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1 P R O C E E D I N G S 

2 ADMINISTRATIVE LAW JUDGE FORDHAM: 

3 Good morning. I'm A d m i n i s t r a t i v e Law Judge C y n t h i a 

4 W i l l i a m s Fordham. And b e s i d e me i s A d m i n i s t r a t i v e 

5 Law Judge Angela T. Jones. 

6 We're t h e Judges t h a t have been 

7 a s s i g n e d t o hear t h i s case. 

8 T h i s i s a f u r t h e r h e a r i n g i n t h e 

9 m a t t e r o f Pen n s y l v a n i a P u b l i c U t i l i t y Commission 

10 v e r s u s P h i l a d e l p h i a Gas Works a t Docket Number 

11 R-00061931 and R-00061931C0001 t h r o u g h C00071. 

12 A t t h i s t i m e I would ask counse l t o 

13 e n t e r t h e i r appearance b e g i n n i n g w i t h Mr. C l e a r f i e l d . 

14 MR. CLEARFIELD: Good morning, Your 

15 Honor. I'm Dan C l e a r f i e l d o f Wolfe B l o c k . W i t h me 

16 i s Deanne O'Dell, and we're r e p r e s e n t i n g PGW. 

17 JUDGE FORDHAM: Thank you. 

18 MR. STUNDER: Good morning, Your 

19 Honor. Gregory Stunder f o r PGW. 

20 JUDGE FORDHAM: Thank you. 

21 MR. LAWRENCE: Good morning, Your 

22 Honor. D a r r y l Lawrence r e p r e s e n t i n g t h e O f f i c e o f 

23 Consumer Advocate. 

24 MS. McCLOSKEY: Good morning, Your 

25 Honor. Tanya McCloskey r e p r e s e n t i n g t h e O f f i c e o f 
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1 Consumer Advocate. 

2 MR. HINERMAN: Good morning. P h i l i p 

3 Hinerman r e p r e s e n t i n g t h e Housing A u t h o r i t y . 

4 MS. KASTER: Good morning, Your Honor. 

5 A l l i s o n K a s t e r r e p r e s e n t i n g t h e O f f i c e o f T r i a l 

6 S t a f f . 

7 MR. KANASKI: Good morning, Your 

8 Honor. R i c k Kanaski, t h e O f f i c e o f T r i a l S t a f f . 

9 MR. SHORE: Good morning. Your Honor. 

10 M i l e s Shore f o r t h e School D i s t r i c t o f P h i l a d e l p h i a 

11 as an I n t e r v e n o r . 

12 MS. APPLEBY: Good morning, Your Honor. 

13 C h r i s t y Appleby w i t h t h e O f f i c e o f Consumer Advocate. 

14 MS. WEBB: Good morning. Your Honor. 

15 Sharon Webb w i t h t h e O f f i c e o f Small Business 

16 Advocate. 

17 MR. PLONSKI: Robert P l o n s k i O f f i c e o f 

18 T r i a l S t a f f . 

19 JUDGE FORDHAM: Do you want t o — 

20 okay. I'm s o r r y . Go ahead, Ms. Tran. 

21 MS. TRAN: Okay. Thu Tran w i t h 

22 Community L e g a l S e r v i c e s f o r A c t i o n A l l i a n c e . 

23 JUDGE FORDHAM: Thank you. We d i d 

24 have some o u t s t a n d i n g m a t t e r s f r o m y e s t e r d a y . S h a l l 

25 we di s p o s e o f those a t t h i s time? Mr. Stunder, d i d 
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1 you have something r e g a r d i n g --

2 MR. STUNDER: Your Honor, I j u s t 

3 handed Mr. Hinerman a S t i p u l a t i o n , and I'm w a i t i n g 

4 f o r h i s s i g n a t u r e . 

5 ADMINISTRATIVE LAW JUDGE JONES: Are 

6 t h e r e any o t h e r p r e l i m i n a r y m a t t e r s t h a t anyone 

7 wishes t o b r i n g b e f o r e us b e f o r e we — w h i l e we w a i t 

8 f o r Mr. Hinerman t o r e v i e w t h e S t i p u l a t i o n ? 

9 Mr. Kanaski. 

10 MR. KANASKI: Thank you. Your Honor. 

11 A t some p o i n t when we g e t a break o r t h e r e ' s an 

12 o p p o r t u n i t y we need t o s t i p u l a t e Ms. Markovich's 

13 t e s t i m o n y i n t o t h e r e c o r d . We can save t h a t f o r some 

14 break i n t h e a c t i v i t y . 

15 JUDGE JONES: I s t h e r e a reason w h i l e 

16 we're w a i t i n g — can we do t h a t now? 

17 MR. KANASKI: That's f i n e w i t h me, 

18 Your Honor. 

19 JUDGE JONES: Go ahead. You may 

20 proceed, Mr. Kanaski. 

21 MR. KANASKI: Your Honor, we have 

22 c l e a r l y i d e n t i f i e d f o u r documents. We've i d e n t i f i e d 

23 OTS Statement Number 2, OTS E x h i b i t Number 2, OTS 

24 Statement Number 2-SR, and OTS E x h i b i t Number 2-SR. 

25 We've p r e v i o u s l y d i s t r i b u t e d c o p i e s o f 
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1 t hese t o t h e p a r t i e s , and we a r e now p r o v i d i n g t h e 

2 Co u r t R e p o r t e r w i t h two c o p i e s . 

3 These documents r e p r e s e n t Ms. 

4 Markovich's d i r e c t t e s t i m o n y and s u r r e b u t t a l 

5 t e s t i m o n y . 

6 By agreement w i t h c o u n s e l o r i g i n a l l y 

7 t h e document had been f i l e d w i t h p r o p r i e t a r y and 

8 n o n - p r o p r i e t a r y v e r s i o n s . A f t e r c o n s u l t i n g w i t h t h e 

9 Company, i t ' s been d e t e r m i n e d t h a t none o f t h e 

10 i n f o r m a t i o n c o n t a i n e d i s p r o p r i e t a r y . 

11 JUDGE JONES: You're r e f e r r i n g t o 

12 document OTS Statement 2-SR? 

13 MR. KANASKI: Yes, Your Honor. What 

14 w e ' l l a l s o d i s t r i b u t e today t o t h e p a r t i e s a r e c o p i e s 

15 o f t h e a f f e c t e d pages f r o m t h e document t h a t was 

16 l a b e l e d as p r o p r i e t a r y . That w i l l be pages 6, 7 and 

17 8 t h a t c o n t a i n e d p r o p r i e t a r y i n f o r m a t i o n t h a t ' s n o t 

18 deemed p r o p r i e t a r y . 

19 So t h e p a r t i e s now w i l l have complete 

20 documents t h a t have been f i l e d . 

21 JUDGE JONES: So you ' r e removing f r o m 

22 t h e cover t h e d e s i g n a t i o n t h a t i s marked p r o p r i e t a r y ? 

23 MR. KANASKI: Yes, Your Honor. 

24 JUDGE JONES: And you ' r e p r o v i d i n g 

25 those pages t h a t were p r o p r i e t a r y t h a t were r e d a c t e d . 
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1 You're p r o v i d i n g t hose pages w i t h t h e f u l l t e x t ? 

2 MR. KANASKI: E x a c t l y , Your Honor. 

3 JUDGE FORDHAM: We n o t i c e d t h a t t h e 

4 copy t h a t you gave t o t h e Court R e p o r t e r s t i l l has a 

5 r e d cover on i t ? 

6 MR. KANASKI: C o r r e c t , b u t we've t a k e n 

7 t h e p r o p r i e t a r y l i m i t a t i o n o f f o f i t as opposed t o 

8 r e c o v e r i n g i t . 

9 And we would ask t h a t t h e S t a t e 

10 w i t h d r e w c o p i e s t h a t a r e now n o n - p r o p r i e t a r y . 

11 JUDGE JONES: You may c o n t i n u e . 

12 MR. KANASKI: By agreement w i t h t h e 

13 p a r t i e s based on no i n d i c a t i o n i n c r o s s - e x a m i n a t i o n , 

14 a l l p a r t i e s have agreed t o s t i p u l a t e t o t h e adm i s s i o n 

15 o f these documents t h a t — a t t h i s t i m e i f I c o u l d 

16 ask t h a t t h e y be marked f o r i d e n t i f i c a t i o n . 

17 JUDGE FORDHAM; These w i l l be so 

18 marked. 

19 MR. KANASKI: I f Ms. Mark o v i c h were t o 

20 t e s t i f y t o d a y she would t e s t i f y t h a t t hese documents 

21 were i n d e e d p r e p a r e d by her o r under her s u p e r v i s i o n ; 

22 t h a t i t does n o t c o n t a i n any c o r r e c t i o n s t h a t need t o 

2 3 be done. 

24 And i f I were t o ask h e r t h e q u e s t i o n s 

25 c o n t a i n e d i n these documents a g a i n today, h er answers 
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1 would be t h e same. Those answers would be t r u e t o 

2 t h e b e s t o f her knowledge and b e l i e f . 

3 A g a i n , as s t i p u l a t e d by t h e p a r t i e s , 

4 t h e r e was no c r o s s - e x a m i n a t i o n . We'd ask t h a t t hese 

5 documents be moved i n t o t h e r e c o r d a t t h i s t i m e . 

6 JUDGE FORDHAM: The d i r e c t and 

7 s u r r e b u t t a l t e s t i m o n y and t h e accompanying e x h i b i t s 

8 o f Ms. Mark o v i c h a r e so a d m i t t e d . 

9 (Whereupon, t h e documents were marked 

10 as OTS Statement 2 and Statement 2SR f o r 

11 i d e n t i f i c a t i o n , and were r e c e i v e d i n evidence.) 

12 (Whereupon, t h e documents were marked 

13 as OTS E x h i b i t Nos. 2 and 2SR f o r i d e n t i f i c a t i o n , and 

14 were r e c e i v e d i n evidence.) 

15 MR. KANASKI: W i t h t h e c o r r e c t e d 

16 pages. 

17 JUDGE FORDHAM: Yes, w i t h t h e 

18 c o r r e c t e d pages i n d i c a t e d i n t h e s u r r e b u t t a l 

19 t e s t i m o n y , pages 6 t h r o u g h 8. The i n f o r m a t i o n t h a t 

20 was p r e v i o u s l y marked p r o p r i e t a r y i s no l o n g e r 

21 p r o p r i e t a r y . 

22 MR. KANASKI: C o r r e c t . Thank you, 

23 Your Honor. 

24 JUDGE FORDHAM: You're welcome. 

25 MR. CLEARFIELD: Your Honor, may I 
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1 j u s t note f o r the record t h a t PGW's waived cross of 

2 Ms. Markovich because OTS and PGW have entered i n t o a 

3 S t i p u l a t i o n , a t l e a s t i n p r i n c i p l e , on the one issue 

4 upon which PGW was considering cross-examination, 

5 t h a t i s the appropriate l e v e l of bad debt expense f o r 

6 the company i n the pro forma t e s t year. And we've 

7 agreed t o s t i p u l a t e t o a 4.5 percent bad debt expense 

8 l e v e l . 

9 With Your Honor's permission, w e ' l l 

10 conform t h a t t o a document subsequently and provide 

11 i t . 

12 Since i t ' s not an e v i d e n t i a r y issue, 

13 and the s t i p u l a t i o n between the two p a r t i e s we d i d 

14 not b e l i e v e there's a need t o enter i t i n t o the 

15 record, but i f you have a d i f f e r e n t view, we'd be 

16 happy t o get t h a t done before the record closes. 

17 Or maybe t h a t statement t h a t I j u s t 

18 made, w i t h Mr. Kanaski's nodding consent, i s 

19 s u f f i c i e n t . 

20 JUDGE JONES: To make sure t h a t the 

21 record i s complete, we would appreciate i t . 

22 MR. CLEARFIELD: Okay. And we're 

23 s t i l l c l o s i n g the record t e n t a t i v e l y on the 25th, 

24 t h i s Friday? 

25 JUDGE JONES: Yes. 
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1 MR. CLEARFIELD: So w e ' l l d e f i n i t e l y 

2 g e t t h a t t o you b e f o r e t h e n . 

3 JUDGE JONES: Thank you v e r y much. 

4 MR. CLEARFIELD: Thank you. Your 

5 Honor, we have one o t h e r s m a l l housekeeping m a t t e r . 

6 We moved Mr. Muntzer's t e s t i m o n y i n by s t i p u l a t i o n 

7 Monday. 

8 I t t u r n s o u t t h a t Mr. Muntzer had some 

9 v e r y s m a l l t y p o g r a p h i c a l e r r o r s t o h i s t y p e d 

10 t e s t i m o n y t h a t he — and we'd l i k e t o t r y t o e n t e r 

11 i n t o h i s r e j o i n d e r . 

12 What we've handed o u t t o a l l t h e 

13 p a r t i e s p r e v i o u s l y , and t o t h e Co u r t R e p o r t e r , a r e 

14 t h o s e f i v e pages on which those c o r r e c t i o n s o c c u r r e d . 

15 We've a l s o a c t u a l l y marked t h e c o p i e s 

16 t h a t w i l l go i n t o t h e r e c o r d so t h a t t h e r e c o r d w i l l 

17 have these on tho s e , and we ask t h a t t h e y be 

18 accepted. 

19 I'm n o t sure i f I need t o make a 

20 M o t i o n o r make an e x h i b i t . 

21 JUDGE JONES: L e t t h e r e c o r d r e f l e c t 

22 t h a t Mr. Muntzer's -- t h i s i s h i s 

23 MR. CLEARFIELD: PGW Statement 11. 

24 JUDGE JONES: — PGW st a t e m e n t 11 a t 

25 page 5, l i n e 16, a f t e r d e s i g n t h e word day, D-A-Y, i s 
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1 i n s e r t e d . 

2 And page 8, l i n e 9, a f t e r t h e word 

3 cash, t h e word o u t i s i n s e r t e d . 

4 And page 12, l i n e 2 1 , t h e r e appears a 

5 t h e a f t e r t h e word t h a t . That t h e i s t o be d e l e t e d . 

6 On page 15, l i n e 17 t h e word charges 

7 i s t o be changed t o changes. 

8 On page 17, l i n e 21 t w i c e t h e r e 

9 appears t h e word Hess's. Hess's i s t o be changed 

10 b o t h t i m e s t o I-G-S's; t h a t i s I-G-S apostrophe S. 

11 Those were a l l t h e changes t o Mr. 

12 Muntzer's t e s t i m o n y , PGW Statement 1 1 . 

13 MR. CLEARFIELD: Thank you, Your 

14 Honor. 

15 JUDGE JONES: Are we s t i l l w a i t i n g f o r 

16 t h e S t i p u l a t i o n r e g a r d i n g Mr. Gorman? 

17 MR. HINERMAN: I f I c o u l d speak w i t h 

18 Mr. Stunder, I have a couple o f q u e s t i o n s , Your 

19 Honor. Do you want us t o do i t now, o r do you want 

20 us t o do i t d u r i n g break? 

21 JUDGE JONES: Why do n ' t we w a i t so 

22 t h a t you can c o n f e r w i t h Mr. Stunder as f a r as any 

23 q u e s t i o n s o r concerns t h a t you may have, and -- i t 

24 appears, however, t h a t we w i l l n o t be c a l l i n g Mr. 

25 Gorman by t e l e p h o n e ; i s t h a t c o r r e c t , Mr. Hinerman? 
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1 MR. HINERMAN: At t h i s p o i n t , b ut we 

2 

3 JUDGE JONES: Okay. Then l e t me ask 

4 Mr. Stunder, do you have Mr. Hinerman -- I mean, Mr. 

5 Gorman on deck f o r a s p e c i f i c time? 

6 MR. STUNDER: I spoke t o Mr. Gorman 

7 today. He's — yesterday. He's not a v a i l a b l e today. 

8 He's a v a i l a b l e tomorrow. 

9 JUDGE JONES: A l l r i g h t . 

10 JUDGE FORDHAM: But Mr. Hinerman's not 

11 a v a i l a b l e tomorrow. 

12 MR. HINERMAN: We'll see what we can 

13 work out and w e ' l l cross the bridge when we come t o 

14 i t . 

15 JUDGE JONES: Okay. 

16 MR. STUNDER: I f we could — tomorrow, 

17 i f we need t o do i t tomorrow, t h a t ' s considered time, 

18 but — 

19 MR. HINERMAN: I f i t ' s f i r s t t h i n g i n 

20 the morning I can a c t u a l l y be here. I won't have t o 

21 leave u n t i l 11:00. 

22 JUDGE JONES: You gentlemen need t o 

23 work t h i s out. Possibly we do not have t o bother Mr. 

2 4 Gorman. 

25 I s counsel ready f o r p r e s e n t a t i o n o f 
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1 witnesses? 

2 MR. CLEARFIELD: We do have one o t h e r 

3 s t i p u l a t i o n . Your Honor, i f you want t o t a k e c a r e o f 

4 t h a t housekeeping m a t t e r , o r we can — 

5 JUDGE FORDHAM: You may proceed, Mr. 

6 C l e a r f i e l d . 

7 MR. CLEARFIELD: Thank you. Your 

8 Honor. I t h i n k I mentioned t h a t OTS and PGW were 

9 a b l e t o a r r i v e a t a s t i p u l a t i o n w i t h r e s p e c t t o an 

10 i s s u e r e g a r d i n g gas s a f e t y t h a t was r a i s e d by one o f 

11 t h e OTS wi t n e s s e s i n v o l v i n g Class 2 l e a k r e p a i r . 

12 And t h e s t i p u l a t i o n r e s o l v e d t h a t 

13 i s s u e and we're handing i t o u t t o t h e p a r t i e s and t o 

14 Your Honor. 

15 And i n l i g h t o f y o u r p r e v i o u s d e s i r e 

16 t o have these s t i p u l a t i o n s e n t e r e d i n t o t h e r e c o r d , 

17 s i n c e i t has been executed, we can -- we'd ask t h a t 

18 i t be marked as PGW Heari n g E x h i b i t 3. 

19 JUDGE FORDHAM: I t s h a l l be so marked. 

20 MR. CLEARFIELD: And t h a t i t be 

21 e n t e r e d i n t o t h e r e c o r d . As I s a i d , i t ' s 

22 s e l f - e x p l a n a t o r y . I f you'd l i k e I can p r o v i d e a 

23 summary, b u t a l l t h e d e t a i l s a r e s e t f o r t h t h e r e i n . 

24 JUDGE FORDHAM: PGW Heari n g E x h i b i t 3 

25 i s a d m i t t e d . 
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1 (Whereupon, t h e document was marked as 

2 PGW E x h i b i t No. 3 f o r i d e n t i f i c a t i o n , and was 

3 r e c e i v e d i n evidence.) 

4 MR. CLEARFIELD: Thank you, Your 

5 Honor. I t h i n k we're ready now. 

6 JUDGE JONES: Mr. C l e a r f i e l d , we're 

7 ready f o r p r e s e n t a t i o n o f y o u r w i t n e s s . 

8 MR. CLEARFIELD: We'd l i k e t o b e g i n 

9 w i t h Ms. B i s g a i e r . 

10 JUDGE FORDHAM: Good morning. Please 

11 r a i s e y our r i g h t hand. 

12 BARBARA BISGAIER, h a v i n g been d u l y 

13 sworn, t e s t i f i e d as f o l l o w s : 

14 JUDGE FORDHAM: Please be seated. 

15 Would you s t a t e y our name and bu s i n e s s address f o r 

16 t h e r e c o r d , and p l e a s e s p e l l y o u r l a s t name. 

17 THE WITNESS: Barbara B i s g a i e r , 

18 B-I-S-G-A-I-E-R, 2 Logan Square, S u i t e 1600, 

19 P h i l a d e l p h i a , P e n n s y l v a n i a 19103. 

20 JUDGE FORDHAM: Thank you. You may 

21 proceed, Mr. C l e a r f i e l d . 

22 MR. CLEARFIELD: Thank you, Your 

23 Honor. Your Honor, we p r e v i o u s l y d i s t r i b u t e d t o a l l 

24 t h e p a r t i e s and t o Your Honor a m u l t i - p a g e document 

25 which i s e n t i t l e d , Testimony o f Barbara B i s g a i e r , 
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1 which c o n s i s t s o f s e v e r a l q u e s t i o n s — s e v e r a l pages 

2 o f q u e s t i o n s and answers and two e x h i b i t s marked BB-1 

3 and BB-2, and we premarked i t as PGW Statement 3, and 

4 we ask t h a t i t be marked f o r i d e n t i f i c a t i o n i n t h a t 

5 manner. 

6 JUDGE FORDHAM: I t s h a l l be marked. 

7 MR. CLEARFIELD: Thank you. 

8 (Whereupon, t h e document was marked as 

9 PGW Statement No. 3 f o r i d e n t i f i c a t i o n . ) 

10 DIRECT EXAMINATION 

11 BY MR. CLEARFIELD: 

12 Q. Ms. B i s g a i e r , you have b e f o r e you what 

13 we've marked f o r i d e n t i f i c a t i o n as PGW Statement 3? 

14 A, P o s s i b l y . Yes. 

15 Q. Another o r n e r y w i t n e s s . That's y o u r 

16 p r e p a r e d d i r e c t t e s t i m o n y f o r purpose o f t h i s 

17 proceeding? 

18 A. Yes, i t i s . 

19 Q. And was i t p r e p a r e d by you o r under y o u r 

20 s u p e r v i s i o n and d i r e c t i o n ? 

21 A. Yes, i t was. 

22 Q. Do you have any a d d i t i o n s o r c o r r e c t i o n s 

23 you'd l i k e t o make t o PGW Statement 3 a t t h i s time? 

24 A. No, I do n ' t . 

25 Q. And i s t h e t e s t i m o n y t r u e and c o r r e c t t o 
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1 t h e b e s t o f y o u r i n f o r m a t i o n , knowledge and b e l i e f ? 

2 A. Yes, i t i s . 

3 Q. I f i asked you t h e q u e s t i o n s s e t f o r t h 

4 t h e r e i n t o d a y, y o u r answers would be t h e same? 

5 A. That's c o r r e c t . 

6 MR. CLEARFIELD: Now, Your Honor, 

7 we've a l s o d i s t r i b u t e d p r e v i o u s l y a document which i s 

8 e n t i t l e d -- a c t u a l l y i t ' s e n t i t l e d , The Testimony o f 

9 Barbara B i s g a i e r , and i t ' s been premarked as PGW 

10 Statement 3, C a p i t a l R, and i t c o n s i s t s o f s e v e r a l 

11 pages o f q u e s t i o n s and answers and Schedules BB-3 

12 t h r o u g h BB-6. And we ask t h a t be marked f o r 

13 i d e n t i f i c a t i o n i n t h a t manner. 

14 JUDGE FORDHAM: I t s h a l l be so marked. 

15 (Whereupon, t h e document was marked as 

16 PGW Statement No. 3-R f o r i d e n t i f i c a t i o n . ) 

17 BY MR. CLEARFIELD: 

18 Q. Ms. B i s g a i e r , you have b e f o r e you what's 

19 been marked f o r i d e n t i f i c a t i o n PGW Statement 3-R? 

20 A. I do. 

21 Q. And i s t h a t y o u r r e b u t t a l t e s t i m o n y f o r 

22 t h i s proceeding? 

23 A. Yes, t h i s i s . 

24 Q. Was i t p r e p a r e d by you o r under y o u r 

25 s u p e r v i s i o n and d i r e c t i o n ? 
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1 A. Yes, i t was. 

2 Q. Do you have any ad d i t i o n s or c o r r e c t i o n s 

3 or c l a r i f i c a t i o n s you want t o make? 

4 A. No, I don 11. 

5 Q. I s i t t r u e and c o r r e c t t o the best of your 

6 i n f o r m a t i o n , knowledge and b e l i e f ? 

7 A. Yes, i t i s . 

8 Q. I f I asked you the questions set f o r t h 

9 t h e r e i n , your answers would be the same? 

10 A. They would. 

11 MR. CLEARFIELD: Your Honor, we have a 

12 short r e j o i n d e r a t t h i s time, and — 

13 JUDGE FORDHAM: You may proceed. 

14 MR. CLEARFIELD: Thank you. 

15 BY MR. CLEARFIELD: 

16 Q. Ms. Bi s g a i e r , l o o k i n g f i r s t a t the 

17 s u r r e b u t t a l of Mr. Lelash, i n your d i r e c t testimony 

18 you i n d i c a t e d t h a t i f PGW awards a $25 m i l l i o n — I'm 

19 s o r r y — i f the PUC awards a $25 m i l l i o n r a t e 

20 increase, t h a t the r a t i n g agencies and i n s u r e r s w i l l 

21 immediately reevaluate PGW's c r e d i t r a t i n g . 

22 Mr. Lelash responded t o t h a t i n 

23 s u r r e b u t t a l and i n d i c a t e d t h a t the f a c t t h a t PGW j u s t 

24 issued $200 m i l l i o n i n long-term bonds i n d i c a t e s t o 

25 him t h a t i n v e s t o r s are not concerned about the 
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1 outcome o f t h i s case. 

2 Can you respond? 

3 A. Yes, PGW was a b l e t o i s s u e bonds, 

4 l i t e r a l l y l a s t week was t h e c l o s i n g , because t h e y 

5 s t i l l have an i n v e s t m e n t grade c r e d i t r a t i n g . They 

6 have t h e l o w e s t i n v e s t m e n t grade c r e d i t r a t i n g , b u t 

7 t h e y do have access t o t h e market because o f t h a t . 

8 A l s o because o f h a v i n g an i n v e s t m e n t 

9 grade c r e d i t r a t i n g , t h e y were a b l e t o purchase bond 

10 i n s u r a n c e which a l l o w s them t o s e l l t h e bonds as 

11 though t h e y were T r i p l e A r a t e d bonds. 

12 When PGW goes t o t h e f i n a n c i a l markets 

13 i t goes t o b o t h t h e r a t i n g agencies and t h e bond 

14 i n s u r e r s as a p r e l i m i n a r y t o o f f e r i n g t h e i r bonds t o 

15 t h e p u b l i c . And i n t h e course o f d o i n g t h a t t h e r e ' s 

16 c e r t a i n documents t h a t a r e p r e p a r e d and s u b m i t t e d 

17 t h a t d e s c r i b e how t h i n g s a r e a t PGW. 

18 And t h e most i m p o r t a n t document i s 

19 something c a l l e d t h e Independent Engineer's 

20 F e a s i b i l i t y Study. 

21 MR. CLEARFIELD: Your Honor, we'd l i k e 

22 t o have marked f o r i d e n t i f i c a t i o n as a r e j o i n d e r 

23 e x h i b i t s e v e r a l pages f r o m t h e independent 

24 c o n s u l t a n t ' s e n g i n e e r i n g r e p o r t t h a t Ms. B i s g a i e r 

25 j u s t r e f e r r e d t o . 
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1 I be l i e v e t h a t would be PGW Rejoinder 

2 E x h i b i t 5. And we have t o change t h a t d e f i n i t i o n on 

3 the top there. 

4 JUDGE FORDHAM: Instead of — 

5 MR. CLEARFIELD: Yeah, I t h i n k i f we 

6 keep w i t h the convention i t would be PGW Rejoinder 

7 E x h i b i t 5 paren B i s g a i e r . 

8 JUDGE FORDHAM: I t s h a l l be so marked. 

9 (Whereupon, the document was marked as 

10 PGW Rejoinder E x h i b i t No. 5 (Bisgaier) f o r 

11 i d e n t i f i c a t i o n . ) 

12 MR. CLEARFIELD: Thanks. 

13 BY MR. CLEARFIELD: 

14 Q. Ms. Bisg a i e r , you have before you what we 

15 j u s t marked as PGW Rejoinder E x h i b i t 5? 

16 A. I do. 

17 Q. Can you e x p l a i n what t h a t i s , please. 

18 A. Yes, as I was saying, t h a t when PGW gets 

19 ready t o market i t s bonds — and t h i s would be t r u e 

20 not j u s t o f PGW, but of a l l p u b l i c u t i l i t i e s — 

21 municipal u t i l i t i e s when they s e l l bonds -- they 

22 b r i n g i n an independent engineer f e a s i b i l i t y 

23 con s u l t a n t who evaluates both the p h y s i c a l p l a n t o f 

24 the u t i l i t y and the f i n a n c i a l c o n d i t i o n o f the 

25 u t i l i t y . 
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1 And they prepare a very extensive 

2 hundred-plus page r e p o r t . And the r a t i n g agencies 

3 and the bond i n s u r e r s place a great deal of r e l i a n c e 

4 on t h a t outside independent engineer's r e p o r t . 

5 I n the case o f t h i s bond issue, as i n 

6 the case of the l a s t several, the r e p o r t was prepared 

7 by a n a t i o n a l l y recognized f i r m i n t h a t area c a l l e d 

8 Black and Veatch. 

9 The -- I don't know what you c a l l t h i s 

10 -- the e x h i b i t t h a t Mr. C l e a r f i e l d j u s t handed you i s 

11 a p o r t i o n — an excerpt from t h a t r e p o r t t h a t has t o 

12 do w i t h the p a r t o f the r e p o r t where they look 

13 forward and make a statement t o the i n v e s t o r s about 

14 what the prospects of the company are f i n a n c i a l l y , on 

15 a going forward basis. 

16 Because o f the pendency of the r a t e 

17 case when t h i s was prepared, they had t o make a 

18 judgment about what the impact of a successful 

19 proceeding i n the r a t e case would be and include i t 

20 i n t h e i r r e p o r t . 

21 So they have r e f l e c t e d i n the r e p o r t , 

22 and t h i s again was the r e p o r t t h a t was looked a t — 

23 MR. LAWRENCE: Your Honor, the O f f i c e 

24 of Consumer Advocate i s going t o o b j e c t t o the 

25 i n t r o d u c t i o n of t h i s testimony and t h i s e x h i b i t a t 
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1 t h i s time based on the f a c t t h a t f o r one, i t ' s an 

2 u n f a i r s u r p r i s e a t t h i s stage of the proceeding. 

3 The OCA was handed t h i s document 

4 approximately a half-an-hour ago by counsel f o r PGW. 

5 We've had scant time t o review t h i s r e p o r t . Our OCA 

6 experts obviously had no time t o look a t t h i s r e p o r t . 

7 I t was prepared by an independent 

8 p a r t y outside o f these proceedings and i s not 

9 a v a i l a b l e f o r the OCA t o ask questions o f or conduct 

10 any i n v e s t i g a t i o n of i n t h i s proceeding. 

11 And the f a c t t h a t t h i s i s an 

12 incomplete document, and what I mean by t h a t i f you 

13 look a t the f i r s t page o f t e x t i t s t a r t s r e f e r r i n g t o 

14 pages 16, i n the middle o f the page, Table 17, Table 

15 10. Obviously t h i s i s an excerpt from a l a r g e r 

16 r e p o r t t h a t OCA has not had access t o , has not been 

17 given — has not been given the a v a i l a b i l i t y t o 

18 i n v e s t i g a t e p r i o r t o Ms. Bisgaier's testimony here 

19 t h i s morning. 

20 Based on t h a t , the OCA would move t o 

21 have t h i s e x h i b i t s t r i c k e n from the record, and any 

22 testimony t h a t Ms. Bisgaier has given t o t h i s p o i n t 

23 i n regards t o t h i s e x h i b i t be s t r i c k e n from the 

24 record. 

25 MR. CLEARFIELD: W e l l , i t ' s not 
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1 improper i n any way, Your Honor. 

2 F i r s t of a l l , t h i s i s the Rejoinder t o 

3 Mr. Lelash's testimony which we received Tuesday 

4 n i g h t , about a week ago. So I don't — t h i s i s the 

5 forum, i f you w i l l , i n which was e s t a b l i s h e d three 

6 months ago t h a t PGW would be able t o respond t o 

7 s u r r e b u t t a l . And we've had about 5 business days t o 

8 examine. 

9 His testimony t h a t we're responding t o 

10 i s i n d i r e c t response t o h i s testimony as i s 

11 i n d i c a t e d on pages 10 and 11 o f h i s testimony. He 

12 references Ms. Bisgaier's statement about the f a c t 

13 t h a t the investment community, the i n s u r e r s and the 

14 r a t i n g agencies, were going t o reevaluate PGW's 

15 c r e d i t . 

16 And he says, the f a c t t h a t we were 

17 able t o issue $200 m i l l i o n worth of bonds, which by 

18 the way j u s t happened a few days ago, i s i n d i c a t i o n 

19 t h a t they're not concerned about the outcome o f t h i s 

20 r a t e case. 

21 Ms. Bis g a i e r i s responding d i r e c t l y t o 

22 t h a t , and i s r e f e r e n c i n g t h i s e x h i b i t t o show t h a t , 

23 i n f a c t , the r e p o r t t h a t accompanied the bonds t o the 

24 i n v e s t o r s had a secti o n which made c e r t a i n 

25 assumptions about the r a t e case. This i s the basis, 
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1 i f you w i l l , t h i s i s the i n f o n n a t i o n t h a t was before 

2 the bond holders. 

3 Now, we're not o f f e r i n g t h i s f o r the 

4 t r u t h of the statements t h a t are contained i n Mr. — 

5 i n the Black and Veatch r e p o r t . We're o f f e r i n g i t t o 

6 show t h a t , i n f a c t , i t was made. So i t ' s not hearsay 

7 i n any way, and I don't b e l i e v e i t ' s improper. 

8 F i n a l l y , I would note, and I'm sure — 

9 I'm sure Mr. Lawrence j u s t overlooked t h i s , t h a t t h i s 

10 o f f i c i a l statement was provided t o OCA and a l l the 

11 p a r t i e s e l e c t r o n i c a l l y as soon as i t was issued, as 

12 soon as i t was f i n a l , both as p a r t o f a response t o 

13 an I n t e r r o g a t o r y and because i n Section 2212 --

14 f o r g i v e me, I can't remember the exact subsection — 

15 we're a c t u a l l y r e q u i r e d t o provide documents t h a t we 

16 provide — t h a t we used t o provide t o the C i t y 

17 Council i n t h i s format, and the Gas Commission w i t h 

18 respect t o bonds. 

19 We're also supposed t o f i l e them w i t h 

20 the PUC. And t h i s i s , i n f a c t , f i l e d w i t h the PUC, 

21 the e n t i r e document, and Mr. McNulty. 

22 Now, i f the problem i s t h a t there's 

23 only a few pages t h a t we've excerpted, we'd be happy 

24 t o make the whole 150-page o f f i c i a l statement an 

25 e x h i b i t , or we can agree t o make i t an item by 
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1 r e f e r e n c e . As I s a i d , a l l t h e p a r t i e s have t h e 

2 document. T h i s i s e n t i r e l y a p p r o p r i a t e , and I 

3 b e l i e v e i t ' s v e r y i m p o r t a n t t o p r e s e n t — t o respond 

4 t o t h i s t e s t i m o n y t h a t we j u s t r e c e i v e d . 

5 JUDGE FORDHAM: Mr. C l e a r f i e l d , when 

6 was t h i s f i l e d w i t h t h e Commission? 

7 MR. CLEARFIELD: I ' d have t o check 

8 e x a c t l y , Your Honor, b u t I b e l i e v e i t was n o t l a s t 

9 week b u t t h e m i d d l e o f t h e week b e f o r e . I can — I 

10 can check w i t h my s e c r e t a r y , you know, a t brea k , and 

11 ask her t o g e t t h e e x a c t day. 

12 JUDGE FORDHAM: That i s when i t was 

13 s e n t t o PGW? 

14 MR. CLEARFIELD: I t was s e n t t o t h e 

15 o t h e r p a r t i e s a t t h a t t i m e . 

16 JUDGE FORDHAM: Yeah, I mean f r o m 

17 B l a c k and Veatch. 

18 MR. CLEARFIELD: The Bl a c k and Veatch 

19 r e p o r t was a t t a c h e d t o t h e o f f i c i a l s t a t e m e n t . The 

20 o f f i c i a l s t a t e m e n t was f i n i s h e d once t h e bonds — i t 

21 becomes f i n a l once t h e bonds a r e c l o s e d , I guess, and 

22 i t was r e l a t i v e l y a few days a f t e r t h a t t h a t we s e n t 

23 i t o u t . I t ' s n o t o f f i c i a l u n t i l t h a t a c t u a l l y 

2 4 happens. 

25 JUDGE FORDHAM: And t h e p a r t i e s have 
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1 an e l e c t r o n i c v e r s i o n s e n t as p a r t o f yo u r Response 

2 t o I n t e r r o g a t o r i e s . 

3 MR. CLEARFIELD: The p a r t i e s were s e n t 

4 an e l e c t r o n i c v e r s i o n , Your Honor. 

5 JUDGE FORDHAM: Mr. Lawrence. 

6 MR. LAWRENCE: Your Honor, s u b j e c t t o 

7 check, I would n o t d i s a g r e e w i t h c o u n s e l f o r PGW t h a t 

8 we may have a copy o f t h i s document, a l t h o u g h I have 

9 no independent knowledge o f t h a t . 

10 However, i t i s s t i l l a f a c t t h a t t h e 

11 p e o p l e who p r e p a r e d t h i s r e p o r t a r e n ' t on t h e w i t n e s s 

12 l i s t f o r PGW. They a r e n o t w i t n e s s e s i n t h i s 

13 p r o c e e d i n g , and we s t i l l o b j e c t on t h a t b a s i s , t h a t 

14 t h e s e documents s h o u l d n o t be b r o u g h t i n t o evidence 

15 a t t h i s p o i n t . 

16 MR. CLEARFIELD: Your Honor, t h i s i s 

17 an o f f i c i a l document. I t ' s f i l e d w i t h t h e Commission 

18 and we're n o t o f f e r i n g i t — 

19 JUDGE FORDHAM: Okay. T h i s — Mr. 

20 C l e a r f i e l d has i n d i c a t e d t h a t Ms. B i s g a i e r i s 

21 r e s p o n d i n g t o Mr. Lelas h ' s s u r r e b u t t a l , pages 10 and 

22 1 1 , which i n d i c a t e s t h a t Mr. L e l a s h l o o k e d a t Ms. 

23 B i s g a i e r ' s t e s t i m o n y on page 10 and i n d i c a t e s t h a t 

24 PGW's r a t i n g agencies and bond i n s u r e r s would 

25 i m m e d i a t e l y r e e v a l u a t e PGW's c r e d i t . And t h e y were 
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1 w a i t i n g f o r the Decision. 

2 And Mr. Lelash s a i d t h a t he does not 

3 b e l i e v e t h a t the lenders are w a i t i n g f o r the 

4 Decision. 

5 I b e l i e v e t h a t what Ms. Bis g a i e r i s 

6 going t o t e s t i f y t o , although I cannot say f o r sure, 

7 i s t h a t they are not w a i t i n g — they are w a i t i n g . 

8 She has i n d i c a t e d t h a t . 

9 Further i n terms o f the t r u t h o f the 

10 document, what e x a c t l y i s i n there, we don't need t o 

11 know t h a t , b ut I w i l l allow her t o respond t o Mr. 

12 Lelash. 

13 MR. CLEARFIELD: Thanks, Your Honor. 

14 BY MR. CLEARFIELD: 

15 Q. Can you proceed or do you need another 

16 question? 

17 A. No, I t h i n k I can proceed. B a s i c a l l y , the 

18 bond i n s u r e r s and the r a t i n g agencies, i n doing t h e i r 

19 pre-sale e v a l u a t i o n of PGW, r e l y h e a v i l y on the 

20 outside r e p o r t . And i n the outside r e p o r t Black and 

21 Veatch t a l k about s p e c i f i c a l l y what the b e n e f i t s t o 

22 PGW would be i f they were successful i n the r a t e 

23 case, and — 

24 Q. So we're assuming t h a t the — 

25 A. Yes, they were assuming t h a t PGW would be 
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1 successful, and t h a t based on t h a t success, they d i d 

2 a p r o j e c t i o n of what the f i n a n c i a l p o s i t i o n o f PGW 

3 would be i n a 5-year planning p e r i o d going forward 

4 from t h i s date. 

