recelve more.

. That's fine. I should have expected you fto add that. If
it is warmer and they do receive less revenue and less income,
they will not make the coverages that you indicated, all othe
things being equal?

A, Well I think that's an unfair assumption to take one

element and say 1f they don't fulfill this, they wouldn't do 1it.

Q. I said all other things being egual.
A, I think that's an unrealistic assumption,
Q. Well I get to make the assumptions, Mr. Lelash. This 1is a

hypothetical. Hypothetically all other things being egual, it's
five percent warmer than normal, you have given them absciutely
neo contingency, no cushion, it's five percent warmer than normal

next year, they're going to default on their bonds, aren't they?

A, No.

Q. All other things being equal.

AL No.

Q. How would that be? There wouldn't be a technical delault

on their bonds?

A. I mean we're talking about how many angels can be on the
head of a pin.

Q. That's my next question.

A. Let me just state it this way. If they fail to

make their coverages, tThey won't make their coverages.
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But I don't think that's a likely event.

Q. Qkay. 1If in fact you set the rates, saying there was a
contingency of say two times, in fact, vyou set the revenue
requirements that they would achieve at two times coverage, it
would be much less likely that 1f they had a normal than warmer
winter they would be at risk of technically defaulting on theilr
dekt service coverage, wouldn't you agree with that?

A. Warmer weather and a host of other things would hurt the
coverage tests and would cbviously put the company, would make
it more difficult to do it. But since we're harping on this
thing, I will alsc mention the tightness of the coverage test
was modified by the company itself and made easier.

And had the company not done the two classes of
debt and changed the covenant provision, they would have had far
more latitude when they made coverage. And this is something
that the company did. So obvicusly it wasn't terribly concerned
about contingencies, when it changed the formulas. Had it been

concerned about contingencies, fthey wouldn't have changed.

Q. Are you referring to the 1228 bond ordinance?
A. Yes.
Q. The last time I checked PGW doesn't pass ordinances, only

the City does. So the company didn't change the coverage, did
it?
A. Are you suggesting that PGW had no input into the

process?
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Q. Mr. Lelash, it's a bond ordinance passed by City
Council.
A. Well under your clarification, I will change, the City

apparently did not think that the company needed contingencies.
g. What you are referring to is the fact that Mr. Knudsen
discussed in his rebuttal that in 1998 the coverage tests for
bonds that are issued from 1998 forward in a sense only had to
be one times coverage to greatly simplify it, whereas the bonds
that were issued pricr to 1998 had to have a full 1.5 times
coverage to satisfy the bond covenant; is that right?

A, I believe the essence of it was that in calculating the
new coverage tests for the new issues of one percent could be
assumed on the old bonds, thereby, in making the 1.5 on the new
bonds easier to obtain.

Q. So when vou referred to the coverages that were set by
the PGC, 1in past years pricr to 1998, they were set on the
stricter coverage tests, the tests that was a true 1.5 times

coverage, weren't they?

A. Yes, and apparently the City decided that was
unnecessary.
Q. But the point that I am making, you can't compare the

standard that the PGC set at 1.7 I think you mentioned and 1.9,
prior to 1998, with the current standard because they have
significantly changed the coverage calculations, correct?

A. I honestly don't -- I just recall reading that 1.6 to 1.9
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statement. I don't know the time frame. It might have been
before or might have been after.

Q. Do you remember Mr., Knudsen's testimony that prior fto the
change in 1998 when the bond covenant, debt service covenants
were calculated because they were a full 1.5 times, that in fact
produced enough cash working capital ordinarily for the company,

so that it didn't need to ask for additiconal allowances of cash

working ¢apital. Do you remember that testimony?

N Yos. By fulfilling the old standard, cuphemistically
g ~ ¥

calling it that, the company had a far better chance Lo

accunulate retained earnings 1 believe that Mr. Rnudsen said
that 20 million dollars was a gquantification of what has been
ieflr on the table because of that change.

Q. Now
. We were talking about the need for contingency. I would
say that not very long ago apparently the City decided that it
really didn't need a lot of contingency, kecause they

liberalized the coverage test. That's all I'm saying.

Q. I understand what you're saying.
A. Okay.
Q. Now that produces a need to find cash working capital

from other sources, in order to meet its debt service?
AL Well I refer to that as retroactive rate making. 1 know
you don't.

Q. You mentioned affordability a couple of times, page four
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of your testimeny of your surrebuttal you indicate that you
believe that rate payers can only afford to pay the lowest
possible base rate at this point?

A. Yes.

Q. In answer to request four of our interrogatories, we
asked you the basis for your view that customers could not
afford to bear any more rate increases. Am I right that you're

referring there to the transcript from the Public Input

Hearings?
A. Yes.
Q. You also mentioned bad debt, uncollectable. Beyond those

items that you list then I take it that you have not referenced
or don't know cf any study that compares PGW's rate levels
versus the change in the cost of living in Philadelphia or any
other comparable comparison over time?

A. My basis, if you are suggesting now aside from this
evidence that I gquoted, 1is there indications of PGW's rates
relative to others. I would just suggest that in other
jurisdictions where I operate, the commissions have not provided
the gas companies with full recovery c¢f gas price. Because of
Lhe unprecedented nature of the increase this year, there have
been a number of uctllities that have been rorced Tto hold their

gas cost level lower than would be otherwise indicated.

—

The basic reason for that, will parenthetically

say, their increases would have been a lot less than what PGW
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has actually taken. The PUCs or regulatory boards cor commissions
in those instances have held back under a determination that the
rates at those levels were unreasonable to collect.

Q. But that doesn't have anything to do with any study

about the ability of present customers to pay the present rates?

