City of Philadelphia

Council of the City of Philadelphia
Office of the Chief Clerk
Room 402, City Hall
Philadelphia

(Resolution No. 150072)
RESOLUTION

Authorizing the creation of a “Special Committee on Energy Opportunities for
Philadelphia,” to continue to investigate the potential to establish the City of Philadelphia
and the region as an energy hub.

WHEREAS, Philadelphia is experiencing an historic moment in the evelution of gas- and
energy-related opportunities; and

WHEREAS, The area’s potential is enormous and unprecedented. The Philadelphia
region holds great promise as an energy hub, given its close proximity to the Marcellus
Shale and its strategic location in the Northeast region of the country; and

WHEREAS, The region is poised to become a national leader in energy production and
innovation, thereby attracting businesses, advancing manufacturing activity, reducing
consumer costs, and promoting sustainable economic growth; and

WHEREAS, On October 30, 2014, Council adopted Resolution No. 140869 “to fully
explore opportunities to further establish the Philadelphia region as an energy hub”; and

WHEREAS, On November 13 and 14, 2014, City Council held two productive days of
hearings on that resolution, but in such a compressed period of time, only the “tip of the
iceberg” was brought to light; and

WHEREAS, Among other key features of the region, the Philadelphia Gas Works,
remains at the heart and soul of any future transformation of the area into a successful
energy hub; now, therefore, be it

RESOLVED, BY THE COUNCIL OF THE CITY OF PHILADELPHIA, That Council
hereby autherizes the creation of a “Special Committee on Energy Opportunities for
Philadelphia,” consisting of those City Council members appointed by the Council
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City of Philadelphia
RESOLUTION NO. 150072 continued

President, to continue to investigate the potential to establish the City of Philadelphia and
the region as an energy hub.

FURTHER RESOLVED, That the Special Committee’s charge shall include soliciting
conceptual proposals, holding public hearings, and conducting research, all aimed at
developing strategies for developing Philadelphia and the region as an energy hub. The
scope of work shall include, but not be limited to, identifying strategies for enhancing the
Philadelphia Gas Works through such means as reforming its governance or entering into
joint ventures and public-private partnerships.

FURTHER RESOLVED, That in furtherance of its mission, the Special Committee is
hereby authorized to issue subpoenas to compel the attendance of witnesses and the
production of documents to the full extent authorized under Section 2-401 of The
Philadelphia Home Rule Charter.

FURTHER RESOLVED, That the Special Committee shall submit a full report to the
Council and the Mayor and make its findings and recommendations available to the
public.
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City of Philadelphia
RESQLUTION NQ. 150072 conﬁnued~

CERTIFICATION: This is a true and correct copy of the original Resolution,
Adopted by the Council of the City of Philadelphia on the twenty-ninth day of
January, 2015.

Darrell L. Clarke
PRESIDENT QF THE COUNCIL

Michael A. Decker
CHIEF CLERK OF THE COUNCIL

Introduced by:  Councilmember Ch

Sponsored by:  Councilmember Oh, Council President Clarke,
Councilmembers Reynolds Brown, Johnson, Squilla, Greenlee,
Jones, Blackwell, Bass, Quifiones Sanchez, O'Neill, Tasco,
Goode, O'Brien and Henon
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Testimony of
Craig E. White
Philadelphia Gas Works
Before the Philadelphia City Council
Special Committee on Energy Opportunities for Philadelphia
Meeting of March 13, 2015, at 10:00 AM
Resolution No. 150072

Good morning Chairman Henon, Chairwoman Tasco and members of the Committee.
My name is Craig E. White and [ am the President and Chief Executive Officer of the
Philadelphia Gas Works. I have been asked here today to testify regarding Resoclution No.
150072.

First of all, 1 want to thank you for this opportunity to address the Committee and
acknowledge the interest you have expressed with respect to assisting PGW to grow into an even
stronger enterprise. As members of the Committee have publically stated in the past, there is no
question that PGW has made measurably great strides as a municipally owned utility in recent
years. PGW desires to capitalize on this achievement and become a more resilient operation for

the benefit of the City and City ratepayers.

As you know, PGW is a gas distribution operation with the ultimate charge of providing
safe and reliable gas service to the citizens and businesses of Philadelphia. PGW accomplishes
this task with over 1600 employees who, among other tasks, maintain and operate a 6,000 mile
distribution system that consists of over 3,000 miles of gas mains and 3,000 miles of gas service
lines. In addition to this extensive pipeline network, PGW’s gas workers, both union and non-
union alike, operate one of the largest liquefied natural gas plants in the country as well as a
satellite plant., It is estimated that PGW’s LNG assets have saved PGW customers over $2
billion since the facilities went on line in 1972. In addition to pipeline and plant operations,
PGW operates five neighborhood Customer Service Centers for the benefit of customers,
provides emergency response, answers over 2 million customer phone calls per year, provides
programs for those in need, and conducts a myriad of other activities critical to the operation of a
gas distribution operation. These critical operations demand focused performance and I believe
that PGW employees work hard every day to provide first rate operations and service to

ratepayers.