5 And the issues s p e c i f i c a l l y t h a t they 

6 addressed were what the impact o f the r a t e increase 

7 would mean t o PGW. And they -- a t the bottom of page 

8 B-8 o f t h i s e x h i b i t — B-58, r a t h e r , of the e x h i b i t , 

9 they l i s t seven items t h a t they b e l i e v e would be 

10 accomplished i f PGW were successful. 

11 They would have the a b i l i t y t o cover 

12 the non-gas operating expenses and i n t e r e s t t h a t have 

13 a r i s e n since the 2002 case, provide s u f f i c i e n t funds 

14 t o meet gas service coverage on a l l the outstanding 

15 bonds, i n c l u d i n g the $200 m i l l i o n o f bonds t h a t were 

16 proposed t o be issued, insure adequate l i q u i d i t y f o r 

17 the company t h a t would be generated i n t e r n a l l y t o pay 

18 the $45 m i l l i o n C i t y loan i n f u l l by 2008, t o 

19 recommence making the annual payment of $18 m i l l i o n 

20 t o the C i t y i n 2011, t o repay the commercial paper, 

21 not t o get r i d of i t , but t o repay i t so i t would 

22 remain as a f a c i l i t y t h a t PGW could r e l y on, but not 

23 have i t f u l l y l e n t out a t any given time, and t o 

24 provide f o r a d d i t i o n a l debt r e d u c t i o n so t h a t PGW 

25 could avoid going i n t o the bond market as f r e q u e n t l y 
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1 as i t has i n the past and s t a r t t o w h i t t l e away a t 

2 i t s very high debt l e v e l . 

3 JUDGE FORDHAM: Mr. C l e a r f i e l d , before 

4 you proceed, I would j u s t note t h a t the o b j e c t i o n of 

5 OCA i n terms of not being able t o cross-examine Black 

6 and Veatch, t h a t these th i n g s t h a t were l i s t e d by Ms. 

7 Bi s g a i e r were j u s t things t h a t they i n d i c a t e d , and we 

8 w i l l not take t h a t i n t o c o n s i d e r a t i o n when we make a 

9 Decision. 

10 MR. CLEARFIELD: Thank you, Your 

11 Honor. 

12 BY MR. CLEARFIELD: 

13 Q. Let's t u r n t o another subject i n t h i s , Ms. 

14 B i s g a i e r . At page 11 o f h i s s u r r e b u t t a l , Mr. Lelash 

15 suggests t h a t you have sa i d t h a t PGW's c u r r e n t 

16 f i n a n c i a l problems are a r e s u l t o f management 

17 dy s f u n c t i o n and the b i l l i n g system problems t h a t PGW 

18 experienced i n the mid t o l a t e '90s. 

19 I s t h a t what you sa i d , and i s t h a t 

20 true? 

21 A. I don't b e l i e v e i t ' s what I sai d , and I 

22 don't b e l i e v e i t ' s t r u e . 

23 C e r t a i n l y the man — the frequent 

24 management changes over the p e r i o d o f 2000 — 1992 t o 

25 2000 were u n s e t t l i n g t o the company. I would agree 
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1 t h a t the b i l l i n g system was one o f the th i n g s t h a t 

2 had a severe f i n a n c i a l impact on the company. 

3 The other t h i n g included the f a c t t h a t 

4 over t h a t time p e r i o d PGW had no r a t e increases. So 

5 they were having t o make do w i t h rates t h a t were set 

6 p r i o r t o 1992. They experienced i n the l a t e 1990s 

7 e x t r a o r d i n a r i l y warm weather, which had an impact on 

8 reducing margins i n the company. 

9 The b i l l i n g system f a i l u r e t h a t when 

10 i t was introduced i n 1999, had s p e c t a c u l a r l y negative 

11 impact on the company. And, then the severe 

12 skyrocketing o f gas p r i c e s also c o n t r i b u t e d t o the 

13 f i n a n c i a l d i s t r e s s of PGW. 

14 Q. On page 10 of Mr. Lelash's s u r r e b u t t a l he 

15 suggests t h a t i t ' s not necessary t o address PGW's 

16 a l l e g e d lack o f l i q u i d i t y or i t s high debt l e v e l s i n 

17 i t s c a p i t a l s t r u c t u r e i n t h i s r a t e case because these 

18 are not t e s t year problems, and PGW can always f i l e 

19 f o r a d d i t i o n a l rates i n the f u t u r e t o address them. 

20 Can you respond? 

21 A. Well, I ' d l i k e t o d i v i d e my answer i n t o 

22 two p a r t s . The f i r s t i s t h a t I do b e l i e v e t h a t t h i s 

23 r a t e case addresses a problem i n the t e s t year. 

24 I've had the o p p o r t u n i t y t o review Mr. 

25 Bogdonavage's e x h i b i t , JR pardon me — JRB-8, and 
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1 i n JRB-8, Mr. Bogdonavage has modeled the impact of a 

2 $25 m i l l i o n r a t e increase on PGW t o determine what 

3 the company would look l i k e , both i n the t e s t year 

4 and a going forward basis. And b a s i c a l l y what t h a t 

5 shows i s t h a t PGW would end the year w i t h $50 m i l l i o n 

6 of cash. But t h a t cash would have been generated by 

7 borrowing. 

8 At the same time t h a t they have $50 

9 m i l l i o n i n cash, i t would have $95 m i l l i o n o f 

10 commercial paper outstanding. 

11 So, i n e f f e c t , they have a negative 

12 $45 m i l l i o n . A negative $45 m i l l i o n i f they were t o 

13 be f o r c e d t o use t h e i r cash t o pay down the 

14 commercial paper. So they have no cash t h a t was 

15 generated from t h e i r i n t e r n a l operation. Which my 

16 understanding i s t h a t t h a t forces them t o — they're 

17 not i n compliance w i t h the Management Agreement which 

18 requires them to have cash and cash eq u i v a l e n t 

19 included i n r a t e . 

20 The only way they have cash i s by 

21 borrowing. 

22 Q. What about the debts and l e v e l o f debt; i s 

23 t h a t a problem i n the t e s t year as well? 

24 A. I t ' s a problem i n the t e s t year because 

25 t h e i r debt i s so extensive, and 
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1 Q. And the l e v e l ? 

2 A. The l e v e l of debt i s — they have a debt 

3 t o e q u i t y r a t i o o f 83 percent which i s 

4 e x t r a o r d i n a r i l y high. 

5 And , then I gues s the — 

6 Q. What about the f a c t t h a t t h i s can be 

7 r e p a i r e d i n f u t u r e cases alle g e d l y ? 

8 A. Well, i f the second p a r t of the — t h a t 

9 p o i n t i s t h a t because of the s i t u a t i o n o f having no 

10 cash and no i n t e r n a l l y generated funds, PGW w i l l not 

11 have the a b i l i t y over the next f i v e years t o pay down 

12 bonds or t o avoid -- and k i n d of the more s i g n i f i c a n t 

13 p o i n t , t o avoid i s s u i n g new bonds. 

14 And the JRB-8 e x h i b i t includes the 

15 need t o issue two a d d i t i o n a l s e r i e s of bonds over the 

16 f i v e - y e a r time horizon. That would increase PGW's 

17 annual debt service by $35 m i l l i o n , from about 90 a 

18 year, or about $91 m i l l i o n t o $126 m i l l i o n . 

19 PGW -- PGW's coverage requirement 

20 req u i r e s them t o set ra t e s t o cover t h a t by 1.5 

21 times, one-and-a-half times. So the $35 m i l l i o n 

22 increase i n debt service s t a r t — t h a t would 

23 accumulate and h i t i n 2012 would r e q u i r e them t o 

24 r a i s e $52 m i l l i o n a year i n ra t e s t o cover t h a t 

25 o b l i g a t i o n . And they would have t o r a i s e t h a t i n 
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1 r a t e s f o r 27 y e a r s a f t e r t h a t . So t h e p o i n t i s t h a t 

2 i f t h i s i s n ' t addressed now, t h e Company would be 

3 j u s t t e e d up t o n o t s o l v e t h e problem i n t h e f u t u r e , 

4 b u t have t h e problem become s u b s t a n t i a l l y worse. 

5 Q- L e t ' s j u s t d e a l w i t h t h i s i s s u e . I n y o u r 

6 r e b u t t a l you s a i d t h a t you weren't f a m i l i a r w i t h t h e 

7 d e t a i l s o f t h e r e g u l a t o r y e v a l u a t i o n o f r a t e s . But 

8 Mr. L e l a s h suggests i n h i s s u r r e b u t t a l t h a t y o u r 

9 t e s t i m o n y on t h e a p p r o p r i a t e n e s s o f l o o k i n g beyond 

10 t h e t e s t y e a r s h o u l d be d i s c o u n t e d f o r t h a t reason. 

11 Can you respond t o t h a t , Ms. B i s g a i e r ? 

12 A. Yeah, I'm --

13 Q. I t ' s page 5 and 6 o f h i s s u r r e b u t t a l . 

14 A. I'm n o t an e x p e r t i n t h e procedures o f t h e 

15 PUC. And p a r t i c u l a r l y d o n ' t know a l l o f t h e terms o f 

16 a r t and c o n v e n t i o n t h a t you use, b u t what I am 

17 f a m i l i a r w i t h i s PGW, t h e cash f l o w method o f s e t t i n g 

18 r a t e s , and t h e need t o l o o k beyond one y e a r when you 

19 know t h a t t h e r e ' s t h i s g i a n t p r o b l e m l o o m i n g o u t 

20 t h e r e , and i f i t ' s n o t d e a l t w i t h now, i t ' s o n l y 

21 g o i n g t o g e t worse. 

22 MR. HINERMAN: Excuse me, Your Honor. 

23 Could we have a c l a r i f i c a t i o n o f e x a c t l y where i n 

24 s u r r e b u t t a l t h i s was? 

25 MR. CLEARFIELD: I b e l i e v e i t was on 
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1 Mr. Lelash's testimony on page 5 and 6 where he 

2 references Ms. Bisgaier's a l l e g e d lack o f 

3 f a m i l i a r i t y . 

4 I found my copy. Oh, I'm sorry. I t ' s 

5 on page 6, by her own admission I don't want t o 

6 read i t i n again. I t ' s bad enough the f i r s t time. 

7 Page 6, Ms. Bisgaier's r e b u t t a l . 

8 That's what we're responding t o . We're responding t o 

9 t h a t . 

10 MR. HINERMAN: Thank you. 

11 BY MR. CLEARFIELD: 

12 Q. Let's t u r n t o Mr. Plonski's testimony f o r 

13 a moment. He dismisses your testimony t h a t PGW would 

14 not have adequate l i q u i d i t y i f i t only receives a $25 

15 m i l l i o n r a t e increase i n p a r t by i n d i c a t i n g t h a t you 

16 have not included an analysis o f a l l items e a s i l y 

17 converted t o cash, such as gas i n v e n t o r i e s , c a p i t a l 

18 funding funds, accounts r e c e i v a b l e , t h a t he alleges 

19 r a t i n g agencies acknowledge are items t h a t could be a 

20 l e g i t i m a t e p a r t of a v a i l a b l e working c a p i t a l f o r the 

21 company. 

22 I n your opinion, how would the 

23 investment community and the r a t i n g agencies respond 

24 i f PGW met i t s working c a p i t a l on a re g u l a r basis by, 

25 f o r example, s e l l i n g gas i n v e n t o r i e s or f a c t o r i n g 
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1 accounts receivable? 

2 A. Well, those are obviously two very 

3 d i f f e r e n t t h i n g s , b ut s e l l i n g gas, t h a t ' s a l l PGW has 

4 t o make money w i t h , and they would view t h a t as a 

5 disa s t r o u s means o f funding working c a p i t a l . 

6 I f they were t o s e l l the gas, a l l 

7 they'd have t o do i s go out and buy i t again t o 

3 remain a v i a b l e company. 

9 So t h a t r e a l l y — s e l l i n g i n v e n t o r y i s 

10 h a r d l y what the — anybody would view as l i q u i d i t y or 

11 working c a p i t a l . 

12 Q. But the Company — you're aware t h a t the 

13 Company i n the past couple years has engaged i n gas 

14 cost d e f e r r a l t r a n s a c t i o n s , are you not? 

15 A. I am. 

16 Q. You're aware t h a t the Company e f f e c t i v e l y 

17 delayed i t s o b l i g a t i o n t o pay f o r n a t u r a l gas u n t i l 

18 some p o i n t i n the f u t u r e ; i s t h a t r i g h t ? 

19 A. That's r i g h t . 

20 Q. How d i d the investment community view 

21 those transactions? 

22 A. They also — they view those as an 

23 expensive way f o r PGW t o deal w i t h t h e i r cash f l o w 

24 problems. 

25 I n the gas d e f e r r a l deals, PGW i s 
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1 e s s e n t i a l l y e n t e r i n g i n t o an agreement w i t h a gas 

2 p r o v i d e r who says, I'11 d e l i v e r the gas t o you now 

3 and you can pay me f o r i t l a t e r . 

4 Well, they don't do t h a t f o r f r e e . 

5 And they do i t as t h e i r cost of funds, which i s a 

6 taxable cost of funds. I t ' s k i n d o f l i k e a sub-prime 

7 mortgage. They've got you where they want you and 

8 they can charge f u l l y , and they do f o r t h a t . 

9 So i t ' s viewed as a weakness of PGW by 

10 the c r e d i t agencies, t h a t they have t o r e l y on deals 

11 l i k e t h a t t o manage t h e i r cash f l o w over the w i n t e r . 

12 Q. Are they always avai l a b l e ? 

13 A. PGW has, i n the past, had several 

14 d i f f e r e n t p r oviders of these deals, but a t i t s most 

15 f i n a n c i a l l y stressed p o i n t i n the past, there was 

16 only one provided who i s even w i l i n g t o e n t e r t a i n 

17 doing these deals w i t h PGW because they perceive, 

18 l i k e the f i n a n c i a l market, t h a t there was a r i s k i n 

19 doing a f i n a n c i a l t r a n s a c t i o n where they had t o w a i t 

20 t o get p a i d by PGW. 

21 There would be some r i s k i n the f u t u r e 

22 i f PGW's c o n d i t i o n were t o worsen t h a t t h i s would 

23 cease t o be an o p p o r t u n i t y f o r t h a t reason, because 

24 the gas p r o v i d e r s j u s t wouldn't take the r i s k , and 

25 they would e s s e n t i a l l y demand cash before they 
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1 d e l i v e r e d gas. 

2 Q. I f you know, are we t a l k i n g about several 

3 m i l l i o n d o l l a r s o f cash t h a t would be produced or 

4 hundreds of m i l l i o n s ? 

5 A. I n the tens of m i l l i o n s . 

6 Q. Mr. Plonski also suggested t h a t PGW could 

7 also u t i l i z e i t s c a p i t a l funds derived from proceeds 

8 from long-term bonds as a source o f working c a p i t a l . 

9 Again, how does the f i n a n c i a l 

10 community and the r a t i n g agencies view PGW's use of 

11 i t s c a p i t a l funds t o pay f o r day-to-day operations? 

12 A. Well, there are two p a r t s t o t h a t , I 

13 t h i n k . One i s t h a t PGW's not allowed t o do t h a t 

14 except on an i n t e r i m basis, and i t must repay t h a t 

15 money by the end of i t s f i s c a l year. So i t can use 

16 i t f o r i n t e r i m purposes, but i t has t o put i t back by 

17 August 30th o f every year. 

18 The second t h i n g i s , the Federal Tax 

19 Code doesn't l e t you use the money f o r t h a t . I t 

20 req u i r e s you t o use the money f o r c a p i t a l purposes. 

21 I t doesn't l e t you borrow on a tax exempt basis t o 

22 fund operations. 

23 So when the f i n a n c i a l market sees PGW 

24 using t h a t as a source o f l i q u i d i t y d u r i n g the course 

25 o f the year, i t sends a s i g n a l t o the market, the 
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1 p e o p l e who f o l l o w t h i s , t h a t PGW i s n o t a b l e , f r o m 

2 i t s own f u n d s , t o pay f o r t h e normal c o s t o f 

3 o p e r a t i o n s , and i t has t o d i p i n t o i t s c a p i t a l money. 

4 Q. I s t h e r e any a c c u m u l a t i v e e f f e c t o f t h e 

5 use o f a l l these f a c t o r s t h a t t h e i n v e s t i n g community 

6 o r t h e r a t i n g agencies r e a l i z e ? 

7 A. The c u m u l a t i v e o f a l l o f these i s a 

8 p r e s e n t a t i o n t o t h e f i n a n c i a l market t h a t says, PGW 

9 does a whole s e r i e s o f moves, i f you w i l l , 

10 t r a n s a c t i o n s , t h e d e f e r r a l , t h e b o r r o w i n g f r o m 

11 c a p i t a l , t o g e t t h r o u g h t h e y e a r . 

12 I f you l o o k a t PGW's bonds, i t ' s a 

13 h i g h l y l e v e r a g e d company. I f you add t o t h a t t h e 

14 f a c t t h a t i t ' s b o r r o w i n g f o r o p e r a t i n g expenses a l l 

15 y e a r l o n g , i t has no i n t e r n a l l y g e n e r a t e d f u n d s . I 

16 would a n a l o g i z e t h e bonds t o a home mortgage t h a t 

17 y o u ' r e p a y i n g , and, t h e n you're b o r r o w i n g t o pay f o r 

18 f o o d and t r a n s p o r t a t i o n , and n o t p r o d u c i n g enough 

19 revenue t o s i m p l y cover y o u r c o s t s . 

20 Q- What's t h e e f f e c t o f a l l t h a t on t h e view 

21 o f PGW i n t h e f i n a n c i a l community? 

22 A. W e l l , t h e f i n a n c i a l community f e e l s t h a t 

23 PGW l u r c h e s f r o m c r i s i s t o c r i s i s and t h e y ' r e always 

24 3 t r i s k t h a t t h e l a c k o f r e a l cash w o r k i n g c a p i t a l 

25 g e n e r a t e d f r o m r a t e s i s g o i n g t o p u t them i n a 
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1 p o s i t i o n where a c r i s i s might h i t and they would have 

2 no more o p p o r t u n i t y t o use one of these techniques, 

3 and r e a l l y i t could put PGW i n a p o s i t i o n o f not 

4 being a v i a b l e f i n a n c i a l — 

5 Q- Does the increased r i s k cause costs today? 

6 A. Yes, i t does. I mean, PGW pays top d o l l a r 

7 f o r a l l o f these borrowings t h a t i t does. Even when 

8 i t s e l l s i t s bonds, the f a c t t h a t the bonds are 

9 T r i p l e A should insure i n v e s t o r s t h a t they're going 

10 t o get pai d . 

11 Because of PGW's un d e r l y i n g c r e d i t 

12 r a t i n g , many i n v e s t o r s can't even buy i t w i t h bond 

13 insurance, and t h a t t r a n s l a t e s i n t o higher i n t e r e s t 

14 r a t e s on PGW's bonds. 

15 Q. Just t o summarize, what does the f i n a n c i a l 

16 community and the r a t i n g agencies expect t o see i n 

17 order t o view PGW as a safe, s t a b l e , going concern 

18 company? 

19 A. As they do w i t h a l l municipal u t i l i t i e s , 

20 they expect rates t o be s u f f i c i e n t t o operate the 

21 company, pay i t s b i l l s , and not have t o r e s o r t t o a 

22 whole p e r i o d o f one o f f t r a n s a c t i o n s i n order t o make 

23 i t through from year t o year. 

24 MR. CLEARFIELD: Thank you. Your 

25 Honor, t h a t ' s a l l we have. 
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1 JUDGE JONES: I'm sorr y . I'm w r i t i n g 

2 your testimony. I'm sorr y . 

3 I have OCA and OTS, OTS having 

4 extensive cross. I s OTS w i l l i n g t o go f i r s t and, 

5 then f o l l o w e d by OCA? 

6 MS. KASTER: Yes, Your Honor. 

7 JUDGE JONES: And Ms. Kaster, you w i l l 

8 be p r o v i d i n g the cross? 

9 MS. KASTER: That i s c o r r e c t . Your 

10 Honor. 

11 JUDGE JONES: You may proceed, Ms. 

12 Kaster. 

13 MS. KASTER: Your Honor, may we take a 

14 b r i e f moment t o discuss r e j o i n d e r testimony? 

15 JUDGE JONES: We'll take a 10-minute 

16 break. 

17 MS. KASTER: Also, before we take the 

18 break, I note f o r the record t h a t I b e l i e v e i n our 

19 updated cross-examination m a t r i x we i n d i c a t e d t h a t we 

20 have l i m i t e d cross. 

21 JUDGE JONES: Okay. 

22 (Recess) 

23 JUDGE FORDHAM: We're back on the 

24 record. 

25 This morning when counsel entered 
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1 t h e i r appearance, I d i d not note t h a t the f o l l o w i n g 

2 was not here: counsel f o r PECO Energy, counsel f o r 

3 Archdiocese. PICGUG counsel infonned the Judges t h a t 

4 she would not be present a t any f u r t h e r hearings 

5 because her witnesses had been completed. 

6 IGS informed the Judges t h a t he — 

7 counsel informed us t h a t he would be present t h i s 

8 afternoon f o r Mr. Lelash. 

9 And Hess counsel has informed us t h a t 

10 he would not be present a t any f u r t h e r hearings 

11 because h i s business was completed the f i r s t day. 

12 And I b e l i e v e Mr. C l e a r f i e l d has an 

13 a d d i t i o n regarding the p r i o r e x h i b i t , the Rejoinder 

14 e x h i b i t . 

15 MR. CLEARFIELD: Yes, Your Honor. 

16 Just f o r c l a r i t y of the record, I've been informed 

17 t h a t PGW f i l e d the o f f i c i a l statement w i t h the 

18 Secretary on May 8th, and t h a t would have been sent 

19 out t o the p a r t i e s on t h a t day. 

20 And again j u s t t o c l a r i f y , the s e c t i o n 

21 t h a t I was r e f e r r i n g t o , the s p e c i f i c subsection of 

22 2312 t h a t requires PGW t o f i l e t h a t w i t h the 

23 Secretary i s 2312e, small E. 

24 And I want t o thank OTS f o r lending me 

25 t h e i r copy o f the Public U t i l i t y Code. 
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1 JUDGE JONES: Thank you, Mr. 

2 C l e a r f i e l d . Ms. Kaster, we're ready f o r your cross. 

3 MS. KASTER: Thank you, Your Honor. 

4 CROSS-EXAMINATION 

5 BY MS. KASTER: 

6 Q. Good morning, Ms. Bis g a i e r . My name i s 

7 A l l i s o n Kaster, and I'm a prosecutor i n the 

8 Commission's O f f i c e of T r i a l S t a f f . I j u s t have a 

9 few questions f o r you today about your — mainly 

10 about your r e b u t t a l testimony. How long has PGW been 

11 operating and p r o v i d i n g service? 

12 A. For over 100 years. I'm not sure the 

13 exact — f o r over 100 years. 

14 Q. Can I j u s t r e f e r you q u i c k l y t o your 

15 r e b u t t a l testimony, page 5, l i n e 18. 

16 On l i n e 18 through 19 you s t a t e t h a t 

17 PGW needs t o generate s u f f i c i e n t cash from operations 

18 t o meet i t s o b l i g a t i o n s on a t i m e l y basis. 

19 For how many o f those over 100 years 

20 t h a t PGW has been operating has there g e n e r a l l y been 

21 i n t e r n a l funds s u f f i c i e n t t o meet i t s o b l i g a t i o n s ? 

22 A. For the vast m a j o r i t y o f t h a t — pardon 

23 me. For the vast m a j o r i t y of t h a t time p e r i o d i t 

24 d i d . 

25 I t wasn't u n t i l e i t h e r 1992 or 1993, 
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1 and I d o n ' t r e c a l l s p e c i f i c a l l y , b u t i n t h a t t i m e 

2 frame t h a t i t began t o n o t g e n e r a t e s u f f i c i e n t cash 

3 f r o m o p e r a t i o n s t o s u s t a i n i t s e l f . 

4 Q. And on page 8 o f y o u r r e b u t t a l , l i n e 19 

5 t h r o u g h 2 1 , you d i s c u s s t h a t under t h e cash f l o w 

6 methodology i t ' s y o ur o p i n i o n t h a t PGW m i g h t have a t 

7 l e a s t 200 days o f cash on hand; i s t h a t c o r r e c t ? 

8 A. I do n ' t t i e i t t o t h e cash f l o w 

9 methodology. I s a i d t h a t t h a t i s t h e s t a n d a r d t h a t 

10 i s used by t h e r a t i n g agencies t o measure l i q u i d i t y 

11 i n a company. They measure l i q u i d i t y as b e i n g cash, 

12 w o r k i n g c a p i t a l , as w e l l as an a b i l i t y t o borrow on a 

13 s h o r t - t e r m b a s i s . 

14 I n t h i s i n s t a n c e t h e y ' r e t a l k i n g about 

15 a c t u a l cash, and i t i s based on t h e s t a n d a r d s . I t ' s 

16 based on how o t h e r u t i l i t i e s a c r oss t h e c o u n t r y 

17 p e r f o r m . 

18 Q. As s u p p o r t f o r t h e p o s i t i o n t h a t you j u s t 

19 a r t i c u l a t e d , you p r o v i d e d an e x h i b i t i d e n t i f i e d as 

20 BB-3, which shows t h e days o f l i q u i d i t y i n d e b t t o 

21 aggregate r a t i o s f o r hundreds o f — s e v e r a l hundred 

22 o f u t i l i t i e s . To be s p e c i f i c i t c o n s i s t s o f f i v e 

23 pages, v e r y s m a l l y spaced. 

24 And on t h i s e x h i b i t t h e second column 

25 i d e n t i f i e s t h e days o f l i q u i d i t y f o r t h e i d e n t i f i e d 
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1 m u n i c i p a l companies , c o r r e c t ? 

2 A. C o r r e c t . 

3 Q. Would you agree w i t h me t h a t l i q u i d i t y i s 

4 n o t d e f i n e d on t h i s e x h i b i t ? 

5 A. That's c o r r e c t . 

6 Q. And can you p l e a s e e x p l a i n t o me what y o u r 

7 u n d e r s t a n d i n g o f t h e d e f i n i t i o n o f l i q u i d i t y i s as 

8 p e r t a i n i n g t o t h i s e x h i b i t ? 

9 A. I have a v e r y s p e c i f i c u n d e r s t a n d i n g o f 

10 t h i s d e f i n i t i o n because t h i s i s — excuse me — t h i s 

11 i s a r e p o r t t h a t was assembled f r o m a sur v e y t h a t was 

12 done by t h e American Waterworks A s s o c i a t i o n , and t h i s 

13 was s e l f - r e p o r t i n g by each o f these e n t i t i e s so t h a t 

14 each o f them chose t h e i r own d e f i n i t i o n o f l i q u i d i t y . 

15 So I c a n ' t say t h a t t h e r e i s one 

16 s p e c i f i c d e f i n i t i o n t h a t t h e y a l l adhered t o . 

17 Q. Would you agree t h a t a p p r o x i m a t e l y 20 o f 

18 t h e u t i l i t i e s i d e n t i f i e d i n t h i s e x h i b i t have 10 

19 y e a r s o r more o f l i q u i d i t y ? 

20 A. I d i d n ' t c ount -- t h a t ' s p r o b a b l y t r u e . 

21 Q. For example, on page 2 o f BB-3 t h e C i t y o f 

22 Newark, Ohio, t h e D i v i s i o n o f Water and Wastewater 

23 has i d e n t i f i e d t h a t i t has 100,075 days o f l i q u i d i t y . 

24 Would you agree w i t h me t h a t t h i s 

25 equates t o over 274 y e a r s o f l i q u i d i t y ? 
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1 A. I f t h a t ' s the a r i t h m e t i c , sure. 

2 Q. And also on the same page, t h i s i s another 

3 example, the C i t y o f Idaho F a l l s i n d i c a t e d t h a t they 

4 have 34,752 days l i q u i d i t y . And would you agree, 

5 subject t o check, t h a t t h a t equates t o 95 years? 

6 A. Yes. 

7 Q. Would you f u r t h e r agree w i t h me, again 

8 subject t o check, t h a t 21 o f the u t i l i t i e s l i s t e d on 

9 BB-3 have i n d i c a t e d t h a t they have 0 percent equity? 

10 A. Yes, and the reason f o r t h a t would be t h a t 

11 even i f they have no debt themselves, or some other 

12 e n t i t y has issued debt f o r them. 

13 So f o r example, i f you had a municipal 

14 water department, and the c i t y issued general 

15 o b l i g a t i o n bonds t o fund the c a p i t a l requirements f o r 

16 t h a t water department, the water department, i t s e l f , 

17 would have no debt. 

18 Q. Do you have any personal knowledge of 

19 that? 

20 A. Yes. Yes. 

21 Q. For a l l — a t l e a s t 21 or 20 u t i l i t i e s 

22 t h a t have 0 percent equity? 

23 A. No, but I know how -- I have knowledge of 

24 t h a t being a format t h a t ' s used i n various 

25 governmental e n t i t i e s . 
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1 Q. T u r n i n g your a t t e n t i o n back t o t h e C i t y o f 

2 Idaho F a l l s , we p r e v i o u s l y d i s c u s s e d t h a t t h e y have 

3 95 y e a r s o f l i q u i d i t y , and t h i s i s one o f t h e 

4 u t i l i t i e s t h a t has i n d i c a t e d t h a t t h e y have 0 p e r c e n t 

5 e q u i t y . 

6 Can you e x p l a i n why t h e y would have 

7 t h i s h i g h l i q u i d i t y b u t 0 e q u i t y ? 

8 A. W e l l , t h i s would mean t h a t t h e y had no 

9 deb t . So I t h i n k those t h i n g s go v e r y w e l l t o g e t h e r . 

10 I f you have no d e b t y o u ' r e g o i n g t o save up l o t s o f 

11 money and have a l o t o f l i q u i d i t y . 

12 MS. KASTER: Can I t a k e a moment, 

13 p l e a s e . 

14 (Pause) 

15 BY MS. KASTER: 

16 Q. Can you t u r n y o u r a t t e n t i o n t o E x h i b i t 

17 BB-4, p l e a s e . Am I f a i r t o c h a r a c t e r i z e t h a t t h i s 

18 e x h i b i t i d e n t i f i e s u t i l i t i e s f r o m BB-3 t h a t you were 

19 p r e v i o u s l y d i s c u s s i n g t h a t a r e s p e c i f i c a l l y energy 

20 u t i l i t i e s , c o r r e c t ? 

21 A. A c t u a l l y I would have t o check t o make 

22 sure each o f these i s on t h e o t h e r e x h i b i t . 

23 Q. So o u t o f t h e hundreds o f u t i l i t i e s 

24 p r e s e n t e d i n your p r i o r e x h i b i t , BB-3, o n l y 13, those 

25 l i s t e d on t h i s e x h i b i t , were r e l a t e d t o energy 
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1 s e r v i c e ? 

2 A. I f you d i d t h e count, t h e n t h a t ' s c o r r e c t . 

3 Q. Of these 13 u t i l i t i e s i d e n t i f i e d on y o u r 

4 BB-4, can you p l e a s e i d e n t i f y which u t i l i t i e s p r o v i d e 

5 gas s e r v i c e ? 

6 A. I do n ' t know s p e c i f i c a l l y whether any o f 

7 these does. 

8 MR. CLEARFIELD: We can check and 

9 p r o v i d e i t , i f you l i k e . 

10 MS. KASTER: We would a p p r e c i a t e t h a t . 

11 MR. CLEARFIELD: W e ' l l see i f we can 

12 f i n d t h a t o u t . 

13 BY MS. KASTER: 

14 Q. And a l o n g t h a t l i n e o f q u e s t i o n i n g , do you 

15 know which i f any o f these u t i l i t i e s p r o v i d e s o l e l y 

16 gas s e r v i c e , n o t a c o m b i n a t i o n o f gas, e l e c t r i c , 

17 w a t e r , wastewater, s o l e l y gas s e r v i c e ? 

18 A . I do n ' t know. 

19 Q. On page 9 o f y o u r s u r r e b u t t a l — o f y o u r 

20 r e b u t t a l t e s t i m o n y , excuse me, l i n e 18 t h r o u g h 23, 

21 you r e f e r t o E x h i b i t BB-5 and 6, i n d i c a t i n g t h a t t h e y 

22 show t h e use o f cash f o r s e v e r a l e n t i t i e s i n 

2 3 P e n n s y l v a n i a . 

24 Can you p l e a s e i d e n t i f y f o r me which 

25 column on BB-5 and 6 s u p p o r t s your c l a i m t h a t 200 
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1 days o f cash on hand i s a p p r o p r i a t e f o r PGW? 

2 A . I do n ' t t h i n k I s a i d t h a t ; t h a t I made 

3 t h a t c r o s s r e f e r e n c e . 

4 The 200 days o f cash i s a s t a n d a r d 

5 t h a t t h e r a t i n g agencies use as guidance. 

6 BB-5 does n o t have l i q u i d i t y — does 

7 n o t d e a l w i t h i s s u e s o f cash and l i q u i d i t y . 

8 MS. KASTER: We have n o t h i n g f u r t h e r , 

9 Your Honor. 

10 JUDGE FORDHAM: Thank you. 

11 JUDGE JONES: Thank you, Ms. K a s t e r . 

12 Who's d o i n g t h e c r o s s , Mr. Lawrence? 

13 MR. LAWRENCE: Yes, Your Honor. 

14 JUDGE JONES: You may proceed, s i r . 

15 MR. LAWRENCE: Thank you. 

16 CROSS-EXAMINATION 

17 BY MR. LAWRENCE: 

18 Q. Ms. B i s g a i e r , some o f t h e q u e s t i o n s t h a t 

19 I'm g o i n g t o ask you i n v o l v e t h e r e b u t t a l t e s t i m o n y 

20 o f Mr. Bogdonavage, s p e c i f i c a l l y t h e Schedules t h a t 

21 he has a t t a c h e d t o t h a t r e b u t t a l t e s t i m o n y . 

22 I do have a copy i n f r o n t o f me w i t h 

23 t h e s e Schedules tagged which may make t h i n g s go a 

24 l i t t l e f a s t e r . 

25 MR. CLEARFIELD: W e l l , Ms. B i s g a i e r 
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1 has a copy o f t h a t . Do you have an e x t r a copy t h a t ' s 

2 tagged? 

3 MR. LAWRENCE: Yes, I have a copy 

4 r i g h t h ere w i t h t h e Schedules tagged. 

5 MR. CLEARFIELD: Do you have t h e 

6 suggested answers, t o o . 

7 MR. LAWRENCE: Yes, t h e y ' r e i n t h e 

8 back. Your Honor, when we g e t t o t h a t p a r t o f t h e 

9 c r o s s , I ' l l be r e f e r r i n g t o Mr. Bogdonavage's 

10 Schedules JRB-8 and JRB-14. 

11 JUDGE FORDHAM: Thank you. 

12 MR. LAWRENCE: I ' l l a p o l o g i z e i n 

13 advance t o Mr. Bogdonavage i f I mispronounce h i s 

14 name, as I'm sure I w i l l a g a i n . 

15 BY MR. LAWRENCE: 

16 Q. Ms. B i s g a i e r , i f you c o u l d p l e a s e t u r n t o 

17 y o u r r e b u t t a l t e s t i m o n y on page 8, l i n e 21 t h r o u g h 

18 24, wh e r e i n you s t a t e t h a t u t i l i t i e s must be 

19 p r o d u c i n g cash and i n t e r n a l f u n d i n g on a c o n s i s t e n t 

20 b a s i s , n o t paper funds f r o m a c c o u n t i n g c o n v e n t i o n s , 

21 d e p r e c i a t i o n . 

22 Please e x p l a i n what t h e d i f f e r e n c e 

23 between d e p r e c i a t i o n and a m o r t i z a t i o n expenses? 

24 MR. CLEARFIELD: I'm s o r r y , Your 

25 Honor. I s t h e r e a r e f e r e n c e t o a m o r t i z a t i o n expenses 
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1 i n Ms. B i s g a i e r ' s t e s t i m o n y ? 

2 MR. LAWRENCE: Your Honor — 

3 MR. CLEARFIELD: I'm g o i n g t o o b j e c t 

4 as beyond t h e scope. 

5 JUDGE JONES: Mr. Lawrence. 

6 MR. LAWRENCE: Your Honor, I'm a s k i n g 

7 t h e q u e s t i o n so I can probe t h e depth o f Ms. 

8 B i s g a i e r ' s u n d e r s t a n d i n g when she t a l k s about 

9 d e p r e c i a t i o n , and I would say a m o r t i z a t i o n i s 

10 i n e x o r a b l y l i n k e d t o t h a t same t o p i c . And i t i s 

11 n o t h i n g t h a t ' s c o n t a i n e d i n t h e Schedules. 

12 And I t h i n k t h a t on cr o s s I s h o u l d 

13 have t h e a b i l i t y t o probe t h e w i t n e s s ' knowledge o f 

14 t h e s e m a t t e r s . She i s t h e Company's f i n a n c i a l 

15 e x p e r t . 

16 MR. CLEARFIELD: W e l l , Your Honor, I'm 

17 n o t sure t h i s i s t h e r i g h t — Ms. B i s g a i e r made a 

18 narrow p o i n t , which i s t h a t d e p r e c i a t i o n i s n o t cash 

19 i t e m s o r cash w o r k i n g c a p i t a l i t e m . I guess we c o u l d 

20 see where i t goes, b u t i f t h e r e ' s s p e c i f i c q u e s t i o n s 

21 about f r o m t h e a c c o u n t i n g s t a n d p o i n t w i t h r e s p e c t t o 

22 how PGW t r e a t s d e p r e c i a t i o n and a m o r t i z a t i o n , Mr. 

23 Bogdonavage happens t o be here . He c o u l d ask those 

24 q u e s t i o n s o f him. 

25 MR. LAWRENCE: Your Honor, I would 
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1 volunteer t o l i m i t the scope o f our questions t o 

2 d e p r e c i a t i o n i f t h a t 1 s acceptable. 

3 MR. CLEARFIELD: Why don't we see i f 

4 she can answer i t . 

5 I ' l l withdraw the o b j e c t i o n . 

6 JUDGE FORDHAM: Well, I was going t o 

7 give you my r u l i n g . My r u l i n g was t h a t he could ask 

8 the question o f the witness i n terms o f what the 

9 d e f i n i t i o n s were. I f she does not know, she can say 

10 t h a t . 

11 Ms. Bis g a i e r , I know we have confused 

12 you, but would you answer Mr. Lawrence's o r i g i n a l 

13 question, as what i s the d e f i n i t i o n o f d e p r e c i a t i o n 

14 and am o r t i z a t i o n , i f you know. 

15 THE WITNESS: I am not an accountant, 

16 and I was not a f i n a n c i a l advisor t o PGW w i t h regard 

17 t o the p r e p a r a t i o n of t h e i r f i n a n c i a l statements. I 

18 advise them w i t h regard t o t h e i r dealings w i t h the 

19 c a p i t a l markets and what the c a p i t a l markets expect 

20 o f them. 

21 I do know t h a t d e p r e c i a t i o n i s a l i n e 

22 cash item. I t ' s an item t h a t has t o do w i t h , from a 

23 layperson's perspective, the redu c t i o n i n value of 

24 assets over time as they age. 

25 BY MR. LAWRENCE: 
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1 Q. Thank you. Now, i f you could please t u r n 

2 t o Mr. Bogdonavage's Schedule JRB-14. Looking a t 

3 JRB-14, Ms. B i s g a i e r , does the determination o f net 

4 income f o r PGW include d e p r e c i a t i o n expense? 

5 A. Yes. 

6 Q. Thank you. Now, i f you'd r e f e r t o 

7 Schedule JRB-8, and s p e c i f i c a l l y the cash f l o w 

8 statement f o r 2007, which should be page 2 o f t h a t 

9 e x h i b i t . 

10 A. I t h i n k I'm l o o k i n g a t t h i s . I t has no 

11 yellow marks on i t ; i s t h a t correct? 

12 Q. Yeah, t h i s would be JRB-8. At the top i t 

13 says, Cash Flow Statement. 