A, Let me just say
Q. For example
A. Well let me just tell you how I extrapolate. I believe

that the demographics in Philadelphia would indicate generally
speaking, a lower ability to pay than in most other areas. What
I'm suggesting that in most other areas that I'm familiar with,
the commissions held back increases of gas cests on the basis

that they would not represent reasonable rates to the rate

payers.

Q. They deferred them?

A. They deferred them, vyes.

Q. You have not done any studies to determine what portion

of an average family's disposable income is the PGW bill over
time, have you?

A. I have not done such a study.

Q. Did you review the engineering reports ccmparison of a
typical winter bill for various Pennsylvania utilities?

A. I was not aware that they had a study, a contempcorary

study, so

MR. KEENE: If we could have a minute, Your Honor.
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MR. CLEARFIELD: If you have not reviewed it, then
we don't need to have the discussions.

THE WITNESS: Well I guestion whether the
engineering study had anything that measures the impact of the
rates after the large GCR increase. I just was asking for

clarification, did that engineering report do its study in that

environment?

MR. CLEARFIELD: Yes. What you are loocking at, is
it B-327

THE WITNESS: I have B-32 in front of me.

MR. KEENE: Yes, 1t is. B-32 of the Black and

Veatch study, Your Honor.

BY MR. CLEARFIELD:

Q. As Mr. Sullivan testified vesterday, that was performed
at the time after the GCR increase had gone into affect, all of
the GRC increases had gone into effect, did not include the 65

million dollars case rate increase, it does include the interim

rate.
A, Does it say that?

MR. KEENE: I don't recall that.

JUDGE FORDHAM: Give me one minute.

MR. CLEARFIELD: It includes all of theose numbers,
that was the testimony, if we have to -- we can submit an

affidavit to that effect.

THE WITNESS: As I say, unforfunately the document
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that you referenced me to does nct have a time interval.

MR. CLEARFIELD: I understand.
BY MR. CLEARFIELD:
Q. Would vyou accept, subject to check, on the assumption
that that includes all of those increases that I have Jjust
indicated, including the interim, it would indicate that PGW's
rates are relatively competitive or compare favorably with the
rates of the other companies in the surrounding service
territories, doesn't it?
A. Well T would suggest to you that that is not a definitive
answer to the gquestion I think you are seeking, because I don't
the democgraphics of the rate payers in Philadelphia weculd be
comparable to the demographics for those people being served by
these companies.
Q. That's a fair point. In fact, at least that's one factor
that you would consider, the comparability of the rates?
A, Yes. Obviously, vyes.
Q. You know that PGW has the largest CAP or CRP program of
any gas utility in Pennsylvania, 60,000 participants? Would you
accept that subject to check?
A. Columbia has a very large program as well on a per capita
basis. You're asking me, I wasn't trying to play coy with you,
and say no. I believe that on a pre capita penetration basis,
Columbia's, which I think is slated to go up tc 30,000, may be

comparable.
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But PGW certainly has one of the broadest
participation in the CAP program.
Q. And examining that comparisen again, are you aware that
Mr. XKnudsen presented a schedule that showed that at the end of
this base rate case, assuming that the GCR that PCW would be
filing would be put intec affect, just at that level that in fact
residential customers would realize a 2.8 percent reduction in
their bill, even if the full rate increase was allowed?
A. I understand Mr. Knudsen made statements to that affect.
Q. Does that impact your view of the affordability of rates

ceming out of this proceeding?

A, Yes.

Q. For rate of customers?

A. It's like the stock market, it's a relative thing.
Q. I have just one other line, that has to do with your

statements about prior rate making methodology. If you look at
gquestion three or answer to question three in the package of the
Cross—-examination, Exhibit Two, Mr. Lelash, we asked you if you
would agree that the pricor rate making methodology used by the
PGC was set forth in Section Seven of the Management Agreement.
Do you see that in "A"?

A. Yes.

. Your answer was "It is Mr. Lelash's understanding that
the PGC did not establish long-term revenue requirements for

PGW, but rather established annual operating budget. "
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Do you see that?
A, Yes.
Q. Do yvou have the exhibit that Mr. Bogdonavage put in that
inciuded the '82 and '83 rate proceedings, orders of the PGC?
A No.

MR. CLEARFIFELD: Exhibit JRB Rejoinder Two,
Your Honox. 1 have a copy. Do you have a copy for him?
BY MR. CLEARFIELD:
Q. Mr. Lelash, you were not here on Tuesday. With Your
Honor's permission, the first several tabs are the three
documents that make up the 1982 rate proceeding, rate order by
the PGC. The last tab is the document that reflects the 1983
rate proceedings for the PGC. Mr. Bogdonavage testified to that

on a Tuesday.

A, Okay.

Q. Do you understand that?

A. I am with you so far.

Q. If you don't mind, go to the first tab, the document that

is marked opinion and order. It says filing date June 19, 1981,

A. Yes, I have that.

Q. Turn tc page five.

A. Yes.

Q. You see the first paragraph there under discussion. Do

you want to read that, you can read it to yourself, then I can

ask you a guestion. Whichever way you would like to do it.
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A. Yes, I have read it.

Q. Doesn't that indicate, doesn't that say in this rate
proceeding that PGC was bound in the first instance by the

PFMC Agreement in setting rates?

A, Yes, that's what it says.

Q. Would you accept, subject to check, that there is a
similar statement in the 1983 rate order that is attached here?
A. I would accept that.

Q. So in fact you were wrong when you salid that the PGC did
not use Section Seven of the Management Agreement to set rates
for PGW in the past?

A. No, I'm really not wrong.

Q. Well we just demonstrated that they said in their order
that they did use it.

A, May I explain? 1It's a very simple explanation, you would
consider it a technicality, but the PGC in utilizing the
Management Agreement fundamentally uses it to set a budget.