Given the backdrop of PGW’s improved operating framework, it is our good fortune,
therefore, that we are currently living in the most optimistic and dynamic gas and energy
environment in U.S. history. Prices are stable, fluctuating only within limited range, and supply
is available at multiples from just a few short years prior. Pennsylvania, due to its location near
the Marcellus Shale, has begun to reap tremendous advantages from the gas industry in terms of
jobs, technology advances, business opportunities, etc. I would say, therefore, that Philadelphia
and PGW are well positioned to benefit from the boom in the gas and energy sectors, but only if
we are able to seize the moment and leverage opportunities. PGW’s future ability to maintain
safe and adequate service at reasonable rates, as well as to grow as a regional energy business
bringing more business opportunities and jobs to Philadelphia depends on developing new

business strategies and approaches, and implementing them quickly.

An energy company that wishes to survive and excel in the current environment must
have the financial and operational flexibility to react quickly to changes in regulatory policy and
economic conditions. To add some context, PGW’s current urgency to consider and develop
new revenue opportunities and structures is based on the significant advancements in gas
technology over the last decade. PGW’s residential, small commercial and industrial customers
have used less natural gas annually than just a decade ago. As a matter of fact, when 1 began my
career with PGW in 1980, the typical residential heating customer utilized 45 percent more
natura] gas annually than a PGW customer uses today. That is the direct result of conservation
and equipment efficiency. To offset this significant loss of business PGW has had to
significantly cut costs (including lowering staffing levels significantly) and, raise rates. PGW

must also constantly strive to identify and acquire new revenue opportunities.

PGW is cumrently considering a number of opportunities and is weighing what is possible
to achieve using PGW’s own resources and market reach. Specifically, at this time PGW is
actively considering three primary opportunities to grow top line revenue and 1 would like to talk

about them briefly,

Liquified Natural Gas (LNG). To provide some background, PGW has maintained and
operated LNG facilities since 1972. Our operations include an LNG liquefaction plant, three
LNG storage tanks in two locations, LNG vaporization and LNG fruck loading facilities. PGW



has extensive experience and expertise in the purchase, transportation, liquefaction, storage and
loading of LNG. This is our “sweet spot”. These assets are operated to provide uninterrupted
service to our residential, commercial and industrial customers in the coldest of winters.
However, the reduction in customer usage over recent decades has resulted in PGW having
certain “underutilized/excess” LNG capability. This capability is in the form of excess storage
“or space in our LNG storage tanks. We do not have excess liquefaction capability or, said
another way, we have room to store LNG but we do not have the ability to produce more LNG

than we currently make.

With the above as a setting, along comes a significant national move to fuel long haul
trucking, high horse power equipment and marine vessels with LNG, and there is also interest in
LNG exportation. Although PGW only has liquefaction capability to liquefy enough natural gas
to meet customer requirements in the coldest of winters, PGW has benefited from the moderate
to warm winters of the recent past and has been able to stockpile LNG inventory. Therefore,
during this warm period and prior to this current winter, PGW amassed significant inventory
levels in its LNG storage tanks well beyond the needs of its core customers. PGW quickly took
advantage of the market opportunity to sell LNG at PGW'’s truck loading rack at the Richmond
plant. Over the past 20 months PGW has commercially sold over 2,000 truckloads of LNG.
Each truck holds 10,000 gallons or approximately 800 Mcf of LNG per truck load. The total

margin generated from these new sales has eclipsed $8 million.

But this current heating season, we experienced severe winter temperatures and we had to
stop truck sales to ensure that we had sufficient LNG inventory in our storage tanks to mneet core
customer demand for the remainder of this winter. Again, we have plenty of open space in our
tanks but we do not have the ability to liquefy sufficient supply to contimue truck sales while at
the same time ensuring that our core customers have enough supply to last the winter. The key
point here is that PGW has extensive underutilized storage space but it does not have excess
liquefaction capability. Therefore, in order to continue to capitalize on the truck loading

business PGW must have greater liquefaction capability.

This all said, I would like you to leave today with the understanding that liquefying,

storing and loading LNG is an expertise of PGW---it is truly our “sweet spot”. Today we capture



100% of the margin from LNG truck saies because 100% of the assets are bought and paid for by
our custormers. We will shortly be presenting a Business Case to our Board of Directors in
support of expanding our LNG liquefaction capability to enable PGW to expand LNG sales. If
our Board approves our request we will be filing the same as quickly thereafter with the PGC.
Once the PGC has reviewed our proposal a potential recommendation will be submitted to

Council for their review and approval.