14 Got i t ? 

15 A. I do. 

16 Q. Now, are there any uses shown on t h i s 

17 Schedule f o r depreciation? 

18 A. No. 

19 Q. Thank you. Now, s t a y i n g on t h a t same Cash 

20 Flow Statement on t h a t page, i s i t c o r r e c t t h a t under 

21 Sources o f Cash there i s net income, d e p r e c i a t i o n and 

22 a m o r t i z a t i o n are a l l shown? 

23 A. Yes. 

24 Q. So j u s t t o be c l e a r , d e p r e c i a t i o n i s 

25 charged against revenues i n PGW's income statement, 
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1 b u t no cash i s p a i d o u t f o r those expenses; i s t h a t 

2 c o r r e c t ? 

3 A. T h i s i s r e a l l y n o t my e x p e r t i s e . I r e a l l y 

4 s h o u l d n ' t t r y and address t h i s w i t h you because I 

5 r e a l l y d o n 1 1 know t h e a c c o u n t i n g p r o c e d u r e s . 

6 MR. CLEARFIELD: Mr. Bogdonavage i s 

7 here i f you want t o ask him. He made y o u r same p o i n t 

8 i n h i s t e s t i m o n y . You c o u l d have cross-examined him 

9 on t h a t p o i n t . 

10 BY MR. LAWRENCE: 

11 Q. That's f i n e , Ms. B i s g a i e r . Would you 

12 p l e a s e go t o page 4, l i n e 4 o f y o u r r e b u t t a l 

13 t e s t i m o n y . T h e r e i n t h a t p a r t o f y o u r r e b u t t a l 

14 t e s t i m o n y you use t h e term , i n t e r n a l l y g e n e r a t e d 

15 f u n d s . Can you e x p l a i n how i n t e r n a l l y g e n e r a t e d 

16 funds d i f f e r s f r o m funds f r o m o p e r a t i o n s ? 

17 A. I n t e r n a l l y g e n e r a t e d funds i s cash. I t ' s 

18 money t h a t ' s a v a i l a b l e t o be spent f o r t h e c o s t o f 

19 o p e r a t i n g t h e company. 

20 Q. Your d e f i n i t i o n o f i n t e r n a l l y g e n e r a t e d 

21 funds i s cash o n l y ? 

22 A. Yes, cash and cash e q u i v a l e n t s . And cash 

23 e q u i v a l e n t s would be s h o r t t e r m i n v e s t m e n t s and 

24 v a r y i n g l i q u i d a s s e t s o f PGW. 

25 Q. The cash e q u i v a l e n t s would i n c l u d e 
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1 commercial paper? 

2 A. No, commercial paper i s a b o r r o w i n g . 

3 MR. CLEARFIELD: I'm s o r r y . J u s t a — 

4 a r e we t a l k i n g about PGW's commercial paper t h a t i t 

5 i s s u e s , o r commercial paper t h a t PGW would purchase? 

6 MR. LAWRENCE: S p e c i f i c a l l y r e f e r r i n g 

7 t o PGW's iss u a n c e . 

8 MR. CLEARFIELD: Okay. I t h i n k I 

9 he a r d 

10 THE WITNESS: R i g h t . I f PGW i n v e s t e d 

11 i n someone's commercial paper, t h a t would be a cash 

12 e q u i v a l e n t . 

13 I s s u i n g t h e i r own de b t , commercial 

14 paper i s a deb t . I t ' s a — i t ' s n o t a cash 

15 e q u i v a l e n t . 

16 MR. LAWRENCE: Thank you. Your Honor, 

17 can I ask t h e Court's i n d u l g e n c e f o r a moment. 

18 JUDGE JONES: Sure. 

19 MR. LAWRENCE: Thank you. 

20 (Pause) 

21 MR. LAWRENCE: Your Honor, t h e OCA has 

22 no f u r t h e r q u e s t i o n s o f t h i s w i t n e s s . 

23 JUDGE JONES: Thank you. Ms. 

24 B i s g a i e r , I t h i n k I missed something i n r e f e r e n c e t o 

25 Mr. Lawrence's l a s t q u e s t i o n . I b e l i e v e he asked, 
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1 what's t h e d i f f e r e n c e between i n t e r n a l l y g e n e r a t e d 

2 funds and funds f r o m o p e r a t i o n s . And you d e f i n e d 

3 what i n t e r n a l l y g e n e r a t e d funds were. So a r e you 

4 s a y i n g funds f r o m o p e r a t i o n s a r e n o t cash? 

5 THE WITNESS: I t would i n c l u d e 

6 non-cash i t e m s l i k e d e p r e c i a t i o n . 

7 JUDGE JONES: Okay. So an example o f 

8 a non-cash i t e m i s d e p r e c i a t i o n . Okay. 

9 J u s t a moment. 

10 THE WITNESS: Sure. 

11 (Pause) 

12 JUDGE JONES: I n r e f e r e n c e t o BB-3, 

13 y o u r e x h i b i t , I b e l i e v e you e x p l a i n e d t h a t t h i s was 

14 s e l f - r e p o r t i n g f r o m some water a s s o c i a t i o n ? 

15 THE WITNESS: American Waterworks 

16 A s s o c i a t i o n , which i s t h e i n d u s t r y ' s a s s o c i a t i o n o f 

17 m u n i c i p a l waterworks companies, o r waterworks 

18 u t i l i t i e s . 

19 JUDGE JONES: And, th e n you s t a t e d 

20 t h a t BB-4, s u b j e c t t o check, i s a subset o f BB-3, 

21 where t h e e n t i t i e s a l l have some d e a l i n g s w i t h 

22 energy. 

23 THE WITNESS: Yes. 

24 JUDGE JONES: Okay. And you a l s o 

25 o f f e r -- o r co u n s e l o f f e r e d t h a t t h e y would check t o 

COMMONWEALTH REPORTING COMPANY, INC 
(800) 334-1063 



769 

1 see i f any o f these subsets put i n BB-4 a c t u a l l y are 

2 gas companies, correct? 

3 MR. CLEARFIELD: Yes, Your Honor. Or 

4 provide gas as one of 

5 JUDGE JONES: Their services. 

6 MS. KASTER: And we f u r t h e r requested 

7 

8 MR. CLEARFIELD: Right, i f they s o l e l y 

9 provide gas. 

10 MS. KASTER: Solely provide or as p a r t 

11 o f t h e i r operations provide. 

12 MR. CLEARFIELD: Correct. We'll t r y 

13 t o f i n d t h a t out. 

14 THE WITNESS: I t h i n k i t ' s u n l i k e l y 

15 t h a t they s o l e l y provide because they were on t h i s 

16 survey by v i r t u e of the f a c t t h a t they're water 

17 u t i l i t i e s . 

18 JUDGE JONES: That's where I was going 

19 t o go. 

20 THE WITNESS: The reason t h a t they 

21 would be on t h i s l i s t — a good example would be 

22 Memphis L i g h t , Gas and Water, t h a t does e l e c t r i c , gas 

23 and water. So they answer i n t h e i r water context. 

24 They were asked and they — there's no way t o t e l l i f 

25 they responded i n t h a t example, water only or a l l 
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1 three o f t h e i r subsets. 

2 JUDGE JONES: So i t would be a f a i r 

3 assumption t o make t h a t the l i k e l i h o o d of these being 

4 a sole gas pr o v i d e r i s s l i m . 

5 THE WITNESS: I agree. 

6 JUDGE JONES: And t h a t ' s based on the 

7 assumption t h a t you s t a t e d t h a t they were 

8 s e l f - r e p o r t i n g under the American Water — 

9 THE WITNESS: American Waterworks 

10 Ass o c i a t i o n . 

11 JUDGE JONES: Okay. That's a l l . 

12 Thanks. 

13 MR. CLEARFIELD: Could we take a 

14 moment t o confer on r e d i r e c t ? 

15 JUDGE JONES: You may. 

16 (Discussion o f f the record) 

17 JUDGE FORDHAM: We're back on the 

18 record. Mr. C l e a r f i e l d , r e d i r e c t . 

19 MR. CLEARFIELD: Thank you, Your 

20 Honor. A few questions. Your Honor. 

21 JUDGE FORDHAM: You may proceed. 

22 REDIRECT EXAMINATION 

23 BY MR. CLEARFIELD: 

24 Q. Ms. Bi s g a i e r , you were asked some 

25 questions about your r e b u t t a l testimony, I t h i n k , 
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1 a l s o y o u r d i r e c t t e s t i m o n y , where you i n d i c a t e d t h a t 

2 200 days o f l i q u i d i t y were a benchmark t h a t PGW 

3 s h o u l d be measured a g a i n s t . 

4 Can you r e s t a t e t h e b a s i s f o r t h a t 

5 recommendation, and e x p l a i n how yo u r Schedules BB-3 

6 and 4 r e l a t e t o t h a t ? 

7 A. The b a s i s f o r my st a t e m e n t i s many, many 

8 ye a r s o f e x p e r i e n c e as a f i n a n c i a l a d v i s o r t o 

9 m u n i c i p a l u t i l i t i e s . 

10 I n a d d i t i o n t o t h a t t h a t ' s g i v e n me a 

11 chance t o work w i t h t h e r a t i n g agencies f o r more t h a n 

12 25 y e a r s now, and I'm aware o f t h e stan d a r d s because 

13 o f t h a t e x p e r i e n c e and t h a t c o n t a c t . 

14 The Schedules were meant t o be 

15 s u p p o r t i v e o f t h a t p o s i t i o n . They weren't meant t o 

16 be d e t e r m i n a t e o f a n y t h i n g . 

17 Q. I see. Do you know how PGW p r e p a r e s f o r 

18 t h a t 200 days t h a t i s i n t h e i n d u s t r y t h e s t a n d a r d 

19 amount t h a t ' s kept? 

20 A. I f PGW were c o m p l e t e l y s u c c e s s f u l i n t h i s 

21 r a t e case, and g o t $100 m i l l i o n r a t e i n c r e a s e , t h e y 

22 would have 54 days o f l i q u i d i t y . 

23 Q. And t h e l i q u i d i t y a g a i n i s ? 

24 A. Cash w o r k i n g c a p i t a l w i t h s h o r t t e r m 

25 b o r r o w i n g . 
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1 Q. You d i s c u s s e d i n t e r n a l l y g e n e r a t e d f u n d s , 

2 and t h e f a c t t h a t you view t h a t as cash as opposed t o 

3 o t h e r sources o f fu n d s . Where's t h e cash have t o 

4 come from? 

5 A. I t — cash has t o come f r o m r a t e s . I t 

6 c a n ' t come f r o m an o u t s i d e source. 

7 Q. L i k e borrowing? 

8 A. L i k e b o r r o w i n g . 

9 MR. CLEARFIELD: That's a l l we have. 

10 JUDGE JONES: Any r e c r o s s based on t h e 

11 r e d i r e c t ? 

12 MR. LAWRENCE: Can we have a moment, 

13 Your Honor. 

14 JUDGE JONES: You may. 

15 MS. KASTER: Your Honor, OTS doesn't 

16 have a n y t h i n g f u r t h e r . 

17 MR. LAWRENCE: OCA doesn't have 

18 r e c r o s s , Your Honor. 

19 JUDGE JONES: Ms. B i s g a i e r , you a r e 

20 excused. Thank you f o r y o u r t e s t i m o n y . 

21 (Witness excused) 

22 JUDGE FORDHAM: Mr. C l e a r f i e l d , would 

23 you l i k e t o move? 

24 MR. CLEARFIELD: Yes, Your Honor. I 

25 move f o r submission o f PGW E x h i b i t 3, 3-R and PGW 
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1 R e j o i n d e r E x h i b i t 5 i n t o t h e r e c o r d a t t h i s t i m e . 

2 JUDGE FORDHAM: We have PGW Statement 

3 3, which i s t h e d i r e c t t e s t i m o n y o f Ms. B i s g a i e r , and 

4 3-R, which i s t h e r e b u t t a l t e s t i m o n y . And, th e n we 

5 have 50 Schedules and, t h e n we have t h e R e j o i n d e r 

6 e x h i b i t . 

7 Are t h e r e any o b j e c t i o n s ? 

8 MR. LAWRENCE: Your Honor, we 

9 p r e v i o u s l y o b j e c t e d . 

10 JUDGE FORDHAM: PGW E x h i b i t — excuse 

11 me — Statements 3, 3-R w i t h t h e accompanying 

12 Schedules, and R e j o i n d e r E x h i b i t a r e a d m i t t e d . 

13 (Whereupon, t h e documents marked as 

14 PGW Statements 3 and 3-R and R e j o i n d e r E x h i b i t No. 5 

15 were r e c e i v e d i n evidence.) 

16 MR. CLEARFIELD: Thank you, Your 

17 Honor. 

18 JUDGE JONES: Mr. C l e a r f i e l d , a r e you 

19 ready f o r p r e s e n t a t i o n o f y o u r n e x t w i t n e s s ? 

20 MR. CLEARFIELD: That would be Mr. 

21 D ' A t t i l i o . 

22 Whereupon, 

23 ALBERT D'ATTILIO, h a v i n g been d u l y 

24 sworn, t e s t i f i e d as f o l l o w s : 

25 JUDGE FORDHAM: Please be seated. 
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1 Please s t a t e y o u r name and bu s i n e s s address f o r t h e 

2 r e c o r d , and p l e a s e s p e l l y o u r l a s t name. 

3 THE WITNESS: A l b e r t L, as i n Lewis, 

4 D ' A t t i l i o , c a p i t a l D apostrophe c a p i t a l 

5 A-T-T-I-L-I-O. 

6 JUDGE FORDHAM: Thank you. You may 

7 proceed. 

8 MR. CLEARFIELD: Thank you, Your 

9 Honor. Your Honor — 

10 JUDGE FORDHAM: Oh, I'm s o r r y . D i d 

11 you g i v e us y o u r b u s i n e s s address? 

12 THE WITNESS: Oh, I'm s o r r y . 

13 P h i l a d e l p h i a Gas Works, 800 West Montgomery Avenue, 

14 1 s t F l o o r , P h i l a d e l p h i a , P e n n s y l v a n i a 19122. 

15 JUDGE FORDHAM: Thank you. You may 

16 proceed, Mr. C l e a r f i e l d . 

17 MR. CLEARFIELD: Thank you, Your 

18 Honor. We p r e v i o u s l y d i s t r i b u t e d t o a l l t h e p a r t i e s 

19 and t h e C o u r t R e p o r t e r a document e n t i t l e d , R e b u t t a l 

20 Testimony o f A l b e r t L. D ' A t t i l i o , c o n s i s t i n g o f 

21 s e v e r a l pages o f q u e s t i o n s and answers and t h r e e 

22 e x h i b i t s t h a t have been marked as AD-1 t h r o u g h AD-3, 

23 and we've premarked t h e s t a t e m e n t as PGW Statement 

24 12, and ask t h a t i t be marked f o r i d e n t i f i c a t i o n . 

25 JUDGE FORDHAM: I t s h a l l be so marked. 
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1 (Whereupon, the document was marked as 

2 PGW Statement No. 12 f o r i d e n t i f i c a t i o n . ) 

3 DIRECT EXAMINATION 

4 BY MR. CLEARFIELD: 

5 Q. Mr. D ' A t t i l i o , do you have before you 

6 what's been marked f o r i d e n t i f i c a t i o n as PGW 

7 Statement 12? 

8 A. Yes, I do. 

9 Q. And i s t h a t your prepared r e b u t t a l 

10 testimony f o r the purposes o f t h i s proceeding? 

11 A. Yes, i t i s . 

12 Q. Was i t prepared by you or under your 

13 supervision and d i r e c t i o n ? 

14 A. Yes, i t was. 

15 Q. Do you have any a d d i t i o n s or c o r r e c t i o n s 

16 t h a t you'd l i k e t o make t o t h a t statement a t t h i s 

17 time? 

18 A. I would j u s t redact the second sentence of 

19 the f i r s t question, I've been employed by — employed 

20 a t PGW since May o f 2005. I've been employed by PGW 

21 since March 1st, 1999. I t ' s a c t u a l l y the next l i n e 

22 t h a t ' s c o r r e c t . 

23 Q. T e l l us e x a c t l y , j u s t take out the — 

24 A. Just take out the; I have been employed by 

25 PGW since May, 2005. 
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1 Q. Sorry about t h a t . With t h a t c o r r e c t i o n i s 

2 your testimony t r u e and c o r r e c t t o the best o f your 

3 i n f o r m a t i o n , knowledge and b e l i e f ? 

4 A. Yes. 

5 Q. And i f I ask you the questions set f o r t h 

6 t h e r e i n today, would your answers be the same? 

7 A. Yes. 

8 MR. CLEARFIELD: Your Honor, we have a 

9 sho r t Rejoinder from Mr. D ' A t t i l i o . I t ' s i n two 

10 p a r t s . A few questions t h a t I ' l l present w i t h 

11 respect t o Ms. Markovich's s u r r e b u t t a l testimony. 

12 And, then a pr e s e n t a t i o n t h a t Mr. Stunder w i l l make 

13 w i t h respect t o the School D i s t r i c t witness, Mondre. 

14 JUDGE FORDHAM: Thank you. You may 

15 proceed. 

16 BY MR- CLEARFIELD: 

17 Q. Mr. D ' A t t i l i o , Ms. Markovich continues t o 

18 contend i n her s u r r e b u t t a l t h a t the costs associated 

19 w i t h the company's Management I n c e n t i v e Compensation 

20 Plan should be denied. 

21 She f i r s t contends t h a t the Plan i s 

22 not s u f f i c i e n t l y documented, and l i s t s several 

23 questions and al l e g e d d e f i c i e n c i e s t h a t she claims 

24 t h a t the a v a i l a b l e documentation do not address. 

25 Can you respond, please. 
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1 A. While i t ' s t r u e t h a t there i s n ' t a s i n g l e 

2 document t h a t documents the I n c e n t i v e Compensation 

3 Program, or as we p r e f e r t o r e f e r t o i t as the A t 

4 Risk Program, i t has been w e l l documented i n the 

5 various responses to discovery by the — i n t h i s 

6 forum and the P h i l a d e l p h i a Gas Commission. 

7 With respect t o the questions t h a t 

8 were r a i s e d , there are answers t o those questions, 

9 and I can provide them. 

10 Q. Well, have you provided those answers, or 

11 many of the answers t o Ms. Markovich i n discovery? 

12 A. I b e l i e v e I have. For the record, the 

13 Board o f the P h i l a d e l p h i a F a c i l i t i e s Management 

14 Corporation determined — authorized the I n c e n t i v e 

15 Program, authorized the amount t h a t would be funded 

16 f o r the I n c e n t i v e Program. 

17 The a c t u a l awards were c a l c u l a t e d on 

18 the basis o f a spreadsheet. They were submitted t o 

19 the Gas Commission -- the Gas Works Executive 

20 Committee, i n c l u d i n g Mr. Knudson, our President and 

21 CEO, and Mr. White, our Chief Operating O f f i c e r . 

22 They u l t i m a t e l y approve the 

23 d i s t r i b u t i o n . So there i s the checks and balances 

24 t h a t Ms. Markovich i s l o o k i n g f o r . 

25 Q. Who approves the t o t a l amount of the 
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1 compensation? 

2 A. The Board. 

3 Q- Ms. Mark o v i c h a l s o suggests — a c t u a l l y , 

4 t h i s w i l l l e a d i n t o t h i s answer, I t h i n k -- t h a t 

5 w h i l e t h e I n c e n t i v e Plan c o s t i n 2005 was 

6 $518,000.00, i t c o u l d have c o s t as much as 

7 $700,000.00; i s t h a t r i g h t ? 

8 A. I t c o u l d n o t . 

9 Q. Why? 

10 A. Because t h e Board has o n l y a u t h o r i z e d 

11 $518,000.00. The way t h e spreadsheet works i s we p u t 

12 t h a t number i n t o t h e spreadsheet. The spreadsheet 

13 t h e n t a k e s a l o o k a t t h e performance r a t i n g , 

14 d i s t r i b u t i o n , as w e l l as t h e pay grades o f t h e 

15 i n d i v i d u a l s above, and i t d i s t r i b u t e s t h a t 

16 $518/000.00, you know, across t h e management team. 

17 We weren't a u t h o r i z e d t o spend more 

18 t h a n $518,000.00, and we c o u l d n ' t do t h a t . 

19 Q. A l l r i g h t . Now, i n y o u r t e s t i m o n y , you 

20 p r e s e n t e d o r d i s c u s s e d t h e r e s u l t s o f a Hay Group 

21 s t u d y which showed t h a t PGW's s a l a r i e s f o r management 

22 g e n e r a l l y were a t t h e lo w e r end o f t h e pay range f o r 

23 comparable companies. 

24 And Ms. Mark o v i c h suggested she d i d n ' t 

25 have enough i n f o r m a t i o n t o e v a l u a t e t h e Hay Group 
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1 a n a l y s i s , which conducted t h a t study. And t h a t t h a t 

2 study might not be r e l i a b l e . 

3 Do you have a response? 

4 A. We provided every document t h a t we've had 

5 t h a t has been requested. The Hay Group i s a group 

6 t h a t ' s been i n existence, I b e l i e v e , f o r about 65 

7 years. I t ' s an i n t e r n a t i o n a l l y renown HR c o n s u l t i n g 

8 f i r m . They have c l i e n t s . They have over 7,000 

9 c l i e n t s . Their c l i e n t s i n clude IBM, M i c r o s o f t , 

10 AstraZeneca, Wal-mart, M i t s u b i s h i . I t h i n k t h e i r 

11 r e p u t a t i o n stands on i t s own. 

12 Q. Was t h i s conducted independently f o r PGW, 

13 t h i s study? 

14 A. Was the study conducted — w e l l , Hay has a 

15 tremendous -- because of t h e i r 7,000 c l i e n t s , they 

16 have a tremendous amount o f benchmarking m a t e r i a l . 

17 We u t i l i z e , you know, t h e i r e x p e r t i s e 

18 i n benchmarking against — against the appropriate 

19 u t i l i t i e s and, you know, p r i v a t e i n d u s t r y w i t h i n the 

20 northeast sector. 

21 Q. F i n a l l y , Ms. Markovich suggested t h a t the 

22 formula t h a t PGW uses i n i t s I n c e n t i v e Compensation 

23 Plan could lead t o compensation f o r a l l management 

24 employees a t the midpoint o f t h e i r pay range? 

25 A. That would be i d e a l . We're not there. 
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1 Q. Oh, you're not disagreeing w i t h that? 

2 A. I'm not disagreeing w i t h t h a t . I t h i n k , 

3 as I s a i d i n my r e b u t t a l testimony, the way the 

4 compensation i s set up, our competent or p r o f i c i e n t 

5 employees should be p a i d a t the midpoint. 

6 Q. Are they? 

7 A. No, they're p a i d a t 83 percent on average 

8 o f the midpoint, which a c t u a l l y drops our 

9 benchmarking down t o the 25th p e r c e n t i l e , meaning 

10 t h a t 75 percent of our benchmarking u t i l i t i e s or 

11 p r i v a t e i n d u s t r y are a c t u a l l y paying t h e i r comparable 

12 employees more than we are. So we 1 re a t the low end 

13 o f the scale. 

14 And when you look a t i t , you have t o 

15 understand t h a t from 1999 t o 2005 non-union employees 

16 a t PGW received one increase, and t h a t was a 2 

17 percent increase i n 2003. 

18 So, you know, we've been f r u g a l a t 

19 best i n how we compensate our employees, and i t 

20 creates a continuous s t r u g g l e f o r us t o not only 

21 r e c r u i t but t o r e t a i n our help because we're 

22 c o n s t a n t l y s t r u g g l i n g w i t h b e t t e r job o f f e r s on the 

23 outside. 

24 MR. CLEARFIELD: Thank you. We're 

25 going t o t u r n t o another subject and Mr. Stunder's 
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1 g o i n g t o be t a k i n g t h e R e j o i n d e r . 

2 THE WITNESS: A l l r i g h t . Thank you. 

3 DIRECT EXAMINATION 

4 BY MR. STUNDER: 

5 Q. Mr. D ' A t t i l i o , I'm g o i n g t o d i r e c t y o u r 

6 a t t e n t i o n t o t h e Post R e t i r e m e n t H e a l t h c a r e B e n e f i t s 

7 d i s c u s s e d i n Ms. Mondre's s u r r e b u t t a l t e s t i m o n y . 

8 Now, she a l l e g e s t h a t p r o v i d i n g t h e s e 

9 b e n e f i t s f o r PGW1s r e t i r e e s i s unreasonable. 

10 Can you comment on t h a t ? 

11 A. Wh i l e she acknowledges t h a t she's n o t an 

12 e x p e r t , I guess I would r e f e r t o t h e f a c t t h a t an AGA 

13 Survey t h a t was conducted t h i s y ear shows t h a t 93 

14 p e r c e n t o f t h e u t i l i t i e s o f f e r p o s t r e t i r e m e n t 

15 h e a l t h c a r e . 

16 The Commonwealth o f Pe n n s y l v a n i a 

17 o f f e r s 100 p e r c e n t p o s t r e t i r e m e n t b e n e f i t s — 

18 JUDGE FORDHAM: W a i t a m i n u t e . I 

19 t h i n k t h e r e was an o b j e c t i o n t o t h a t p a r t . D i d n ' t we 

20 d e l e t e t h a t f r o m h er --

21 JUDGE JONES: We d i d s t r i k e t h a t 

22 t e s t i m o n y f r o m Ms. Mondre. 

23 MR. STUNDER: That's c o r r e c t , b u t 

24 t h e r e a r e p o r t i o n s o f t h e t e s t i m o n y t h a t a r e n o t 

25 s t r i c k e n t h a t — t h i s i s r e s p o n s i v e t o t h a t p o r t i o n 
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1 o f i t . 

2 I t ' s on pages -- t h e t e s t i m o n y about 

3 p o s t r e t i r e m e n t b e n e f i t s b e g i n s on page 4. 

4 Now, what Mr. D ' A t t i l i o i s t e s t i f y i n g 

5 t o i s r e s p o n s i v e t o a p o r t i o n o f t h e t e s t i m o n y on 

6 page 5, which PGW d i d n o t r e q u e s t t o be s t r i c k e n . 

7 Testimony was n o t s t r i c k e n u n t i l page 6, l i n e 18. 

8 But Ms. Mondre s t a t e s i n her t e s t i m o n y 

9 on page 5, l i n e 14, where she says, b u t t h e r e ' s n o t 

10 any c o n t r i b u t i o n s made. 

11 JUDGE FORDHAM: Okay. B u t how does 

12 t h i s r e l a t e t o t h e Commonwealth? 

13 MR. STUNDER: Because Mr. D ' A t t i l i o i s 

14 t e s t i f y i n g t o o t h e r o r g a n i z a t i o n s where t h e r e a r e n o t 

15 any c o n t r i b u t i o n s made, a r e j o i n d e r t o what she 

16 s t a t e s on page 5, where she says — she r e f e r s t o an 

17 e x h i b i t , which was a response, and she says t h a t — 

18 she complains t h a t t h e y d i d n ' t make any c o n t r i b u t i o n s 

19 t o t h e i r r e s p e c t i v e h e a l t h p l a n s , and c o s t t h e 

20 company $11 m i l l i o n . 

21 So t h i s i s r e j o i n d e r t o h e r c o m p l a i n t 

22 t h a t t h e r e ' s n o t a c o n t r i b u t i o n . 

23 JUDGE FORDHAM: From PGW? 

24 MR. STUNDER: From PGW's r e t i r e e s . So 

25 i n Mr. D ' A t t i l i o ' s r e j o i n d e r , he's g o i n g t o d i s c u s s 
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1 organizations t h a t also don't have r e t i r e e s 

2 c o n t r i b u t e towards t h e i r pension plans. 

3 JUDGE FORDHAM: We can't have i t both 

4 ways. 

5 MR. SHORE: Your Honor — 

6 JUDGE FORDHAM: Go ahead, Mr. Shore. 

7 MR. SHORE: Thank you, Your Honor. I 

8 wanted t o be heard on t h i s . This i s not f a i r , Your 

9 Honors, because I d i d not i n t e n d t o cross-examine Mr. 

10 — i t ' s not f a i r t o the School D i s t r i c t ' s p o s i t i o n . 

11 They had the Company move t o s t r i k e Ms. Mondre's 

12 s u r r e b u t t a l testimony on t h i s issue, s t a r t i n g a t page 

13 6 through most of page 10. 

14 And now they've c a l l e d — I thought 

15 they t o l d the Judges t h a t i f the testimony was not 

16 s t r i c k e n , then they may have a r e j o i n d e r witness. 

17 But the testimony was s t r i c k e n . So I t h i n k i t ' s 

18 u n f a i r t o c a l l the witness now. 

19 But on the other hand I was going — 

20 he's opened the door now t o get back i n t o evidence 

21 the testimony t h a t was s t r i c k e n on the grounds t h a t 

22 Ms. Mondre was not competent, I assume, t o give t h a t 

23 op i n i o n . 

24 I would now l i k e t o e i t h e r ask the 

25 Court t o reconsider the g r a n t i n g o f the Motion t o 
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1 S t r i k e , o r a l l o w me t o cross-examine. L e t him f i n i s h 

2 h i s t e s t i m o n y , and a l l o w me -- I'm g o i n g t o ask him 

3 those same q u e s t i o n s on c r o s s - e x a m i n a t i o n t h a t were 

4 s t r i c k e n f r o m Ms. Mondre's t e s t i m o n y . I t ' s n o t f a i r . 

5 JUDGE FORDHAM: I agree w i t h you f o r 

6 sure t h a t i t ' s n o t f a i r . However, one o f t h e reasons 

7 t h a t Mr. Stunder p u t i n h i s M o t i o n f o r o b j e c t i n g t o 

8 Ms. Mondre's t e s t i m o n y i s t h a t i t was hearsay. 

9 And I want t o know why i t ' s n o t 

10 hearsay f o r Mr. D ' A t t i l i o . 

11 MR. STUNDER: W e l l , t h a t ' s an 

12 i n t e r e s t i n g p o i n t , Your Honor. 

13 JUDGE FORDHAM: Thank you. 

14 MR. STUNDER: Ms. Mondre i s an energy 

15 c o n s u l t a n t . She's n o t an employee b e n e f i t s 

16 c o n s u l t a n t . 

17 Now, t h e case t h a t was c i t e d i n o ur 

18 M o t i o n t o S t r i k e , and t h a t Mr. M i l e s Shore r e f e r e n c e s 

19 i n h i s argument t a l k e d about when somebody's an 

20 e x p e r t t h e y can use hearsay. 

21 W e l l , Ms. Mondre i s n o t an e x p e r t . 

22 Mr. D ' A t t i l i o i s t h e head o f our HR Department, and 

23 d e a l s w i t h employee b e n e f i t s day i n and day o u t . So 

24 Mr. D ' A t t i l i o can r e l y on hearsay t e s t i m o n y evidence 

25 whereas Ms. Mondre c a n ' t . 
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1 JUDGE FORDHAM: No. 

2 MR. STUNDER: That's t h e s t a t e o f t h e 

3 law. I t ' s c i t e d i n our M o t i o n t o S t r i k e . I mean, 

4 Mr. Shore argued t h a t v e r y p o i n t i n h i s response t o 

5 our M o t i o n t o S t r i k e . That's e x a c t l y — 

6 MR. SHORE: There's a case t h a t 

7 changed i t , t h e Droughton case i n Commonwealth Co u r t . 

8 I s a i d , d i d n o t i n v o l v e — d i d n o t i n v o l v e an e x p e r t 

9 w i t n e s s . I t was t h e s t a n d a r d hearsay r u l e . 

10 MR. STUNDER: R i g h t . 

11 MR. SHORE: And I s a i d i t ' s Rule 703 

12 o f t h e P e n n s y l v a n i a Rules o f Evidence, which does say 

13 t h a t e x p e r t s may r e l y on i n f o r m a t i o n t h a t ' s n o t 

14 a d m i s s i b l e evidence i f i t ' s o f t h e t y p e t h a t ' s r e l i e d 

15 upon by e x p e r t s i n t h a t p a r t i c u l a r f i e l d . 

16 Mr. D ' A t t i l i o now i s g o i n g t o c o n f i r m 

17 t h a t t h i s i n f o r m a t i o n i s r e l i e d upon by e x p e r t s , 

18 assuming he i s a q u a l i f i e d e x p e r t , t h a t he — t h i s i s 

19 now g o i n g t o be a d m i s s i b l e which would l e a d t o 

20 c r o s s - e x a m i n a t i o n . And I have t h e r i g h t t o do t h a t . 

21 Mr. STUNDER: W e l l , Your Honors, what 

22 I would ask — 

23 JUDGE FORDHAM: J u s t a m i n u t e . 

24 MR. STUNDER: Okay. 

25 JUDGE FORDHAM: Thank you. The r u l i n g 
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1 i s , i f Mr. Stunder wants t h e i n i t i a l r u l i n g o f t h e 

2 Judges t o remain, t h e n Mr. D ' A t t i l i o c annot t e s t i f y 

3 r e g a r d i n g t h a t . 

4 I f Mr. D ' A t t i l i o t e s t i f i e s r e g a r d i n g 

5 t h i s i s s u e , we w i l l r e v i s i t our r u l i n g on t h i s 

6 m a t t e r . 

7 MR. STUNDER: Meaning s t r i c t l y about 

8 t h e o t h e r o r g a n i z a t i o n s t h a t — 

9 JUDGE FORDHAM: Yes. 

10 JUDGE JONES: Yes. 

11 MR. STUNDER: — have — okay. Your 

12 Honors, i f I c o u l d have a mi n u t e . 

13 JUDGE FORDHAM: Yes. 

14 ( D i s c u s s i o n o f f t h e r e c o r d ) 

15 JUDGE FORDHAM: We're back on t h e 

16 r e c o r d . 

17 MR. STUNDER: I do have one r e q u e s t 

18 though i n l i g h t o f our d i s c u s s i o n h e r e , t h a t on page 

19 5, l i n e s 12 t o 16 be s t r i c k e n as w e l l because i t i s a 

2 0 c o m p l a i n t . 

21 JUDGE JONES: You're t a l k i n g about t h e 

22 School D i s t r i c t t e s t i m o n y ? 

23 MR. STUNDER: Ms. Mondre's School 

24 D i s t r i c t s u r r e b u t t a l . 

25 JUDGE FORDHAM: You would l i k e t h i s 
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1 s t r i c k e n because? 

2 MR. STUNDER: Because i t i s a 

3 c o m p l a i n t t h a t r e t i r e e s do n o t make a c o n t r i b u t i o n . 

4 I t s u f f e r s f r o m t h e same d e f e c t as t h e 

5 -- what we complained o f i n our M o t i o n t o S t r i k e . 

6 So b a s i c a l l y on l i n e s 12 t o 16, Ms. 

7 Mondre s t a t e s t h a t no r e t i r e e s , whether Union o r 

8 management, make any c o n t r i b u t i o n s t o t h e i r 

9 r e s p e c t i v e h e a l t h p l a n s . I ' d l i k e t h a t s t r i c k e n as 

10 w e l l . 

11 JUDGE FORDHAM: But you say t h a t i t ' s 

12 based on a document t h a t you gave OCA. 

13 MR. STUNDER: That's c o r r e c t . 

14 JUDGE FORDHAM: So you ' r e s a y i n g t h a t 

15 y o u r document i s i n c o r r e c t ? 

16 MR. STUNDER: No, what I'm s a y i n g i s , 

17 I would l i k e t o s t r i k e t h a t p o r t i o n o f her t e s t i m o n y 

18 where she complains o f t h a t . 

19 JUDGE FORDHAM: I s t i l l d o n ' t 

20 u n d e r s t a n d why. 

21 MR. STUNDER: W e l l , she's making a 

22 c o m p l a i n t t h a t r e t i r e e s d o n ' t make any c o n t r i b u t i o n s 

23 t o t h e i r h e a l t h p l a n s . 

24 JUDGE FORDHAM: Mr. Shore. 

25 MR. SHORE: Your Honor, t h i s i s n o t an 
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1 e x p e r t o p i n i o n . T h i s i s a m a t t e r o f f a c t t h a t comes 

2 f r o m a d i s c o v e r y document. 

3 I have t h e e x h i b i t here. I was g o i n g 

4 t o cross-examine Mr. D ' A t t i l i o on i t , and he would 

5 ad m i t i t , I'm sure — 

6 JUDGE FORDHAM: Your M o t i o n i s de n i e d . 

7 BY MR. STUNDER: 

8 Q. Mr. D ' A t t i l i o , a re PGW's p o s t r e t i r e m e n t 

9 b e n e f i t s v e s t e d r i g h t s ? 

10 A. I ' d say t h a t f o r t h e — 

11 JUDGE FORDHAM: Mr. D ' A t t i l i o , p l e a s e 

12 keep y o u r v o i c e up. 

13 THE WITNESS: I'm s o r r y . For those 

14 employees who have a l r e a d y r e t i r e d , I b e l i e v e t h a t 

15 t h e y had an e x p e c t a t i o n t h a t t h e i r r i g h t s have 

16 v e s t e d . 

17 For c u r r e n t employees who a r e s u b j e c t 

18 t o — on t h e Union s i d e t o c o l l e c t i v e b a r g a i n i n g 

19 l i m i t a t i o n s t h a t p r e v e n t us fr o m j u s t u n i l a t e r a l l y 

20 changing t h e p o s t r e t i r e m e n t h e a l t h b e n e f i t s , i t has 

21 been t h e t o p i c o f p r e v i o u s c o n t r a c t n e g o t i a t i o n s , and 

22 w i l l p r o b a b l y be t h e t o p i c o f f u t u r e c o n t r a c t 

23 n e g o t i a t i o n s as w e l l . 

24 BY MR. STUNDER: 

25 Q. Now, why a r e PGW's o f f e r i n g s p o s t 
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1 r e t i r e m e n t b e n e f i t s reasonable? 

2 MR. SHORE: Objection t o the form o f 

3 the question. 

4 JUDGE FORDHAM: Could you rephrase the 

5 question. 

6 BY MR. STUNDER: 

7 Q. Are PGW's o f f e r i n g s of post r e t i r e m e n t 

8 medical b e n e f i t s reasonable? 

9 A. I b e l i e v e so. We are not unique. Other 

10 u t i l i t i e s — according t o an AGA survey, 93 percent 

11 of u t i l i t i e s surveyed, and there were 42 responding, 

12 o f f e r post r e t i r e m e n t h e a l t h b e n e f i t s . 

13 Our Union w i l l t e l l you t h a t over the 

14 years they had negotiated f o r post r e t i r e m e n t h e a l t h 

15 b e n e f i t s and have traded f o r those b e n e f i t s wage 

16 demands. 

17 A number o f employees have r e t i r e d 

18 under e a r l y r e t i r e m e n t programs, and have been 

19 assured t h a t post r e t i r e m e n t h e a l t h b e n e f i t s would 

20 continue. So i t was b a s i c a l l y c o n s i d e r a t i o n f o r the 

21 e a r l y r e t i r e m e n t program. 

22 I t i s something t h a t helps us t o 

23 r e t a i n t a l e n t a t PGW, because i t i s a goal t h a t 

24 employees have. And i t ' s important f o r us t o do 

25 t h a t , not only because o f t h e i r e x p e r t i s e and the 
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1 e f f e c t i t would have i f we would lose those people, 

2 but also because when we have t o go out i n t o the 

3 market and r e c r u i t replacements, i t t y p i c a l l y costs 

4 us more t o r e c r u i t someone from the outside who has a 

5 higher s a l a r y than any of our c u r r e n t employees. 

6 Q. What has PGW done t o m i t i g a t e the cost o f 

7 post r e t i r e m e n t healthcare b e n e f i t s ? 

8 A. We have been as a c t i v e as we can since 

9 2001 i n t r y i n g t o c o n s t r a i n the r i s i n g costs o f 

10 healthcare a t PGW. We have s u c c e s s f u l l y negotiated 

11 several p l a n designs. 

12 Back i n 2001, p r i o r t o our labor 

13 c o n t r a c t , we were o f f e r i n g a very generous PPL, a 

14 Personal Choice as a base plan. Over the years we 

15 have reduced our base plan t o a Keystone HMO product, 

16 and we continue t o make plan designs t o lessen the 

17 cost o f those products. 