That budget then is utilized on a secondary basis to set revenue
priority, historically has.

And what I am suggesting to you that it is a
two-step process. To set the budget, yes, that's what it is
used for. It's really strictly speaking in my opinion, 1is
really not a blueprint for rate setting per se. It's a budget
document.

C. Mr. Lelash, once they set the budget in cases or years in
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which the company has asked for a rate increase, and they use
the same process to set the rate, don't they?

A, No, I don't believe they have.

Q. Turn to the order on the last tab, Mr. Lelash, page siX,

that would be the '83 rate proceeding.

A. Right.

Q. Page six, do you have that?

A, Yes.

Q. I'm going tec read this one, because I'm having trcuble

understanding your testimony. This is the '83 rate proceeding,
PGC decision. It says "Section Seven, Paragraph One of the
Agreement, " that's the Management Agreement, "reduires inter
alia that the Commission fix and regulate rates and charges for
supplying gas to customers which will in each fiscal year
produce revenues at a minimum." Then it lists four different
things. Do you see that?

A, Right.

Q. Doesn't that indicate that they are required fto use
Section Seven of the Management Agreement to set rates for PGW?
A. No. Because it's very clear that if you were to look at
Lhe budgets and the analysis that was done by the PGC, over
let's say, the last three or four years, it's very clear that
the company had working capital requirements far in excess of
the level of rates that were set by the company.

Q. You're talking about -- I'm sorry.
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A Sc it is obviocusly clear that in doing its rate setting

process for at least three or four of the last years the PGC did

not set rates predicated on reasonable working capital for the

company. Now that's a little bit more current than the 1980's.
And I am saying to you i1f that was true and

absolute, how in the world could PGC, have set rates teo allow

the company to fall into the financial crisis that it is in now,

and has been a slow process, it has been a continuing process.
The answer is, the PGC was not setting rates based

on the requirements of the management agreement. The second step

-— they set a budget on what they felt was appropriate, but in

setiing rates, they clearly were not fulfilling the management

agreement.

Q. I'm totally confused. Are you speaking of the last three

or fTour years prior to the jurisdiction being transferred?

A. Yes.

Q. When was the last base rate increase for PGW, before the

PGC, 1if you know?

A. It was in 1992.

Q. So in fact what you're saying that the PGC did not grant

a rate increase to PGW in the last four years, because PGW did

not asking for a rate increase; 1isn't that right?

Al The PGC is supposed to set rates according to the

agreement. I'm saying in the past feour to five years they

obviously did not follow the letter of the grant. And
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it's irrelevant to me whether the company filed a base rate
increase. They are overseeing and setting rates, year in and
year out, that is their responsibility.

What I'm saving, clearly they did not factor in
provision of management agreement in judging whether the rates
should be changed or neit. They left them the way they were.

Q. Do you know in the Management Agreement or any other
document, PGC even has authority to revise PGW rates upwards

if the company hasn't asked for a rate increase?

A. I have never see a prohibkition on a regulatory authority
which would not allow them on their own metion to open an

Q. You don't know of any provision that would

A. All I'm saying is I have testified and worked before
many, many jurisdictions, I have never seen a jurisdiction that
doesn't have the authcority. But you can represent it doesn't.
Q. I think I understand your position, but let's go back to
instances where PGW asked for a rate increase, which is what I
thought we were all talking about. Would you agree in every
instance in which PGW asked for a rate increase, the PGC
indicated that it was bound by Section Seven c¢f the Management
Agreement to set rates that covered all of the items that are
listed on page six of the '83 rate order?

4. The document speaks for itself. I wasn't around

Q. Is that a yes?

A. Since they said they did, I assume they do.
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Q. One of those items is a reasonable amount of cash working
capital, isn't that right?

A. One of the provisions is a reasonable amount of working
capital, correct.

Q. Every case in which PGC set rates for the company, it had
to determine a reasonable amount of cash working capital for
PGW, correct?

A. You are representing that it had to. Whether they did or
didn't is the issue. I'm sure they did.

Q. Were you aware that Mr. Bogdonavage testified that at
least three of the cases of the eight cases in the last, I guess
since the mid 70's were specifically cash working capital cases,

driven by the company's need for additional cash?

A, If he said that, he said that.

Q. Were you aware of that before you submitted your
testimony?

A, I have no person knowledge of it.

Q. So you were not aware of that when you submitted your
testimony?

A, No.

Q. One other case, is the '83 case, which 1is the second

tab. I think you said you weren't around at that time?
A, Well I was around.
Q. You testified in that case, didn't you?

A. In which case?




10
11
12
13
14
15
16
17
18
19
20
21
22
23

24

864

Q. In the 1983 rate proceeding.
A, I think I possibly did.
Q. Sc you prcobably reviewed the order at that time, wouldn't

you expect?
A. I would expect.
Q. Wouldn't you agree, and you can check the document, that
the PGC made a specific allowance for cash working capital over
and above the amount that was needed for debt service?
A. I really don't remember.
Q. Would you accept subject to check that they did?

MR. KEENE: The document is an exhibit. It speaks
for itself, Your Honor.

MR. CLEARFIELD: Well I asked the witness to
accept something subject to check. He can either say no or
yes. It's in the document. I was just sort of moving this

along., I know Mr. Lelash is quite capable of looking at these

documents.
THE WITNESS: Thank vyou.
MR. CLEARFIELD: And reading.
THE WITNESS: I will accept vour representation

that it says that.
BY MR. CLEARFIELD:
Q. You testified in that proceeding, and do you recall what
the Public Counsel's position was in that case with respect to

cash working capital?