Combined Heat and Power (CHP). Gas-fired Combined Heat and Power (CHP) or
cogeneration involves the simultaneous generation of electricity and thermal energy from gas for
heating and cooling. So why CHP? It offers tremendous economies to customers who have
CHP equipment, since it is over 80% efficient whereas the separate generation of electricity in
the US centralized grid system averages about 34%. CHP offers greater energy efficiency, lower
greenhouse gasses and the much greater security that your energy will be uninterrupted by heavy

winds, ice storms or delayed fuel deliveries.

Equally important, CHP allows a building operator to use only one fuel soﬁrce, natural
gas, which has both stable pricing and almost unlimited availability, to generate electricity and
thermal energy. The alternative, or traditional approach of purchasing electricity off the grid,
relying on delivered oil or utilizing other high ‘priced forms of energy leaves the building

operator susceptible to substantial price swings and mother nature.

There are currently 10 large facilities in the— City utilizing CHP with a net margin to PGW
of some $400,000 annually. PGW considers this market as being in its infancy with hundreds of
buildings as prime candidates for this technology. The obvious best applications are hotels,
hospitals, universities, museums, multiple shift commercial and industrial operations and even
prisons. The major challenge in this market space is “first cost”. PGW has programs to partially

address this aspect and is in search of additional resources to support potential CHP users.

Compressed Natural Gas (CNG). PGW has laid the groundwork for local fleet
operators to adopt Compressed Natural Gas (CNG) as a source of fuel. This groundwork
includes increasing the number of CNG vehicles in PGW’s fleet, training PGW mechanics and
technicians to service our CNG vehicles and constructing a PGW CNG fueling station. These

steps will help develop a local market because PGW is using its CNG operations to show other



fleet operators how they can convert their fleets to CNG. Additionally, PGW is supporting local
CNG station owners like VNG and Temple University by offering a rate which makes it
economically viable to operate a public or private CNG station. PGW is comumitted to
developing this market in Philadelphia because cities like Pittsburgh have been successful in
promoting CNG as a source of fuel because CNG is cleaner, provides long-term price stability,

reduces the reliance on foreign oil and creates statewide jobs.
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As the foregoing suggest, there are attractive business opportunities in the market for
LNG, CHP and CNG that PGW should and must explore quickly if it is to remain a strong
business. Some of these initiatives may be suitable for considering some form of public-private
partnership in either delivering, managing or financing the project. Others may better lend
themselves to public-public partnerships, for example, teaming up with the City of Philadelphia
or SEPTA in expanding our CNG-powered fleets. In each case, it will be necessary for PGW to
evaluate the financial, legal and policy implications of pursuing the new opportunity on our own
versus partnering with another entity. Our door remains open to considering with our

stakeholders any new business that will benefit both our customers and the Gas Works.

PGW is hoping that Council can continue to be of assistance in that regard. PGW’s
ratepayers stand to benefit tremendously if these opportunities are successful and we are eager to
explore all avenues to make these opportunities a reality for Philadelphia’s consumers. As you
know, because PGW is entirely ratepayer funded, any increased revenues ultimately benefit

PGW ratepayers.

That concludes my testimony and I am happy to answer any questions you might have

regarding the foregoing.

PGW thanks you for your time.



Testimony of Scott J. Rubin
Before the Philadelphia City Council's Special Committee on Energy Opportunities
March 13, 2015

Good moming and thank you for giving me the opportunity to appear before you today. By way
of brief background, I am a Pennsylvania attorney who works exclusively on issues related to the
public utility industries, as both an attorney and consultant, throughout United States and
Canada. I started doing this type of work more than 30 years ago when I went to work as a staff
attorney for the Pennsylvania Consumer Advocate.

I have been asked to provide some background information concerning the legal structure and
economic regulation of PGW.

As you know, PGW is the largest government owned natural gas distribution utility in the United
States. According to PGW's annual report for the year ending August 31, 2014, PGW had total
assets in excess of $1.7 billion, of which the net value of PGW's utility plant was almost $1.2
billion. Those assets are supported by about $980 million in long-term debt. On a net basis, the
City's investment in PGW (that is, the equity in the enterprise) was more than $400 million as of
August 31, 2014. Inthe most recent fiscal year, the enterprise paid a distribution to the City
general fund of $18 million, generated positive cash flow of $166 million, and had net income of
almost $50 million.

I understand that the City may be interested in exploring options to unlock the value in PGW,
enable PGW to capitalize on some of its valuable assets that may be under-utilized, enhance
PGW's independence from City government, or generate additional sources of revenue that could
‘help improve PGW's financial condition while investing in needed replacements of aging
infrastructure. The City may be interested in pursuing some or all of these types of opportunities
while retaining government ownership and ultimate control over one of the City's most valuable
assets.