18 We have i n s t i t u t e d mandatory m a i l 

19 order f o r our a c t i v e employees t h a t help c o n t r o l the 

20 r i s i n g cost o f p r e s c r i p t i o n b e n e f i t s . 

21 We meet w i t h the Union r e g u l a r l y t o 

22 discuss, you know, changes t h a t they may agree t o 

23 t h a t would also c o n t r o l healthcare costs. 

24 R i s i n g healthcare costs i s a problem. 

25 We're a c t i v e l y t r y i n g t o address t h a t problem as best 
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1 we can. 

2 Q. Now, you mentioned t h a t t h e r e was a base 

3 p l a n f o r r e t i r e e b e n e f i t s , and t h a t was i n s t i t u t e d i n 

4 2001. Now, i f somebody s e l e c t s a p l a n t h a t ' s 

5 d i f f e r e n t t h a n t h e base p l a n , i f you w i l l , b e t t e r 

6 t h a n t h e base p l a n --

7 A. They pay t h e a d d i t i o n a l c o s t . 

8 Q. And do you know what --

9 A. The o t h e r t h i n g t h a t we've — l e t me j u s t 

10 add, t h e o t h e r t h i n g t h a t we've done i n 2001 — i t 

11 used t o be t h a t you r e t i r e d w i t h t h e b e n e f i t s — t h e 

12 b e n e f i t s t h a t you had. 

13 I n 2001 we n e g o t i a t e d w i t h t h e Union 

14 t h a t you would r e t i r e o n l y w i t h Keystone 5 as a base 

15 p l a n , and i f you wanted something b e t t e r you would 

16 have t o buy up t o i t . 

17 We r e c e n t l y r e n e g o t i a t e d our c o n t r a c t 

18 w i t h L o c a l 686, so t h a t , e f f e c t i v e September 1 s t , 

19 employees r e t i r i n g now r e t i r e w i t h Keystone 10 as a 

20 base p l a n , w hich gave us a d d i t i o n a l s a v i n g s . 

21 Q. Now, what i s t h e annual c o s t — what i s 

22 t h e range o f annual c o s t i f somebody does upgrade 

23 d u r i n g r e t i r e m e n t , above t h e Keystone 10? 

24 Are you aware o f what t h e annual c o s t 

25 i s f r o m i n d i v i d u a l t o f a m i l y coverage? 
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1 A. W e l l , on t h e a c t i v e s i d e we're l o o k i n g a t 

2 -- I do n ' t have t h e d a t a i n f r o n t o f me. We're 

3 l o o k i n g a t 3 t o $400.00 a month buy-up f o r someone 

4 who went t o a Perso n a l Choice p r o d u c t over t h e 

5 Keystone base p l a n . 

6 P e r s o n a l Choice c o n t i n u e s t o 

7 e x p e r i e n c e double d i g i t r a t i n g i n c r e a s e s , w h i l e t h e 

8 Keystone p l a n has been a v e r a g i n g 1 t o 2 p e r c e n t 

9 i n c r e a s e s over t h e p a s t y e a r . So t h a t b e l t i s 

10 g e t t i n g b i g g e r and b i g g e r . 

11 MR. STUNDER: Thank you, Mr. 

12 D ' A t t i l i o . 

13 JUDGE FORDHAM: That ends y o u r d i r e c t ? 

14 MR. STUNDER: Yes. 

15 JUDGE FORDHAM: T h i s w i t n e s s i s 

16 e l i g i b l e f o r cross? 

17 MR. STUNDER: Yes, Your Honor. 

18 JUDGE JONES: The School D i s t r i c t 

19 wishes t o proce e d f i r s t o r OCA? 

20 MR. SHORE: No, I ' l l d e f e r t o OCA, 

21 Your Honor, we're t h e I n t e r v e n o r . 

22 JUDGE FORDHAM: Ms. Appleby, y o u ' l l be 

23 c o n d u c t i n g t h e cross? 

24 MS. APPLEBY: Yes, e i t h e r OTS, o r I 

25 can go i t f i r s t . 
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JUDGE FORDHAM: OTS, would you l i k e t o 

proce e d f i r s t . 

MR. KANASKI: I w i l l go f i r s t . I w i l l 

be b r i e f , Your Honor. 

JUDGE JONES: Mr. Kanaski, you may 

proceed, s i r . 

MR. KANASKI: Thank you, Your Honor. 

CROSS-EXAMINATION 

BY MR. KANASKI: 

Q. Good morning, Mr. D ' A t t i l i o . My name's 

R i c k Kanaski. I'm an a t t o r n e y w i t h t h e O f f i c e o f 

T r i a l S t a f f . I have a couple b r i e f q u e s t i o n s . F i r s t 

on y o u r r e j o i n d e r , you had mentioned t h a t PGW's 

c o n s t a n t l y s t r u g g l i n g t o r e t a i n employees; i s t h a t a 

c o r r e c t — 

A. Yes, s i r . 

Q. — assessment? 

A. That's c o r r e c t . 

Q. I n t h i s f i l i n g , i s t h e r e a n y t h i n g i n t h e 

r e c o r d i n d i c a t i n g t h e t u r n o v e r r a t e t h a t you 

e x p e r i e n c e — and i f I c o u l d r e p h r a s e . I ' d r a t h e r 

r e f e r t o t h e 45 o r 55 employees e l i g i b l e f o r t h e 

Management I n c e n t i v e Program. 

So w i t h t h a t backdrop, do you have any 
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1 data i n d i c a t i n g the turnover rate? 

2 A. I could t a l k t o you about i t . I don't 

3 know i f there's anything i n the records. 

4 Q. A l l r i g h t . Let's — 

5 MR. STUNDER: Or whether there's — i n 

6 an I n t e r r o g a t o r y Response; i s t h a t what you mean? 

7 Whether we — 

8 MR. KANASKI: I want t o explore the 

9 turnover. He mentioned t h a t we're having d i f f i c u l t y 

10 r e t a i n i n g employees. And of these management 

11 employees — 

12 BY MR. KANASKI: 

13 Q. Basic data. I f you can answer i t , g reat. 

14 I f not, w e ' l l move on. 

15 A. I t h i n k we've l o s t — over the past f o u r 

16 years we've l o s t 10 D i r e c t o r s slash Vice Presidents 

17 from the management — or what we now r e f e r t o as the 

18 management team. Our management team, over h a l f o f 

19 our management team i s r e t i r e m e n t e l i g i b l e as we s i t 

20 here today on the basis o f age. 

21 We a n t i c i p a t e t h a t close t o 40 percent 

22 of our management team w i l l probably r e t i r e by 2012 

23 based on the f a c t t h a t they become e l i g i b l e f o r a 

24 30-and-out r e t i r e m e n t program they have. I t ' s 

25 c l e a r l y the most popular r e t i r e m e n t mechanism t h a t we 
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1 have a t PGW. 

2 We1 r e v e r y — 

3 JUDGE FORDHAM: Mr. D ' A t t i l i o , p l e a s e 

4 keep y o u r v o i c e up. 

5 THE WITNESS: I'm s o r r y . 

6 JUDGE FORDHAM: You s a i d t h e r e was a 

7 30-and-out r e t i r e m e n t 'program. What d i d you say 

8 a f t e r t h a t ? 

9 THE WITNESS: That i s t h e most p o p u l a r 

10 mechanism f o r an employee t o r e t i r e f r o m PGW. 

11 And w i t h i n t h e n e x t f i v e y e a r s , a t 

12 l e a s t 25 o f our 57 management team members w i l l be 

13 e l i g i b l e f o r a 30- and-out r e t i r e m e n t . 

14 JUDGE FORDHAM: And do t h e y have t o 

15 have a c e r t a i n age — 

16 THE WITNESS: No. 

17 JUDGE FORDHAM: — a l o n g w i t h t h e 30? 

18 THE WITNESS: No, t h a t i s n o t age 

19 dependent. I f you have 30 ye a r s o f s e r v i c e , you a r e 

20 e l i g i b l e t o r e t i r e . 

21 JUDGE FORDHAM: Thank you. You may 

22 proceed, Mr. Kanaski. 

23 MR. KANASKI: Thank you, Your Honor. 

24 BY MR. KANASKI: 

25 Q. Do you have d a t a o r i n f o r m a t i o n o r y o u r 
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1 knowledge here i n d i c a t i n g how many o f these 

2 management employees l e a v e PGW t o go t o a n o t h e r 

3 f a c i l i t y , a n o t h e r f i r m , a n o t h e r e n t i t y ? 

4 A. I d o n ' t have t h a t . I can t a l k on i t 

5 s o l e l y about a few people t h a t I know, b u t I d o n ' t 

6 have d a t a on i t . 

7 Q. So i n terms o f when we're r e f e r r i n g t o an 

8 I n c e n t i v e Program t o r e t a i n employees, would you 

9 agree w i t h me t h a t i t ' s p r o b a b l y l e s s e f f e c t i v e i n an 

10 a t t e m p t t o r e t a i n p e o p l e who a r e g o i n g t o r e t i r e ? 

11 A. No, I d o n ' t agree w i t h t h a t a t a l l . 

12 Q. So i t ' s y o u r b e l i e f t h a t g i v e n t h e p r o p e r 

13 i n c e n t i v e , t h e y ' l l c o n t i n u e t o work a t PGW? 

14 A. That i s one f a c t o r i n an employee's c h o i c e 

15 t o c o n t i n u e t o work, t o r e t i r e o r t o seek employment 

16 elsewhere. 

17 Q. I ' l l a c c e p t t h a t . L e t ' s move t o y o u r 

18 E x h i b i t AD-2. Do you have t h a t ? 

19 A. I do. 

20 Q. I'm g o i n g t o r e f e r you t o , I b e l i e v e i t ' s 

21 t h e second page where i t says, Management I n c e n t i v e 

22 Payments. 

23 A. Yes. 

24 Q. Would you agree t h a t ' s a l s o d e s c r i b e d as 

25 t h e one-time a t r i s k payment g i v e n i n September, 
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25 

That 1s c o r r e c t . 

T e l l me who approved the one-time a t r i s k 

1 2005? 

2 A 

3 Q 

4 program 

5 A. The Board of the P h i l a d e l p h i a Gas Works. 

6 Q. Did the P h i l a d e l p h i a Gas Commission, i n 

7 i t s 2006 budget, d i d they approve the one-time a t 

8 r i s k payment? 

9 A. I'm not sure. I don't b e l i e v e so. 

10 Q. And t h i s may be outside your subject 

11 matter, I ' l l ask i t anyway. Would you agree t h a t the 

12 Gas Commission approves PGW's budget? 

13 A. Yes. 

14 Q. Same question f o r the 2007 budget, has 

15 Ph i l a d e l p h i a Gas Commission approved t h i s program as 

16 an ongoing Management I n c e n t i v e Program i n t h i s 

17 budget? 

A. 

Q-

A. 

For the c u r r e n t f i s c a l year? 

For 2007, yes. 

No. 

JUDGE JONES: What was your answer, 

please. 

THE WITNESS 

JUDGE JONES 

THE WITNESS 

No. 

Thank you. 

I'm so r r y . 
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1 MR. KANASKI: Thank you. I have no 

2 f u r t h e r q u e s t i o n s . 

3 JUDGE FORDHAM: Ms. Appleby. 

4 MS. APPLEBY: Yes, Your Honor. I j u s t 

5 have a few q u e s t i o n s . 

6 CROSS-EXAMINATION 

7 BY MS. APPLEBY: 

8 Q. F o r g i v e me i f I t r e a d o ver a n y t h i n g you've 

9 a l r e a d y c o v e r e d w i t h OTS. 

10 Good morning. 

11 A. Good morning. 

12 Q. My name i s C h r i s t y Appleby, and I'm w i t h 

13 t h e O f f i c e o f Consumer Advocate. 

14 My f i r s t q u e s t i o n , am I c o r r e c t t h a t 

15 t h e Statement o f Income f o r f i s c a l y e a r 2007, t h e 

16 t e s t y e a r f o r t h i s p r o c e e d i n g , i n c l u d e s $500,000.00 

17 f o r an I n c e n t i v e Bonus Program? 

18 A. I b e l i e v e so, yes. 

19 Q. Could you p l e a s e t u r n t o y o u r e x h i b i t 

20 a t t a c h e d t o — as AD-2 t o y o u r r e b u t t a l t e s t i m o n y . 

21 And I'm l o o k i n g s p e c i f i c a l l y a t t h e 

22 response t o OCA's — PGW's response t o OCA-3-35. The 

23 second I n t e r r o g a t o r y Response a t t a c h e d . 

24 A. Do I have t h a t ? 

25 MR. STUNDER: Yes, you do. 
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1 THE WITNESS: I'm s o r r y . 

2 BY MS. APPLEBY: 

3 Q. Am I c o r r e c t t h a t AD-2 shows — t o OCA's 

4 3-35 Response, t h a t each y e a r o f t h e 5-year f o r e c a s t 

5 i n c l u d e s s i m i l a r amounts f o r i n c e n t i v e bonuses 

6 r a n g i n g f r o m $510,000.00 f o r f i s c a l y e a r 2008, t o 

7 $552,000.00 f o r f i s c a l y e ar 2012? 

8 A. That appears t o be c o r r e c t , yes. 

9 Q- When d i d t h e Company's I n c e n t i v e Bonus 

10 Program begin? 

11 A. We o n l y had one ye a r o f i t , and t h a t was 

12 i n September o f 2005. 

13 Q. And am I c o r r e c t t h a t no s p e c i f i c f o r m a l 

14 g u i d e l i n e s f o r t h e program have been adopted t o date? 

15 A. I would say t h a t y ou're n o t c o r r e c t . As I 

16 i n d i c a t e d i n my p r i o r t e s t i m o n y , I t h i n k t h e program 

17 i s w e l l documented. W h i l e we have n o t c r a f t e d a 

18 s p e c i f i c Compensation -- a s i n g l e document t h a t w i l l 

19 t o t a l l y e x p l a i n i t , w i t h a l l o f our Responses t o t h e 

20 I n t e r r o g a t o r i e s , I t h i n k t h e system i s v e r y w e l l 

21 documented. 

22 C e r t a i n l y our 57 management team 

23 members u n d e r s t a n d t h e program w e l l . 

24 MS. APPLEBY: Could I have a moment? 

25 JUDGE FORDHAM: Yes, you may. 
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1 ( D i s c u s s i o n o f f t h e r e c o r d ) 

2 BY MS. APPLEBY: 

3 Q. And I j u s t have one f i n a l q u e s t i o n . T h i s 

4 r e l a t e s t o t h e response you gave t o OTS's q u e s t i o n 

5 r e g a r d i n g t h e f i s c a l y e a r 2007 O p e r a t i n g Budget 

6 p r o c e e d i n g b e f o r e t h e P h i l a d e l p h i a Gas Commission, 

7 and t h e i r d e n i a l o f t h e I n c e n t i v e Program as you 

8 s t a t e d . 

9 MR. CLEARFIELD: O b j e c t i o n , Your 

10 Honor. That m i s s t a t e s t h e t e s t i m o n y . 

11 He d i d n ' t say i t d e n i e d i t i n a budget 

12 f o r 2007. I t wasn't done y e t . 

13 JUDGE FORDHAM: I t h o u g h t he s a i d i t 

14 was n o t approved. 

15 MR. CLEARFIELD: W e l l , t h a t doesn't 

16 mean i t was de n i e d . 

17 JUDGE FORDHAM: Okay. That's what I 

18 t h o u g h t he meant. 

19 Could you r e s t a t e --

20 MR. CLEARFIELD: We can c l a r i f y t h a t 

21 on r e d i r e c t . 

22 MS. APPLEBY: The q u e s t i o n does n o t 

23 have t h a t language i n i t , so I ' l l j u s t ask a 

24 q u e s t i o n . 

25 BY MS. APPLEBY: 
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1 Q. Am I c o r r e c t t h a t i n t h e f i s c a l y e a r 2007 

2 O p e r a t i n g Budget p r o c e e d i n g b e f o r e t h e P h i l a d e l p h i a 

3 Gas Commission PGW's budget r e q u e s t f o r i n c e n t i v e 

4 bonuses was d e n i e d , quote, because c l e a r l y 

5 a r t i c u l a t e d , w e l l d e f i n e d , q u a n t i t a t i v e g o a l s and 

6 c r i t e r i a a r e absent? 

7 A. J u s t t o be c l e a r , y o u ' r e t a l k i n g about o ur 

8 c u r r e n t f i s c a l year? 

9 Q. The f i s c a l y e a r 2007 O p e r a t i n g Budget 

10 p r o c e e d i n g b e f o r e t h e P h i l a d e l p h i a Gas Commission. 

11 A. And I b e l i e v e t h a t t h e language t h a t 

12 you're q u o t i n g f r o m i s language f r o m a Gas Commission 

13 Order. 

14 MS. APPLEBY: Thank you. Could I ask 

15 f o r one more moment? 

16 JUDGE JONES: Yes, you may. 

17 MS. APPLEBY: Thank you. 

18 ( D i s c u s s i o n o f f t h e r e c o r d ) 

19 MS. APPLEBY: That's a l l we have, Your 

20 Honor. 

21 JUDGE FORDHAM: Thank you, Ms. 

22 Appleby. Mr. Shore. 

23 MR. SHORE: Thank you, Your Honors. 

24 CROSS-EXAMINATION 

25 BY MR. SHORE: 
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1 Q. Good morning, Mr. D ' A t t i l i o . I'm Miles 

2 Shore. I represent the School D i s t r i c t o f 

3 P h i l a d e l p h i a . 

4 A. Good morning, Mr. Shore. 

5 Q- How long have you been i n your present 

6 p o s i t i o n ? 

7 A. May of 2005. 

8 Q. What's your background and experience i n 

9 the Human Resources f i e l d , how long? 

10 A. I've been i n Human Resources since 1983. 

11 I worked a t the C i t y of P h i l a d e l p h i a i n the Central 

12 Personnel Department from 1983 t o 1989. 

13 I then went t o the P h i l a d e l p h i a 

14 I n t e r n a t i o n a l A i r p o r t D i v i s i o n o f A v i a t i o n where I 

15 served as t h e i r Labor and Safety D i r e c t o r from 1989 

16 t o January of 1994. 

17 At t h a t time I had achieved my law 

18 degree, and I went t o the C i t y S o l i c i t o r ' s O f f i c e 

19 where I p r a c t i c e d employment law — employment and 

20 labor law from 1994, January, t o March o f 1999, when 

21 I came t o — there was a b r i e f s t i n t where I 

22 p r a c t i c e d a t Blank Rome from January o f '99 t o March 

23 o f '99. 

24 I then came t o the Ph i l a d e l p h i a Gas 

25 Works where I've been, i n one form or another, i n HR 
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1 o r an H R - r e l a t e d f i e l d s i n c e t h a t p o i n t i n t i m e . I 

2 s t a r t e d o u t as t h e D i r e c t o r o f Labor. 

3 I t h e n became t h e D i r e c t o r o f Labor, 

4 S a f e t y and — Labor, S a f e t y and S e c u r i t y . And, t h e n 

5 i n May I became t h e V i c e P r e s i d e n t o f Human 

6 Resources, May o f 2005. 

7 Q. Are you s t i l l an a t t o r n e y - a t - l a w , a d m i t t e d 

8 t o p r a c t i c e i n Pe n n s y l v a n i a i n good s t a n d i n g ? 

9 A. I am. 

10 Q. You s a i d t h a t t h e Company has r e c e n t l y 

11 r e n e g o t i a t e d w i t h t h e Union f o r Keystone 10 t o be t h e 

12 base p l a n ; i s t h a t r i g h t ? 

13 A. E f f e c t i v e September o f 2007. 

14 Q. And has t h a t been approved by t h e Board? 

15 A. Yes. 

16 Q. And i t ' s been approved by t h e Union? 

17 A. I t ' s been approved by t h e Union. 

18 Q. And t h a t amendment i s e f f e c t i v e p r i o r t o 

19 t h e end o f t h e term o f t h e C o l l e c t i v e B a r g a i n i n g 

2 0 Agreement? 

21 A. The C o l l e c t i v e B a r g a i n i n g Agreement would 

22 have e x p i r e d i n May o f 2008. T h i s extends t h e 

23 C o l l e c t i v e B a r g a i n i n g Agreement t h r o u g h May o f 2010. 

24 Q. Was t h e e n t i r e C o l l e c t i v e B a r g a i n i n g 

25 Agreement extended — 
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1 A. Yes. 

2 Q. — t i l l May, 2010? What i s PGW's c u r r e n t 

3 -- t h a t i s , f o r the f i s c a l year 2007, budget f o r 

4 h e a l t h and welfare costs? 

5 A. For t h i s f i s c a l year I b e l i e v e i t was $37 

6 m i l l i o n , and we expect i t t o be about $39 m i l l i o n i n 

7 the next f i s c a l year. 

8 Q. And of t h a t budget, how much of t h a t i s 

9 f o r h e a l t h and welfare costs f o r r e g u l a r r e t i r e e s ? 

10 A. Someone i n d i c a t e d i t was about $11 

11 m i l l i o n , and I t h i n k t h a t was c o r r e c t . 

12 Q. And does t h a t $11 m i l l i o n i n clude any 

13 c o n t r i b u t i o n by employees f o r h e a l t h and welfare 

14 b e n e f i t s ? 

15 A. Well, t h a t ' s our cost. The a c t -- I mean, 

16 the employees are paying — employees and r e t i r e e s 

17 are paying more i f they choose t o e i t h e r buy up t o a 

18 pl a n , or i f they l i v e i n an area where our base plan 

19 i s n ' t there and they have t o buy up. 

20 Q. Do e a r l y r e t i r e e s get the h e a l t h and 

21 welfare b e n e f i t s w i t h o u t any c o n t r i b u t i o n ? 

22 A. Ea r l y r e t i r e e s ? 

23 Q. Yes. 

24 A. Anyone who r e t i r e d before 2001, they're 

25 not c o n t r i b u t i n g a t a l l . 
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1 Q. And i s there a category of employees — an 

2 e a r l y r e t i r e e category o f people who r e t i r e d before 

3 the 30 years of service? 

4 Are they c a l l e d e a r l y r e t i r e e s also? 

5 A. There's d i f f e r e n t — there's d i f f e r e n t 

6 designations o f r e t i r e e s . Not a l l r e t i r e e s have 

7 h e a l t h b e n e f i t s . You have t o e i t h e r r e t i r e a t 62 or 

8 65, or -- w e l l , f i r s t o f a l l you have t o go from 

9 a c t i v e service i n t o r e t i r e m e n t . You can't have a 

10 break between a c t i v e service and re t i r e m e n t . 

11 You have t o — i f you're not 65, you 

12 have t o have a minimum of 15 years of ser v i c e . And, 

13 then we have two categories o f e a r l y r e t i r e e s , a t 55 

14 w i t h 15 years of se r v i c e , and, then s p e c i a l e a r l y a t 

15 55 w i t h 25 years o f service. 

16 Q. And o f the t o t a l budget, t h i s year's 

17 budget f o r h e a l t h and welfare costs, how much of t h a t 

18 i s a l l o c a t e d t o e a r l y r e t i r e e s ? 

19 A. To t h a t p a r t i c u l a r category, I couldn't 

20 t e l l you o f f the top of my head. 

21 Q. Did you consult w i t h anyone other than 

22 PGW's att o r n e y t o prepare f o r your o r a l r e j o i n d e r 

23 today? 

24 A. No. 

25 Q. Did you read Ms. Mondre's - -
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1 MR. STUNDER: Could I ask Mr. Shore t o 

2 r e p e a t t h e l a s t q u e s t i o n , o r c o u l d 1 ask t h a t t h a t 

3 q u e s t i o n and answer be repeated? 

4 Not t h i s one, t h e one p r i o r t o t h a t . 

5 JUDGE JONES: I un d e r s t a n d , Mr. 

6 Stunder. Court R e p o r t e r , p l e a s e r e a d back t h e 

7 q u e s t i o n and answer. 

8 (Whereupon, t h e R e p o r t e r r e a d f r o m t h e 

9 r e c o r d as requested.) 

10 THE WITNESS: No, n o t i n p r e p a r a t i o n 

11 

12 JUDGE JONES: J u s t a moment. Go 

13 ahead, Mr. Shore. You have a q u e s t i o n . 

14 THE WITNESS: I d i d . I mean, I ' v e 

15 t a l k e d t o p e o p l e , my own s t a f f , i f t h a t ' s what you're 

16 r e f e r r i n g t o . And I t a l k e d t o t h e Union, t h e 

17 c o l l e c t i v e b a r g a i n i n g h i s t o r y o f PGW b e f o r e I a r r i v e d 

18 i n 1999. 

19 JUDGE JONES: Wai t a m i n u t e . 

20 THE WITNESS: I want t o be a c c u r a t e . 

21 JUDGE JONES: Mr. D ' A t t i l i o , I b e l i e v e 

22 t h e r e was an exchange. The Co u r t R e p o r t e r s a i d t h e 

23 q u e s t i o n and t h e answer. And, t h e n Mr. Shore asked 

24 a n o t h e r q u e s t i o n about whether you r e v i e w e d Ms. 

25 Mondre 1s t e s t i m o n y . 
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1 THE WITNESS: Oh, I'm sorr y . 

2 JUDGE JONES: I be l i e v e you * re 

3 answering the question t h a t was s t a t e d by the Court 

4 Reporter. 

5 THE WITNESS: I am. I apologize. And 

6 I have reviewed Ms. Mondre's testimony as w e l l . 

7 MR. SHORE: And I plan t o f o l l o w up on 

8 t h a t . 

9 JUDGE JONES: Go ahead, Mr. Shore. 

10 BY MR. SHORE: 

11 Q. Did you con s u l t w i t h Mr. White i n 

12 preparing your o r a l r e j o i n d e r testimony? 

13 A. No. 

14 Q. Did you consult w i t h any of your s t a f f , 

15 the HR s t a f f , i n preparing j u s t f o r your o r a l 

16 r e j o i n d e r testimony today? 

17 A. Yes, f o r example, the r e t i r e m e n t 

18 i n f o r m a t i o n t h a t I gave e a r l i e r came from members o f 

19 my s t a f f . 

20 MR. SHORE: Thank you. I have no 

21 f u r t h e r questions, Your Honor. 

22 JUDGE JONES: Thank you. 

23 JUDGE FORDHAM: Mr. D ' A t t i l i o , you've 

24 i n d i c a t e d t h a t the Board approved the amount o f the 

25 I n c e n t i v e Compensation Plan — Compensation Program 
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1 t h a t was i n s t i t u t e d ; i s t h a t c o r r e c t ? 

2 THE WITNESS: I n 2005, t h a t i s 

3 c o r r e c t . 

4 JUDGE FORDHAM: I s t h e r e anyone e l s e 

5 t h a t needed t o approve t h a t , any o t h e r e n t i t y ? 

6 THE WITNESS: To my knowledge, no. 

7 JUDGE FORDHAM: There was some 

8 q u e s t i o n , I b e l i e v e , by b o t h Mr. Kanaski and Ms. 

9 Appleby about t h e Gas Commission. Has t h e Gas 

10 Commission r e v i e w e d t h e Compensation package and 

11 e i t h e r approved o r n o t approved i t f o r t h e c u r r e n t 

12 f i s c a l year? 

13 THE WITNESS: They have r e v i e w e d t h e 

14 Compensation — w e l l , t h e I n c e n t i v e Compensation 

15 Program, o r A t Ri s k Program i n t h e c u r r e n t f i s c a l 

16 y e a r . To my knowledge t h e y have n o t approved i t . I 

17 d o n ' t q u i t e u n d e r s t a n d o r f e e l c o m f o r t a b l e enough t o 

18 d i s c u s s what l e v e l s o f a p p r o v a l i s r e q u i r e d by t h e 

19 Gas Commission. So I would l e a v e t h a t d i s c u s s i o n f o r 

20 someone e l s e . 

21 MR. CLEARFIELD: Your Honor, I t h i n k I 

22 c o u l d s t a t e i t 'cause i t ' s a l e g a l f a c t . The Gas 

23 Commission approves t h e budget. So i t d e t e r m i n e s 

24 whether an i t e m can be i n c l u d e d i n t h e budget. 

25 A se p a r a t e q u e s t i o n i s whether t h e gas 
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1 — whether PGW can c o n t i n u e t o o p e r a t e o r u n d e r t a k e 

2 an o p e r a t i o n t h a t ' s n o t i n c l u d e d i n t h e budget. 

3 But as o f 2007, t h i s i t e m was n o t 

4 i n c l u d e d — was d e c l i n e d t o be i n c l u d e d i n t h e budget 

5 as approved by t h e Gas Commission. 

6 But i t ' s a l s o -- w e l l , w e ' l l g e t i n t o 

7 r e d i r e c t as t o whether t h e r e 1 s f i n a l i t y t o t h a t 

8 i s s u e . 

9 JUDGE FORDHAM: Okay. I ' l l a l l o w you 

10 t o do t h a t . The o t h e r q u e s t i o n I was g o i n g t o ask 

11 you, and you m i g h t n o t be a b l e t o answer t h i s , and I 

12 asked about o t h e r e n t i t i e s . I s C i t y C o u n c i l i n v o l v e d 

13 i n t h i s a t a l l , i n terms o f r e v i e w i n g t h e budget 

14 and/or t h e Compensation package? 

15 THE WITNESS: My u n d e r s t a n d i n g , and I 

16 c o u l d be wrong, i s t h a t C i t y C o u n c i l r e v i e w s t h e 

17 c a p i t a l budget, n o t t h e O p e r a t i n g Budget. 

18 JUDGE FORDHAM: A n y t h i n g f r o m OTS o r 

19 OCA? 

20 JUDGE JONES: Does c o u n s e l need t i m e 

21 f o r d i s c u s s i o n b e f o r e r e d i r e c t ? 

22 MR. CLEARFIELD: Yes. 

23 ( D i s c u s s i o n o f f t h e r e c o r d ) 

24 JUDGE FORDHAM: Mr. C l e a r f i e l d , 

25 r e d i r e c t . 
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1 REDIRECT EXAMINATION 

2 BY MR. CLEARFIELD: 

3 Q. What's your understanding o f the c u r r e n t 

4 sta t u s o f the Management I n c e n t i v e Compensation Plan 

5 w i t h respect t o the Gas Commission's determination o f 

6 the FY '07 budget? 

7 A. The Gas Commission l e f t open the 

8 p o s s i b i l i t y t h a t they would approve the I n c e n t i v e 

9 Compensation Program i f we provided s p e c i f i c 

10 g u i d e l i n e s . 

11 Q. And have we made any proposal t o t h a t 

12 e f f e c t ? 

13 A. Yes. 

14 Q. Has anything l i k e t h a t happened? Any 

15 conclusion been made a t t h i s p o i n t i n any way? 

16 A. To my knowledge, no. 

17 Q. And we're not suggesting the Gas 

18 Commission's done anything or w i l l n e c e s s a r i l y do 

19 anything one way or the other, are we? 

20 A. I have no idea what the Gas Commission may 

21 do. 

22 MR. CLEARFIELD: That's a l l we have. 

23 JUDGE FORDHAM: Any recross based on 

24 the r e d i r e c t ? 

25 MS. APPLEBY: Yes, Your Honor. I j u s t 
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1 have one q u e s t i o n , I t h i n k . 

2 JUDGE FORDHAM: Go ahead, Ms. Appleby. 

3 RECROSS-EXAMINATION 

4 BY MS. APPLEBY: 

5 Q. The Gas Commission s a i d t h a t t h e Company 

6 c o u l d r e s u b m i t i t s p r o p o s a l w i t h w e l l - d e f i n e d , 

7 q u a n t i f i a b l e g o a l s ; i s t h a t c o r r e c t ? 

8 A. Are you r e a d i n g f r o m — i f you're r e a d i n g 

9 f r o m t h e Order t h a t ' s what i t says, okay. 

10 Q. And have t h e y done so t o date? 

11 MR. CLEARFIELD: Your Honor, I'm g o i n g 

12 t o o b j e c t because t h e Gas Commission's a p p r o v a l i s 

13 n o t d i s p o s i t i v e here. T h i s i s a r a t e case. 

14 Whether t h e Gas Commission approves 

15 t h i s P lan o r doesn't, doesn't impact d i r e c t l y on 

16 whether t h e PUC can approve i t . 

17 MS. APPLEBY: No, b u t I t h i n k , Your 

18 Honors, t h a t i t i s i m p o r t a n t t h a t t h e P h i l a d e l p h i a 

19 Gas Commission has s a i d t h i s amount cannot y e t be 

20 i n c l u d e d i n t h e O p e r a t i n g Budget because i t has n o t 

21 s u f f i c i e n t l y been w e l l - d e f i n e d , q u a n t i t a t i v e g o a l s 

22 and c r i t e r i a a r e absent. So t h a t ' s i m p o r t a n t — 

23 MR. CLEARFIELD: W e l l , he a l r e a d y 

24 answered t h a t q u e s t i o n . But t h e r e ' s a l o t o f 

25 expenses t h a t t h e Gas Commission has approved, and, 
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1 you know, those have not been — 

2 MS. APPLEBY: But t h a t ' s not the 

3 subject — 

4 MR. CLEARFIELD: Excuse me. Excuse 

5 me. Your Honor, I ask t h a t counsel not i n t e r r u p t me 

6 i n the middle o f a sentence. There's a l o t o f 

7 expenses the Gas Commission has approved. As f a r as 

8 I know, we haven't made a determination t h a t i f the 

9 Gas Commission approves an expense, t h a t i t ' s 

10 a u t o m a t i c a l l y p e r m i t t e d f o r r a t e making purposes. 

11 MS. APPLEBY: I t h i n k we have the 

12 record c l e a r here t h a t both the P h i l a d e l p h i a Gas 

13 Commission has s t a t e d t h a t the I n c e n t i v e Bonus 

14 Compensation Program could not be included a t t h i s 

15 time i n the 2007 Operating Budget, but they have the 

16 a b i l i t y t o resubmit i t , and they have not y e t done 

17 so. 

18 MR. CLEARFIELD: A l l r i g h t . Well, i f 

19 t h a t ' s a l l — 

20 MS. APPLEBY: I t h i n k t h a t ' s — 

21 MR. CLEARFIELD: — been e s t a b l i s h e d , 

22 Your Honor. So I would move -- I would o b j e c t on 

23 asked and answered then. 

24 JUDGE FORDHAM: So what i s your 

25 c u r r e n t question? 
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1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

MS. APPLEBY: My c u r r e n t q u e s t i o n i s 

whether t h e y have r e s u b m i t t e d i t t o date? 

JUDGE FORDHAM: And he — 

MR. CLEARFIELD: I ' l l w i t h d r a w my 

o b j e c t i o n . 

t h e q u e s t i o n . 

Honor. 

Honor. 

D ' A t t i l i o . 

t h a t . 

JUDGE JONES: The w i t n e s s w i l l answer 

THE WITNESS: No. 

MS. APPLEBY: That's a l l I have. Your 

JUDGE FORDHAM: OTS. 

MR. KANASKI: No q u e s t i o n s , Your 

JUDGE FORDHAM: School D i s t r i c t ? 

MR. SHORE: No q u e s t i o n s , Your Honor. 

MR. CLEARFIELD: Thank you, Mr. 

JUDGE JONES: A c t u a l l y , I g e t t o say 

MR. CLEARFIELD: I a p o l o g i z e , Your 

Honor. He l o o k e d a t me and I had t o say something. 

JUDGE JONES: We a r e o f f t h e r e c o r d . 

(Wi t n e s s excu sed) 

(Recess) 

JUDGE JONES: We * r e back on t h e 

COMMONWEALTH REPORTING COMPANY, INC 
{800)334-1063 



814 

1 r e c o r d . I'm i n f o r m e d by co u n s e l f o r PGW and PHA t h a t 

2 t h e r e i s an agreement reached i n r e f e r e n c e t o Mr. 

3 Gorman. I s t h a t c o r r e c t , gentlemen? 

4 MR. STUNDER: Yes, Your Honors. 

5 JUDGE JONES: And who w i l l be 

6 p r e s e n t i n g t h a t ? 

7 MR. STUNDER: I t h i n k I w i l l . Your 

8 Honor. And, t h e r e ' s a l s o , a t t h e same t i m e , we have 

9 a w r i t t e n S t i p u l a t i o n about Mr. Gorman's t e s t i m o n y 

10 w i t h t h e School D i s t r i c t as w e l l . And t h a t i s what 

11 Ms. O'Dell i s handing up t o Your Honors. 

12 But t h e S t i p u l a t i o n w i t h t h e 

13 P h i l a d e l p h i a Housing A u t h o r i t y , I ' d l i k e t o r e a d i n t o 

14 t h e r e c o r d . I w i l l have a w r i t t e n v e r s i o n o f t h a t . 

15 JUDGE JONES: Okay. You may proceed, 

16 Mr. Stunder. 

17 MR. STUNDER: As f a r as Mr. Gorman's 

18 t e s t i m o n y o r t e s t i m o n i e s go, i t i s PGW's Statement 8 

19 and PGW's Statement 8-R, and i f Mr. Gorman were h e r e 

20 t o t e s t i f y , he would t e s t i f y t h a t t h e Answers would 

21 be t h e same as i n h i s t e s t i m o n y t h a t was p r e p a r e d by 

22 h i m s e l f o r under h i s s u p e r v i s i o n . And t h e y a r e t r u e 

23 and c o r r e c t t o t h e b e s t o f h i s b e l i e f , knowledge and 

24 u n d e r s t a n d i n g . 

25 And i t i n c l u d e s — I d o n ' t -- I t h i n k 
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1 i t ' s E x h i b i t s 1 t h r o u g h 8, which a r e i n t h e Cost 

2 D i s t u r b a n c e Study, which i s a s e p a r a t e volume. 

3 L e t me j u s t check t h a t f o r accuracy. 

4 Your Honors, i n t h e i n i t i a l f i l i n g and h i s i n i t i a l 

5 t e s t i m o n y i t ' s E x h i b i t s 1 t h r o u g h 8, and w i t h h i s 

6 r e b u t t a l t e s t i m o n y i t ' s E x h i b i t s 1 t h r o u g h 8 r e v i s e d . 

7 And b o t h t h e School D i s t r i c t and 

8 P h i l a d e l p h i a Housing A u t h o r i t y have agreed t o waive 

9 c r o s s - e x a m i n a t i o n . 

10 The w r i t t e n S t i p u l a t i o n w i t h t h e 

11 School D i s t r i c t , as I s t a t e d , i s passed up. 

12 And t h e S t i p u l a t i o n w i t h t h e 

13 P h i l a d e l p h i a Housing A u t h o r i t y i s as f o l l o w s : 

14 Number 1, t h e Cost o f S e r v i c e Study 

15 p r o v i d e d i n Volume 3 o f PGW's i n i t i a l f i l i n g i n t h i s 

16 p r o c e e d i n g , was p r e p a r e d by Mr. Howard Gorman. Mr. 

17 Gorman e v a l u a t e d t h e c o s t o f s e r v i c e f o r t e s t y e a r 

18 2007 i n t h i s s t u d y . 

19 Number 2, G u i d i n g p r i n c i p l e s , comma, 

20 such as g r a d u a l i s m , comma, were a p p l i e d t o c o s t 

21 a l l o c a t i o n s f o r customer c l a s s e s on an o v e r a l l b a s i s 

22 and n o t an i n d i v i d u a l c l a s s b a s i s , i n d e r i v i n g t h e 

23 r a t e s f o r t h e proposed i n c r e a s e . 

24 Number 3, t h e Cost o f S e r v i c e Study 

25 d i d n o t examine t h e c o s t o f s e r v i c e f o r any p e r i o d 

COMMONWEALTH REPORTING COMPANY, INC 
(800)334-1063 



816 

1 o t h e r t h a n 2007. 

2 And t h a t completes t h e S t i p u l a t i o n 

3 between PGW and t h e P h i l a d e l p h i a Housing A u t h o r i t y . 