10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

865

A. I represented the Public Counsel., It was a very complex
case.

Q. Dig back.

A. It was a situation again of at that time relatively high

gas costs, and collections were not going well for the company.
And I tell you my only, my major recollection from the case was
that the entire rate increase was premised on the company's
inability to collect its revenues. So, yes, my recollection
would affirm what you're saying.

Q. Do you recall in that case that Public Counsel testified
that the rates for PGC, I'm sorry, PGW, should be set only to
cover —-- strike that. You recall in that case they did permit a
specific allowance for cash working capital? I'm sorry, 1if you
just said that, I apolcgize.

A. Yes.,

Q. Let's look at the '82 case. Did you testify in that
case, do you recall?

A. I don't recall.

Q. Would you accept, subject to check, and you can take a
look at it, in the 1982 case, the People's Counsel specifically
argued that the rates for PGW should be set only to cover debt
service and should noi include any allowance for cash working
capital, and any cash working capital that the company needed
should be "borrowed from the City or outside sources to meet

those needs"?
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A. If I testified to that, obvicusly it's consistent with
what I'm saying now. I don't recall. I will accept your
representation that it says that.

Q. Would you turn to the Supplemental Opinion of the '82

case, which is the second tab in?

A. Keep going.

Q. Page seven.

A. I have 1it.

Q. The paragraph starts, "Since the Court in Action
Alliance" --

A. Yes.

Q. -- "has found that the ordinance/agreement to have the

effect of the act of assembly, and that the cash flow method,
which includes inter alia the annual fixed payment to the City,
prevails we now conclude that the Commission i1s governed and
bound by the terms of the said ordinance agreement and that the
cash flow method comprised of all of the items contained in
Section Seven of said ordinance agreement is just and reasonable
for rate making purposes in this case. Accordingly, we reject
all arguments to the contrary. "

Do you see that?
A. Yes.
Q. So in that provision the FPGC rejected the Public

Counsel's position that cash flow shculd be obtained from

sources other than rates?
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A. In that case.
Q. And that's exactly your position in this case, isn't 1t?
Al Let's stick with this one. In that case they said that

it was controlling and resulted in just and reascnable rates.

Q. But in this case you are making essentially the same
argument, to the extent that the company has additional cash
flow needs they should get it from the City, among other places?
A. Among other places, under the conditicns that we are
facing right now.

Q. How could that position possibly ke consistent with the
prior rate making methodology and requirements of PGC when they
rejected that exact position?

A, The PGC cobviously can make determinations on a case by
case basis. My belief is that it's not as hard and fast a rule
as you are suggesting. Certainly not for the PUC, which I think
is really the end result of where we are going to, and that is.,
if the PUC utilizes gquote, the procedures used by the PGC
historically, do they have to, to every sentence and requirement
and follow that in setting rates. And it's my belief, and I

have stated this, it's my belief they do not.

Q. I guess we have to see what the Commission says about
that?
A, I think that's a very wise thing to do.

MR. CLEARFIELD: Your Honor, I believe that

concludes my cross-examination with this caveat, that there are
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one or twe additional interrcgatory answers here that I would
like to include in the packet and have moved intc the record
because they state Mr. Lelash's positicon. 1 can do cross on
them and develop them, but if we can move them into the record
we will be finished.

MR. KEENE: I have no objection, Your Henor.

JUDGE FORDHAM: PGW Cross-examination, Lelash
Exhibit Two is admitted without objection. Mr. Keene.

(Whereupon, the aforementioned document was
received into evidence.)

MR. KEENE: Your Honor, if I could have just a
moment,

JUDGE FORDHAM: We're back on the record.

Mr. Keene.

MR. KEENE: We have no redirect for Mr. Lelash.

JUDGE FORDEAM: Thank you, Mr. Lelash. You may be
excused from the stand.

THE WITNESS: Thank you, Your Honor.

JUDGE FORDHAM: Would you like to move the
exhibits?

MR. KEENE: Yes, Your Honor, move fcr the
admission of CCA Statement Number One and attached exhibits
and OCA Statement Number 1~S and attached exhibits.

JUDGE FORDHAM: Hearing no objections, they are

admitted without objection. Thank you.
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(Whereupon, QCA Statement No. 1 and OCA Statement
Nec. 1-S were received into evidence.)

JUDGE FORDHAM: Mr. Knudsen has been recalled.
He has already been sworn. You're still under ocath.

Mr. Bertoccl.

MR. BERTOCCI: Your Honor, could we go off the
record just for a moment?

(A discussion was held off the record.)

JUDGE FORDHAM: Back on the record. Mr. Bertocci
has distributed CEPA's Cross-examination Exhibit One.

(Document marked CEPA CE-1 for identification.)
CROSS-EXAMINATION

BY MR. BERTOCCI:

Q Good afternoon.

A Good afternoon.

Q. I refer you to CEPA, guestion CEPA 1-1.

A Yes.

Q CEPA, in connection with this interrogatory, CEPA is

reguesting an adjustment of $41,000. This question asks about
PGW's policy regarding employee parties, celebrations, and it
asks -- and PGW's response is, "We have only one of these. We
have no written policy, we only have cone employee celebration,
what they call a Quarter of Century Banqguet attended by active
and retired employees. " Is that response correct to the best of

your knowledge?




—

W o

19
20
21
22

23

25

870

A. That's historically correct, ves. We did not pay for it
this year. It was budgeted but not paid for. So adjustment if
vou want to make one would be appreopriate.
Q. So PGW cancelled the party for fiscal year 200172
A, No, it has been funded by participants.

MR. CLEARFIELD: Covered dish,

THE WITNESS: BYD covered dish.