As you know, local government units in Pennsylvania have the ability to establish municipal
authorities for certain purposes. The Municipality Authorities Act delineates the specific purposes
for which an Authority can be established, as well as the powers and duties of an Authority.!
Creating an Authority to own or operate the assets of PGW is a method the City may want to
explore to provide greater flexibility to both the City and PGW while retaining local government
ownership of the assets.

The Authorities Act does not mention natural gas distribution and supply services as enterprises in
which an Authority can engage. Fortunately, however, we don't need to parse the Authorities Act
because in 1999 the Pennsylvania General Assembly enacted the Natural Gas Choice and

''53 Pa. C.S. §§ 5601, et seq.



Competition Act The Gas Choice Act specifically authorizes the City to form an Authority, but
with certain restrictions as I'll discuss shortly.”

Municipal Authorities Generally

Under the Authorities Act, an Authority has broad powers to act independently. Any municipality
can create an Authority by filing articles of incorporation and following notice requirements.

Once authorized, an Authority has general corporate powers, including the power to sue and be
sued, acquire and dispose of real and personal property, make investments, borrow money, enter
into contracts, use the power of eminent domain, and determine the fees it levies on customers of
the enterprise.’

In addition, even though a single municipality can create an Authority, the Authority is authorized
to do business anywhere in the Commonwealth and, in certain circumstances, to participate in
projects in adjoining states.” When an authority owns real property outside of the boundaries of
the municipality that created it, however, it must either receive permission from the other
municipality or agree to make payments in lieu of taxes equivalent to the property taxes and
assessments that a privately owned business would pay.®

Authorities, however, are subject to certain limitations. Of particular note are the following:

e An Authority's corporate existence is limited to 50 years, renewable for additional terms of
up to 50 years each;’

e An Authority cannot issue bonds with a term of more than 40 years;
« An Authority cannot be created which duplicates or competes with an existing business.”

8

66 Pa. C.S. §§ 2201, et seq.

* The Gas Choice Act states: "A city that owns a city natural gas distribution operation may form a nonprofit
corporation or public corporation or municipal authority ... in order to own, manage, operate, lease or carry out
natural gas supply and/or distribution services for, in place of or on behalf of the city natural gas distribution
operation ..." 66 Pa. C.S, § 2212(m).

153 Pa. C.8. § 5607(d)

*53 Pa. C.S. §§ 7602 (definition of "project") and 5607(d)(18).

€53 Pa, C.S. § 5607(b)(3)

753 Pa. C.S. §§ 5607(d)(1) and 5605(a)(2)

¥ 53 Pa. C.S. §§ 5607(d)(12) and 5608

? 53 Pa. C.8. § 5607(b)



Restrictions on a City Gas Municipaf Authority

In addition to these general restrictions on Authorities, the Gas Choice Act changes some of these
- general requirements and imposes additional conditions and limitations on PGW.

In particular, the Gas Choice Act gave the PUC jurisdiction over the rates and service of PGW.
That jurisdiction would not end if the City formed an Authority to own or operate PGW.'°

If the City decided to transfer the ownership or operations of PGW to an Authority, the PUC would
have limited ability to review the financial aspects of the transaction, unless the financing is limited
to the amount needed to repay existing PGW debt."!

Finally, if the City creates an Authority for PGW, the Authority would retain the power of eminent
domain within the City limits, but (unlike other Authorities) it would not have that power in other
municipalities.™

What Would Not Change Under a Municipal Authority

Transferring PGW's assets or operations to an authority should not resuit in significant changes in
PGW's operations, other than providing PGW with more flexibility to engage in activities outside
the City's borders. Of particular importance, the following would not change under Authority
ownership or operations:

o PGW's limitations on liability from tort actions would remain governed by the municipal
tort claims law and related prm;isions.13

e The PUC's role regarding PGW's rates and service would not be changed.*

e PGW would retain the ability to place liens on real property for unpaid gas bills."”

e Therights of PGW employees, including pension rights and collective bargaining
agreements, should not be affected.

Finally, while transferring PGW's assets or operations to an authority would be a large transaction,
it would not be unprecedented. In the past two years, there have been two significant transactions

1266 Pa. C.S. § 2212(m)

66 Pa. C.8. § 2212(e)

266 Pa. C.S. § 2212(m).

¥ 42 Pa. C.S. §§ 8501, et seq. That law applies to "local agencies” which generally includes municipal authoritics. In
addition, the Gas Choice Act specifically states that "any entity created under this section or otherwise to own, manage,
operate, lease or carry out natural gas supply and/or distribwtion services for or on behalf of a eity or a city natural gas
distribution operation shall be deemed a local agency for purposes of 42 Pa. C.S. Ch. 85 (relating to matters affecting
government units).” 66 Pa. C.S. § 2212(m).