4 JUDGE JONES: You have r e f e r r e d t o 

5 PGW's Statement 8, PGW's Statement 8-R. E x h i b i t s 

6 accompanying PGW Statement 8 a r e 1 t h r o u g h 8, and 

7 e x h i b i t s accompanying PGW Statement 8-R, e x h i b i t s 1 

8 t h r o u g h 8 r e v i s e d . 

9 You have a l s o r e f e r r e d t o PGW He a r i n g 

10 E x h i b i t Number 4 as t h e S t i p u l a t i o n between PGW and 

11 t h e School D i s t r i c t , and you have r e a d i n t o t h e 

12 r e c o r d an o r a l s t i p u l a t i o n between PGW and t h e 

13 P h i l a d e l p h i a Housing A u t h o r i t y . 

14 Do you w i s h t o have these documents 

15 a d m i t t e d i n t o t h e r e c o r d , s i r ? 

16 MR. STUNDER: Yes, Your Honor. 

17 JUDGE JONES: I do have a c o r r e c t i o n 

18 t o PGW's Statement 8-R. On page 1, l i n e 17, i t reads 

19 P e n n s y l v a n i a O f f i c e o f Consumer Advocate, p a r e n , 

20 OSBA, paren. I b e l i e v e you mean Pe n n s y l v a n i a O f f i c e 

21 o f Small Business Advocate? 

22 MR. STUNDER: Yes, t h a t would be 

23 c o r r e c t , because t h e w i t n e s s i s Mr. Knecht. 

24 JUDGE JONES: So w i t h t h a t change t o 

25 PGW's Statement 8-R, I w i l l a d m i t a l l o f t h e 
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1 testimony t h a t I r e f e r r e d t o , a l l o f the e x h i b i t s 

2 t h a t I r e f e r r e d t o as w e l l as the PGW Hearing E x h i b i t 

3 Number 4 and your o r a l S t i p u l a t i o n t h a t was read i n t o 

4 the record. 

5 Are there any objections? 

6 JUDGE JONES: So admitted. 

7 (Whereupon, the documents were marked 

8 as PGW Statement 8, Statement 8-R, E x h i b i t No. 4, f o r 

9 i d e n t i c a t i o n and were received i n evidence.) 

10 JUDGE JONES: Are there any other 

11 housekeeping matters before we present witnesses? 

12 Hearing none, very w e l l . I b e l i e v e we 

13 are scheduled t o have Mr. Colton t e s t i f y on behalf o f 

14 OCA; i s t h a t c o r r e c t , Ms. Appleby? 

15 MS. APPLEBY: Yes, Your Honor. 

16 JUDGE JONES: Thank you, Ms. Appleby. 

17 Please keep your voice up. I know you can do 

18 t h a t . 

19 MS. APPLEBY: I w i l l do t h a t . I'm 

20 sor r y . Your Honor. 

21 ROGER D. COLTON, having been duly 

22 sworn, t e s t i f i e d as f o l l o w s : 

23 JUDGE FORDHAM: Would you please be 

24 seated. Would you s t a t e your name and business 

25 address f o r the record, and please s p e l l your l a s t 
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1 name. 

2 THE WITNESS: My name i s Roger D. 

3 Colton, C-O-L- T-O-N. My business address i s Fisher, 

4 Sheehan and Colton, 34 Warwick Road, Belmont, 

5 Massachusetts 02478. 

6 JUDGE FORDHAM: Thank you. Ms. 

7 Appleby. 

8 DIRECT EXAMINATION 

9 BY MS. APPLEBY: 

10 Q. You have before you your d i r e c t , r e b u t t a l 

11 and s u r r e b u t t a l testimony on behalf of the 

12 Pennsylvania O f f i c e o f Consumer Advocate t h a t are 

13 dated A p r i l 6th, 2007, May 4th, 2007 and May 15, 

14 2007, c o l l e c t i v e l y ? 

15 A. I do. 

16 Q. Your d i r e c t testimony consists of 27 

17 pages. Appendix A, and Schedules RDC 1 through RDC 2; 

18 i s t h a t correct? 

19 A. That's c o r r e c t . 

20 Q. Your r e b u t t a l testimony consists o f 30 

21 pages and Schedules RDC 1-R and RDC 2-R; i s t h a t 

22 correct? 

23 A. That's c o r r e c t . 

24 Q. Your S u r r e b u t t a l testimony c o n s i s t s o f 15 

25 pages and Schedules RDC 1-SR and RDC 2-SR; i s t h a t 
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1 correct? 

2 A. That's c o r r e c t . 

3 MS. APPLEBY: Your Honor, the O f f i c e 

4 o f Consumer Advocate has p r e v i o u s l y d i s t r i b u t e d 

5 copies of these Statements t o a l l the p a r t i e s , and 

6 would l i k e t o have these e x h i b i t s marked, OCA 

7 Statement 4, 4-R and 4-S, f o r the record. 

8 I have presented t o — 

9 JUDGE FORDHAM: They w i l l be so 

10 marked. 

11 (Whereupon, the documents were marked 

12 as OCA Statement 4, Statement 4-R and Statement 4-SR 

13 f o r i d e n t i f i c a t i o n . ) 

14 MS. APPLEBY: Oh, thank you, Your 

15 Honor. I've presented two copies of the Statements 

16 t o the Court Reporter f o r i n c l u s i o n i n the o f f i c i a l 

17 record. 

18 BY MS. APPLEBY: 

19 Q. Mr. Colton, would you l i k e t o make any 

20 c o r r e c t i o n s or c l a r i f i c a t i o n s t o these documents? 

21 A. No. 

22 Q. I f I were t o ask you the questions 

23 contained i n these Statements, would your answers be 

24 the same? 

25 A. Yes. 
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1 Q. Was e v e r y t h i n g c o n t a i n e d i n y o u r 

2 Statements, 4, 4-R and 4-S p r e p a r e d by you o r under 

3 y o u r s u p e r v i s i o n ? 

4 A. Yes. 

5 Q. Are these documents t r u e and c o r r e c t t o 

6 t h e b e s t o f yo u r knowledge, b e l i e f and un d e r s t a n d i n g ? 

7 A. Yes. 

8 MS. APPLEBY: Your Honor, s u b j e c t t o 

9 c r o s s - e x a m i n a t i o n and t i m e l y M o t i o n s , t h e OCA moves 

10 t h a t OCA Statement Numbers 4, 4-R and 4-S, and t h e i r 

11 accompanying Schedules and appendices be a d m i t t e d 

12 i n t o t h e r e c o r d . 

13 JUDGE FORDHAM: We w i l l address y o u r 

14 M o t i o n a f t e r c r o s s - e x a m i n a t i o n . 

15 JUDGE JONES: I s t h e w i t n e s s a v a i l a b l e 

16 f o r c r o s s , Ms. Appleby? 

17 MS. APPLEBY: Yes, t h e w i t n e s s i s 

18 a v a i l a b l e f o r c r o s s . 

19 JUDGE JONES: Who w i l l be c o n d u c t i n g 

20 c r o s s f o r t h e Company? 

21 MR. CLEARFIELD: I w i l l , Your Honor. 

22 JUDGE JONES: Mr. C l e a r f i e l d . 

23 MR. CLEARFIELD: I j u s t have a few 

24 q u e s t i o n s . 

25 CROSS-EXAMINATION 
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1 BY MR. CLEARFIELD: 

2 Q. Good afternoon, Mr. Colton. 

3 A. Good afternoon. 

4 Q. I'm Dan C l e a r f i e l d . I'm representing PGW. 

5 Would you t u r n t o page 26 of your d i r e c t testimony. 

6 I want t o ask you a few questions about your proposal 

7 f o r mandatory budget b i l l i n g f o r c e r t a i n classes o f 

8 customers o f PGW. 

9 Now, Mr. Colton, I'm t r y i n g t o 

10 understand the proposal t h a t you're making. On page 

11 26, l i n e 16 through 21, I t h i n k , you s o r t o f set out 

12 i n summary fashion the concept. Would t h a t be f a i r 

13 t o say? 

14 A. Yes. 

15 Q. Now, as I understand i t , you're proposing 

16 t h a t f o r customers t h a t are i n good standing as o f 

17 November 1st, i n each w i n t e r heating season, and, 

18 then f a l l behind, I guess, i n t h e i r b i l l s 

19 subsequently t o t h a t , those customers would be 

20 a u t o m a t i c a l l y placed i n t o budget b i l l i n g ? 

21 A. Yes. 

22 Q. And t h a t would be whether they wanted t o 

23 or not? 

24 A. Yes. 

25 Q. And l e t me j u s t ask you, would t h a t 
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1 include customers who — and t h a t budget b i l l i n g 

2 amount would include not only a budgeted amount o f 

3 t h e i r c u r r e n t and p r o j e c t e d charges, but also any 

4 arrearage t h a t they had a t t h a t p o i n t ? 

5 A. That 1s c o r r e c t . 

6 Q. And w i t h respect t o the arrearage, absent 

7 t h i s proposal, t h a t customer would presumably have an 

8 o p p o r t u n i t y t o enter i n t o a payment agreement w i t h 

9 PGW; would t h a t be r i g h t ? 

10 A. That 1s c o r r e c t . 

11 Q. Do you know whether PGW requests an 

12 u p f r o n t payment of some amount i n a payment agreement 

13 today f o r a customer w i t h whom they enter i n t o such 

14 arrangement? 

15 A. They do. 

16 Q. Now, would your proposal include 

17 c o n t i n u i n g t o allow PGW t o request an u p f r o n t payment 

18 i n those payment arrangements f o r customers t h a t 

19 would be subject t o t h i s mandatory budget b i l l i n g f o r 

20 the p a r t s t h a t ' s the arrearage, the arrearage p o r t i o n 

21 o f t h i s budget b i l l i n g ? 

22 A. No, t h a t wasn't what the proposal was. 

23 Q. Now, w i t h respect t o t h a t again, t h a t 

24 arrearage, a customer i s i n good standing they would 

25 be e l i g i b l e f o r t h i s program on November 1st. Would 
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1 t h a t i nclude a customer who i s paying t h e i r b i l l s , 

2 has no arrearage on t h e i r c u r r e n t b i l l — would i t 

3 include a customer who has entered i n t o a payment 

4 arrangement and i s c u r r e n t on t h a t payment 

5 arrangement? 

6 A. I a c t u a l l y d i d n ' t t h i n k , one way or the 

7 other, about t h a t p a r t i c u l a r s i t u a t i o n i n o f f e r i n g 

8 t h i s proposal. 

9 But a person i n good standing would, I 

10 b e l i e v e , include somebody who was on a payment 

11 arrangement and was c u r r e n t on t h a t payment 

12 arrangement. 

13 Q. And i n t h a t case i f t h a t customer d i d not 

14 continue t o be c u r r e n t on the payment arrangement, 

15 under your proposal they would be put i n t o budget 

16 b i l l i n g and they would get another — they would get 

17 12 months now t o pay both t h e i r c u r r e n t b i l l and what 

18 was remaining on t h e i r payment plan? 

19 A. That's c o r r e c t . 

20 Q. Now, under Pennsylvania law i s PGW 

21 r e q u i r e d t o provide more than one PUC authorized 

22 payment arrangement under Act 201, i f you know? 

23 A. I t ' s a uthorized b u t not r e q u i r e d t o do so. 

24 Q. Under the scenario t h a t I was j u s t 

25 discussing, wouldn't PGW be re q u i r e d t o now provide a 

COMMONWEALTH REPORTING COMPANY, INC 
(800)334-1063 



824 

1 payment arrangement t o customer, a second payment 

2 arrangement even i f they had already provided a 

3 payment arrangement t o t h a t customer? 

4 A. I t h i n k t h a t t h a t ' s the l e g a l question 

5 t h a t would need t o be argued out between counsel. 

6 Q. Are you t a l k i n g about whether l e g a l l y they 

7 

8 A. Whether — 

9 Q. Let's j u s t s t i c k t o the f a c t u a l p a r t . A 

10 customer had a payment arrangement on November 1st. 

11 Then, subsequently, d e f a u l t e d on t h a t payment 

12 arrangement. They were put i n t o t h i s program. They 

13 would now have t o give the customer another 12 months 

14 t o pay not only t h e i r c u r r e n t amount, but whatever 

15 amount was s t i l l owing on the payment arrangement. 

16 Would t h a t be f a c t u a l l y the way i t 

17 would work? 

18 A. Yes. 

19 Q. We'll put aside whether t h a t ' s l e g a l l y 

20 r e q u i r e d or not. 

21 But i n those cases, t h a t ' s d i f f e r e n t 

22 than what PGW i s c u r r e n t l y doing. Would you agree 

23 t h a t t h a t ' s — 

24 A. That's c o r r e c t . 

25 Q. Now, t h a t ' s going t o have a cash f l o w — 
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1 p o t e n t i a l cash flow impact on the Company. Would you 

2 agree w i t h that? 

3 A. I would agree w i t h t h a t . 

4 Q. And have you made any study o f the e f f e c t 

5 o f cash flow? 

6 A. I have not. 

7 Q. And the c o l l e c t i o n s e f f e c t , have you had 

8 an o p p o r t u n i t y t o t r y t o examine how t h i s would 

9 e f f e c t PGW's c o l l e c t i o n s ? 

10 A. I have not looked a t the PG — the impact 

11 on PGW c o l l e c t i o n s . I know the Tennessee Regulatory 

12 A u t h o r i t y and the Tennessee u t i l i t i e s found t h a t 

13 t h e i r mandatory budget b i l l i n g program improved t h e i r 

14 c o l l e c t i o n s . 

15 Again, I would have no reason t o 

16 b e l i e v e t h a t t h a t would not be the case w i t h PGW as 

17 w e l l . 

18 Q. When you say, improved t h e i r c o l l e c t i o n s , 

19 are you t a l k i n g about — were you measuring t h a t by 

20 the number of non-payment disconnections; i s t h a t how 

21 you were measuring that? 

22 Or are you measuring t h a t under terms 

23 o f the, you know, a comparison o f b i l l s versus 

24 recovered revenues? 

25 A. I'm t a l k i n g about the c o l l e c t i o n 
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1 a c t i v i t i e s t h a t are included i n my testimony, which 

2 p r i m a r i l y are non-payment disconnects. 

3 Q. I n your testimony you note t h a t there's 

4 three u t i l i t i e s , two o f which experience a decrease 

5 i n non-payment disconnects, and one of which 

6 experienced an increase; i s n ' t t h a t r i g h t ? 

7 A. That's c o r r e c t . 

8 Q- Are any o f those companies reg u l a t e d on a 

9 cash f l o w method? 

10 A. No. 

11 Q. No? 

12 A. No, they would be — 

13 Q. Rate of r e t u r n regulated? 

14 A. — r a t e of r e t u r n r e g u l a t e d u t i l i t y . 

15 Q. Let me also ask you t h i s : You're aware 

16 t h a t today PGW adjusts the budget b i l l i n g amount when 

17 the r a t e or the service t h a t ' s r e f l e c t e d i n the 

18 budget b i l l changes. 

19 P r i n c i p a l l y , i n the l a s t f i v e years 

20 i t ' s been a change i n our gas cost r a t e . Are you 

21 aware o f that? 

22 A. Yes. 

23 Q- Would your proposal continue t o allow PGW 

24 t o a d j u s t the budget b i l l i n g amount t o r e f l e c t 

25 changes i n r a t e s , i n c l u d i n g the gas cost rate? 
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1 A. Yes, my proposal simply goes t o how 

2 someone i s -- enters i n t o the budget b i l l i n g program. 

3 I t doesn't e f f e c t any other aspect of the budget 

4 b i l l i n g program. 

5 Q. But would you agree t h a t your proposal 

6 would r e s u l t i n customers e n t e r i n g the budget b i l l i n g 

7 program i n the w i n t e r months t o a greater extent than 

8 i n other periods? 

9 A . I agree w i t h t h a t . 

10 Q. And are you also aware t h a t -- or would 

11 you accept subject t o check t h a t t h a t i s the p e r i o d 

12 i n which PGW's cash f l o w needs are the greatest? 

13 A. I agree w i t h t h a t . 

14 Q. You made t h i s proposal i n i t i a l l y , I t h i n k , 

15 i n our — i n PGW's -- what we've been c a l l i n g the 

16 consolidated proceeding i n which PGW's c o l l e c t i o n 

17 a c t i v i t i e s were considered and changes t o b i l l i n g and 

18 c o l l e c t i o n procedures were also considered. Do you 

19 r e c a l l that? 

20 A. I do. Yes. 

21 Q. I t h i n k i t was p r i o r t o r e s t r u c t u r i n g . I t 

22 was a c t u a l l y — I mean a f t e r the r e s t r u c t u r i n g , 

23 excuse me. 

24 A. A f t e r r e s t r u c t u r i n g b ut before Chapter 14. 

25 Q. Yes. Exactly. And a t t h a t time do you 
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remember what PGW's c o l l e c t i o n r a t e was? 

A. I don't remember. 

Q. Do you know t h a t now i t ' s around 96 

percent? 

A. I know I've heard t h a t number, yes. 

Q. Are you aware of whether t h a t ' s an 

improvement or a red u c t i o n i n the p r i o r r a t e t h a t 

would be i n e f f e c t i n 2003 and 4 when we discussed i t 

previously? 

A. That would be an improvement. 

Q. Improvement. And y e t i n your testimony 

you mentioned t h a t the l e v e l of budget b i l l i n g 

customers had decreased over t h a t same p e r i o d o f 

time, r i g h t ? 

A. Yes. 

Q. So i f c o l l e c t i o n s are s t i l l going up, why 

would we s t i l l need t h i s program? 

A. Because there are any number of customers 

t h a t owe the company money who are not e n t e r i n g i n t o 

payment plans, and who are not t a k i n g the steps which 

would be b e n e f i c i a l t o keeping those customers out o f 

ar r e a r s . 

So I b e l i e v e t h a t j u s t as t h i s program 

improved c o l l e c t i o n s f o r the Tennessee u t i l i t i e s , 

t h a t i t would be an important t o o l f o r PGW, whatever 
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1 your c u r r e n t c o l l e c t i o n s are, t o address the f o l k s 

2 who are, A, behind, and B, are behind and not 

3 c o n t a c t i n g the Company t o have t h a t conversation w i t h 

4 you — w i t h the Company about whether they should 

5 make a down payment and enter i n t o a payment plan. 

6 Q. Have you examined the l e v e l o f bad debt 

7 expense PGW's experienced over the l a s t couple o f 

8 years? 

9 A. I — I fo l l o w e d the DCS r e p o r t s which 

10 record bad debt expense. 

11 Q. Do you know whether i t ' s improved or 

12 decreased over t h a t period? 

13 A. I -- I don't know those numbers r i g h t 

14 offhand. I have access t o those numbers, but I 

15 couldn't 

16 Q. Well, would you accept, subject t o check, 

17 t h a t i t ' s s t e a d i l y improved every year. And when I 

18 say, improved, the percentage has continued t o go 

19 down. 

20 A. That — t h a t would be c o n s i s t e n t w i t h your 

21 c o l l e c t i b i l i t y improvement, t h a t your u n c o l l e c t i b l e s 

22 are going down. 

23 Q. Now, I guess, one other f o l l o w up. I n 

24 your r e j o i n d e r you mention — 

25 JUDGE JONES: Rejoinder? 
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1 MR. CLEARFIELD: I'm s o r r y . The 

2 r e b u t t a l . Thank you. 

3 But a c t u a l l y i t ' s s u r r e b u t t a l , i s n ' t 

4 i t . 

5 BY MR. CLEARFIELD: 

6 Q. You mentioned a n o t h e r s t u d y on pages 5 and 

7 6, d e a l i n g w i t h — I b e l i e v e i t — here i t i s , on 6. 

8 The I n d i a n a C o a l i t i o n t o keep I n d i a n a Warm? 

9 A. Yes. 

10 Q. I t ' s 6 and 7. I a p o l o g i z e . Now, a r e any 

11 o f those u t i l i t i e s r e g u l a t e d on a cash f l o w b a s i s , do 

12 you know? 

13 A. I do n ' t know. 

14 Q. Have you proposed t h i s Mandatory Budget 

15 B i l l i n g Program f o r any o t h e r u t i l i t y i n P e n n s y l v a n i a 

16 i n t h e l a s t f i v e years? 

17 A. I do n ' t b e l i e v e I have. 

18 Q. And do you know i f t h e P e n n s y l v a n i a PUC 

19 has o r d e r e d such a mandatory budget b i l l i n g f o r any 

20 u t i l i t y i n Pennsylvania? 

21 A. They have n o t . I t has n o t . 

22 Q. N e i t h e r has. 

23 MR. CLEARFIELD: That's a l l t h e 

24 q u e s t i o n s I have. 

25 JUDGE JONES: Thank you, Mr. 
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1 C l e a r f i e l d . Mr. Hinerman. 

2 MR. HINERMAN: Thank you, Your Honor. 

3 CROSS-EXAMINATION 

4 BY MR. HINERMAN: 

5 Q. Mr. C o l t o n , my name i s P h i l i p Hinerman. I 

6 r e p r e s e n t t h e P h i l a d e l p h i a Housing A u t h o r i t y . And I 

7 wanted t o ask you i f you would t u r n t o y o u r r e b u t t a l 

8 t e s t i m o n y . T h i s i s y o u r r e b u t t a l t e s t i m o n y . I need 

9 some c l a r i f i c a t i o n . I f you'd t u r n t o page 24, and 

10 l o o k a t l i n e 19. I t poses t h e q u e s t i o n , how i s a 

11 u t i l i t y a l l o w a n c e s e t . I r e a d t h e t e x t a f t e r t h a t 

12 l i n e , and I do n ' t see d i s c u s s i o n about how t h e 

13 P h i l a d e l p h i a Housing A u t h o r i t y s e t s i t s u t i l i t y 

14 a l l o w a n c e . 

15 Do you know how P h i l a d e l p h i a Housing 

16 A u t h o r i t y s e t s i t s u t i l i t y allowance? 

17 A. Yes, t h e P h i l a d e l p h i a Housing A u t h o r i t y 

18 uses what's c a l l e d an e n g i n e e r i n g a n a l y s i s t o s e t i t s 

19 n a t u r a l gas u t i l i t y a l l o w a n c e f o r i t s s t a n d a r d s i z e d 

20 h o u s i n g . 

21 The P h i l a d e l p h i a Housing A u t h o r i t y , i n 

22 u s i n g t h a t e n g i n e e r i n g a n a l y s i s , s i t e s t h e U.S. 

23 Department o f Housing and Urban Development U t i l i t y 

24 Allowance Guidebook and i t s p r o c e d u r a l guides f o r 

25 d o i n g t h e e n g i n e e r i n g a n a l y s i s . 
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1 I can take you through t h a t 

2 engineering analysis step by step i f you want, but 

3 f o r purposes of today, I t h i n k i t would probably 

4 s u f f i c e t o simply say t h a t the Housing A u t h o r i t y uses 

5 the engineering analysis as i d e n t i f i e d i n the HUD 

6 U t i l i t y Allowance Guidebook, which I helped prepare, 

7 i n s e t t i n g i t s n a t u r a l gas u t i l i t y allowance f o r 

8 standard s i z e p u b l i c housing. 

9 Q. What r o l e does HUD have i n PHA s e t t i n g the 

10 u t i l i t y allowance? 

11 A. None. The u t i l i t y allowances are 

12 submitted t o HUD but HUD n e i t h e r p a r t i c i p a t e s i n the 

13 p r e p a r a t i o n o f the allowance nor approves or 

14 disapproves o f the allowance when set. 

15 Q. On page 24 o f your testimony, a t l i n e 14 

16 through 16, you discuss the n o t i o n t h a t tenants 

17 receive, as you say, as p a r t o f t h e i r housing subsidy 

18 provided through the U.S. Department o f Housing and 

19 Urban Development, a u t i l i t y allowance. 

20 What I'm not c l e a r , i s what you're 

21 r e f e r r i n g t o when you say the tenants receive the 

22 subsidy provided through HUD. Can you e x p l a i n what 

23 t h a t means? 

24 A. Sure. HUD u t i l i t y allowances — or 

25 Housing A u t h o r i t y u t i l i t y allowances t h a t are 
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1 provided through HUD housing programs and those 

2 monies come out of the HUD budget. 

3 Q. So i s i t your testimony t h a t money f o r 

4 u t i l i t y allowance f o r PHA come from HUD? 

5 A. Well, t e l l me what you mean when you say, 

6 come from HUD? 

7 Q. The money gets from HUD t o PHA. 

8 A. HUD compensates or — compensates PHA f o r 

9 the u t i l i t y allowances t h a t are passed. 

10 Q. How? 

11 A. The PHA submits a r e p o r t w i t h an estimated 

12 u t i l i t y allowance budget on an annual b a s i s , and what 

13 the s p e c i f i c s o f the money t r a n s f e r s are between the 

14 Federal budget and the PHA are, I'm not sure. 

15 Q. When was the l a s t time you reviewed PHA's 

16 submission o f what you c a l l the u t i l i t y allowance t o 

17 HUD f o r compensation from HUD? 

18 A. Two years ago, maybe. 

19 Q. Are you f a m i l i a r w i t h the Moving t o Work 

20 Program? 

21 A. I am aware of the Moving t o Work Program. 

22 To say t h a t I'm f a m i l i a r w i t h i t , probably overstates 

23 i t . 

24 Q. You understand how the general concepts o f 

25 the Moving t o Work Program work f o r PHA? 
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1 A. I — again., I'm aware o f the general 

2 concept, yes. 

3 Q. Can you e x p l a i n t o the Commission and t o 

4 the Judges what the general concept of the Moving t o 

5 Work Program are? 

6 A. The Moving t o Work Program i s a program 

7 where a housing a u t h o r i t y can develop a plan t o — a 

8 Moving t o Work Plan, h o l d p u b l i c hearings on t h a t 

9 Plan, have the Plan adopted by i t s Board of D i r e c t o r s 

10 — by the Housing A u t h o r i t y ' s Board o f D i r e c t o r s , 

11 and, then submit an a p p l i c a t i o n t o HUD t o have i t s 

12 Moving t o Work Program approved using HUD pr e s c r i b e d 

13 c r i t e r i a f o r approval or disapproval. 

14 The Housing A u t h o r i t y i s then allowed 

15 t o move monies w i t h i n i t s budget between l i n e items, 

16 i f you w i l l , under i t s Moving t o Work Program. 

17 Q. You understand then t h a t PHA can move 

18 monies t h a t , say, are i n t h e i r l i n e items, u t i l i t y 

19 allowances t o other tenant programs? 

20 A. I f t h a t was -- i f the Moving t o Work Plan 

21 t h a t was adopted by the Housing A u t h o r i t y and 

22 submitted t o HUD, provides f o r moving monies from 

23 u t i l i t y allowances t o other uses and HUD approved 

24 t h a t Plan, then the Housing A u t h o r i t y would be 

25 p e r m i t t e d t o do t h a t . 
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1 Q. Do you now i f PHA d i d that? 

2 A. I don't know i f PHA has done t h a t , no. 

3 Q. I s i t important f o r your opinion i n your 

4 s u r r e b u t t a l t o know whether or not the monies t h a t 

5 you're advocating be sent t o PGW could also be used 

6 by PHA f o r tenant programs? 

7 A. No. 

8 Q. Why not? 

9 A. I t ' s — i t ' s not a r e l e v a n t c o n s i d e r a t i o n . 

10 Q. I t doesn't a f f e c t the bottom l i n e o f PHA, 

11 a l l o w them t o have more money avail a b l e ? 

12 A. I t — I'm not sure I understand your 

13 question. 

14 Q. Well, I thought I understood you t o 

15 t e s t i f y t h a t the Moving t o Work Program allowed the 

16 Housing A u t h o r i t y t o s h i f t l i n e items t o other 

17 programs. Was t h a t i n c o r r e c t ? 

18 A. I t can s h i f t — i t can s h i f t monies 

19 between l i n e items. 

20 Q. So presumably i t could s h i f t monies i n a 

21 u t i l i t y allowance to another tenant-based program, 

22 couldn't i t ? 

23 A. I f — i f t h a t was provided f o r i n the 

24 Housing A u t h o r i t y ' s Moving t o Work Program, t h a t 

25 would — and i f t h a t was approved by HUD, then t h a t 
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1 would be p e r m i s s i b l e . 

2 Q. You don't know whether i t was here o r not? 

3 A. I d o n ' t know. A, I d o n ' t know i f t h e 

4 Housing A u t h o r i t y has s u b m i t t e d a Moving t o Work 

5 Program f o r i t s p u b l i c h o u s i n g u n i t s . B, I d o n ' t 

6 know i f i t has s u b m i t t e d t h a t Moving t o Work Program, 

7 whether t h a t program was approved by HUD. C, i f i t 

8 was approved by HUD, I d o n ' t know i f i t ' s s t i l l i n 

9 o p e r a t i o n . 

10 Q. W e l l , l e t ' s assume t h a t program had been 

11 approved by HUD, t h e Moving t o Work Program. And 

12 t h a t t h e program a l l o w e d t r a n s f e r s o f l i n e i t e m s . 

13 Would t h a t n o t have an impact on y o u r c o n t e n t i o n t h a t 

14 u t i l i t y a l l o w a n c e s s h o u l d a l l be p a i d t o PGW r a t h e r 

15 t h a n b e i n g s h i f t e d t o o t h e r t e n a n t - b a s e d programs? 

16 A. I t h i n k I answered t h a t q u e s t i o n a l r e a d y , 

17 and t h e answer i s no. 

18 Q. L e t me see i f I u n d e r s t a n d t h a t o r n o t , 

19 I'm r e a l l y n o t t r y i n g t o badger you. I j u s t d o n ' t 

20 u n d e r s t a n d what you're s a y i n g . 

21 You t a l k e d about s h i f t i n g monies f r o m 

22 one l i n e i t e m t o a n o t h e r . And I'm a s k i n g you i f 

23 t h e r e i s a s u r p l u s o f money i n t h e u t i l i t y a l l o w a n c e 

24 f r o m what you b e l i e v e was budgeted, c o u l d t h a t 

25 s u r p l u s n o t be s h i f t e d t o o t h e r t e n a n t - b a s e d 
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1 programs? 

2 A. I f there i s a surplus of money i n the 

3 u t i l i t y allowance budget f o r housing — f o r the 

4 Housing A u t h o r i t y , then I b e l i e v e under the Moving t o 

5 Work Program, the Housing A u t h o r i t y can switch t h a t 

6 money t o other tenant services. 

7 Q. I s i t your testimony though t h a t i f the 

8 Moving t o Work Program has been accepted, and there 

9 i s a surplus i n u t i l i t y allowances, t h a t should go t o 

10 PGW? 

11 I s t h a t r i g h t ? I s t h a t your 

12 testimony? 

13 A. No, I don't t h i n k I've ever s a i d t h a t . 

14 Q. Well, l e t ' s see what I t h i n k you sa i d , 

15 and, then you can c o r r e c t me where I'm wrong. 

16 I be l i e v e i t i s your opinion t h a t PHA 

17 should pay the f u l l r e s i d e n t i a l r a t e of a u t i l i t y 

18 allowance; i s t h a t r i g h t ? 

19 A. Yes. 

20 Q. We'll take i t i n steps. 

21 A. Yes. 

22 Q. And t h a t f u l l r e s i d e n t i a l r a t e should be 

23 p a i d t o PGW? 

24 A. Should be d i r e c t l y vented t o PGW, yes. 

25 Q. Your testimony, I b e l i e v e , also s a i d t h a t 
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1 a l o t o f t h e t e n a n t s a r e e l i g i b l e f o r t h e CRP 

2 program; i s t h a t c o r r e c t ? 

3 A. I d o n ' t t h i n k I made t h a t s t a t e m e n t , b u t 

4 l e t ' s say t o t h e e x t e n t t h a t p u b l i c h o u s i n g t e n a n t s 

5 a r e CRP p a r t i c i p a n t s a l s o . 

6 Q. They s h o u l d be i n t h e CRP program and t h e y 

7 would r e c e i v e u t i l i t y a l l o w a n c e a t f u l l r e s i d e n t i a l 

8 r a t e s even though those a r e n ' t t h e charges? 

9 A. W e l l , t h e r e a r e some f a c t s i n y o u r 

10 q u e s t i o n which I d o n ' t — I d o n ' t agree w i t h t h e r e . 

11 Q. Can you h e l p me? 

12 A. Yes. I d o n ' t b e l i e v e t h a t you have two 

13 d i f f e r e n t b i l l s where t h e TRP i s a l i m i t e d b i l l and 

14 t h a t ' s a l l t h a t ' s due. And t h e CRP, what we r e f e r t o 

15 — what l e g e n d r e f e r s t o as t h e CPR s h o r t f a l l i s 

16 something a p a r t f r o m t h e t e n a n t b i l l . 

17 So c o n s i d e r , f o r example, t h e f a c t 

18 t h a t t h e Commission c o l l e c t s t h e LIHEAP payment and 

19 a p p l i e s t h e LIHEAP payment r e c e i v e d by customers 

20 a g a i n s t t h a t s h o r t f a l l . The reason i s because t h e 

21 s h o r t f a l l i s s t i l l p a r t o f t h e t e n a n t s ' b i l l . 

22 So t h e t e n a n t b i l l under CRP c o n s i s t s 

23 o f two components. The CRP component, which i s p a i d 

24 by t h e t e n a n t , and t h e CRP s h o r t f a l l , which i s p a i d 

25 by someone o t h e r t h a n t h e t e n a n t . But t h e CRP -- b u t 
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1 the b i l l t o the CRP tenant, and where I t h i n k you and 

2 I — your question assumed a f a c t t h a t I d i d n ' t agree 

3 w i t h . The b i l l t o the CRP tenant i s the sum of those 

4 two p a r t s , the CRP customer payment and the CRP 

5 c r e d i t . 

6 Q. But your proposal, i n f a c t , subsidizes the 

7 d i f f e r e n c e between what the r e s i d e n t i a l r a t e would be 

8 f o r an i n d i v i d u a l PHA tenant, and the a c t u a l CRP 

9 charge; i s t h a t correct? 

10 A. Can I have t h a t question read back, 

11 please. 

12 (Whereupon, the Reporter read from the 

13 record as requested.) 

14 THE WITNESS: No. 

15 BY MR. HINERMAN: 

16 Q. What was wrong w i t h the statement? 

17 A. The — again, the CRP p a r t i c i p a n t receives 

18 a b i l l from PGW. That b i l l c o n s i s t s of two d i f f e r e n t 

19 components. The f i r s t component i s the component 

20 i s what I r e f e r t o as the customer payment. 

21 The second component i s the CRP c r e s t 

22 or the CRP s h o r t f a l l . That CRP s h o r t f a l l , which i s 

23 what we're t a l k i n g about, can be p a i d from any — any 

24 o f a number of sources. 

25 The f i r s t source could be the LIHEAP 
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1 payment. That LIHEAP payment goes t o pay t h e CRP 

2 p a r t i c i p a n t ' s b i l l . 

3 The second component c o u l d be o t h e r 

4 PGW r a t e p a y e r s , t h r o u g h t h e i r pass t h r o u g h o f CRP 

5 c r e d i t s . 

6 A t h i r d source c o u l d be t h e HUD 

7 u t i l i t y a l l o w a n c e . The HUD u t i l i t y a l l o w a n c e , u n l i k e 

8 t h e LIHEAP payment, h i s t o r i c a l l y has n o t been 

9 c a p t u r e d as a payment t o w a r d t h a t component o f t h e 

10 CRP's b i l l . 

11 What I'm p r o p o s i n g i s t h a t t h a t 

12 component o f t h e CRP b i l l be, t o t h e e x t e n t t h a t 

13 t h e r e i s a source o f d o l l a r s t o pay f o r i t , o t h e r 

14 t h a n t h e r e m a i n i n g r a t e p a y e r s , can and s h o u l d be 

15 used t o pay f o r t h a t b i l l t h a t ' s r e n d e r e d t o a CRP 

16 customer. 

17 Q. L e t me ask you t o t u r n t o page 28, and 

18 s t a r t on l i n e 17. T h i s i s what I'm t r y i n g t o f o c u s 

19 on, and t h e q u e s t i o n --

20 JUDGE FORDHAM: T h i s i s s t i l l r e b u t t a l 

21 t e s t i m o n y ? 

22 MR. HINERMAN: T h i s i s a l l r e b u t t a l 

23 t e s t i m o n y . Yes, Your Honor. 

24 BY MR. HINERMAN: 

25 Q. T h i s i s what I u n d e r s t o o d y o u r p r o p o s a l t o 
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1 be, t h a t b a s i c a l l y the tenants who p a r t i c i p a t e , PHA 

2 tenants, who p a r t i c i p a t e i n CRP, have t h e i r u t i l i t y 

3 b i l l s p a i d by the u t i l i t y allowance from PHA, and any 

4 excess above t h a t tenant's charge under the CRP 

5 Program would be r e t a i n e d by PGW; i s t h a t correct? 

6 A. Yes. Perhaps — perhaps I understand 

7 where the -- where our misunderstanding i s . Our 

8 misunderstanding may simply be t h a t j u s t because 

9 there's a u t i l i t y allowance doesn't mean t h a t PGW 

10 should get i t . So any excess o f the u t i l i t y 

11 allowance over the CRP payment up t o the f u l l CRP 

12 b i l l , should be used t o pay t h a t CRP b i l l . 

13 So i f the customer payment plus the 

14 CRP s h o r t f a l l i s $100.00 and the u t i l i t y allowance i s 

15 $100.00, then $100.00 goes t o PGW. 

16 I f the u t i l i t y allowance i s $120.00, 

17 nonetheless $100.00 goes t o PGW t o pay the CRP b i l l . 

18 So perhaps — 

19 Q. Then the e x t r a $25.00 would be r e t a i n e d by 

20 PGW under your proposal? 

21 A. No, the e x t r a $20.00 would not be paid . I 

22 thought i t i m p l i c i t w i t h i n my testimony was the 

23 n o t i o n t h a t the u t i l i t y allowance should go t o pay 

24 the CRP b i l l . I t ' s c e r t a i n l y not the CRP b i l l 

25 c o n s i s t i n g of the two components t h a t I've t a l k e d t o . 
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1 When the b i l l i s $100.00 and the 

2 u t i l i t y allowance i s $150.00, the Housing A u t h o r i t y 

3 has no o b l i g a t i o n t o pay $150.00 t o PGW. I t simply 

4 has an o b l i g a t i o n t o pay the $100.00 toward the f u l l 

5 CRP b i l l . 

6 I f there i s no corresponding CRP b i l l , 

7 then the Housing A u t h o r i t y has no o b l i g a t i o n t o make 

8 t h a t payment t o PGW. 

9 Q. Then e x p l a i n what you 1 re r e f e r r i n g t o on 

10 l i n e 19 o f page 28, saying, the excess b e n e f i t should 

11 be captured as a revenue source t o pay the costs of 

12 the CRP? 

13 What excess b e n e f i t are you r e f e r r i n g 

14 to? 

15 A. The excess b e n e f i t t h a t I r e f e r t o here i s 

16 the f a c t t h a t a CRP p a r t i c i p a n t ' s b i l l c o n s i s t s o f 

17 two components, the customer payment and the CRP's 

18 s h o r t f a l l . Put those together and you have the f u l l 

19 CRP b i l l . 

20 The u t i l i t y allowance would f i r s t go 

21 t o pay the customer component of the CRP 

22 p a r t i c i p a n t ' s b i l l . 

23 So i f we — a t the r i s k o f making t h i s 

24 o v e r l y s i m p l i s t i c , i f we go back t o t h a t $100.00, the 

25 customer payment i s $30.00. The f i r s t $30.00 o f the 
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1 u t i l i t y a l l o w a n c e goes t o pay t h a t customer payment. 

2 The excess over t h a t $30.00, up t o t h e 

3 f u l l CRP b i l l w ould go t o PGW t o complete t h e payment 

4 o f t h e CRP customer's f u l l b i l l . 

5 So t h e excess b e n e f i t t h a t y o u ' r e 

6 f o c u s i n g on here on page 19 i n my example, i s t h e 

7 d i f f e r e n c e between t h e $30.00 customer payment and 

8 the $100.00 the CRP -- the f u l l CRP b i l l . 