JUDGE FORDHAM: That's for fiscal year 2Z001.

BY MR. BERTOCCI:

Q. Moving to the next one, CEPA 1-8.
A Yas.
Q. The next series cf Interrogatories deal with company

cars. CEPA is requesting en adjustment of $50,000 in cennection
with 23 unmarked cars which are used for commuiing and perscnal
use by PGW management. I refer you to CEPA 8. The page that
follows CEPA 8, 1s thalt a list of the autompbile Lills, and the

persons to whom they are assigned?

A. You said it was 40 of them?
Q. On that I think there are 33.
A. I want to be precise. I don't want to follow Mr. Lelash,

and not be precise here. But 33, that's fine.

Q. And that breaks down as 11 cars that are used in category
one, which is commuting and business use and 22 cars in category
two, which is commuting use, business use and personal use,

right?
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A, Yes.

Q. And commuting use means goling from work to a person's
home in the City of Philadelphia, right, and back?

A. That's correct.

g, AEnd all of these management employees live within the
City of Philadelphia because there is a residency reguirement,
is that right?

A, some of them are grandfathered. 1If they worked for the
company I think before 1983 or four, they do not have to live in
the City limits.

Q. There is generallyv a requlirement that management live
within the City limits?

A That's a general regquirement. That khas been imposed by
management since 1984.

Q. Personal use, the definition of personal use, would be
any kind of use that a person wants to use for the automobile,
is that right?

A, Yes, by and lardge.

Q. For use of automobile for personal use the person using
that, to the extent that the person using that automobile for
personal use, as opposed to commuting use, they must pay a
mileage fee to the company of approximately 15 cents a mile?
A. For commuting and personal use there is a fee, yes.

Q. Okay.

L. I would say that because there is a slight distinction.
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Actually Mr. Beiden is the better witness for this, but I will
answer.

Q. As I understand it for commuting use the employee doess
not pay anything?

A. That's not correct. Commuting there is z fee regardless
of whether you commute or for personal use.

o. What is the fee for commuting use?

A, Right now I'm paying a mileage fee of 15 cents per mile,
that applies to whether it's commuting or personal.

Q. So your testimony is that people who use the car Tor

commuting use

FLi It's not free. There is a charge.

0. For both commuting use miles and the cther personal use
miles?

A, That's correct.

MR. CLEARFIELD: Mr. Bertocci, if this helps we
will double check that. I recognize there is an answer te an
interrogatory that indicates

MR. BERTOCCI: I thought that was so undisputed I
did not bother tc include that Iinterrogatory in the new packet.

MR. CLEARFIELD: But you had it in the c¢ld packet.
Mr. Knudsen is testifying that that is slightly different than
that. Mr. Bogdonavage confirmed that. But we will double
check, and if there is a misunderstanding we will report it to

you or as a data request on the record.
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MR. BERTOCCI: Could we go off the record, Your
Honor?

JUDGE FORDHAM: Sure.

(A discussinon was held off the record.)

JUDGE FORDHAM: Let's go back on the record.
There was a guesticon aboub the last interrogatory, CEPA 8.

The answer that Mr. Knudsen gave, not to this particular
Interrcgatory, but to another Interrogatory relating to this,
was different from the answer previcusly given. Mr. Clearfield
has indicated that Mr. Bogdonavage has indicated Mr. Knudsen's
answer is correct.

Mr. Clearfield indicated he would have that
checked and get that information te Mr. Bertocci either this
afternocon or prior to the close of the record, and if there is
additional informetion that is needed that Mr. Bertocci should
contact him and that information would be forthcoming.

MR. BERTOCCI: Thank you.

BY MR. BERTOCCI:

Q. CEPA 1-9, this is a, the procedures used by -- a policy,
PGW's policy concerning reporting, and bookkeeping concerning
cars used for commuting and for business -- excuse me -- for
commuting and for personal use. Do you agree that this policy
speaks for itself?

MR. CLEARFIELD: 1Is this the present policy,

Mr. Knudsen? Can you make sure that that is the case?




oy

[«s]

10
11
12

16
i9
20
21
22
23
24

25

874

THE WITNESS: I helieve it speaks for itself. I
think this is the standing policy right now. If there are any
differences we'll supply that as well.

BY MR. BERTOCCTI:

Q. The next Interrogatory is CEPA 1-18. That asked for the
costs, the annual costs to PGW providing personal company cars
to PGW management employees in fiscal 2000 for commuting,
business and other personal use. The response indicated, 1if you
do the arithmetic, the cost was 1,384.26 per vehilcle., We are not
dispuiing the way in which the cost, at this time the way in
which it was calculated.

Do vou have any objection to that figure as to the
cost of providing a2 car toc an empleoyee for commuting and
personal use?

A I'm only smiling becaus2 I'm having a very difficult
time. We pubt in a new computer system. We'wve not had geocd
numbers for a pericd of time. I'm Iooking at the numbers,
inguiring how they were derived. But I will accept themn.

Q. CEPAR 1-20, also another policy of PGW, 1 don't think it's
inconsistent with the Policy Number 776.01, which was previously
discussed. Do you agree that this policy speaks for itself?

A. I think it speaks for itself.

Q. CEPA is requesting an adjustment of $195,000 having to
due with the PGW cafeteria. Would vou agree that the document

attached to CEPA 1-21 is the current contract with Aramark?
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A. Can I be clear on something, what is the derivation of
the 195,000 as the premise?

Q. The 195,000 is the amount I understand was budgeted in
the fiscal 2001 budget for the cafeteria subsidy.

R, T will accept that subject to check. I want to bes sure
that's what was shown there. What are ycu preoposing for the
avutomobiles at this point?