" 66 Pa. C.$. § 2212(m) and § 102 (definition of "city natural gas distribution operation™).

566 Pa. C.S. § 2212(n).



in Pennsylvania involving the long-terin lease of municipal assets to an Authority. Given the
limited time we have, T'l] just provide a very brief description of each transaction.

In December 2013, the City of Harrisburg leased its parking assets to an authority for a 40-year
period. The up-front lease payment to the city was approximately $267 million. The city did not
retain any right to revenues or transfer payments during the lease term, but it retains ownership and
some responsibility for making capital improvements during the lease.

The City of Allentown owned the regional wastewater treatment plant, its own water treatment
plant, and the retail distribution and collection networks for both systems within the city limits. In
August 2013, Allentown agreed to lease its water and wastewater operations to Lehigh County
Authority, an existing water and wastewater utility operating in the Allentown suburbs and other
neighboring areas.

The 50-year lease gives the authority the right to operate, use, maintain, and rehabilitate the water
and wastewater systems; and to charge rates necessary to recover its costs.

The up-front lease payment to the city was $211 million (some of which was used to pay off
existing bonds). In addition, the authority was required to establish several reserve funds --
including a fund for required capital improvements -- totaling approximately $80 million. In
addition, the agreement provides for the payment of an annual concession fee to the city, beginning
approximately three years after the transaction closed. The initial concession fee is $500,000 per
year, escalating with inflation thereafter.

About 60 unionized employees were transferred from Allentown to the authority, and even though
the Authority's other employees were not represented, it agreed to assume the city's collective
bargaining agreement and otherwise protect employees' rights.

Conclusion

Obviously, the Harrisburg and Allentown transactions are considerably smaller than a potential
PGW transaction. Those transactions were on the order of $300 million each, while PGW's assets
are valued at several times that amount. The transactions are useful, however, as examples of how
existing assets can be monetized while ensuring Jocal government ownership and control of the
assets over an extended period of time.

The primary limitations on lease transactions with an Authority are the maximum term of 50 years
and the maximum term of 40 years for bonds issued by an Authority. Within those restrictions, as
well as requirements imposed by the Gas Choice Act, a lease / concession transaction may be one
option to provide the City with substantial financial and operational flexibility while retaining
ultimate ownership of the assets.

Thank you again for asking me to appear before you today. 1 would be happy to try to answer
any questions you may have.
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Good afternoon ladies and gentlemen.

Council President Clarke, Special Committee on Energy Opportunities for
Philadelphia Co-Chairs Henon and Tasco, and members of City Council — I offer
my thanks and my appreciation for this opportunity to provide testimony in support
of the Committee’s investigation into the potential of establishing our region as the
energy hub for the northeastern portion of the United States.

This Committee has provided guidance regarding today’s testimony requesting that
witnesses particularly comment on matters pertaining to the use of Public Private
Partnerships, and to business opportunities relating to Philadelphia Gas Works. I
hope that my testimony will provide some issue insight to the Committee.

I would be pleased to answer any questions that you might have after I complete
reading this prepared statement into the record.

Witness Credentials & Testimony Limitations -

Although many of you know me, [ will introduce myself for the record.

[ am the Chief Executive Officer of Philadelphia Energy Solutions, the company
that owns and operates the Point Breeze and Girard Point refineries located on the
former Sunoco refinery complex in South Philadelphia. Among PES’ business
goals is the development of a world-class energy port at the site generally known
as Southport, motivated in part to take advantage of opportunities that would arise
should the Northeast Energy Hub initiative come to fruition.

I am also Chairman of the Greater Philadelphia Energy Action Team — a coalition
of more than 80 key energy industry executives, operating in collaboration under
the auspices of the Chamber of Commerce, the CEO Council for Growth, and
Select Greater Philadelphia. GPEAT’s mission is to prepare the commercial,
economic and political foundation that will stimulate development of a major new
project to bring dry Marcellus shale gas to the City in a pipe or series of pipes
adequately sized to meet both present and future mdustrial needs.
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My testimony today, particularly as it relates to future business activities
anticipated at Philadelphia Energy Solutions, will be circumscribed by the so-
called “Quiet Period” restrictions that are imposed on the company by the Security
Exchange Commission pursuant to the process underway as we take the company
public.

A Northeast Energy Hub - Why Philadelphia?

Philadelphia Energy Solutions is presently two and a half years old, and the
Greater Philadelphia Energy Action Team is just a bit younger. During this time I
have been struck by just how enthusiastically many of the energy-centric ideas
with which [ am involved have been supported by government at the Local, State
and National levels, by many segments of organized labor, and by the regional
business community at large. This extraordinarily deep regional support is one of
the foundational pillars on which the prospective creation of an energy hub rests.