9 Q. So, i n essence, what you're s a y i n g , and 

10 c o r r e c t me i f I'm wrong, and I'm r e a l l y t r y i n g t o 

11 u n d e r s t a n d i t , i s t h a t t h e u t i l i t y a l l o w a n c e t h e n 

12 serves t o u n d e r w r i t e t h e r e m a i n i n g b i l l as though i t 

13 had n o t been d i s c o u n t e d f o r CRP? 

14 A. W e l l , a g a i n , I d i s a g r e e w i t h t h e way 

15 you've c a t e g o r i z e d t h e CRP program. 

16 The CRP program, you're — when you 

17 use words l i k e u n d e r w r i t e and t h e amount t h a t ' s n o t 

18 d i s c o u n t e d , a l l t h e CRP program does i s t o break t h e 

19 CRP p a r t i c i p a n t ' s b i l l i n t o two components, t h e 

20 customer payment and t h e CRP s h o r t f a l l . And t h e CRP 

21 s h o r t f a l l p l u s t h e customer payment i s t h e f u l l b i l l . 

22 P a r t o f t h a t s h o r t f a l l i s p a i d f o r by 

23 LIHEAP, p a r t o f i t can and s h o u l d be p a i d f o r by t h e 

24 o t h e r F e d e r a l d o l l a r s t h a t a r e i n t e n d e d t o pay t h a t 

25 b i l l , which would i n c l u d e t h e u t i l i t y a l l o w a n c e . 
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1 Q. Do you agree w i t h me t h a t t h a t — now, 

2 l e t ' s s t a r t , l e t ' s make sure I've got t h i s r i g h t . 

3 Customer C's b i l l ' s f o r $50.00, and 

4 he's on the CRP program. There's an a d d i t i o n a l 

5 $50.00 t h a t i t should have cost i f he had been b i l l e d 

6 a t the r e g u l a r r a t e . 

7 Follow me so fa r ? 

8 A. Yes. 

9 Q. So t h i s whole b i l l , w h i l e i t should have 

10 been $100.00 save f o r the f a c t t h a t the r e s i d e n t has 

11 CRP — applies f o r CRP, and h i s b i l l a c t u a l l y i s 50? 

12 A. I disagree w i t h t h a t c a t e g o r i z a t i o n . I t ' s 

13 not t h a t the f u l l b i l l should have been $100.00 b u t 

14 now i t ' s $50.00. The f u l l b i l l i s $100.00, and t h a t 

15 b i l l i s d i v i d e d i n t o the CRP payment and the CRP 

16 s h o r t f a l l . 

17 So there's no such have been t o i t . 

18 The f u l l b i l l i s what i t i s . The sources of payment, 

19 CRP devised the source of payment between d i f f e r e n t 

20 d i f f e r e n t e n t i t i e s , d i f f e r e n t people. 

21 Q. I f t h a t b i l l had not been p a i d by u t i l i t y 

22 allowance t o PGW, would the tenant's b i l l be $50.00? 

23 A. You've l o s t me w i t h your 

24 Q. Let me ask you t o f i l l i n numbers. Let's 

25 say f o r purposes o f your h y p o t h e t i c a l t h a t the 
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1 u t i l i t y allowance i s not p a i d d i r e c t l y t o PGW. The 

2 tenant gets a b i l l . What i s the tenant's b i l l ? 

3 A. The has t o pay amount? 

4 Q. Yes. 

5 A. The has t o pay amount i s — 

6 Q. Pick a number. 

7 A. — $50.00. 

8 Q. Had t h a t tenant not been on CRP, l e t ' s say 

9 the b i l l would have been $100.00? 

10 A. The has t o pay amount would be $100.00. 

11 Q. Explain t o me then whether or not your 

12 proposal would be t h a t the u t i l i t y allowance would 

13 p i c k up the short — the d i f f e r e n c e between the 

14 $50.00 asked f o r pay and the $100.00 as i t would have 

15 been i f i t had been a tenant who was not on t h i s CRP 

16 program? 

17 A. Yes. 

18 Q. Would you ask the u t i l i t y allowance t o pay 

19 anything i n a d d i t i o n t o that? 

20 A. No. 

21 Q. Now, i f PHA were t o d i r e c t l y pay the asked 

22 f o r payment, there would be an a d d i t i o n a l $50.00, 

23 c o r r e c t , under our hy p o t h e t i c a l ? 

24 A. There would be an a d d i t i o n a l $50.00 o f the 

25 CRP p a r t i c i p a n t ' s b i l l t h a t had not y e t been paid . 
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1 Q. I f t h a t money s t a y e d a t PHA i f t h e y y e a r l y 

2 pay t h e t e n a n t ' s b i l l , what would t h e PHA do w i t h 

3 t h a t e x t r a $50.00? 

4 A. I do n ' t — t h e f a c t o r s t h a t would go i n t o 

5 t h a t a r e so m u l t i t u d i n a l t h a t I c o u l d n ' t t e l l you. 

6 Q. You t h i n k t h e y c o u l d use i t f o r o t h e r 

7 t e n a n t - b a s e d programs? 

8 A. I f c e r t a i n c o n d i t i o n s would be met, I 

9 wo u l d t h i n k t h e y c o u l d use i t f o r o t h e r t e n a n t - b a s e d 

10 programs. 

11 Q. But i t would be y o u r judgment t h a t PGW 

12 s h o u l d g e t t h e f i r s t s h o t a t those monies i n s t e a d o f 

13 a n o t h e r t e n a n t - b a s e d program? 

14 A. I t ' s my judgment t h a t u t i l i t y a l l o w a n c e 

15 which i s i n t e n d e d t o pay t h e p u b l i c h o u s i n g t e n a n t ' s 

16 u t i l i t y b i l l s h o u l d be used t o pay t h e p u b l i c h o u s i n g 

17 t e n a n t ' s u t i l i t y b i l l , and t h a t PGW r a t e payers 

18 s h o u l d n o t be s u b s i d i z i n g t h e p u b l i c h o u s i n g 

19 a u t h o r i t y even i f t h e p u b l i c h o u s i n g a u t h o r i t y was t o 

20 use those s u b s i d y d o l l a r s f o r o t h e r t e n a n t - b a s e d 

21 programs. 

22 Q. And how would PGW r a t e payers be 

23 s u b s i d i z i n g t h e Housing A u t h o r i t y ? 

24 A. Because you would — 

25 Q. Are t h e y p a y i n g any money? 
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1 A. Because you would be s u b s t i t u t i n g r a t e 

2 payer money t h a t would be used t o pay the CRP 

3 s h o r t f a l l f o r Federal d o l l a r s t h a t were intended t o 

4 p^Y the f u l l u t i l i t y allowance. 

5 Q. How many tenants i n the s c a t t e r e d s i t e 

6 residences are on the CRP program? 

7 A . I don 11 know. 

8 Q. So as you're s i t t i n g here today, can you 

9 t e l l me whether we're t a l k i n g about one or 100 or 

10 1,000? 

11 A. I — I don't know. 

12 Q. I s n ' t t h a t important t o your testimony t o 

13 know how much money we're t a l k i n g about here? 

14 A. No. 

15 Q. Well — 

16 A. We're t a l k i n g about procedure here. We're 

17 not — I d i d n ' t propose a d o l l a r adjustment i n 

18 t a l k i n g about a procedure f o r — again, t o harken 

19 back t o the LIHEAP, when we t a l k e d about the ex t e n t 

20 t o which the LIHEAP payments would be captured t o pay 

21 the CRP s h o r t f a l l , we d i d not have a conversation 

22 about how many LIHEAP payments — or LIHEAP 

23 p a r t i c i p a n t s there were or how much LIHEAP money 

24 there was. 

25 We e s t a b l i s h the process f o r saying 
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1 here i s a -- here a r e d o l l a r s t h a t a r e i n t e n d e d t o 

2 pay f o r low-income u t i l i t y b i l l s . They s h o u l d be 

3 used t o pay those low-income u t i l i t y b i l l s . 

4 Q. On page 28 o f y o u r t e s t i m o n y , y o u r 

5 s u r r e b u t t a l t e s t i m o n y — 

6 JUDGE JONES: S u r r e b u t t a l t e s t i m o n y ? 

7 MR. HINERMAN: Do I have t h a t r i g h t ? 

8 R e b u t t a l . Thank you. 

9 BY MR. HINERMAN: 

10 Q. — l i n e s 8 and 9, you d i s c u s s a l l o w i n g t h e 

11 l o c a l Housing A u t h o r i t y t o p o c k e t a w i n d f a l l 

12 r e d u c t i o n i n i t s own c o s t s by t r a n s f e r r i n g t h ose 

13 c o s t s t o t h e company's r e m a i n i n g r a t e p a y e r s . 

14 But you d o n ' t know whether i t ' s a 

15 w i n d f a l l o r a minor e r o s i o n o r j u s t a l i t t l e b i t o f a 

16 g u l l y , do you? 

17 You do n ' t know what i t i s ? 

18 A. W e l l , I — whether i t ' s $10,000.00 o r 

19 $100,000.00, I do n ' t t h i n k would be r e l e v a n t t o 

20 whether i t i s a w i n d f a l l o r n o t . 

21 But i f y o u r q u e s t i o n i s , do I know t h e 

22 d o l l a r s i n v o l v e d , t h e answer i s no, I do n o t know. 

23 As I s a i d p r e v i o u s l y , I do n o t know t h e number o f 

24 p u b l i c h o u s i n g s c a t t e r e d s i t e t e n a n t s were a l s o CRP 

25 p a r t i c i p a n t s . I do n o t know t h a t number. 
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1 Q. Well, l e t ' s make i t a d i f f e r e n t question 

2 than the one you j u s t expounded on. 

3 When you used the word, w i n d f a l l 

4 r e d u c t i o n i n your testimony, what d i d you mean? 

5 A. I mean t h a t there i s a stream o f Federal 

6 d o l l a r s t h a t are intended t o pay f o r the u t i l i t y 

7 b i l l s o f tenants o f p u b l i c housing, and those -- t h a t 

8 stream o f Federal d o l l a r s should, i n f a c t , be used t o 

9 pay f o r u t i l i t y b i l l s o f tenants o f p u b l i c housing, 

10 and those — the o b l i g a t i o n t o pay those u t i l i t y 

11 b i l l s , given the existence o f t h a t stream of money, 

12 should not be t r a n s f e r r e d t o other PGW r a t e payers. 

13 To the extent t h a t the o b l i g a t i o n t o 

14 pay those u t i l i t y b i l l s i s t r a n s f e r r e d t o other PGW 

15 r a t e payers, t h a t ' s a w i n d f a l l t o the Housing 

16 A u t h o r i t y . 

17 Q. I f you t u r n t o page 26 o f your r e b u t t a l 

18 testimony, l i n e 22 and 23 discuss the u t i l i t y 

19 allowance being used as an o f f s e t t o the household's 

20 r e n t . 

21 Are you f a m i l i a r w i t h PHA's p r a c t i c e 

22 of applying the u t i l i t y allowance t o tenant's rent? 

23 A. Yes. 

24 Q. And do you approve of t h a t p r a c t i c e ? 

25 A. Applying i t t o the tenant's r e n t , meaning 

COMMONWEALTH REPORTING COMPANY, INC 
(800) 334-1063 



850 

1 t h a t you reduce the r e n t t o — i n the way t h a t I 

2 describe here. 

3 Q. I n other words, the tenant has, l e t ' s say, 

4 a $350.00 r e n t a l owed which i s determined how, do you 

5 know? 

6 A. By 30 percent o f income. 

7 Q. So i t ' s b a s i c a l l y income d r i v e n , correct? 

8 A. Yes. 

9 Q. So l e t ' s say they have, as used, $350.00 

10 payment due PHA. They would use the u t i l i t y 

11 allowance t o reduce t h a t $350.00 by the amount of 

12 u t i l i t y allowance, correct? 

13 A. Yes, as I described i t here. 

14 Q. Now, under your proposal does t h a t change 

15 though t h a t now the tenant has t o pay the f u l l amount 

16 o f the r e n t , and the u t i l i t y allowance then goes t o 

17 PGW? 

18 A. Yes. 

19 Q. Have you analyzed the f i n a n c i a l impact o f 

20 making e i t h e r the tenant pay a higher r e n t , or the 

21 loss o f the income o f those rents t o PHA? 

22 A. No. 

23 Q. I s t h a t an important issue? 

24 A. No, not f o r our purposes here. 

25 Q. Not f o r the PUC. But i t i s f o r PHA, i s n ' t 
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1 i t ? 

2 A. The -- w e l l , the tenant i s n ' t paying a 

3 higher r e n t . The r e n t i s what i t i s — 

4 Q. Well, i n essence then — 

5 A. — $350.00. I t ' s income d r i v e n . 

6 Q. I n essence, then i t f i r s t r equires PHA t o 

7 c o l l e c t more money, and second, t o r e q u i r e the tenant 

8 t o pay more r e n t ; i s n ' t t h a t correct? 

9 A. No. 

10 Q. What's wrong w i t h what I said? 

11 A. Because the r e n t i s income — i s income 

12 d r i v e n . The r e n t i s what i t i s , 30 percent of 

13 income. And how you s p l i t t h a t up between the 

14 d i f f e r e n t forces o f revenue f o r the r e n t , doesn't 

15 change what the r e n t i s . The r e n t i s 30 percent o f 

16 the household income. 

17 Q . I understand. Let me t r y t o reask i t i n a 

18 d i f f e r e n t way. 

19 I f the u t i l i t y allowance i s p a i d 

20 d i r e c t l y t o PGW, then the Housing A u t h o r i t y has t o go 

21 a f t e r a l a r g e r tenant r e n t than i t d i d before. The 

22 tenant r e n t now does not have a redu c t i o n f o r the 

23 u t i l i t y allowance; i s t h a t correct? 

24 A. I f what you're asking — l e t me see i f I 

25 can s t a t e your question back t o you. 
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1 Q. I t won't be the f i r s t time. 

2 A. I f what you're asking i s , l e t ' s assume 

3 t h a t the r e n t i s $300.00. Under the e x i s t i n g 

4 framework the Housing A u t h o r i t y c o l l e c t s a c e r t a i n 

5 p o r t i o n of t h a t r e n t from the Federal Government by 

6 using the u t i l i t y allowance as an o f f s e t , and 

7 c o l l e c t s the r e s t o f t h a t r e n t from the tenant. 

8 So the u t i l i t y allowance i s being used 

9 t o pay the r e n t t o the Housing A u t h o r i t y . 

10 What I propose i s t h a t the u t i l i t y 

11 allowance be used t o pay the u t i l i t y b i l l , and t h a t 

12 the r e n t t o the tenant be c o l l e c t e d from the tenant. 

13 And t o t h a t e x t e n t , I agree w i t h you 

14 t h a t under the D i r e c t Vendor Payment Agreement the 

15 r e n t t o the tenant would be c o l l e c t e d from the 

16 tenant. The u t i l i t y allowance would be used t o pay 

17 the u t i l i t y b i l l , r a t h e r than having the u t i l i t y 

18 allowance be used t o pay the r e n t o f the tenant. 

19 Q. F i r s t , I t h i n k we agreed t h a t t h a t would 

20 mean tenant's r e n t a l payment would increase on the 

21 books o f PHA because i t would no longer be o f f s e t ? 

22 A. The amount of money t h a t would be 

23 c o l l e c t e d from the tenant i n cash would increase. 

24 The out-of-pocket money from the tenant would 

25 increase. 
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1 Q. And, second, t h a t tenant's b i l l t o pay i t s 

2 r e n t t o PHA w i l l increase? 

3 A. The out-of-pocket d o l l a r s from the tenant 

4 t o the Housing A u t h o r i t y would increase. 

5 Q. But the tenant w i l l have a higher r e n t 

6 payment. PHA w i l l c o l l e c t — w i l l have t o c o l l e c t 

7 more money; i s t h a t correct? 

8 A. No, PHA c o l l e c t s e x a c t l y the same amount 

9 of money. I t ' s c o l l e c t s the $300.00. I t c o l l e c t s 

10 more of t h a t money -- a higher p r o p o r t i o n of t h a t 

11 money comes as out-of-pocket payment from the tenant, 

12 but they s t i l l only c o l l e c t $300.00. 

13 Q. Let me ask i f you d i d t h i s : Did you 

14 perform a f i n a n c i a l a nalysis on the impact on PHA of 

15 the increased r e n t a l s i t would have t o c o l l e c t ? 

16 A. Given everything t h a t I've s a i d today, no. 

17 Q. And you don't know how many — can you 

18 t e l l me how many s c a t t e r e d s i t e r e s i d e n t s there are 

19 i n Philadelphia? 

20 A. Somewhat over 4,000. 

21 Q. And you were a witness i n the l a w s u i t 

22 c a l l e d the McDowell l a w s u i t , weren't you? 

23 A. I was. 

24 Q. Are you aware o f what the st a t u s o f t h a t 

25 l a w s u i t i s ? 
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1 A. I am not. 

2 Q. Are you aware t h a t a Consent Order was 

3 entered awhile back on — addressing the u t i l i t y 

4 allowance f o r a number of the residents? 

5 A. I am not. 

6 Q. Have you reviewed the r e g u l a t i o n or law 

7 r e l a t e d t o the Housing A u t h o r i t y t o determine whether 

8 or not i t i s l e g a l t o use PHA funds t o provide an 

9 allowance which exceeds the a c t u a l b i l l f o r the 

10 tenant? 

11 Do you know — have you performed a — 

12 l e t me ask t h a t d i f f e r e n t . I'm even confused by my 

13 own — have you performed an an a l y s i s t o determine 

14 whether i n a l l cases u t i l i t y allowance can be 

15 d i r e c t l y p a i d t o PGW under the law and r e g u l a t i o n s 

16 a p p l i c a b l e t o the Housing A u t h o r i t y ? 

17 A. There i s an e x i s t i n g D i r e c t Vendor Payment 

18 Program between PHA and PGW. 

19 Q. You're saying i t ' s l e gal? 

20 A. I'm saying i t ' s l e g a l . 

21 Q. Do you have any idea of what the impact of 

22 the McDowell case might have, i f anything, on your 

23 statement? 

24 Do you know i f the Court r e t a i n e d 

25 j u r i s d i c t i o n of u t i l i t y allowance payments? 
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1 MS. APPLEBY: Your Honor, I would 

2 o b j e c t . He i s a s k i n g f o r a l e g a l c o n c l u s i o n o f t h e 

3 w i t n e s s . And my w i t n e s s has a l r e a d y s a i d t h a t he's 

4 n o t f a m i l i a r w i t h t h e proposed Consent Order i n t h i s 

5 case. 

6 JUDGE FORDHAM: Mr. Hinerman. 

7 MR. HINERMAN: T h i s d i r e c t l y impacts 

8 h i s t e s t i m o n y and h i s p e r c e i v e d s o l u t i o n t o t h e 

9 s i t u a t i o n . And I need t o know whether he has 

10 r e v i e w e d those t h i n g s t o dete r m i n e whether o r n o t i t 

11 r e a l l y does impact what h i s c o n c l u s i o n s a r e . 

12 MS. APPLEBY: Your Honor, he's a s k i n g 

13 f o r t h e w i t n e s s 1 l e g a l a n a l y s i s o f whether o r n o t — 

14 t h e word j u r i s d i c t i o n came o u t o f h i s q u e s t i o n , and 

15 whether o r n o t he has j u r i s d i c t i o n o r l e g a l a n a l y s i s 

16 i s n o t Mr. C o l t o n ' s e x p e r t i s e i n t h i s area. 

17 MR. HINERMAN: He d i d n o t c o n s i d e r 

18 these t h i n g s i n h i s o p i n i o n d e s p i t e t h e f a c t he 

19 s h o u l d . 

20 I want t h a t on t h e r e c o r d . 

21 MS. APPLEBY: Your Honor — 

22 JUDGE FORDHAM: Are you ask — when I 

23 h e a r d t h e q u e s t i o n I t h o u g h t you a l s o asked him f o r a 

24 l e g a l a n a l y s i s . 

25 Are you a s k i n g f o r t h e a n a l y s i s t h a t 
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1 he has a l r e a d y performed? 

2 D i d he r e v i e w i t i n h i s a n a l y s i s f o r 

3 h i s t e s t i m o ny ? 

4 MR. HINERMAN: L e t ' s t r y t o ask t h e 

5 c j u e s t i o n t h i s way, and whether o r n o t he has r e v i e w e d 

6 t h e u t i l i t y a l l o w a n c e s i t u a t i o n w i t h r e s p e c t t o t h e 

7 McDowell case and whether t h e F e d e r a l C o u r t would 

8 have a r o l e i n h i s p r o p o s a l . 

9 MS. APPLEBY: The w i t n e s s a l r e a d y s a i d 

10 t h a t he was n o t aware o f t h e Consent Order i n t h e 

11 McDowell case, and as such d i d n ' t know t h e s t a t u s o f 

12 i t . So I do n ' t see why he would know t h e answer t o 

13 t h e q u e s t i o n t h a t t h e a t t o r n e y ' s a s k i n g . 

14 MR. HINERMAN: To be p e r f e c t l y b l u n t , 

15 t h e r e i s j u r i s d i c t i o n i n t h e F e d e r a l C o u r t f o r t h i s , 

16 and he d i d n ' t r e v i e w i t . And i t ' s an i m p o r t a n t p a r t 

17 o f h i s proposed s o l u t i o n . You have t o c o n s i d e r — 

18 MS. APPLEBY: Then t h a t i s a l e g a l 

19 a n a l y s i s and n o t w i t h i n t h i s p r o c e d u r a l p r o p o s a l . 

20 MR. HINERMAN: I t i s a s e r i o u s 

21 d e f i c i e n c y i n h i s t e s t i m o n y . 

22 MS. APPLEBY: W e l l , t h a t can be 

23 addressed i n y o u r b r i e f i n g , and n o t — I would 

24 propose t h a t you address i t i n t h e B r i e f and n o t as 

25 q u e s t i o n s . 
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1 MR. HINERMAN: I t h i n k he's a l r e a d y 

2 s a i d he d i d n ' t r e v i e w t h e case. 

3 JUDGE FORDHAM: Yes, he has s a i d t h a t . 

4 Thank you f o r w i t h d r a w i n g your q u e s t i o n . 

5 BY MR. HINERMAN: 

6 Q. I ' d l i k e t o j u s t ask t h e w i t n e s s t o l o o k 

7 a t what w e ' l l c a l l PHA Cross E x h i b i t Number 3. I 

8 b e l i e v e t h a t ' s r i g h t . 

9 (Whereupon, t h e document was marked as 

10 PHA Cross E x h i b i t No. 3 f o r i d e n t i f i c a t i o n . ) 

11 JUDGE FORDHAM: Would you show i t t o 

12 co u n s e l f i r s t . 

13 (Pause) 

14 MS. APPLEBY: Your Honor, t h e OCA 

15 r e q u e s t s a moment t o r e v i e w t h i s . 

16 ( D i s c u s s i o n o f f t h e r e c o r d ) 

17 MS. APPLEBY: The OCA has completed 

18 r e v i e w i n g i t . The OCA does n o t know what t h e 

19 r e l e v a n c e o f t h i s McDowell v. P h i l a d e l p h i a Housing 

20 A u t h o r i t y i s , b u t t h e OCA doesn't have a n y t h i n g a t 

21 t h i s t i m e . 

22 BY MR. HINERMAN: 

23 Q. I j u s t want t o f o c u s on one s u b j e c t , page 

24 5, t h e b o t t o m o f t h e page, t h e l a s t f u l l p a r a g r a p h — 

25 JUDGE FORDHAM: You c o u l d ask him t o 
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1 i d e n t i f y i t f o r the record, please. 

2 MR. HINERMAN: Thank you, Your Honor. 

3 BY MR. HINERMAN: 

4 Q. I s t h i s the statement t h a t you made i n 

5 connection w i t h the McDowell l i t i g a t i o n ? 

6 A. This i s an excerpt o f one o f the 

7 statements I made i n the McDowell l i t i g a t i o n , yes. 

8 Q. Do you recognize page 5? 

9 A. Yes. 

10 Q. Can you look a t the l a s t sentence i n the 

11 l a s t f u l l paragraph and read i t f o r the record? 

12 A. I n f a c t , i n c r e a s i n g the a c t u a l gas b i l l s 

13 w i l l exacerbate the lack o f household resources and 

14 be counterproductive t o e f f o r t s t o help move PHA 

15 tenants i n t o a job s i t u a t i o n . 

16 Q. Do you agree w i t h t h a t statement? 

17 A. Absolutely. 

18 Q. Do you b e l i e v e t h a t the Moving-to-Work 

19 Program i s intended t o help achieve t h a t goal? 

20 A. I t h i n k I've p r e v i o u s l y t e s t i f i e d , I don't 

21 know i f the Housing — the Ph i l a d e l p h i a Housing 

22 A u t h o r i t y has a Moving-to-Work Program, or what the 

23 contents of t h a t program are i f i t does have one. So 

24 the answer — the answer i s , I don 11 know. I don't 

25 even know i f there i s a Moving-to Work Program f o r 
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1 p u b l i c h o u s i n g . 

2 Q. You're f a m i l i a r w i t h t h e HUD G u i d e l i n e s on 

3 s e t t i n g t h e u t i l i t y a l l o w a n c e . I b e l i e v e you h e l p e d 

4 d r a f t t hose G u i d e l i n e s ; i s t h a t c o r r e c t ? 

5 A. No, I h e l p e d d r a f t -- t h e G u i d e l i n e s a r e 

6 i n HUD R e g u l a t i o n s . I h e l p e d d r a f t t h e HUD U t i l i t y 

7 Allowance Guidebook and t h e HUD Occupancy Guidebook, 

8 which has a s e c t i o n i n i t c o n c e r n i n g u t i l i t y 

9 a l l o w a n c e s . But t h e G u i d e l i n e s , themselves, a r e 

10 r e g s . 

11 JUDGE JONES: J u s t a moment. Your 

12 answer i s , yes, you a r e f a m i l i a r w i t h t h e G u i d e l i n e s , 

13 b u t , no, you d i d n o t h e l p d r a f t t h e G u i d e l i n e s ; i s 

14 t h a t c o r r e c t , Mr. Colton? 

15 THE WITNESS: Yes, I'm f a m i l i a r w i t h 

16 t h e G u i d e l i n e s , and, no, I d i d n o t h e l p d r a f t t h e 

17 G u i d e l i n e s , themselves. 

18 JUDGE JONES: Thank you. 

19 BY MR. HINERMAN: 

20 Q. I a p o l o g i z e f o r t h e m i s u n d e r s t a n d i n g . B u t 

21 I know t h a t you were i n v o l v e d i n t h e handbook. 

22 And do those G u i d e l i n e s d e f i n e t h e 

23 u t i l i t y a l l o w a n c e t o be a reas o n a b l e consumption 

24 u t i l i t i e s ? 

25 A. Yeah, t h e r e ' s a b i t more t o i t t h a n t h a t , 
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1 b ut yes, on a very broad sense. 

2 Q. What i s your understanding w i t h respect t o 

3 whether or not there i s a s h o r t f a l l i n monies 

4 a v a i l a b l e t o PHA t o pay u t i l i t y allowances? 

5 A. What i s my understanding of whether there 

6 i s a s h o r t f a l l ? 

7 Q. No, what happens i n the case o f a 

8 s h o r t f a l l i n a u t i l i t y allowance? 

9 A. I f the u t i l i t y allowance i s not f u l l y 

10 compensated t o the Housing A u t h o r i t y from the Federal 

11 Government, the Housing A u t h o r i t y uses i t s other 

12 a v a i l a b l e resources t o pay the u t i l i t y . 

13 Q. When you say, other a v a i l a b l e resources, 

14 what does t h a t mean? 

15 A. Whatever — whatever resources the Housing 

16 A u t h o r i t y has a v a i l a b l e . Just l i k e i f the operating 

17 subsidy provided from the Federal Government t o the 

18 Housing A u t h o r i t y doesn't cover i t s operating or 

19 maintenance expenses or i t s s a l a r y , or whatever e l s e , 

20 those — those expenditures are p a i d through — 

21 through Housing A u t h o r i t y resources. 

22 Q. So something has t o be taken from another 

23 program t o pay the u t i l i t y ? 

24 A. Or reserves have t o be used, or whatever. 

25 Q. So HUD doesn't compensate d o l l a r f o r 
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1 d o l l a r t h e u t i l i t y allowance? 

2 A. I agree w i t h t h a t . 

3 Q. Do you have an u n d e r s t a n d i n g o f whether o r 

4 n o t HUD a c t u a l l y reduced PHA's f u n d i n g r e q u e s t t h i s 

5 y e a r by q u i t e a l o t o f money? 

6 A. I do n ' t know t h a t one way o r t h e o t h e r . 

7 Q. Do you have any i n f o r m a t i o n about t h e f a c t 

8 t h a t PHA had t o l a y o f f o ver 300 employees t h i s y e a r 

9 -- w i t h i n t h e year? 

10 A. I'm n o t f a m i l i a r one way o r t h e o t h e r . 

11 Q. Would i t a f f e c t y o u r o p i n i o n i n y o u r 

12 t e s t i m o n y i f you were aware o f s i g n i f i c a n t s h o r t f a l l s 

13 i n PHA's budget? 

14 A. No. 

15 Q. You s t i l l b e l i e v e t h a t t h e u t i l i t y 

16 a l l o w a n c e s h o u l d be p a i d over t o PGW? 

17 A. I s t i l l b e l i e v e t h a t t h e u t i l i t y a l l o w a n c e 

18 t h a t i s g r a n t e d t o pay a t e n a n t ' s u t i l i t y b i l l s h o u l d 

19 be used t o pay t h a t t e n a n t ' s u t i l i t y b i l l , yes. 

20 Q. A t t h e expense o f some o t h e r program a t 

21 PHA? 

22 A. That q u e s t i o n has so many assumptions i n 

23 i t t h a t I — t h e impact o f u s i n g t h e u t i l i t y 

24 a l l o w a n c e t o pay t h e u t i l i t y b i l l f o r which i t was — 

25 which i t was i n t e n d e d t o pay, s h o u l d — t h a t s h o u l d 
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1 occur i r r e s p e c t i v e of whether the Housing A u t h o r i t y 

2 believes t h a t i t has the need t o use t h a t u t i l i t y 

3 allowance f o r some other tenant services. Yes, I 

4 b e l i e v e t h a t . 

5 Q. I ' d ask you t o look a t another e x h i b i t 

6 we'11 c a l l Number 4. 

7 JUDGE FORDHAM: PHA Cross-examination 

8 E x h i b i t 4. 

9 (Whereupon, the document was marked as 

10 PHA Cross E x h i b i t No. 4 f o r i d e n t i f i c a t i o n . ) 

11 MS. APPLEBY: Your Honors, OCA w i l l 

12 again request a moment t o review the e x h i b i t . 

13 JUDGE JONES: We're o f f the record. 

14 (Recess) 

15 JUDGE JONES: Back on the record. 

16 MS. APPLEBY: Your Honors, the OCA has 

17 completed i t s review, and would l i k e t o o b j e c t t o 

18 t h i s l e t t e r . 

19 This l e t t e r i s very c l e a r l y hearsay 

20 because of the f a c t t h a t i t i s a l e t t e r w r i t t e n by a 

21 Newon Osimex, the Deputy A s s i s t a n t Secretary, O f f i c e 

22 of Public Housing Program, who i s not present i n t h i s 

2 3 proceeding. 

24 This was not attached t o Mr. Green's 

25 testimony i n t h i s proceeding. I t also references 
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1 another l e t t e r o f November 25th, 2005, which we do 

2 not have. 

3 I don't understand the context o f t h i s 

4 l e t t e r , and I'm not sure t h a t i t ' s r e l e v a n t t o t h i s 

5 proceeding. 

6 MR. HINERMAN: Your Honor, t h i s i s not 

7 hearsay f o r a m u l t i t u d e o f reasons. I w i l l give you 

8 a few. 

9 There's a tab a t the bottom t h a t says, 

10 Defendant's E x h i b i t 37. This i s an e x h i b i t i n the 

11 Federal Court p u b l i c record, also a v a i l a b l e t o the 

12 p u b l i c through FOIA request. So i t ' s not only been 

13 produced i n l i t i g a t i o n , i n f a c t l i t i g a t i o n t h a t t h i s 

14 witness had a r o l e i n , b ut i t ' s also a p u b l i c record. 

15 I can show counsel the l e t t e r of 

16 November 25th asking f o r the $3 m i l l i o n , i f she would 

17 l i k e . 

18 But another reason i t i s not hearsay 

19 i s I'm not o f f e r i n g t h i s f o r purpose of showing t h a t 

20 the $3 m i l l i o n was turned down. There are other 

21 th i n g s i n t h i s l e t t e r t h a t the witness can read i n 

22 g i v i n g testimony on. 

23 I'm not t r y i n g t o prove the t r u t h of 

24 the matter asserted i n the l e t t e r , which would put i t 

25 w i t h i n the hearsay r u l e . 
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1 MS. APPLEBY: The OCA would respond 

2 t h a t because o f the f a c t t h a t i t was admitted as an 

3 e x h i b i t i n a Federal l a w s u i t — 

4 JUDGE JONES: Just a moment, Ms. 

5 Appleby. 

6 MS. APPLEBY: Yes. 

7 JUDGE JONES: Mr. Hinerman, you're 

8 saying t h a t the purpose of t h i s l e t t e r i s not f o r the 

9 t r u t h of the matter asserted. What i s the purpose o f 

10 t h i s l e t t e r ? 

11 MR. HINERMAN: I want t o t a l k t o him 

12 about i f a s i t u a t i o n e x i s t s i n which there i s a 

13 s h o r t f a l l -- two t h i n g s , i s he aware t h a t a s h o r t f a l l 

14 occurred, Your Honor. 

15 The l e t t e r — 

16 JUDGE JONES: I t h i n k he already s a i d 

17 the s h o r t f a l l — 

18 MR. HINERMAN: Did a s h o r t f a l l occur? 

19 I t ' s a simply yes or no answer. Second, I want t o 

20 ask him i f he has done any studies as t o where the 

21 money was made up — 

22 JUDGE JONES: Okay. 

23 MR. HINERMAN: -- i f , i n f a c t , a 

2 4 s h o r t f a l l occurred. 

25 JUDGE JONES: Ms. Appleby, he's not 
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1 o f f e r i n g i t f o r t h e t r u t h o f t h e m a t t e r a s s e r t e d . 

2 You've h e a r d why he's o f f e r i n g i t . Do you s t i l l have 

3 an o b j e c t i o n ? 

4 MS. APPLEBY: Yes, I do. I do n o t 

5 b e l i e v e t h a t t h e F e d e r a l l i t i g a t i o n i s r e l e v a n t t o 

6 t h i s p r o c e e d i n g . 

7 And, a d d i t i o n a l l y , Mr. C o l t o n has 

8 responded m u l t i p l e t i m e s t h a t he has n o t done a 

9 f i n a n c i a l a n a l y s i s o f t h i s — o f t h e impact t o PHA, 

10 and so I do n ' t see t h e p o i n t o f a s k i n g t h a t q u e s t i o n 

11 y e t a g a i n . 

12 JUDGE JONES: Agreed, as f a r as t h e 

13 s h o r t f a l l . Whether h e 1 s aware t h e s h o r t f a l l 

14 o c c u r r e d , however, I do n ' t b e l i e v e t h a t has been 

15 asked. Has i t ? 

16 MS. APPLEBY: No, I d o n ' t b e l i e v e t h a t 

17 i t — 

18 JUDGE JONES: Are you o b j e c t i n g t o 

19 t h a t q u e s t i o n , Ms. Appleby? 

20 MS. APPLEBY: I o b j e c t t o t h e McDowell 

21 case b e i n g b r o u g h t i n t o t h i s , b u t I don' see any harm 

22 i n a s k i n g t h e q u e s t i o n . 

23 MR. HINERMAN: I f t h a t ' s t h e o n l y 

24 o b j e c t i o n — 

25 JUDGE JONES: J u s t a moment. 

COMMONWEALTH REPORTING COMPANY, INC 
(800)334-1063 



866 

1 MS. APPLEBY: The OCA does n o t b e l i e v e 

2 t h a t he needs t h i s l e t t e r as an e x h i b i t i n o r d e r t o 

3 be a b l e t o ask t h a t q u e s t i o n . 

4 JUDGE JONES: So t h e OCA i s s a y i n g 

5 t h i s i s i r r e l e v a n t t o t h e q u e s t i o n ? 

6 MS. APPLEBY: Yes. 

7 JUDGE JONES: Mr. Hinerman. 

8 MR. HINERMAN: I t ' s e x t r e m e l y 

9 r e l e v a n t . I t ' s e x t r e m e l y r e l e v a n t f o r t h e reason 

10 t h a t t h i s w i t n e s s has proposed a s o l u t i o n t o t h e 

11 f i n a n c i a l woes o f PGW t h a t j u s t have t o be s e t w i t h i n 

12 t h e s t r u c t u r e o f t h e r e a l i t i e s o f t h e woes. 

13 I need t o l e t t h e PUC know, I need t o 

14 l e t t h i s w i t n e s s know — 

15 MS. APPLEBY: Your Honor — 

16 JUDGE JONES: Hold on. Hold on. Hold 

17 on. Hold on. 

18 Are you g o i n g t o ask a q u e s t i o n and, 

19 t h e n ask t o have t h i s be a d m i t t e d i n t o t h e r e c o r d ? 

20 MR. HINERMAN: Yes. 

21 JUDGE JONES: And you're g o i n g t o 

22 o b j e c t t o t h i s b e i n g a d m i t t e d ? 

23 MS. APPLEBY: Yes. And t h e OCA would 

24 l i k e t o have on t h e r e c o r d — 

25 JUDGE JONES: Then j u s t ask t h e 
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1 q u e s t i o n . 

2 MS. APPLEBY: May I o b j e c t t o t h e 

3 c h a r a c t e r i z a t i o n t h a t Mr. C o l t o n ' s t e s t i m o n y i s 

4 des i g n e d t o r e s o l v e t h e f i n a n c i a l woes o f PGW. That 

5 i s n o t h i s — 

6 JUDGE JONES: That w i l l be s u s t a i n e d . 

7 MR. HINERMAN: I s h o u l d have s a i d , n o t 

8 a l l o f them. 

9 MS. APPLEBY: I would move t o s t r i k e , 

10 Your Honor. 

11 JUDGE JONES: S t r i c k e n . Ask y o u r 

12 q u e s t i o n about t h e s h o r t f a l l , Mr. Hinerman. 

13 BY MR. HINERMAN: 

14 Q. Have you seen t h i s l e t t e r b e f o r e ? 

15 JUDGE JONES: No, t h a t ' s n o t y o u r 

16 q u e s t i o n . 

17 BY MR. HINERMAN: 

18 Q. Are you aware t h a t a s h o r t f a l l o f $3 

19 m i l l i o n o c c u r r e d i n 2005 i n u t i l i t y allowances? 

20 A. I'm n o t aware one way o r t h e o t h e r , no. 

21 Q. Do you have any o p i n i o n i f a s h o r t f a l l d i d 

22 occur where t h e monies would come from? 

23 A. No. 

24 Q. Are you aware o f whether t h e u t i l i t y 

25 a l l o w a n c e as c a l c u l a t e d by t h e PHA i n c l u d e s c o s t s 
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1 other than gas costs? 

2 A. Can I have t h a t question read back? 

3 (Whereupon, the Reporter read from the 

4 record as requested.) 

5 THE WITNESS: I'm aware t h a t there are 

6 d i f f e r e n t u t i l i t y allowances c a l c u l a t e d f o r d i f f e r e n t 

7 f u e l s , yes. 

8 So there i s a n a t u r a l gas u t i l i t y 

9 allowance. There i s an e l e c t r i c u t i l i t y allowance. 

10 There i s a water and waste water u t i l i t y allowance. 

11 Yes. 

12 BY MR. HINERMAN: 

13 Q. Do you know i f , i n f a c t , the Housing 

14 A u t h o r i t y provides one c a l c u l a t i o n f o r a l l u t i l i t y , 

15 or does i t provide d i f f e r e n t c a l c u l a t i o n s ? 