Q. $50,000.That was based on & -- if there were 33 cars,

we think at the most ten cars i1s absolutely generous.

A, Do I get one?

Q. If you want.The 23 unmarked cars, we are asking for an
adjustment reflecting 23 unmarked cars being used £or commuting
and business use or commuting, business, personal use by those
two catedories.

A, If I understand, you made, on some basis you made a
distinction between people in management who reguire a car for
some particular business piurpose that they should have a car on
a regular basis.

Q. Wouldn't you agree that a car that is being used for

commuting and personal use should have some direct benefit to

rate payers?

A. Yes, I do.
Q. That is CEPA's standard, too.
A. If I might.

MR. CLEARFIELD: We'll get a chance to do that.
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Q. Coming back to the cafeteria, I was going to ask you to
verify. If's my understanding, from the Philadelphia Gas
Commission proceeding, that $185,000 had bheen budgeted for

fiscal 2001 for the paymeni to Aramark in connection with the

cafeteria?

A, I will accept that.

Q. Would you agree that CEPA 1-21 is the contract that is in
effect?

A. Yes.

Q. CEPA 1-23 is a response to an Interrogatorv concerning

what is the formula by which the Aramark subsidy/refund is
determined. That's more of 2 summary of what 1s in the contrac
itself. CEPA recognizes the contract controls. Would you agree
with that?

L Yes.

Q. CEPA 1-24 was a review of the amcunts, total sales of,
basic contract elements for calculabting the refund, golng back
to 18%6. S0 19%6 through the year Z2000. Do you accept that as
an accurate history of previous costs of the calcuiation of a
subsidy or a refund for the cafeteriaz

A, Yes.

Q. You agree that all of these figures, subsidy/refunds, in

cases from 1996 through the year 2000 all of them involved not a

refund to PGW from Aramark, but a payment from PGW to Aramark?
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A. Correct.

Q. Would you also agree as a general matter, without getting
into details of how much a meal costs, that PGW cafeteria does
not come anywhere near providing a meal to every —-- to even a
quarter of PGW employees on an annual basis?

A, Well it's designed as a facility for the headguarters
building. I don't know what we have in there, 400 people ox
something like that.It's designed {o provide service because
there are no restaurant facilities really within convenient
walking distance of Montgomery, unless you want the carts at
Temple.

Q. You're generally familiar with the Philadelphia custom of

triucks which go to places where there are demands for delicipus

food?

(2
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like, Mr. Bertoccoi, 1 think Just as a mat

to employees that you provide something on the order of a
civiliized opportunity for a meal.

Q. You would agree that providing a space, these numbers
don't incliude, approximately $70C,000 in costs for maintaining

the cafeteria, throughout the year; is that right?

A. The cafeteria space you mean?
Q. The cafeteria space.
A,

devoted

Well the whole first flcocorx, portion of the floor,

to eating services, no, we don't. I think that's right.
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Q. PGW also pays for capital costs of a kitchen. 1If pavs
for janitorial services. Ti payvs for garbadge disposal, all of
the things associated with the cafeteria, is that right?

I, As far as I know, that's right.

Q. This contract was reelly last negotiated -- has not been
re-negotiated since 1874, right?

A, Unfortunately, yes.

Q. So PGW really hasn't explored the possibility of
providing a civilized space, vending machines, things that do
not require a payment of a quarter of a million dollars a year?
A, I don't consider vending machines appropriate nuirition.
We have a problem.The problem is we have 400 or so emplovees

who need access to sating facility, hot food, appropriats menus

that's what this facility is designed to provide. In terms of

your term. It
I have had conversations with Aramark socmetime in
Lhe past, which say lock, the reason L[hal we have a subsidy,
pecause the food is not good enough and service 1s not good
enough. If we were tTo pass more people {[hrough this resitaurant
facility, the subsidy would go down. I have said that they have
a period of abeout six months to prove that they can put this
thing on a paying basis that substantially reduces or eliminate
the subsidy or they would not be there, we would out source the

-- put out an RFP for an alternate supplier of services.
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The issue, 1if's a function of quality of the food,
ability of them to provide timelv service when people want it.
And that's where we are right now.

Q. So it's fair to say you believe that the standard for

1

mal

[
i_.].

operating the cafeteria, that there should be at most a m
subsidy? I don't want to dispute yvour use of the term, but that
essentially the cafeteria, once space has been provided for by
PGW, and reasonable capital costs, that food services itself
should pay for itself?
A. Az g matter, general matter, yes.

MR. BERTOCCI: No more gquestions, Your Honor.

elated to that last

=
-
W
o
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3
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JUDGE FORDHAM: ne

D
(t

remark from Mr. Knudsen. When gdid yeou mak hig remark Lo

hramark, and when is the six months up?

-3

HE WITNESS: There have been ongoing discussions.

I only got inte it a month or S1xk weeks ago. There have heen
cenversations with, in fact, Mr. Ambrose, who provided these
responses, has had conversations wilth Lhem. I wasn't plegased
with the lack of progress. I reaffirmed our position with
them. They are now much more attentive to our requirements.

T met with executives with Aramark, said this is it, vyou either
deliver for us or you're oubt. There were immediate changes and
we are seeing some other improvements.

JUDGE FORDHAM: Any other parties have anything

for Mr. Knudsen?
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MR. CLEARFIELD: Your Honor, T think we conld use
a few minutes to go over these issues, if you could indulge us.
JUDGE FORDHAM: Let's take f[ive minutes.
MR, CLEARFIELD: Maybes ten.

JUDGE FPORDHAM: Ten minutes.

()]
=h

(Whereupon, a brief recess was taken.)

JUDGE FORDHAM: Back on the record.