I frequently and passionately advocate for the development of Philadelphia’s
energy infrastructure to take advantage of the proximity of Pennsylvania’s
abundant Marcellus Shale natural gas reserves. I will do so again today because it
1s a matter of importance, and it is a matter of urgency.

Why is this important? locating a regional Energy Hub in Philadelphia is
important because that would create an opportunity to redevelop a meaningful
manufacturing base in the Philadelphia economy for the first time in decades. And
creation of a manufacturing base 1s important because the economic malaise that
afflicts Philadelphia casts a deep shadow over all the amazingly unique and
sensational attributes that Philadelphia has to offer.

The economic stimulation that follows a manufacturing rebirth is truly
transformational. Manufacturing creates an extraordinary variety of jobs — jobs
that have rich content; jobs that pay very well; and jobs that last for years and
years. Manufacturing creates jobs that support strong family life styles. Robust
manufacturing is truly the backbone of a thriving middle class. And keep in mind
that modern manufacturing is far different from the factories of a century ago that
left some appalling environmental scars; modern manufacturing is done by
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responsible businesses that invest enormous amounts of capital, and commit
themselves to operating in community responsible ways.

And why is this urgent? The opportunity to create an energy hub in Philadelphia
exists because the natural gas reserve life in the Marcellus is measured in centuries,
not years. The value of that gas will remain trapped in the shale unless and until
new consumers compel additional production. And major new consumers cannot
come to fruition unless the resource comes to where it is needed. The economic
drivers to take advantage of the abundance of Marcellus gas are so strongthat there
are many smart, well-capitalized companies throughout the country working on
figuring out how to take advantage. There is a proverbial “window of opportunity”
to make that location Philadelphia, but make no mistake, competition from gas
short regions in New England, from chemical production centers like Houston, and
from industrial centers in Ohio, and export centers in Maryland are causing that
window to close. It is a race — let’s win it for the home team!

I applaud the continued interest that City Council has shown with regard to
developing the energy base in Philadelphia, and acknowledge your essential role in
ensuring that the interests of City, broadly considered, are carefully weighed.
Carefully, but with an eye on that closing window of opportunity!

The potential to have Philadelphia serve as the natural gas energy hub for the
northeastern portion of the country rests on three critical elements:

1. Philadelphia’s close proximity to reserves of Marcellus gas that can be easily
valorized by creation of new demand.

2. The already highly developed regional infrastructure to support a
manufacturing based economy, including: a strong base of energy and
chemical companies such as Philadelphia Energy Solutions, Monroe Energy,
PBF Energy, Braskem, Honeywell, Sunoco Logistics, PECO, and many
others; access to the sea and rich export markets; phenomenal rail
infrastructure; proximity to the greatest consumer market in the world;
industrial building sites well suited to manufacturing; and a regional history
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steeped in manufacturing culture, including human resources having all the
necessary job and professional skills.

3. The political will to make it happen. At least that is the state of affairs that
we would all like to be true — but worry that maybe it isn’t.

As this Council well knows, the recent track record regarding the attempt to
privatize Philadelphia Gas Works has cast doubt on the ability to get a major deal
done. That doubt is compounded in some quarters by the perceived present
tensions in Harrisburg over energy development matters.

Personally, I am confident that the Wolf administration will ultimately be an
enabling force to stimulate the kind of development needed to create a regional
Energy Hub in Philadelphia. So I applaud the Council’s courageous willingness
to take on the issue of PGW once again at this time. It is no exaggeration to say
that the eyes of the business community are watching keenly and hopefully.

Why is an Energy Hub Important to Philadelphia Energy Solutions?

Once Marcellus Shale gas is abundantly available in the Greater Philadelphia
region, industries that depend on natural gas, either for its energy content or for its
- utility as a chemical feedstock, will take root and grow, creating an intense level of
new economic activity that will benefit PES as well as the rest of the region.

But on a more particular basis, PES has identified several high quality projects that
can add great economic value to natural gas.

e First, the steam system at our refineries is costly to maintain and requires
considerable redundancy to ensure that the refineries’ steam demands are
continuously met. It would be beneficial to replace the old fired boilers with
state of the art, combined heat and power generation equipment. That would
be a large-scale project. 120 megawatts if just our own needs are met, larger
if we add some merchant power capability to serve neighboring industries.
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e Next, the methane could be converted to hydrogen and that hydrogen used to
materially upgrade the quality, marketability and profitability of some of our
products. The steam/methane reformer and the hydrocracker projects would
be world scale in scope. -

e Once we have the capability to generate Marcellus gas based hydrogen, we
could convert the hydrogen to agricultural chemical products such as
anhydrous ammonia, urea ammonium nitrate, and granular urea.

s The hydrogen could also be converted to methanol and the methanol sold as
a merchant product or further converted to forms of synthetic transportation
fuels.