16 A. I t provides d i f f e r e n t u t i l i t y allowances 

17 f o r d i f f e r e n t f u e l s . 

18 Q. By t h a t do you mean re s i d e n t s who have 

19 e l e c t r i c receive — do not receive a gas u t i l i t y 

20 allowance; i s t h a t what you're saying? 

21 A. I'm saying t h a t there i s a n a t u r a l gas 

22 u t i l i t y allowance. There i s an e l e c t r i c u t i l i t y 

23 allowance. There i s a water and waste water u t i l i t y 

24 allowance. 

25 Q. Are you aware o f whether or not PHA 
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1 provides one payment f o r a l l of the allowances? 

2 A. Whether the PHA would aggregate those 

3 d i f f e r e n t u t i l i t y allowances i n t o a s i n g l e payment? 

4 Q- Yes. 

5 A. I don't know whether the u t i l i t y 

6 allowances f o r n a t u r a l gas, e l e c t r i c , water and waste 

7 water are aggregated i n t o a s i n g l e payment. 

8 I would t h i n k they would be because 

9 they 1 re used as a r e n t a l o f f s e t , b u t I don 11 know 

10 t h a t from personal knowledge. 

11 Q. Does your testimony address whether you 

12 b e l i e v e the e n t i r e aggregated payment should be made 

13 t o PGW or not? 

14 A. No, the n a t u r a l gas u t i l i t y allowance --

15 there i s a u t i l i t y allowance f o r n a t u r a l gas. There 

16 i s a u t i l i t y allowance f o r e l e c t r i c i t y . The n a t u r a l 

17 gas u t i l i t y allowance should be used t o pay the 

18 n a t u r a l gas. 

19 Q- You don't s t a t e t h a t i n your o p i n i o n , b ut 

20 t h a t ' s what you are saying. You're not saying — 

21 arguing t h a t a l l u t i l i t y allowances should be used? 

22 A. C l e a r l y not. I'm not suggesting t h a t the 

23 e l e c t r i c u t i l i t y allowance be used t o pay PGW b i l l s . 

24 MR. HINERMAN: Thank you. I have no 

25 f u r t h e r questions. 
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1 MR. STUNDER: Your Honor, i f I may 

2 have p e r m i s s i o n t o c r o s s on Mr. Hinerman's cross? 

3 I o n l y have a c o u p l e q u e s t i o n s . 

4 THE WITNESS: I ' v e h e a r d t h a t b e f o r e . 

5 JUDGE FORDHAM: We would be i n t e r e s t e d 

6 i n r e d i r e c t b e f o r e we have — 

7 MR. STUNDER: Okay. Whatever o r d e r — 

8 I d i d n ' t know. I'm g o i n g t o ask p e r m i s s i o n now i n 

9 case i t was more a p p r o p r i a t e now as opposed t o l a t e r . 

10 I d i d n ' t want t h e o p p o r t u n i t y t o be f o r e c l o s e d 

11 because I w a s n 1 t t i m e l y . 

12 Thank you. 

13 JUDGE JONES: Mr. Hinerman, a r e you 

14 p l a n n i n g t o ad m i t y o u r e x h i b i t s ? 

15 MR. HINERMAN: I ' d l i k e t h a t E x h i b i t s 

16 3 and 4 be a d m i t t e d . 

17 JUDGE JONES: OCA. 

18 MS. APPLEBY: The OCA o b j e c t s t o PHA's 

19 Cross E x h i b i t Number 4. 

20 JUDGE JONES: No o b j e c t i o n t o 3? 

21 MS. APPLEBY: Could I have one moment. 

22 JUDGE JONES: Yes. 

23 MS. APPLEBY: Thank you. 

24 ( D i s c u s s i o n o f f t h e r e c o r d ) 

25 MS. APPLEBY: Concerning E x h i b i t 3, 
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1 Mr. Colton read i n t o the record the r e l e v a n t 

2 statement t h a t Mr. Hinerman asked him. So t h a t 

3 i n f o r m a t i o n i s already i n the record. 

4 This i s only a p o r t i o n of i t , and I 

5 see no reason t h a t t h i s p o r t i o n o f the statement, 

6 t o t a l l y out of the context of t h i s l e g a l proceeding, 

7 be admitted i n t o t h i s record. 

8 JUDGE JONES: Both o b j e c t i o n s are 

9 sustained. PHA Cross E x h i b i t Number 3 and 4 are not 

10 admitted. 

11 MR. HINERMAN: Your Honor, may I make 

12 my record as t o why they are admissible or d i d we 

13 pass t h a t p o i n t . 

14 JUDGE JONES: We've passed t h a t p o i n t . 

15 I've r u l e d , s i r . 

16 Do we have any r e d i r e c t f o r Mr. 

17 Colton? 

18 MS. APPLEBY: Yes, the OCA w i l l have 

19 r e d i r e c t . Could we j u s t have a moment or two, Judge. 

20 JUDGE JONES: Yes. 

21 (Discussion o f f the record) 

22 JUDGE JONES: We're back on the 

23 record. 

24 JUDGE FORDHAM: Could we have your 

25 a t t e n t i o n , please. We're back on the record. 
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1 JUDGE JONES: You may proceed, Ms. 

2 Appleby. 

3 REDIRECT EXAMINATION 

4 BY MS. APPLEBY: 

5 Q. The OCA j u s t has one question f o r you. 

6 Mr. Hinerman asked a number o f questions regarding 

7 what would happen t o tenant r e n t a l payments i f the 

8 u t i l i t y allowance i s d i r e c t vendored t o PGW. And you 

9 agreed t h a t the r e n t a l payment would increase under 

10 the PHA's approach. 

11 Would you f u r t h e r e x p l a i n your answer? 

12 A. Yes, i f I may take you through j u s t a few 

13 numbers and e x p l a i n my answer. 

14 Let's assume two d i f f e r e n t numbers 

15 here. F i r s t , l e t ' s assume t h a t a tenant has a r e n t 

16 of $300.00. Second, l e t ' s assume t h a t a tenant has a 

17 u t i l i t y b i l l o f $150.00. So those are the two 

18 numbers t h a t we're going t o work w i t h . 

19 The way the process works now i s t h a t 

20 the tenant's r e n t o f $300.00 i s reduced by the 

21 $150.00 because the u t i l i t y allowance i s a p p l i e d 

22 against the r e n t . 

23 The theory i s t h a t , o f course, by 

24 reducing the r e n t by $150.00, you f r e e up t h a t 

25 $150.00 so the tenant would s t i l l have the $150.00 t o 
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1 pay PGW f o r a u t i l i t y b i l l . 

2 But the $150.00 u t i l i t y allowance i s 

3 a p p l i e d — i s j u s t b a s i c a l l y p a i d t o the l a n d l o r d . 

4 I t ' s p a i d as a reduc t i o n t o the r e n t . 

5 What I'm proposing i s t h a t the u t i l i t y 

6 allowance, the $150.00 u t i l i t y allowance be ap p l i e d 

7 against the $150.00 u t i l i t y b i l l , and, t h e r e f o r e , the 

8 tenant r e n t would remain a t $300.00. 

9 So by applying — what I'm saying w i t h 

10 t h i s i s the opposite. By applying the u t i l i t y 

11 allowance against the u t i l i t y b i l l , t h a t would f r e e 

12 up the $150.00 i n resources f o r the tenant t o pay the 

13 e n t i r e $300.00 r e n t ; t h a t the r e n t , w h i l e the 

14 out-of-pocket expense t o the tenant increases t o — 

15 the out-of-pocket r e n t a l expense increases t o 

16 $300.00, the t o t a l expenditure t o the tenant doesn't 

17 increase because the t o t a l expenditure of the tenant 

18 i s s t i l l $300.00. 

19 I t ' s simply t h a t t h a t $300.00 comes i n 

20 i s o l a t i n g the e n t i r e r e n t as r e n t . 

21 Does t h a t e x p l a i n i t or help t o 

22 f u r t h e r confuse us? 

23 MS. APPLEBY: That's a l l the OCA has, 

24 Your Honor. 

25 JUDGE JONES: There i s recross from 
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1 PGW, Mr. Stunder? 

2 MR. STUNDER: Yes. Thank you. 

3 RECROSS-EXAMINATION 

4 BY MR- STUNDER: 

5 Q. Mr. C o l t o n , r e f e r r i n g t o LIHEAP g r a n t s , i s 

6 i t c o r r e c t t h a t i n your example o f a LIHEAP Grant 

7 i t ' s t h e CRP customer who a p p l i e s f o r t h e g r a n t and 

8 g i v e s i t t o PGW? 

9 W e l l , l e t me ask two q u e s t i o n s . I s i t 

10 t h e CRP customer who a p p l i e s f o r t h e Grant? 

11 A. That's r i g h t . 

12 Q. And, th e n t h e g r a n t goes t o PGW? 

13 A. Yes. 

14 Q- Now, CRP s h o r t f a l l s , who pays f o r CPR 

15 s h o r t f a l l s ? 

16 A. The CRP s h o r t f a l l i s passed t h r o u g h t o 

17 non-CRP r e s i d e n t — r e s i d e n t i a l customers who a r e 

18 non-CRP p a r t i c i p a n t s . 

19 Q. B a s i c a l l y PGW r a t e payers? 

20 A. C o r r e c t . PGW r a t e p a y e r s , yes. 

21 Q. Now, among those PGW r a t e payers would 

22 t h a t i n c l u d e low income customers who a r e n o t i n CRP? 

23 A. I t would i n c l u d e a l l customers who a r e n o t 

24 i n CRP i n c l u d i n g low income customers. A b s o l u t e l y , 

25 yes. 
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1 MR. STUNDER: Thank you. No more 

2 questions. 

3 JUDGE JONES: Thank you. Any 

4 questions i n reference — OCA, any questions i n 

5 reference t o the recros s ? 

6 MS. APPLEBY: We j u s t have one. 

7 JUDGE JONES: Go ahead. 

8 FURTHER REDIRECT EXAMINATION 

9 BY MS. APPLEBY: 

10 Q. You had mentioned t h a t the CRP s h o r t f a l l 

11 i s p a i d by r e s i d e n t i a l customers — 

12 A. Yes. No, I was wrong. 

13 Q. And what would be your c o r r e c t i o n ? 

14 A. PGW CRP c r e d i t s are not simply p a i d by 

15 r e s i d e n t i a l customers. They are p a i d by PGW r a t e 

16 payers. 

17 Q. And t h a t would include a l l classes of 

18 customers? 

19 A. Yes. 

20 MS. APPLEBY: That would be a l l . 

21 JUDGE JONES: Any questions based on 

22 those questions? 

23 Thank you, Mr. Colton, you are 

24 excused, s i r . 

25 (Witness excused) 
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19 

20 

21 

22 

23 

24 

JUDGE FORDHAM: There was a M o t i o n t o 

move t h e t e s t i m o n y o f Mr. C o l t o n w i t h t h e 

accompanying Schedules. 

MS. APPLEBY: Yes, Your Honor. 

JUDGE FORDHAM: Were t h e r e any 

o b j e c t i o n s ? 

H e a r i n g none, t h e d i r e c t , r e b u t t a l and 

s u r r e b u t t a l t e s t i m o n y o f Mr. C o l t o n and t h e 

accompanying Schedules a r e a d m i t t e d . 

(Whereupon, t h e documents marked as 

OCA Statement 4, Statement 4-R and Statement 4-SR 

were r e c e i v e d i n evidence.) 

JUDGE JONES: I b e l i e v e Mr. L e l a s h , 

OCA, i s t h e n e x t w i t n e s s . 

MS. McCLOSKEY: Yes, Mr. L e l a s h has 

a r r i v e d . I do n ' t know i f we're ready f o r a break. 

I f we c o u l d j u s t have a 5- o r 10-minute break t o — 

JUDGE FORDHAM: That's f i n e . Ten 

mi n u t e s . 

MS. McCLOSKEY: Thank you, Your Honor 

MR. LAWRENCE: Thank you, Your Honor. 

(Recess) 

JUDGE FORDHAM: The n e x t w i t n e s s i s 

Mr. L e l a s h 

25 RICHARD LELASH, h a v i n g been d u l y 
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1 sworn, t e s t i f i e d as f o l l o w s : 

2 JUDGE FORDHAM: Would you s t a t e y o u r 

3 name and bu s i n e s s address f o r t h e r e c o r d , and p l e a s e 

4 s p e l l y o u r l a s t name. 

5 THE WITNESS: Yes, my name i s R i c h a r d 

6 W. L e l a s h , L-E-L-A-S-H, and my b u s i n e s s address i s 

7 18, and t h e n i s s p e l l e d o u t , Seventy, S-E-V-E-N-T-Y 

8 Acre Road, and t h a t ' s i n Reading, C o n n e c t i c u t . 

9 JUDGE FORDHAM: Thank you. 

10 JUDGE JONES: Mr. C l e a r f i e l d . 

11 MR. CLEARFIELD: Yes, ma'am — oh, no, 

12 Your Honor. 

13 JUDGE JONES: Oh, I'm s o r r y . Mr. 

14 Lawrence. 

15 MR. LAWRENCE: Thank you, Your Honor. 

16 I would l i k e t o have marked f o r i d e n t i f i c a t i o n 

17 t h e d i r e c t , r e b u t t a l and s u r r e b u t t a l t e s t i m o n y o f Mr. 

18 L e l a s h as OCA Statement Number 1 , 1-R and 1-S, 

19 r e s p e c t i v e l y . 

20 JUDGE FORDHAM: They s h a l l be so 

21 marked. 

22 MR. LAWRENCE: Thank you. 

23 (Whereupon, t h e documents were marked 

24 as Statement 1, Statement 1-R and Statement 1-S f o r 

25 i d e n t i f i c a t i o n . ) 
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1 DIRECT EXAMINATION 

2 BY MR. LAWRENCE: 

3 Q. Mr. Lelash, do you have before you a copy 

4 of your prepared p r e f i l e d d i r e c t testimony i n t h i s 

5 case c o n s i s t i n g o f 28 pages of testimony, Schedules 1 

6 through 5, each c o n s i s t i n g of one page, and an 

7 Appendix c o n s i s t i n g of three pages? 

8 A. Yes. 

9 Q. Do you also have a copy o f your r e b u t t a l 

10 testimony i n t h i s case c o n s i s t i n g of 11 pages o f 

11 testimony? 

12 A. Yes. 

13 Q. Mr. Lelash, do you also have a copy o f 

14 your s u r r e b u t t a l testimony i n t h i s case c o n s i s t i n g o f 

15 17 pages o f testimony? 

16 A. That's c o r r e c t . 

17 Q. Mr. Lelash, was each piece of testimony, 

18 i n c l u d i n g the Schedules and Appendix prepared by you 

19 or under your d i r e c t supervision? 

20 A. They were prepared by me. 

21 Q. Thank you. Do you have any a d d i t i o n s , 

22 c o r r e c t i o n s or m o d i f i c a t i o n s t h a t you would l i k e t o 

23 make t o testimony, Schedules or Appendix a t t h i s 

24 time? 

25 A. Yes, I do. I have one c o r r e c t i o n i n my 
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1 r e b u t t a l t e s t i m o n y . I f I c o u l d r e f e r e n c e t o page 6, 

2 l i n e 1. 

3 And t h e r e I i n c o r r e c t l y i d e n t i f i e d t h e 

4 w i t n e s s as b e i n g Roger r a t h e r Randy, and I would l i k e 

5 t o have t h e r e c o r d m o d i f i e d t o make t h a t c o r r e c t i o n . 

6 Q. S u b j e c t t o t h a t one c o r r e c t i o n , i s y o u r 

7 t e s t i m o n y , y o u r Schedules and yo u r Appendix t r u e and 

8 c o r r e c t t o t h e b e s t o f yo u r knowledge, i n f o r m a t i o n 

9 and b e l i e f ? 

10 A. They a r e . 

11 Q. And s u b j e c t t o t h a t one c o r r e c t i o n , Mr. 

12 L e l a s h , i f I were t o ask you these same q u e s t i o n s 

13 today under o a t h as a r e c o n t a i n e d i n y o u r t e s t i m o n y , 

14 would y o u r answers be t h e same? 

15 A. Yes, t h e y would. 

16 MR. LAWRENCE: The OCA p r e v i o u s l y 

17 d i s t r i b u t e d c o p i e s o f t h e d i r e c t , r e b u t t a l and 

18 s u r r e b u t t a l t e s t i m o n y o f Mr. L e l a s h t o t h e o t h e r 

19 p a r t i e s . And I have handed two co p i e s o f each p i e c e 

20 o f t e s t i m o n y t o t h e Court R e p o r t e r . 

21 Your Honor, I would make a M o t i o n a t 

22 t h e end o f t h e c r o s s - e x a m i n a t i o n , as I un d e r s t a n d , t o 

23 a d m i t these i n t o t h e r e c o r d . 

24 And a t t h i s t i m e Mr. L e l a s h i s now 

25 a v a i l a b l e f o r c r o s s - e x a m i n a t i o n . 
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1 JUDGE FORDHAM: Thank you. Mr. 

2 C l e a r f i e l d . 

3 MR. CLEARFIELD: Thank you. Your 

4 Honor. Your Honor, we've determined t h a t i n l i e u o f 

5 cross-examination we would ask t h a t two packages o f 

6 Answers t o I n t e r r o g a t o r i e s be marked and moved i n t o 

7 the record. 

8 And, i n a d d i t i o n , several pages of 

9 t r a n s c r i p t from the 2001 case i n which Mr. Lelash and 

10 I engaged i n a colloquy, and you were the Judge a t 

11 t h a t time. 

12 At l e a s t w i t h respect t o Mr. Lelash 

13 and I , we were both younger and had a l o t more 

14 energy. 

15 And w i t h t h a t , I b e l i e v e we've 

16 discussed t h a t w i t h Ms. McCloskey, and she's i n 

17 agreement w i t h t h a t . 

18 JUDGE FORDHAM: How are you going t o 

19 mark t h i s ? 

20 MR. CLEARFIELD: We can -- why don't 

21 we j u s t f o r order's sake mark the Set 2 Answers as 

22 PGW Cross-Examination E x h i b i t 1, our f i r s t 

23 cross-examination e x h i b i t . 

24 JUDGE FORDHAM: I t s h a l l be so marked. 

25 MR. CLEARFIELD: Thank you. And, then 
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1 t h e Answers t o PGW's Set 3 we'd mark as 

2 Cross-Examination E x h i b i t 2. 

3 JUDGE FORDHAM: T h e y ' l l be so marked. 

4 MR. CLEARFIELD: And, th e n t h e 

5 e x c e r p t s f r o m t h e t r a n s c r i p t f r o m t h e 2001 base r a t e 

6 p r o c e e d i n g w i t h t h e pages 806 t h r o u g h t h e f i r s t l i n e 

7 on page 812, t h a t would be marked as PGW 

8 Cross-Examination E x h i b i t 3. 

9 JUDGE FORDHAM: T h e y ' l l be so marked. 

10 MR. CLEARFIELD: And i f t h e y ' r e 

11 a d m i t t e d i n t o t h e r e c o r d , we w i l l waive f u r t h e r 

12 c r o s s - e x a m i n a t i o n . 

13 JUDGE FORDHAM: I s t h e r e any 

14 o b j e c t i o n ? 

15 MR. LAWRENCE: No, Your Honor. 

16 JUDGE FORDHAM: PGW Cross-Examination 

17 E x h i b i t s 1, 2 and 3 a r e a d m i t t e d w i t h o u t o b j e c t i o n . 

18 (Whereupon, t h e documents were marked 

19 as PGW Cross-Examination E x h i b i t s Nos. 1, 2 and 3 f o r 

20 i d e n t i f i c a t i o n , and were r e c e i v e d i n evidence.) 

21 JUDGE FORDHAM: Mr. St e w a r t . 

22 MR. STEWART: Thank you, Your Honor. 

23 CROSS-EXAMINATION 

24 BY MR. STEWART: 

25 Q- Good a f t e r n o o n , Mr. L e l a s h . My name i s 
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1 Todd Stewart, and I represent I n t e r s t a t e Gas i n these 

2 proceedings. 

3 A. Good afternoon. 

4 Q. Would you please t u r n t o page 22 o f your 

5 d i r e c t testimony. 

6 A. I'm there. 

7 Q. On l i n e 1, i n r e f e r r i n g t o the treatment 

8 o f the margins earned by PGW from c a p a c i t i e s released 

9 i n o f f system sales, you s t a t e t h a t such capacity 

10 costs are o f f s e t s are c r e d i t e d t o r a t e payers since 

11 they pay f o r a l l the r e l a t e d capacity costs w i t h i n 

12 t h e i r r a t e s . 

13 Do you see that? 

14 A. Yes. 

15 Q . I take i t t h a t you would agree w i t h me 

16 t h a t the general p r i n c i p l e t h a t customers t h a t pay 

17 f o r assets should be e n t i t l e d t o earn some of the 

18 margin earned on those assets? 

19 A. As a general matter. 

20 Q. And you t h i n k t h a t — w e l l , t h a t ' s f i n e . 

21 I s i t your understanding t h a t the cost o f storage a t 

22 PGW service t e r r i t o r y are p a i d f o r by -- a l l the 

23 costs of storage are p a i d f o r by customers as p a r t o f 

24 the GCR mechanism? 

25 A. Could you j u s t repeat t h a t again, please. 
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1 Q. I s i t your understanding t h a t a l l o f the 

2 costs o f storage i n the PGW service area are p a i d f o r 

3 by customers as p a r t of the GCR mechanism? 

4 A. No. No, there are c e r t a i n costs t h a t are 

5 not included. 

6 Q. And where are those costs recovered? 

7 A. There are some LNG r e l a t e d costs t h a t are 

8 recovered through the general r a t e s . 

9 Q. Would you agree w i t h me t h a t i f a customer 

10 were t o buy gas from a competitive s u p p l i e r l i k e my 

11 c l i e n t , IGS, f o r example, under PGW's cu r r e n t r a t e 

12 s t r u c t u r e t h a t the customer would continue t o pay PGW 

13 f o r a p o r t i o n o f those storage assets through base 

14 r a t e s even i f they chose a competitive supplier? 

15 A. There would be an element w i t h i n t h e i r 

16 d i s t r i b u t i o n r a t e t h a t would have, and as I sai d , a 

17 r e l a t i v e l y small amount of LNG r e l a t e d costs. 

18 Q. Do you t h i n k i t ' s f a i r t o have a customer 

19 pay f o r the storage and not have any use of t h a t 

20 storage? 

21 A. I disagree w i t h your question. Customers 

22 have use o f t h a t storage. 

23 Q. Do they have f u l l use of t h a t storage when 

24 they go — when they become a customer o f another 

25 supplier? 
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1 A. Yes. 

2 Q. I f PGW continues t o d e l i v e r the same 

3 amount o f gas through i t s system, and t h a t i s i t w i l l 

4 have no de c l i n e i n d i s t r i b u t i o n revenue, but i t would 

5 purchase 50 percent less gas, because there was 

6 competition on i t s system, and the competition would 

7 have 50 percent o f the load, would there be any 

8 savings t o PGW as a r e s u l t of not having t o buy t h a t 

9 50 percent of the gas? 

10 A. We're i n a h y p o t h e t i c a l now? 

11 Q. Yes. Hy p o t h e t i c a l l y ? 

12 A. Yes, obviously i t would r e l i e v e them o f 

13 c e r t a i n gas cost r e s p o n s i b i l i t i e s , notwithstanding 

14 how the costs are recovered. 

15 Q. Assuming t h a t 1 s neutral? 

16 A. Yes. Yes, i t would be an increment. I t 

17 would decrease some of the associated costs. 

18 Q. Now, I would l i k e t o t u r n t o your r e b u t t a l 

19 testimony. On page 3 i n p a r t i c u l a r — I ' l l w a i t t i l l 

20 you get there. 

21 A. I'm there. 

22 Q. Beginning w i t h l i n e 5, you ch a r a c t e r i z e 

23 Mr. P a r i s i ' s testimony as suggesting t h a t i t i s 

24 a n t i - c o m p e t i t i v e f o r customers t o receive capacity 

25 r e l a t e d margins. Do you see that? 
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1 A. Yes. 

2 Q. Can you t e l l me where Mr. P a r i s ! says t h a t 

3 i n h i s t e s t i m o n y ? Do you have a copy o f h i s --

4 A. W e l l , I'm n o t sure he s p e c i f i c a l l y s a i d 

5 t h a t , b u t he c e r t a i n l y , i n recommending t h a t t h a t 

6 change be made, i m p l i e d t h a t i t was a p p r o p r i a t e t h a t 

7 t h a t change would be made, and i t would b e t t e r s t a y 

8 gas c o s t s . 

9 And I c o n s i d e r t h a t t o be -- w e l l , I 

10 f e e l t h a t what he's s a y i n g i s — i s , you know, i t ' s 

11 i n e r r o r . Put i t t h a t way. 

12 Q. You're t e l l i n g me t h a t he d i d n ' t a c t u a l l y 

13 say t h a t d i r e c t l y i n h i s t e s t i m o n y ? 

14 A. W e l l , he d i d . He s t a t e d t h a t gas c o s t s 

15 would be c o r r e c t l y c a l c u l a t e d by n o t h a v i n g a 

16 c a p a c i t y c r e d i t as an o f f s e t t o gas c o s t s . 

17 Q. Do you r e c a l l o t h e r p l a c e s i n h i s 

18 t e s t i m o n y , i n t h a t s e c t i o n o f h i s t e s t i m o n y where he 

19 s a i d t h a t t h e o n l y reason he's s u g g e s t i n g t h a t gas 

20 c o s t s be c r e d i t e d t h a t way i s because o f t h e f a c t 

21 t h a t r i g h t now some o f t h e c o s t s o f s t o r e d a s s e t s a r e 

22 b e i n g r e c o v e r e d i n base r a t e s , and t h a t t h i s would 

23 a l l e v i a t e t h a t problem? 

24 A. No, I do n ' t . W i l l you show me where he 

25 says t h a t ? 
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1 Q. Sure. 

2 MR. STEWART: I'm showing t h e w i t n e s s 

3 a copy o f Mr. P a r i s i ' s t e s t i m o n y . 

4 THE WITNESS: I have h i s t e s t i m o n y . 

5 MR. STEWART: Page 6. 

6 JUDGE FORDHAM: Mr. S t e w a r t i s 

7 r e f e r r i n g t o IGS Statement Number 1, page 6. 

8 THE WITNESS: And yo u r q u e s t i o n i s ? 

9 BY MR. STEWART: 

10 Q. W e l l , I asked you i f y o u ' r e s a y i n g t h a t 

11 Mr. P a r i s i , i n t h i s s e c t i o n — I'm assuming i n t h i s 

12 s e c t i o n , i s s u g g e s t i n g -- l e t me re p h r a s e t h a t . 

13 You r e f e r r e d t o t h i s s e c t i o n o f h i s 

14 t e s t i m o n y as s u g g e s t i n g t h a t Mr. P a r i s i s a i d t h a t 

15 i t ' s a n t i - c o m p e t i t i v e f o r customers t o — n o t t o 

16 r e c e i v e c a p a c i t i e s - r e l a t e d margins. 

17 My q u e s t i o n t o you i s , i n t h i s s e c t i o n 

18 o f t e s t i m o n y d i d n ' t he l i m i t t h a t c o n c l u s i o n based 

19 upon t h e f a c t t h a t PGW c u r r e n t l y charges a p o r t i o n o f 

20 s t o r a g e c o s t s i n i t s base r a t e s t h a t would be p a i d 

21 f o r by customers t h a t choose a l t e r n a t i v e s u p p l i e r s , 

22 and t h a t t h a t would be a way o f a l l e v i a t i n g t h a t 

23 s i t u a t i o n . 

24 A. W e l l , I'm n o t c l e a r r e a l l y what he's 

25 s a y i n g h e r e , and I do n ' t t r y t o speak f o r what he has 
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1 w r i t t e n . 

2 But you're saying customers are not 

3 asked t o pay f o r an asset which they do not d e r i v e 

4 f u l l b e n e f i t s . And presumably you're t e l l i n g me t h a t 

5 he i s t a l k i n g about storage assets i n general. 

6 And I would r e f e r you t o Mr. P a r i s i ' s 

7 testimony a t page 2 where he acknowledges t h a t when 

8 d e l i v e r a b i l i t y from the LNG storage i s i n v o l v e d w i t h 

9 p r o v i d i n g balancing services, and he says assets not 

10 made a v a i l a b l e t o choice. 

11 Well, i f they're g e t t i n g balancing 

12 services, they are g e t t i n g use of the LNG assets. 

13 Q. I t ' s not then t h a t they're g e t t i n g f u l l 

14 use of those assets t h a t a non- — 

15 A. Well, what i s f u l l use? I mean, they're 

16 storage assets. They're used f o r balancing. They 

17 are p r i n c i p a l l y used f o r balancing under PGW's system 

18 as a general matter. You know, i s there balancing 

19 and balancing? 

20 Well, they're e i t h e r used f o r 

21 balancing or not, and they are used f o r some gas 

22 s u p p l i e r s t h a t were beyond the system. That's where 

23 

24 MR. STEWART: Your Honor, I haven't 

25 asked a question, and I'm j u s t t r y i n g t o f i g u r e out 
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1 what: question Mr. Lelash i s answering a t t h i s p o i n t . 

2 So I would ask t o have ev e r y t h i n g he s a i d s t r i c k e n 

3 because I'm not able t o — he's arguing w i t h me and I 

4 haven't asked him a question. 

5 THE WITNESS: Well, I'm j u s t t e l l i n g 

6 you t h a t where you c i t e d t o h i s testimony f o r me t o 

7 read, h i s own testimony does not support t h a t . 

8 I'm sorry i f t h a t has you confused, 

9 but t h a t ' s what I said. 

10 MR. STEWART: That's a l l r i g h t . I 

11 j u s t ask t h a t you answer the question. But t h a t ' s 

12 okay. We'll t r y t o l i m i t i t i f we can. 

13 BY MR. STEWART: 

14 Q. On page 3 of your r e b u t t a l you claim t h a t 

15 Mr. P a r i s i would have PGW provide any capacity costs 

16 they need. You showed i n c a p a c i t i e s t h a t the 

17 s u p p l i e r s need. 

18 Can you show me where he s a i d that? 

19 A. At the beginning he s a i d t h a t , PGW does 

20 not provide the capacity t o s u p p l i e r s on the same 

21 basis i t does t o i t s r e g u l a r customers. 

22 Q. And you t h i n k t h a t they shouldn't have t o 

23 provide capacity t o su p p l i e r s on the same basis t h a t 

24 they d i d other customers? 

25 A. For a l l capacity, no. There * s no 
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1 o b l i g a t i o n i n my knowledge t h a t they have t o provide 

2 t h a t . Very few u t i l i t i e s do. I n f a c t I know of none 

3 t h a t — 

4 Q. I — 

5 A. I t ' s r e l e v a n t t o my answer. I'm j u s t 

6 t e l l i n g you t h a t no one else i n the business 

7 a l l o c a t e s storage assets t o gas s u p p l i e r s . 

8 Q. And t h a t ' s your testimony? 

9 A. I'm unaware of any t h a t do. 

10 Q. Okay. That's f i n e . And i s i t your 

11 testimony — oh, can you show me on page — where Mr. 

12 P a r i s i says t h a t he d i d n ' t want t o have the s u p p l i e r s 

13 f o l l o w up the t a r i f f requirements? 

14 A. He i s suggesting t h a t changes be made t o 

15 the procedures — I t h i n k t o both the t a r i f f s and t o 

16 the l i m i t s or the requirements t h a t the t a r i f f s have. 

17 That was my general impression. 

18 I c i t e a page, and I t h i n k i t ' s a t 

19 page 3, and I t h i n k he does say t h a t . 

20 I t h i n k he's — you know, h i s 

21 testimony speaks f o r i t s e l f i f you t h i n k I'm 

22 m i s c h a r a c t e r i z i n g him. He t a l k s about — I mean 

23 there i s a s u b s t a n t i a l amount of discussion. I 

24 thought t h a t ' s why he had i t i n th e r e , b ut maybe i t 

25 was there f o r a d i f f e r e n t reason. 
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1 Q. Can you e x p l a i n t o me how GCR customers 

2 would be overcharged f o r u t i l i t y supplying gas so 

3 t h a t s u p p l i e r s would not i n c u r c e r t a i n costs as 

4 s t a t e d on page 3 of your r e b u t t a l testimony? 

5 A. Oh, b i l l i n g changes as an example. 

6 B i l l i n g changes would c e r t a i n l y a f f e c t the cost t o 

7 the imbedded customers. Losing t h e i r c r e d i t s from 

8 capacity would c e r t a i n l y adversely a f f e c t them. 

9 Those are two examples. 

10 Q. Would you agree t h a t having the choice o f 

11 gas s u p p l i e r s provides b e n e f i t s f o r customers? 

12 A. I t depends on what the choices are. 

13 Q. So as a general matter you don't agree 

14 t h a t choices could b e n e f i t the customers? 

15 A. I t h i n k i n c e r t a i n frameworks choice can 

16 be a b e n e f i t t o customers. I t h i n k i n others i t may 

17 not be. 

18 Q. And two p o i n t s o f c l a r i f i c a t i o n . I'm j u s t 

19 a l i t t l e confused. On page 4 of your r e b u t t a l 

20 testimony, i n d e s c r i b i n g the Ohio problem, on l i n e 2 

21 you use the word, a c t i o n , and I t h i n k you may have 

22 meant t o say auction. I t was j u s t a l i t t l e confusing 

23 t o me. 

24 A. That's very p o s s i b l e . On l i n e --

25 Q. Line 2 on page 4. 
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1 A. Yes, I appreciate the c o r r e c t i o n . I would 

2 have meant t h a t as s t a t e auction. 

3 Q. Otherwise i t r e a l l y d i d n ' t make a l o t of 

4 sense. On page 4 of your r e b u t t a l you s t a t e t h a t 

5 n e i t h e r of the two programs presented by Mr. P a r i s i 

6 i s described i n s u f f i c i e n t d e t a i l t o a l l o w f o r expert 

7 e v a l u a t i o n . 

8 What k i n d of d e t a i l do you t h i n k i s 

9 missing? 

10 A. Well, he d i d supply an I n t e r r o g a t o r y 

11 Response t h a t f l e s h e d out h i s proposal i n greater 

12 d e t a i l . But even t h a t , i n h i s Response, and I -- l e t 

13 me give you what h i s Response — s p e c i f i c a l l y , I 

14 guess Number 1. I t has a number 1 here. 

15 Even w i t h i n t h a t response there were 

16 several t h i n g s where he s a i d t h a t he had not y e t 

17 f i g u r e d out how t o do i t , or the d e t a i l s o f the 

18 program. 

19 Q. So nothing s p e c i f i c comes t o mind a t t h i s 

20 p o i n t as f a r as what d e t a i l s you would l i k e t o see? 

21 A. Well, I mean, you know, I would disagree 

22 w i t h h i s recommendation on a program t h a t forces the 

23 assignment of customers t o the s u p p l i e r s , f o r 

2 4 example. 

25 Q. Are you f a m i l i a r w i t h the Dominion East 
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1 Ohio p i l o t program? 

2 A. I've looked up on the website f o r Ohio and 

3 read a l i t t l e b i t about i t , b u t , g e n e r a l l y , I'm not 

4 i n t i m a t e l y i n v o l v e d i n i t . 

5 Q. Well, I'm going t o ask you a couple of 

6 questions. I f you don't know, I'm sure you've done 

7 t h i s long enough y o u ' l l know t o say, you don't know 

8 or you aren't aware. 

9 A. Oh, I'11 t r y t o answer you. 

10 Q. I s i t your understanding t h a t s u p p l i e r s on 

11 t h i s Dominion East Ohio — or who p a r t i c i p a t e i n t h i s 

12 Dominion East Ohio program do not employ hedging or 

13 use storage assets? 

14 A. I would not — I do not b e l i e v e they — 

15 the supply i s not going t o be a f f e c t e d by e i t h e r 

16 storage or hedging t r a n s a c t i o n s since i t i s being 

17 provided a t an index plus a mark up. 

18 So whether i t ' s hedged or not hedged 

19 doesn't matter. They're using a f l a t monthly Index 

20 and they're p u t t i n g an adder on i t . 

21 So the answer i s , i t ' s not a f f e c t e d . 

22 Q. Are you aware t h a t there's a $4.00 

23 summer/winter d i f f e r e n c e i n the ra t e s o f East Ohio? 

24 A. I have not looked a t the r a t e s . 

25 Q. Have you performed any ana l y s i s o f the 
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1 p r i c e s produced by the Dominion East Ohio options? 

2 A. The East Ohio o p t i o n would be index plus 

3 $1.44. 

4 Q. Have you done any comparison o f t h a t index 

5 p r i c e t o what t h e i r r a t e s would have been i f they 

6 would have stayed w i t h the t r a d i t i o n a l GCR mechanism? 

7 A. No. I have i n other j u r i s d i c t i o n s , b ut I 

8 have not f o r t h i s p a r t i c u l a r program. 

9 Q. And are you aware t h a t the Ohio O f f i c e o f 

10 Consumer Counsel provided testimony t o the Ohio 

11 Public U t i l i t y Commission supporting t h a t a u c t i o n 

12 process when i t was included a t the auction o f — 

13 p r i c e produced by the auction o f the 990 plus p r i c e 

14 was lower than the p r o j e c t i o n s o f the GCR p r i c e by a 

15 s i g n i f i c a n t amount? 

16 A. I j u s t have no knowledge t o say one way or 

17 the other. 

18 MR. STEWART: That's a l l I have, Your 

19 Honor. 

20 JUDGE JONES: Thank you, Mr. Stewart. 

21 Any r e d i r e c t ? 

22 MR. LAWRENCE: Yes, Your Honor, we 

23 would. 

24 JUDGE JONES: And you need time t o 

25 confer. 
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1 MR. LAWRENCE: Could we have a few 

2 moments, please. 

3 JUDGE JONES: Yes, you may. 

4 MR. LAWRENCE: Thank you. 

5 (Discussion o f f the record) 

6 MR. LAWRENCE: Your Honor, thank you 

7 f o r a l l o w i n g us t h a t time t o confer, but a f t e r our 

8 conference, the OCA has no r e d i r e c t . 

9 JUDGE JONES: Thank you. Mr. Lelash, 

10 you are excused then. Thank you f o r coming. 

11 (Witness excused) 

12 JUDGE FORDHAM: Then we have the OCA 

13 Statement 1, which i s the d i r e c t testimony, OCA 

14 Statement Number 1-R, the r e b u t t a l , and OCA Statement 

15 1-S which i s the s u r r e b u t t a l . 

16 There has been a c o r r e c t i o n made t o 

17 the OCA Statement 1-R f o r the record. 

18 And, then we have the Schedules and 

19 Appendix attached t o the d i r e c t testimony. 

20 I s there any objection? Hearing none, 

21 they are admitted. Thank you. 

22 MR. LAWRENCE: Thank you, Your Honor. 

23 (Whereupon, the documents marked as 

24 OCA Statement 1, 1-R and 1-S are received i n 

25 evidence.) 
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1 JUDGE JONES: A t t h i s p o i n t I b e l i e v e 

2 we a r e t o hear f r o m Ms. Mondre i n r e f e r e n c e t o PHA. 

3 MR. HINERMAN: Can I ask two t h i n g s 

4 f i r s t o f a l l . I have c o p i e s o f t r a n s c r i p t s — o r I'm 

5 s o r r y , E x h i b i t t e s t i m o n y t h a t a r e numbered. The 

6 numbered v e r s i o n s which were n o t s i g n e d a r e here i f 

7 you want c o p i e s f o r ease o f r e f e r e n c e . 

8 I'm g o i n g t o be p r e s e n t i n g t h e Board 

9 two s e t s . One i s t h e o r i g i n a l w i t h t h e s i g n a t u r e s , 

10 and a n o t h e r s e t w i t h numbers so you can — 

11 JUDGE JONES: When you say, Board, you 

12 mean t h e Commission? 