REDIRECT EXAMIMATLON
BY MR. CLEARFIELD:
Q. First with respect to company cars, do you have a
clarification as to the companv's policy with respect to
reimbursements for commutbing use for management employees?

A, Yes. I'm lepking at my own situations, it wasn't as

simple. IL's more complex. We'll put this on one response.

All personal use is presently calculated at 13 cents a mile.
I theught it was 12, lecking a2t changes, Lo make sure 1t is
compensatory.

JUDGE FORDHEM: Please Heep up your voice.

THE WITNESS: All personal use 1s calculated at 1
cents per mile. Ceommuting only, with no personal use, it's $3.0
per day for tax purposes. So i1t's reflected on your tax return
as a $3.00 per day income to you. Comnuting with personal use,
this gets terribly complicated, I will read it, and then we'll
clarifv it, commuting with personal use, all non-business miles

taxed at the IRS rate of 34 and a half cents per mile.

.

vl
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income tg ithe employes. But there is no compensation back to
the company for that, wnich was your point.

MR. BERTOCCL: By the charge you mean. . .

THE WITNESS: No money coming back from the
employee to the company, it's simply a tax deduction.
I mean, additional, it's Caxable income.

MR. BEERTOCCI: Taxahle income To fthe emplovee for
the benefit of having a2 car for commuting, is calculated as

taxable income to the emplovee, and recorded as such on the
s

company's boocks.
THE WITHESS: Right. Commuting, no personal use,
reiatively rfew.
BY MR. CLEARFIELD:
Q. Would vou explain how this policy benefits rate payers,

the policy to allow management to have cars for perscnal and
commuting use?

A. Look, I think there are two issues here. 0One, whabt is
common practice.A great many utilities do provide cars for

emplovees for a varietv of purposes. So I don't think we're

unicgue in that regard.
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Secondly, we're having a very difficulfl time
retzining our pecple, particularly senior executives. Thers
is an enormcus tempbation becauvse ¢f experience theat they have

lost somebody from marketing, took a demotion in terms of three
levels of grade and ¢got & substantial raise in the process. she
went from PCGW inteo PECO. There seems Lo be a shortcut between
Ninth and Montgomery and 23rd and Market.

So to answer the guestion, I think maintaining,
aliowing people to have cars for their own purposes in these
instances is a traditional compensation item. I think you have
to look at this question in the larger context of the industry

Fey

practices and the unigueness of PEW's circumstance and what we

w5
[{}]

can coffer emgloyvees as benefits.
o Do you have anything else with respect to the cars?

A, No.

Q. With respect to the cafeteria payment that PGW malkes
currently, how does maintaining cafeteria at the headquarters
provide a benefit to rate payers?

A It's a substantial benefit. FEven if, having it there,
not onrly as a matter of just decency in terms of the location

that we are in.But it is enormously efficient for the

company. I would say., I don't know how many, for the times that

S by
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deing a full hour or half hour, depending on where they are in

Ll vt mmd S man A ae o S O -~ e v P
cng organizaction for lunch, tney ofcen just go down and get
lunch, go back.I get a lot of productivity benefits Those ,

gel passed onto custone

P

3.
1 think on the face cof it, 1T locks like There may .
be some inequity here. Given the overali picture and bensefit
that we are deriving, I think it's a cost well incurred. That's
net to say it can't be a managed cost. It should be lower. I
think that's right.
Q. Just to clarify, vyou indicated vyou were looking at
changes, you're not looking at changes that would preclude the
possibility of continuing to offer the subsidy, if necessary?
A. No, let's assume we put an RFP out, and we had to entice
someone to come out and cffer the service, T woeuld pey that

gladly. Again, the benefits are znormous for having that.

Q. To clarify, how many employees ars at Montgomery?

A, Six to seven hundred, not four hundred.

Q. Have to be a big truck on the sireet?

A. You would have long lines.

Q. Can you tell us whether the Philadelphia Gas Commission

ever directed vou not to make any of these expenditures?
A. Directed the companv?

0. Yes.
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2. T don't remember them having done this, specificzlly for
this. in any of the proceedings
Q. Did thev make any disallocwances [or any of these i1tems?
A Not that I know of. T stand to be corrected by
Mr. Bertcccl if he hes another memory, bub, no
¢. Has the conmpany taken steps Lo ensure these expenditures
are at the lowest reasonable level?
L. Yes, certainly from the cafeteria, program that I Jjust

described, I am quite adamant, there is no reason, 1f in fact
our subsidy is a function of through put, the quality of the

food, gualitv ¢f service, there is no basis for that. We'll

improve 1t.

In terms of cars, the fleet is aging, and we have
not been replacing cars. We are trying to keep that cost under
control as well.

G. Cne last cuestion, 1f in
disaliow the items as included in revenue requirements, what
would the cpticns be in the company with respect tc policies?

B, If all else bheling egual, we don't have a leb of options.
These happen Lo be relatively small items, but let's assume
larger items, we felt compelled to spend the money, for whatever
reason, and it had to disallowed, then something else has to
give, it falls to the bottom line. It affects the coverage,
profitability of company.

Q. Would you have tn consider discontinuing the policy?
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A. S1ire. These as T =say, are important becanse they I fhink
they represeni issues of equity beftwesen emplovee and customers.
But if they're emblematic of cther costs, surse you would have Lo
cub them oub, no Juesciocn.

g If we could get the &% million dollars would you take a

disallowance on bhese ltems? I withdraw that.
A, Happily.

ME., CLEARFIELD: That's all we have.

JUDGE FORDHAM: Anvything else, Mr. Bertocci?

MR. RERTOCCI: No guesticons. I need Lo move this
into evidence, Your Honor.

MR. CLEARFIELD: No ¢bhjection.