This substantial increase in PES’ productive capability ties in directly with our
interest in creating a world scale energy port at the Southport property managed by
the Philadelphia Regional Port Authority. This site, up to 273 acres in size
depending on parcel division, would be a material asset to PES as a place where
petroleum could be received by ship or be moved to export markets by ship. The
property is just a few miles from the PES refinery complex and easily connected
by pipelines that would run through industrial property.

The highly refined products that would be made possible by the hydrogen
production noted a few moments ago would fetch a premium in European markets,
so 1t becomes a great export addition. Granular urea is a dry bulk commodity that
is shipped to markets around the world expanding export capabilities for value
added product, not just raw materials.

And of course, once there is abundant natural gas availability in Philadelphia, a
vigorous LNG business can be conceived, and LNG businesses are natural to be
located at an energy port. Large-scale LNG exports are not very practical from
Philadelphia for a variety of reasons, including the fact that the deepened river will
not be deep enough, nor the bridges high enough to allow passage of international
class LNG ships. Nevertheless, there can be a coastal trade in LNG supplying the
short New England market. There are novel containment systems that would allow
transport of LNG in container ships to supply boutique markets. There will be a
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growing business to supply LNG to fuel ships as they phase out of burning bunker
fuel in the coastal zones. It is possible to think about local fueling options like
fueling fleet vehicles or creating retail LNG or CNG fueling stations.

Whv is PGW Important to Enerecv Hub Development?

PGW is important to the Energy Hub discussion for two reasons.

First, how resolution of PGW’s situation is handled will send strong signals to the
investment community as to whether or not there is the political will to progress
energy business in Philadelphia. Thankfully, this Special Committee is breathing
new life into the opportunity.

Second, and more tangibly, there are certain assets in PGW, like its LNG plant,
NG storage facilities, and pipeline interconnections that could play a central role
in Philadelphia’s energy future. Whatever form the future takes for PGW, those
assets will need to be available for development, free from the historic restrictions
inherent in PGW’s current ownership structure as a municipally owned utility.

PGW and Public Private Partnership

I have often expressed, both privately and publically, that the development of
Philadelphia’s energy future does not depend on whether PGW’s regulated
residential gas business becomes privately owned or remains municipally owned;
the important issue here is how to best get the developable assets of PGW into
constructive ownership.

There is an illustrative example of why PGW cannot compete in the commercial
world operating as a quasi-governmental entity. Two years ago as PES began to
develop our North Yard Rail Terminal, it looked like we would need a 20-foot
right of way along a PGW fence line in order to run a large diameter crude oil
pipeline. The property in question is unused, had not been used for many years,
and there were no plans for its use. Nevertheless, PGW advised that it would take
probably 6 months to get all the necessary approvals, first from its management,
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then from its Board, then from the City’s governing Board followed by perhaps the
review of the City Council at large. Whew! Needless to say, that is not very
commercial and we found another way. As a footnote, we also discovered that the
property for which we were trying to obtain a right of way was actually owned by
PES - the PGW fence line was built on PES property!

So where would an Energy Hub be located? One possibility is that certain property
presently owned by PGW has great proximity to a primary new gas customer,
Philadelphia Energy Solutions, and that property is already crossed with many
pipelines to support distribution from the Hub. That is not the only site that could
host the Hub, Southport Energy Port would be another great candidate, but the
PGW site has many advantages that cannot be tapped under present structure.

PGW’s existing gas liquefaction plant and LNG storage tanks are the other assets
with great commercial potential as described earlier.

Once Hub gas is available, PGW would be in an excellent position to be the gas
supplier to the industrial customers, greatly expanding its revenue potential.

A Public Private Partnership would be an effective structure to get those assets into
the commercial structure that would be capable of developing them, while still
keeping the City involved economically so it can have a stake in future success.

I can think of no conceptual reason why a P3 could not be made to work for the
regulated side of PGW’s business, i.e. the supply and distribution of residential
gas. But it is difficult to see how there could be enough profit and profit growth
potential in that part of the business to attract private capital. This 1s especially true
since the residential gas supply portion of PGW’s business fulfills worthwhile but
non-remunerative social goals that reduces cash flow, and there is a significant
latent capital expenditure burden to bring its pipe network up to current standards
that further reduces net cash flow.

Thank you for hearing my views. I will now be pleased to try to answer any
questions that you may have.