13 MR. HINERMAN: I'm s o r r y . Yes, t h e 

14 Commission. S o r r y . 

15 JUDGE JONES: And when you say, 

16 numbered, you mean l i n e numbers. 

17 MR. HINERMAN: We had v e r s i o n s t h i s 

18 morning l i n e numbered f o r t h e ease o f t e s t i m o n y . 

19 Those v e r s i o n s a r e n o t si g n e d . We can do t h a t 

20 tomorrow i f you'd l i k e , o r today --

21 JUDGE JONES: We do n ' t need s i g n e d . 

22 MR. HINERMAN: So maybe g i v e me f i v e 

23 minutes 

24 JUDGE JONES: We're o f f t h e r e c o r d 

25 (Recess) 
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1 JUDGE JONES: Mr. Hinerman, we 1 r e 

2 ready f o r t h e p r e s e n t a t i o n o f y o u r w i t n e s s . 

3 MR. STUNDER: Your Honor, j u s t t o — 

4 PGW a c t u a l l y e v a l u a t e d i t s need t o c r o s s Ms. Mondre. 

5 I see t h a t she's here. We w i l l waive c r o s s on Ms. 

6 Mondre. 

7 JUDGE FORDHAM: Very w e l l . Thank you, 

8 Mr. Stunder. 

9 We're s t i l l w a i t i n g f o r t h e 

10 p r e s e n t a t i o n o f y o u r w i t n e s s , Mr. Hinerman. 

11 MR. HINERMAN: I have some s h o r t 

12 r e j o i n d e r — 

13 MR. STUNDER: Your Honor, r e j o i n d e r 

14 i s n ' t p e r m i t t e d by t h e Rules. I f I c o u l d d i r e c t you 

15 t o 5.242, P a r t A which says, i n a p r o c e e d i n g t h e 

16 Complainant, P e t i t i o n e r o r o t h e r p a r t i c i p a t i n g p a r t y , 

17 t h e P a r t y h a v i n g t h e burden o f p r o o f s h a l l open and 

18 c l o s e u n l e s s o t h e r w i s e d i r e c t e d . 

19 And i t ' s n o t p e r m i t t e d by t h e Rules. 

20 I t ' s n o t — p l u s , i n our P r o c e d u r a l Schedule i t i s 

21 l i v e r e j o i n d e r , n o t s u r r e j o i n d e r . T h i s would be 

22 s u r r e j o i n d e r . So i t ' s n o t p e r m i t t e d by t h e Rules. 

23 I t ' s n o t p e r m i t t e d by t h e Schedule. 

24 JUDGE JONES: Thank you, Mr. Stunder. 

25 MR. HINERMAN: Your Honor, i s s u e s have 
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1 been r a i s e d and Mr. White's t e s t i m o n y y e s t e r d a y , and 

2 Mr. C o l t o n ' s t e s t i m o n y today t h a t would be o f 

3 a s s i s t a n c e t o t h e Commission i n c o n s i d e r a t i o n , and we 

4 would l i k e t o p r e s e n t h i s r e j o i n d e r . There i s no 

5 p r o h i b i t i o n t o p r e v e n t i t . 

6 JUDGE FORDHAM: Can you p l e a s e keep 

7 y o u r v o i c e up, Mr. Hinerman. 

8 MR. HINERMAN: S o r r y . 

9 MS. APPLEBY: The OCA would o b j e c t t o 

10 r e j o i n d e r t o Mr. C o l t o n ' s t e s t i m o n y . We have gone 

11 t h r o u g h a f u l l r o u n d o f d i r e c t and r e b u t t a l and 

12 s u r r e b u t t a l t e s t i m o n y , and had e x t e n s i v e c r o s s here 

13 today. So any i s s u e s t h a t needed t o be e v a l u a t e d 

14 s h o u l d have a l r e a d y been addressed. 

15 JUDGE JONES: Anyone e l s e want t o 

16 weigh i n on t h i s b e f o r e we r u l e ? 

17 Mr. Hinerman, whatever o r a l q u e s t i o n s 

18 and answers you w i s h t o add t o t h e t e s t i m o n y t h a t has 

19 a l r e a d y been p r e f i l e d , i s p r o h i b i t e d by t h e Rules. 

20 Mr. Stunder i s c o r r e c t as t o PGW i s 

21 t h e p a r t y t h a t i s — i s t h e Company t h a t i s b e i n g 

22 examined he r e . They have t h e burden o f p r o o f . And 

23 t h e y do a l s o have t h e l a s t word. 

24 So t h a t w i l l be p r o h i b i t e d , s i r . I am 

25 s t i l l w a i t i n g f o r t h e p r e s e n t a t i o n o f y o u r w i t n e s s , 
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1 however. 

2 MR. HINERMAN: We have p r e v i o u s l y 

3 d i s t r i b u t e d t o t h e C o u r t and a l l t h e p a r t i e s what has 

4 been f i l e d as t h e t e s t i m o n y o f J u d i t h Mondre d a t e d 

5 A p r i l 9, 2007, and premarked as t e s t i m o n y as PHA 

6 E x h i b i t Number 2. 

7 We've a l s o d i s t r i b u t e d t o Your Honors 

8 what i s t i t l e d t h e Supplemental Testimony o f J u d i t h 

9 Mondre d a t e d May 3 r d , 2007, and have premarked t h i s 

10 as 2-S. 

11 We a l s o have d i s t r i b u t e d t o Your 

12 Honors and a l l p a r t i e s t h e s u r r e b u t t a l t e s t i m o n y o f 

13 J u d i t h Mondre, which we have premarked as 2-SUR. 

14 Ms. Mondre, you have i n f r o n t o f you, 

15 PHA E x h i b i t s 2, 2-S and 2-SUR? 

16 MS. MONDRE: Yes, I do. 

17 JUDGE FORDHAM: Wa i t a m i n u t e . She 

18 was n o t sworn i n . 

19 JUDITH MONDRE, h a v i n g been d u l y sworn, 

20 t e s t i f i e d as f o l l o w s : 

21 JUDGE FORDHAM: You may be seated. 

22 THE WITNESS: Thank you. 

23 JUDGE FORDHAM: Would you s t a t e y o u r 

24 name, and p l e a s e s p e l l y o u r l a s t name, and yo u r 

25 b u s i n e s s address f o r t h e r e c o r d , p l e a s e . 
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1 THE WITNESS: J u d i t h Mondre, 

2 M-O-N-D-R-E, Mondre Energy a t 1880 JFK Boulevard, 

3 Suite 1705, P h i l a d e l p h i a , Pennsylvania. 

4 JUDGE FORDHAM: Thank you. You may 

5 proceed, Mr. Hinerman. 

6 DIRECT EXAMINATION 

7 BY MR. HINERMAN: 

8 Q. Ms. Mondre, do you have i n f r o n t o f you 

9 what has been marked as PHA E x h i b i t s 2, 2-S and 

10 2-SUR? 

11 A. Yes, I do. 

12 Q. Are these your prepared d i r e c t , supplement 

13 and s u r r e b u t t a l testimony? 

14 A. Yes, they are. 

15 Q. Were they prepared by you or under your 

16 d i r e c t supervision? 

17 A. Yes. 

18 Q. I s t h i s testimony t r u e and c o r r e c t t o the 

19 best of your knowledge and information? 

20 A. Yes. 

21 Q. I f I were t o ask you these questions 

22 contained i n the testimony w h i l e you're s i t t i n g here 

23 today, would your answers be the same? 

24 A. Yes. 

25 Q. Do you have any changes and/or a d d i t i o n s 
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1 t h a t you would l i k e t o make t o y o u r p r e p a r e d 

2 t e s t i m o n y ? 

3 A. No, I do n o t . 

4 MR. HINERMAN: Your Honor, we now 

5 would ask t h a t t h e Court a c c e p t and ad m i t i n t o t h e 

6 r e c o r d E x h i b i t 2, 2-S and 2-SUR. 

7 JUDGE FORDHAM: A f t e r c r o s s . 

8 MR. HINERMAN: A f t e r t h e c o n c l u s i o n o f 

9 c r o s s . 

10 JUDGE FORDHAM: Yes. You may proceed, 

11 Ms . Appleby. 

12 MS. APPLEBY: Thank you. 

13 CROSS-EXAMINATION 

14 BY MS. APPLEBY: 

15 Q. I ' d l i k e t o l o o k a t — oh, I'm s o r r y . 

16 Good a f t e r n o o n . My name i s C h r i s t y Appleby. I'm 

17 w i t h t h e O f f i c e o f Consumer Advocate. I ' d t o l o o k a t 

18 y o u r d i r e c t t e s t i m o n y marked PHA E x h i b i t 2, 

19 s p e c i f i c a l l y l o o k i n g a t t h e q u e s t i o n s and answers 

20 t h a t go f r o m t h e b o t t o m o f page 8 t o t h e t o p o f page 

21 9, where you a r e a c c e p t i n g PGW's CRP o r CAP program? 

22 A. Uh-huh. 

23 Q. Do you see t h e r e t h a t PHA r e s i d e n t s a r e 

24 low income, and t h a t would q u a l i f y them t o e n r o l l i n 

25 t h e CAP? 
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1 Do you see t h a t ? 

2 A. Yes, I do. 

3 Q. Are you f a m i l i a r w i t h t h e P e n n s y l v a n i a 

4 P u b l i c S e r v i c e Commission Orders and R e g u l a t i o n s 

5 r e g a r d i n g t h e CAP program? 

6 A. Yes, I am. 

7 Q. And a r e you aware t h a t under t h e 

8 Commission's CAP p o l i c y s t a t e m e n t , t h e CAP i s t o be 

9 t a r g e t e d t o low income payment t r o u b l e customers? 

10 A. Yes, I am. 

11 Q. And a r e you a l s o aware t h a t i n t h e 

12 Commission R e g u l a t i o n s payment t r o u b l e i s d e f i n e d as 

13 a household t h a t has f a i l e d t o m a i n t a i n one o r more 

14 payment arrangements i n a one-year p e r i o d ? 

15 A. Yes, I am. 

16 MS. APPLEBY: That's a l l I have. Your 

17 Honor. 

18 JUDGE JONES: Any r e d i r e c t based on 

19 t h e c r o s s o f OCA, Mr. Hinerman? 

20 MR. HINERMAN: No, Your Honor. 

21 JUDGE FORDHAM: I s t h e r e any o b j e c t i o n 

22 t o t h e d i r e c t , s u p plemental o r s u r r e b u t t a l t e s t i m o n y 

23 a t t h i s p o i n t ? 

24 H e a r i n g none, PHA Statement 2, 2-S and 

25 2-SUR a r e a d m i t t e d i n t o e v idence. 
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1 (Whereupon, t h e documents marked as PHA 

2 Statements Nos. 2, 2-S and 2-SUR f o r i d e n t i f i c a t i o n , 

3 and were r e c e i v e d i n evidence.) 

4 JUDGE JONES: We're o f f t h e r e c o r d . 

5 (Recess) 

6 JUDGE JONES: Back on t h e r e c o r d . I 

7 u n d e r s t a n d t h a t t h e n e x t w i t n e s s t o be p r e s e n t e d i s 

8 Ms. Mondre on b e h a l f o f t h e School D i s t r i c t . 

9 JUDGE FORDHAM: I need t o swear you i n 

10 a g a i n . 

11 JUDITH MONDRE, h a v i n g been d u l y sworn, 

12 t e s t i f i e d as f o l l o w s : 

13 JUDGE JONES: Would you s t a t e y o u r 

14 name and address a g a i n f o r t h e r e c o r d . 

15 THE WITNESS: Yes. J u d i t h Mondre, 

16 M-O-N-D-R-E, 1880 JFK Bo u l e v a r d , P h i l a d e l p h i a , 

17 P e n n s y l v a n i a , S u i t e 1705. 

18 JUDGE JONES: Thank you. You may 

19 proceed, Mr. Shore. 

20 MR. SHORE: Thank you, Your Honor. 

21 DIRECT EXAMINATION 

22 BY MR. SHORE: 

23 Q. Good a f t e r n o o n , Ms. Mondre. Do you have 

24 i n f r o n t o f you yo u r d i r e c t t e s t i m o n y and yo u r 

25 s u r r e b u t t a l t e s t i m o n y ? 
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1 A. I r e a l l y d o n ' t . I wasn't ready --

2 MR. SHORE: Your Honor, t h e School 

3 D i s t r i c t has p r e v i o u s l y d i s t r i b u t e d t o t h e Judges and 

4 a l l p a r t i e s t h e f i l e d d i r e c t t e s t i m o n y o f J u d i t h 

5 Mondre, which I premarked as School D i s t r i c t E x h i b i t 

6 Number 3, and t h e s u r r e b u t t a l t e s t i m o n y o f J u d i t h 

7 Mondre which I premarked as School D i s t r i c t E x h i b i t 

8 Number 4. 

9 JUDGE FORDHAM: Statement. 

10 MR. SHORE: Pardon me. 

11 JUDGE FORDHAM: Statement. 

12 MR. SHORE: W e l l , I d i d n ' t c a l l them 

13 s t a t e m e n t s , b u t I w i l l . 

14 School D i s t r i c t Statements Number 3 

15 and Number 4. 

16 JUDGE FORDHAM: Thank you. 

17 MR. SHORE: And I ' d l i k e t o have them 

18 so marked. 

19 JUDGE FORDHAM: They s h a l l be so 

20 marked. 

21 (Whereupon, t h e documents were marked 

22 as School D i s t r i c t Statements Nos. 3 and 4 f o r 

23 i d e n t i f i c a t i o n . ) 

24 BY MR. SHORE: 

25 Q. Ms. Mondre, you have t h e d i r e c t t e s t i m o n y 
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1 and the s u r r e b u t t a l testimony i n f r o n t o f you? 

2 A. I do. 

3 Q. And d i d you prepare the d i r e c t testimony 

4 and the s u r r e b u t t a l testimony or have i t prepared 

5 under your d i r e c t supervision? 

6 A. Yes. 

7 Q. And a l l the f a c t s and opinions i n your 

8 d i r e c t testimony and s u r r e b u t t a l testimony are t r u e 

9 and c o r r e c t t o the best o f your knowledge and 

10 i n f o r m a t i o n and b e l i e f ? 

11 A. Yes, s i r . 

12 Q. And i f you were t o t e s t i f y a t t h i s hearing 

13 today i n response t o the questions would your answers 

14 be the same? 

15 A. Yes. 

16 Q. Are there any c o r r e c t i o n s or a d d i t i o n s 

17 you'd l i k e t o make t o your d i r e c t testimony? 

18 A. Yes, I'm lo o k i n g f o r the e r r o r page. 

19 There was a c o r r e c t i o n on — 

20 Q. I b e l i e v e t h a t was i n the s u r r e b u t t a l 

21 testimony? 

22 A. The s u r r e b u t t a l testimony. 

23 Q. Do you have t h a t i n f r o n t of you? 

24 A. Right. 

25 MR. SHORE: Your Honor, i f I may s t a t e 
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1 f o r t h e r e c o r d a l s o t h a t I p r e v i o u s l y a d v i s e d t h e 

2 Judges and co u n s e l t h a t t h e r e was a q u e s t i o n and 

3 answer t h a t was i n c l u d e d i n t h e s u r r e b u t t a l 

4 t e s t i m o n y , Statement Number 4, t h a t was by m i s t a k e , 

5 and t h a t s h o u l d be d e l e t e d . And t h a t was t h e 

6 q u e s t i o n and answer on page 10 b e g i n n i n g a t l i n e 15 

7 t h r o u g h 2 1 . That s h o u l d have been d e l e t e d . 

8 And, t h e n a l s o , i n response t o t h e 

9 M o t i o n t o S t r i k e t h a t was g r a n t e d i n p a r t by t h e 

10 Judges, I p r e p a r e d a n o t h e r v e r s i o n o f t h e t e s t i m o n y 

11 i n which I p u t s t r i k e t h r o u g h s t h r o u g h t h a t 

12 t e s t i m o n y , and I have c o p i e s f o r — w e l l , a c t u a l l y 

13 I ' d l i k e t o g i v e t o t h e C o u r t R e p o r t e r t h e two c o p i e s 

14 o f each. 

15 JUDGE FORDHAM: Thank you v e r y much. 

16 MR. SHORE: And I have two c o p i e s o f 

17 t h e c o r r e c t e d v e r s i o n f o r t h e Judges. 

18 JUDGE JONES: Thank you, Mr. Shore. 

19 MR. SHORE: I have — s o r r y , I do n ' t 

20 have enough c o p i e s o f t h e c o r r e c t e d v e r s i o n w i t h t h e 

21 s t r i k e t h r o u g h s f o r a l l c o u n s e l , b u t 1 1 d be g l a d t o 

22 b r i n g them tomorrow morning i f any co u n s e l would l i k e 

23 them. 

24 But based on t h e Court's Order t h e y ' r e 

25 e n t e r e d i n t o t h e r e c o r d . 
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1 BY MR. SHORE: 

2 Q. Ms. Mondre, could you — were there any 

3 other typographical or c o r r e c t i o n s t h a t you wanted t o 

4 make t o the s u r r e b u t t a l testimony? 

5 A. There was a T missing and I missing. My 

6 concern i s t h a t the copy t h a t I have may not be 

7 e x a c t l y the copy t h a t you're sharing w i t h the r e s t o f 

8 the — t h a t one here. 

9 Q. I ' d t u r n your a t t e n t i o n t o page 14 of the 

10 s u r r e b u t t a l testimony. 

11 A. Yes. 

12 Q. I s there a typographical e r r o r on l i n e 16 

13 you wanted t o correct? 

14 JUDGE JONES: Page 14. 

15 BY MR. SHORE: 

16 Q. Page 14 o f the s u r r e b u t t a l testimony? No, 

17 there's one on l i n e 16 also. Do you see the word — 

18 A. Yes, l i n e 16, there's a T missing before 

19 — i t says 

2 0 Q. And on l i n e 18 was there --

21 A. Yes, there i s an I t h a t ' s missing on l i n e 

22 18. 

23 Q. And on page 15, l i n e 4, was there a 

24 typographical mistake you'd l i k e t o correct? 

25 A. Yes, there i s a there's supposed t o be 
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1 — i t ' s n o t p l e u r a l , j u s t suggest. 

2 MR. SHORE: I f o r g o t t o men t i o n . Your 

3 Honors, t h a t Statement Number 3, t h e d i r e c t t e s t i m o n y 

4 has t h r e e e x h i b i t s , E x h i b i t s A, B and C. And 

5 Statement Number 4, t h e s u r r e b u t t a l t e s t i m o n y has two 

6 e x h i b i t s , A and B. 

7 JUDGE FORDHAM: I'm s o r r y . Where was 

8 t h e p l e u r a l n o t supposed t o be? 

9 THE WITNESS: That would be page 15 — 

10 JUDGE FORDHAM: L i n e 4? 

11 THE WITNESS: Yes. 

12 MR. SHORE: I t was c o r r e c t e d on t h e 

13 c o r r e c t e d v e r s i o n , Your Honor. 

14 JUDGE FORDHAM: And a l s o on l i n e 4 

15 t h e r e a r e two Cs, s h o u l d t h a t be — 

16 THE WITNESS: I o n l y have — t h a t i s 

17 c o r r e c t . There s h o u l d o n l y be one. That i s i n t h e 

18 quo t e . That i s c o r r e c t . 

19 JUDGE FORDHAM: The one i n t h e quote 

20 s h o u l d remain? 

21 THE WITNESS: That i s c o r r e c t . 

22 MR. SHORE: The w i t n e s s i s a v a i l a b l e 

23 f o r c r o s s - e x a m i n a t i o n . I f i t ' s waived, t h e n I would 

24 move t h a t t h e School D i s t r i c t ' s Statements 3 and 4, 

25 t h e d i r e c t t e s t i m o n y and s u r r e b u t t a l t e s t i m o n y o f Ms. 
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1 Mondre be a d m i t t e d i n t o t h e evidence. 

2 JUDGE JONES: I n f a c t , I do have a 

3 q u e s t i o n f o r Ms. Mondre. 

4 MR. SHORE: S o r r y , Your Honor. 

5 JUDGE JONES: That's okay. I t ' s 

6 p r o b a b l y more i n t h e l i n e o f a c l a r i f i c a t i o n . I n 

7 r e f e r e n c e t o School D i s t r i c t Statement Number 4 , page 

8 14, l i n e 1, what i s MEI? 

9 THE WITNESS: Mondre Energy, 

10 I n c o r p o r a t e d . 

11 JUDGE JONES: That i s t h e e x t e n t o f my 

12 q u e s t i o n s . 

13 MR. SHORE: Thank you. Your Honor. 

14 And w i t h t h a t c l a r i f i c a t i o n I would move t h a t School 

15 D i s t r i c t Statements 3 and 4 w i t h t h e e x h i b i t s be 

16 a d m i t t e d i n t o evidence. 

17 JUDGE FORDHAM: I s t h e r e any 

18 o b j e c t i o n ? H e a r i n g none, t h e d i r e c t and s u r r e b u t t a l 

19 t e s t i m o n y o f Ms. Mondre, w i t h t h e accompanying 

2 0 e x h i b i t s , a r e a d m i t t e d . 

21 MR. SHORE: Thank you. Your Honors. 

22 JUDGE FORDHAM: Thank you v e r y much. 

23 (Whereupon, t h e documents marked as 

24 School D i s t r i c t Statements Nos. 3 and 4 were r e c e i v e d 

25 i n evidence.) 

COMMONWEALTH REPORTING COMPANY, INC 
(800)334-1063 



909 

1 JUDGE FORDHAM: We're o f f t h e r e c o r d . 

2 (Recess) 

3 JUDGE JONES: I t i s our u n d e r s t a n d i n g 

4 t h a t Mr. P l o n s k i i s a v a i l a b l e f o r p r e s e n t a t i o n today. 

5 A t t h i s t i m e we w i l l r e q u e s t OTS t o p r e s e n t him as a 

6 w i t n e s s . 

7 MS. KASTER: Yes, Your Honor. The 

8 O f f i c e o f T r i a l S t a f f w i l l p r e s e n t him. 

9 ROBERT PLONSKI, h a v i n g been d u l y 

10 sworn, t e s t i f i e d as f o l l o w s : 

11 JUDGE FORDHAM: You may be seated. 

12 Would you s t a t e y o u r name and b u s i n e s s address f o r 

13 t h e r e c o r d and p l e a s e s p e l l y o u r l a s t name. 

14 THE WITNESS: My name i s Robert 

15 P l o n s k i , P-L-O-N-S-K-I. My b u s i n e s s address i s P.O. 

16 Box 3265, H a r r i s b u r g , P e n n s y l v a n i a 17105. 

17 JUDGE FORDHAM: Thank you. You may 

18 proceed, Ms. K a s t e r . 

19 MS. KASTER: Thank you, Your Honor. 

20 DIRECT EXAMINATION 

21 BY MS. KASTER: 

22 Q. Mr. P l o n s k i , can you p l e a s e s t a t e y o u r 

23 name and p o s i t i o n f o r t h e r e c o r d , p l e a s e . 

24 A. My name i s Robert P l o n s k i . I'm a 

25 F i n a n c i a l A n a l y s t w i t h t h e O f f i c e o f T r i a l S t a f f w i t h 
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1 t h e P u b l i c U t i l i t y Commission o f t h e Commonwealth o f 

2 Pe n n s y l v a n i a . 

3 Q. Mr. P l o n s k i , have you p r e p a r e d w r i t t e n 

4 t e s t i m o n y i n e x h i b i t f o r m f o r t h i s proceeding? 

5 A. Yes, I have. 

6 MS. KASTER: Your Honor, I have 

7 p r e v i o u s l y d i s t r i b u t e d t o t h e p a r t i e s , t h e C o u r t 

8 R e p o r t e r and t o you documents t h a t have p r e l i m i n a r i l y 

9 been i d e n t i f i e d as OTS Statement Number 1, t h e d i r e c t 

10 t e s t i m o n y o f Robert P l o n s k i , OTS E x h i b i t Number 1, 

11 t h e e x h i b i t s t o accompany Mr. P l o n s k i ' s d i r e c t 

12 t e s t i m o n y , OTS Statement Number 1-SR, t h e s u r r e b u t t a l 

13 t e s t i m o n y o f Mr. P l o n s k i , and I ask t h a t t h e y be 

14 marked f o r i d e n t i f i c a t i o n a t t h i s t i m e . 

15 JUDGE FORDHAM: T h e y ' l l be so marked. 

16 MS. KASTER: Thank you. 

17 (Whereupon, t h e documents were marked 

18 as OTS Statement 1, E x h i b i t No. 1 and Statement 1-SR 

19 f o r i d e n t i f i c a t i o n . ) 

20 BY MS. KASTER: 

21 Q. Mr. P l o n s k i , do you have t h e documents 

22 t h a t I r e q u e s t e d be marked f o r i d e n t i f i c a t i o n i n 

23 f r o n t o f you? 

24 A. Yes, I do. 

25 Q. And do these documents c o n t a i n y o u r d i r e c t 
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1 t e s t i m o n y , y o u r accompanying e x h i b i t s , and y o u r 

2 s u r r e b u t t a l t e s t i m o n y ? 

3 A. Yes, t h e y do. 

4 Q. Were these documents p r e p a r e d by you o r 

5 under y o u r s u p e r v i s i o n ? 

6 A. Yes, t h e y were. 

7 Q. Do you have any changes o r c o r r e c t i o n s t o 

8 any o f these documents? 

9 A. To t h e b e s t o f my knowledge, no. 

10 Q. Mr. P l o n s k i , can I d i r e c t y o u r a t t e n t i o n 

11 t o y o u r s u r r e b u t t a l t e s t i m o n y , page 14. 

12 A. Oh, okay. L i n e — page 14 o f my 

13 s u r r e b u t t a l t e s t i m o n y , l i n e 1 1 . I t reads, 00071. 

14 That s h o u l d be 00017. 

15 And I b e l i e v e t h e r e ' s a n o t h e r — oh, 

16 yes, t h a t s h o u l d be -- on l i n e 19 i t s h o u l d be 

17 E x h i b i t s JRB-1, page — dash page 2. 

18 MS. KASTER: Your Honors, I would n o t e 

19 f o r t h e r e c o r d t h a t t h e C o u r t R e p o r t e r c o p i e s have 

20 been updated w i t h t hese changes. 

21 JUDGE FORDHAM: Thank you. 

22 JUDGE JONES: Thank you. 

23 BY MS. KASTER: 

24 Q. Mr. P l o n s k i , w i t h these changes, i f I were 

25 t o ask you t h e q u e s t i o n s c o n t a i n e d i n y o u r t e s t i m o n y 
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1 a g a i n today, would y o u r answers be t h e same? 

2 A. Yes. 

3 Q. And would those answers be t r u e and 

4 c o r r e c t t o t h e b e s t o f y o u r knowledge? 

5 A. Yes. 

6 MS. KASTER: Your Honor, a t t h e 

7 c o n c l u s i o n o f c r o s s - e x a m i n a t i o n , t h e O f f i c e o f T r i a l 

8 S t a f f r e q u e s t s t h a t t h e documents marked f o r 

9 i d e n t i f i c a t i o n be a d m i t t e d i n t o t h e r e c o r d . 

10 And Mr. P l o n s k i i s a v a i l a b l e f o r 

11 c r o s s - e x a m i n a t i o n . 

12 JUDGE JONES: Thank you, Ms. K a s t e r . 

13 Who w i l l be c o n d u c t i n g t h e cross? 

14 MR. CLEARFIELD: I w i l l , Your Honor. 

15 JUDGE JONES: You may proceed, Mr. 

16 C l e a r f i e l d . 

17 CROSS-EXAMINATION 

18 BY MR. CLEARFIELD: 

19 Q. Good a f t e r n o o n , Mr. P l o n s k i . 

20 A. Good a f t e r n o o n . 

21 Q. I wanted t o s t a r t by a s k i n g you a co u p l e 

22 q u e s t i o n s about Answers t o I n t e r r o g a t o r i e s t h a t we 

23 proposed t o you. And t o do t h a t I ' d l i k e t o have 

24 marked f o r i d e n t i f i c a t i o n t h e Answer you p r o v i d e d t o 

25 PGW I n t e r r o g a t o r y t o OTS Set 2, Number 6. 
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1 I ' l l give you a copy of t h a t . 

2 MR. CLEARFIELD: I t h i n k we're up t o 

3 OCA Cross-examination E x h i b i t 4. 

4 JUDGE JONES: I t s h a l l be so marked. 

5 (Whereupon, the document was marked as 

6 PGW Cross-Examination E x h i b i t No. 4 f o r 

7 i d e n t i f i c a t i o n . ) 

8 BY MR. CLEARFIELD: 

9 Q. Do you have the Answer t o Question Number 

10 6 i n Set 2 j u s t marked as Cross-examination Number 4? 

11 A. Yes, I do. 

12 Q. And you prepared t h i s Answer, I take i t ? 

13 A. Yes, I d i d . 

14 Q. Now, the question we asked you was whether 

15 you agree t h a t PGW's l e v e l of debt and c a p i t a l 

16 s t r u c t u r e would cause a f i n a n c i a l r i s k and a d d i t i o n a l 

17 costs and, t h e r e f o r e , was too high. 

18 And you s a i d t h a t , no, f o r r a t e making 

19 purposes PGW's c a p i t a l s t r u c t u r e i s i r r e l e v a n t 

20 because the Company i s a cash flow company. 

21 A. Yes. 

22 Q. As a c a p i t a l f l o w company PGW's c a p i t a l 

23 s t r u c t u r e i s not a prominent f a c t o r i n s e t t i n g r a t e s . 

24 Do you see that? 

25 A. Yes. 
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1 Q. Now, have you examined the Management 

2 Agreement t h a t sets f o r t h the elements t h a t are 

3 inc l u d e d i n the cash f l o w method of r a t e making f o r 

4 PGW? 

5 A. No, I haven't. 

6 Q. Do you have a copy of that? 

7 A. No, I do not. 

8 Q. Well, l e t me approach, i f you w i l l , w i t h 

9 PGW Rejoinder E x h i b i t 1, which contains the Section 7 

10 o f the Management Agreement which sets f o r t h the r a t e 

11 making formula. 

12 Let me j u s t show you t h a t . And t h a t ' s 

13 what Mr. Bogdonavage provided yesterday. 

14 A. Okay. 

15 Q. And you see on page 19, paragraph — the 

16 l i t t l e I i n the -- two l i s i n the hole. And I j u s t 

17 want t o read i t t o you over your shoulder. I 

18 apologize. 

19 I t says, r a t e s should be set t o 

20 provide — t o produce revenues — t h a t ' s the 

21 beginning p a r t t o provide a p p r o p r i a t i o n s t o the 

22 ex t e n t not otherwise provided f o r pre-payment o f debt 

23 and f o r c a p i t a l a d d i t i o n s which have been i n t e r p r e t e d 

24 by the Gas Commission t o be reasonable, and which 

25 have been approved by C i t y Council. 
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1 Do you see that? 

2 A. Yes. 

3 Q. Wouldn 1t t h a t i n d i c a t e t h a t the cash f l o w 

4 method as d i c t a t e d by the Management Agreement does 

5 provide f o r a p r o v i s i o n i n ra t e s t o finance c a p i t a l 

6 additions? 

7 A. According t o the Management Agreement, 

8 yes, I would say t h a t . 

9 Q. What about f o r pre-payment or pay down o f 

10 debt? 

11 A. According t o the Management Agreement, 

12 yes. 

13 Q. Now, l e t me ask you t h i s question: 

14 P u t t i n g aside the Management Agreement, does PGW need 

15 t o reduce i t s r e l i a n c e on long-term debt t o finance 

16 i t s c o n s t r u c t i o n program i n your opinion? 

17 A. I n my opinion t h a t question i s i r r e l e v a n t . 

18 I n my opinion — 

19 Q. Well, do you have an opinion — 

20 A. I n my — excuse me — i n my confines of 

21 the Public U t i l i t y Commission and the r a t e — and the 

22 cash f l o w methodology o f r a t e making, PGW i s , under 

23 my personal -- under my p r o f e s s i o n a l opinion — 

24 Q. But see --

25 A. — i s — 
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1 JUDGE JONES: Allow him t o answer your 

2 question, Mr. C l e a r f i e l d . 

3 THE WITNESS: -- i s e n t i t l e d t o debt 

4 service coverage and coverage o f O and M expenses 

5 pruden t l y --

6 BY MR. CLEARFIELD: 

7 Q. Incurred? 

8 A. i n c u r r e d . I'm sorr y . 

9 Q. And t h a t ' s the formula you t h i n k you i s 

10 proper? 

11 A. That's the formula t h a t i s c o r r e c t . 

12 Q- Let's go on t o another the Answer t o 

13 another I n t e r r o g a t o r y I ' d l i k e t o have marked f o r 

14 i d e n t i f i c a t i o n as PGW Cross-examination E x h i b i t 5, 

15 the Number 2 o f PGW Set 2. 

16 JUDGE JONES: I t s h a l l be so marked. 

17 (Whereupon, the document was marked as 

18 PGW Cross-Examination E x h i b i t No. 5 f o r 

19 i d e n t i f i c a t i o n . ) 

20 BY MR. CLEARFIELD: 

21 Q. Do you have t h a t before you, Mr. Plonski? 

22 A. Yes, I do. 

23 Q. I want t o focus i n , and I'm not sure — I 

24 want t o focus i n on Part A o f your Answer there i n 

25 response. 

COMMONWEALTH REPORTING COMPANY, INC 
(800) 334-1063 



917 

1 And I would note, I don't t h i n k we 

2 bolded t h a t . I t h i n k t h a t was bolded a t the time we 

3 received i t , but we can check t h a t . 

4 But you see where there you i n d i c a t e 

5 t h a t the d e f i n i t i o n o f l i q u i d i t y i s the a b i l i t y t o 

6 t u r n an asset i n t o cash. And, then you say, cash and 

7 cash equiv a l e n t s , and i n parentheses, items on the 

8 balance sheet t h a t r eported the value o f an asset 

9 t h a t can be converted i n t o cash immediately, i . e . , 

10 money market holdings, short-term Government bonds, 

11 commercial paper. 

12 Do you see that? 

13 A. Yes. 

14 Q. Now, there you're t a l k i n g about i f PGW 

15 were t o purchase someone else's commercial paper; i s 

16 t h a t r i g h t ? 

17 A. No, I — I'm saying t h a t commercial paper 

18 i s a l i q u i d asset. That's what I'm saying. 

19 Q. Are you saying i t ' s p a r t of working 

20 c a p i t a l ? 

21 A. I t has — according t o past reviews of the 

22 Company — past reviews of the Company's f i n a n c i a l 

23 statements, they have used commercial paper as a 

24 l i q u i d asset. 

25 Q. But as working c a p i t a l ? 
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1 A. Yes. 

2 Q. Well, l e t me — i n your testimony you 

3 t a l k e d about working c a p i t a l being d e f i n e d as c u r r e n t 

4 assets less 

5 A. Yes. 

6 Q. — c u r r e n t l i a b i l i t i e s ; i s n ' t t h a t r i g h t ? 

7 A. Yes. 

8 Q. Now, when PGW issues commercial paper, i t 

9 issues the debt, r i g h t ? 

10 A. Yes. 

11 Q. And i t gets d o l l a r s back from an i n v e s t o r ; 

12 i s n ' t t h a t r i g h t ? 

13 A. Yes. 

14 Q. And you're a c t u a l l y — you have a degree 

15 or a background i n accounting? 

16 A. Yes. 

17 Q. And, i n f a c t , I t h i n k you taught 

18 accounting? 

19 A. Yes. 

20 Q. So when PGW does t h a t , i t records — makes 

21 two e n t r i e s , r i g h t ? 

22 A. Yes. 

23 Q. One i s a c u r r e n t asset — 

24 A. Yes. 

25 Q. -- f o r cash received. What else does i t 
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1 do? 

2 A. Current l i a b i l i t i e s . 

3 Q. And how much net a d d i t i o n a l c u r r e n t 

4 working c a p i t a l , i f the d e f i n i t i o n i s c u r r e n t assets 

5 versus c u r r e n t l i a b i l i t i e s , does i t get when i t 

6 issues commercial paper? 

7 Wouldn't the e n t r y be zero? 

8 A. I n the context of t h a t t r a n s a c t i o n , yes. 

9 MR. CLEARFIELD: Thank you. That's 

10 a l l I have. Oh, a c t u a l l y I'm not f i n i s h e d . 

11 BY MR. CLEARFIELD: 

12 Q. I j u s t want t o go back, back t o Number 2 

13 though. I apologize. 

14 I'm j u s t confused because you're 

15 t a l k i n g about items t h a t can be converted t o cash, 

16 and you say here, i . e . , money market holdings, 

17 short-term Government bonds. 

18 When you t a l k about money market 

19 holdings, you're t a l k i n g about i f PGW took cash and 

20 put i t i n t o a money market, aren't you? 

21 A. Yes. 

22 Q. And i f we t a l k e d about short-term 

23 Government bonds, you're t a l k i n g about i f PGW took 

24 some o f i t s cash and bought a short-term Government 

25 bond, r i g h t ? 
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1 A. Yes. 

2 Q. And when you t a l k about commercial paper, 

3 j u s t i n t h a t context, you're t a l k i n g about i f PGW 

4 took some o f i t s cash and bought someone else's — 

5 purchased someone else's commercial paper? 

6 A. Yes. 

7 MR. CLEARFIELD: That's a l l I have. 

8 Thank you. May I move i n t o evidence PGW 

9 Cross-examinations E x h i b i t s 4 and 5. 

10 JUDGE FORDHAM: Are there any 

11 o b j e c t i o n s t o the Cross-examination E x h i b i t s of PGW 

12 Number 4 and 5? 

13 MS. KASTER: No, Your Honor. 

14 JUDGE FORDHAM: They are admitted. 

15 MR. CLEARFIELD: Thank you. 

16 (Whereupon, the documents marked as 

17 PGW Cross-Examination E x h i b i t s Nos. 4 and 5, were 

18 received i n evidence.) 

19 JUDGE FORDHAM: OTS, do you need time 

20 t o confer w i t h your witness f o r r e d i r e c t ? 

21 MS. KASTER: Yes. 

22 JUDGE FORDHAM: We're o f f the record. 

23 (Discussion o f f the record) 

24 JUDGE JONES: Ms. Kaster. 

25 MS. KASTER: Your Honor, a t t h i s time 
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1 OTS does n o t have any r e d i r e c t . 

2 JUDGE FORDHAM: Thank you. We have 

3 t h e d i r e c t t e s t i m o n y o f Mr. P l o n s k i which has been 

4 marked OTS Statement 1, and t h e accompanying e x h i b i t , 

5 OTS E x h i b i t 1, and t h e s u r r e b u t t a l t e s t i m o n y , OTS 

6 Statement Number 1-SR. 

7 Are t h e r e any o b j e c t i o n s ? H e a r i n g 

8 none, t h e y ' r e a d m i t t e d w i t h o u t o b j e c t i o n . 

9 (Whereupon, t h e documents marked as 

10 OTS Statement 1 , E x h i b i t No. 1 and Statement 1-SR a r e 

11 r e c e i v e d i n evidence.) 

12 JUDGE JONES: Thank you, Mr. P l o n s k i . 

13 THE WITNESS: Thank you, Your Honor. 

14 (Witness excused) 

15 JUDGE JONES: We a r e o f f t h e r e c o r d . 

16 (Whereupon, a t 3:38 p.m., t h e h e a r i n g 

17 was a d j o u r n e d , t o reconvene a t 9:00 

18 a.m., on Thursday, May 24, 2007, i n 

19 P h i l a d e l p h i a , Pennsylvania.) 
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C E R T I F I C A T E 

I hereby c e r t i f y , as the stenographic 

r e p o r t e r , t h a t the foregoing proceedings were taken 

s t e n o g r a p h i c a l l y by me, and t h e r e a f t e r reduced t o 

t y p e w r i t i n g by me or under my d i r e c t i o n ; and t h a t 

t h i s t r a n s c r i p t i s a t r u e and accurate record t o the 

best o f my a b i l i t y . 

COMMONWEALTH REPORTING COMPANY, INC. 

BY: 

Tanya Congo 
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