MR. BERTOCCI: T would like to move CEPA

Cross—-erxam Exhibit Mumber One into evidence.

{Whereupon, document marked for identification as
CEPA CRE Exhipit No. 1 received inteo evidence.)

MS. BURAK: I need to move into the record the
testimony of Mr. Baudino. I have before me two documents. The
first consists of direct testimony ofi Mr. Richard A. Baudino, &as
wall as four exhibits, RAB-1 through RAB-4., I would like to have
this identified and marked as PICGUG Statement Number 1,

JUDGE FORDHAM: Shall be so marked.

(Whereupon, documents mentioned above were marked

as PICENIG Statement No. 1 for didentification.)
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MS . RITRAK: The secnnd dormment is the surrehnttal

*_ Randinno And T wonld lilke this identifiad as

1-3 Cfur identilication.)

BURAK: In addition, Your Honor I have two

2z
[74]

exhibits at thilis point that | would like To 1nclude 1n the
record. These are, L[he first exhibit 1is a one-page exhibit
consisting of page number 54 from PECO Energy Company's tariff.
The main purpose for this, this page is addressed by Mr. Baudino
in his direci testimony.

JUDGE FORDHAM: PGW'S tariff?

MS. BURRK: Mo, it's PRCO Energy's tariff.

Mr. Bauding references this page in his testimony. Mainly

1

{
i

B
L

£ urpcse throughout the proceedin

k]

£ - - ~ - - ~
for sase of citing

e

it might be best to make 1t an exhibit.

testimony. T will be happy to pass this out to the parties.
(PECG tariff was marked as PICGUG No. 1

(Coluniyia tariff was wacked PICGUG WNo. 2)

MS. BURAK: AT this time I would like to move

w

PICGUG Statement Number 1 and PLCGUGC Statement Number 1-S5 and

PTOGIE Fxhivit 1 and PTOGEIIG Exhihit Niimhey Two into the recnrd.
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JUDGE FORDHAM: Any objections?

MR. HOLLAND: No.

JUDGE FORDHAM: Hearing none, the documents are
admitted without objections.

(Whereupon, the aforementioned documents were
received into evidence.)

MS. BURAK: Thank vyou.

JUDGE FORDHAM: I believe that is all for the
various testimony.I will just quickly go through to make sure
we have not missed anything. ©On May 22nd we had the statements
and exhibits of Barbara Bisgaier. Next we had Mr. Sullivan's
Statement Eight and exhibits. Next we had Mr. White's statement
and exhibits and Rejoinder Exhibit. We had Mr. Bogdonavage's
statements and exhibits and rejoinder exhibits. Then we had
Mr. Knudsen's statements and exhibits and rejoinder exhibits,

However, Statement 1.2 with Exhibits TEK three
through six were marked on that day, but admitted the next day.
On May 23 we had Mr. Gorman's statements and exhibits, Volume 3.
Next we had Mr. Lukens' statements and exhibits. Next we had
Mr. Wheaton, Administrative Counsel witnesses' statements,
exhibits, and Attachment One, which was a management audit. We
had Mr. Metro's statements and exhibits, Mr. Keim's statements
and exhibits, Mr. Kubas statements and exhibits, Mr. Deardorff's
statements and exhibits, Mr. Miller's statements and exhibits,

Mr. Kalcic's statements. Mr. Weakley's statement and exhibits.
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Then today we had Ms. Davis, Mr. Lelash's
statements and exhibits and the cross-examination, PGW Lelash
cross-examination Exhibit 2. And then next we had CEPA Cross-
Examination Statement, excuse me, Exhibit Number COne. And then
the direct surrebuttal and exhibits for Mr. Baudino.

MR. HOLLAND: Your Honor, I just wanted to confirm
Mr. Knudsen's supplemental rebuttal was admitted yesterday, as
was TEK 3 through six.

JUDGE FORDHAM: VYes, I did say it was marked on
the 22nd, but admitted on the 23rd. I believe that's it. We
atso had scheduled hearings for Friday, May 25th, Wednesday,
May 30th, and Thursday, May 31lst. There is no need faor those
hearings. Thoee hearings are cancelled. We said the close of
the record would be on May 3lst. We do have a couple things
outstanding. So 7'1l still leave the close of the record on
May 31lst.

On the 23rd there was a request that Mr. White
provide information to Ms. Burak regarding the date of a
meeting. Then today there were scme requests for Mr. Bertocci.

Do vou need anything else, Mr. Bertocci?

MR. BERTOCCI: No.

JUDGE FORDHAM: So that's the only outstanding
thing, the date of the meeting from Mr. White to Ms. Burak?

MR. CLEARFIELD: I think Mr. Knudsen indicated

that he would summarize for
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MR. BERTOCCI: When I said no, I thought you meant
in addition to what they were going to provide.

JUDGE FORDHAM: Sc There are two outstanding
things, the on-the-record request for Mr. White, and the
on-the-record request for Mr. Knudsen.

MR. CLEARFIELD: Yes.

JUDGE FORDHAM: Anything further? The main briefs
are due on Thursday June 21st, and reply briefs will be due on
Friday, June 29%th.I will give you some more information. I
will send out a briefing order with more information regarding
the format of the briefs.

Anything else we need to do before we end today.

I would like to thank the parties. Off the record.

{(Whereupon, a discussion was held off the record.)

JUDGE FORDHAM: Back on the record. On the
record I will thank the parties for their participation and look
forward to the briefs. Thank you very much.

MR. CLEARFIELD: Thank you.

MR. KEENE: Thank you.

S, BURAK: Thank you, Ycur Honor.

(Whereupon, at 1:35 p.m. the hearing was

ad3jcurned.)
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