# ok koo
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Pension Costs Would Consume 30%+ of City’s Budget

- The unfunded liability of the City’'s Fire and Police pension plans was
forcing the City’s mandatory contribution to these plans -- called the
Minimum Municipal Obligation (MMO) -- to rise

- The City of Allentown’s pension plans had a total unfunded actuarial
liability of $150,000,000 and was only 48% funded

- The City is legally required to pay its MMO annually

- The City’s pension debt service for Fiscal Year 2011 is approximately
$2.4 million in addition to the MMO

A dramatic increase in revenue was needed
“ to fill the pension gap
















MMO after Lease Agreement (Eliminate Unfunded Liability)

Lease Agreement will drastically reduce the projected MMO
and the need for large future tax increases

Red Bars shows Projected MMO without the Lease Agreement
Blue Bars shows Projected MMO with the Lease Agreement
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Penn America Energy, LP

Philadelphia Gas Works World-Class LNG Export Terminal

1. Concept :

A. Philadeiphia Gas Works will become America's 1st Municipal
Owned & Operated World Class LNG Export Termi_nal.

B. A Public Private Partnership (P3) structure is not the desired
structure due to the following considerations :

» A P3 structure will transfer “Public Assets” into “Private
Entity.”
» A P3 structure will Privatize Public Job Opportunities.

The collective goal should be to establish the appropriate
platform for a “Public + Private Collaboration.”

C. Penn America Energy, LP will fund the expansion of the existing
PGW Richmond LNG plant, with an estimated capital cost of $2.1
billion USD. Penn America Energy, LP will own the assets [4.5
million tons per annum (MTPA) Liquefier and Cryogenic Loading
System], and through a “Lease Agreement,” Penn America
Energy, LP will lease the assets to Philadelphia Gas Works, the
plant owner and operator.

Philadelphia Gas Works (PGW) will not be privatized and remain
an independent public utility.

D. Land Lease Agreement between (Lessor) Philadelphia Gas Works
and (Lessee) Penn America Energy, LP [ Penn America Energy,
LP wiill work with the Philadelphia City Solicitor and the PGW
legal team to extrapolate the most appropriate structure ].

PGW and the City of Philadelphia will own the land and it will
remain a “Public Asset.”

E. Through a “Service Contract” between "Seller” Philadelphia Gas
Works and “Buyer” Penn America Energy, LP, the buyer will pay
Penn America Energy, LP

48 Wall Street New York, NY USA 10005
phone : (01) 517,225.8181



Penn America Energy, LP

the seller a “Tolling Fee” for Liquefaction and Stevedoring
services (LNG production and vessel loading) required to process
150 billion cubic feet (150 bcf) of natural gas / year in the form
of Liquefied Natural Gas (LNG).

The “Tolling Fee” paid to PGW for the aforementioned services, is
estimated to be $1.00 / mmbtu.

The “Tolling Fee” will generate an estimated $150.0 million per
year in annual revenues for a 20-year term paid directly to
Philadelphia Gas Works for services rendered. The contract will
include a 20 year rollover provision. The final economics related
to the debt service will refine the “Tolling Fee” and revenues
generated.

. Penn America Energy, LP to provide 20 year “take or pay” Sales
Purchase Agreement (SPA) with a credit worthy counterparty,
secured by a revolving irrevocable documentary letter of credit
issued by a “confirmed bank.”

. Penn America Energy, LP will secure a long term feed-gas Sale
Purchase Agreement (SPA), equivalent to 700 million cubic feet /
day (mmcfd), through energy supply companies and midstream
energy companies.

Supplier : Cabot, Southwestern, and other.
¢ Midstream : Transco Williams and Spectra Texas Eastern

. At the Federal level, Penn America Energy, LP will make
application and manage all regulatory requirements, to include
FERC and DOE permitting, etc.

. At the State and Municipal level, Penn America Energy, LP will
make application and manage all regulatory requirements.

. Penn America Energy, LP will make application and manage all
State and Municipal regulatory requirements and permitting.

Penn America Energy, LP

48 Wall Street New York, NY USA 10005
phone : (01) 917.225.8181



Penn America Energy, LP

2. Design Technology :

4.5 MTPA Single Train
Conoco Philips Optimized Cascade System

EPC Design : Bechtel and APCI Air Products & Chemicals
Benchmark : Cheniere Energy Sabine Pass Design

3. Estimated Capital Cost :

The estimated capital cost for this project is approximately $2.1
billion USD. This estimation will also capture plant construction,
EPC firm (Engineering, Procurement, Construction), professional

fees associated to legal, accounting, environmental and project
management, etc.

« $500,000,000 : 25% equity

* $1,600,000,000 : 75% debt (combination of senior secured and
mezzanine debt)

Citibank [ Lead Investment Bank to Form Syndicate ]
Credit Suisse Bank

Morgan Stanley -
GE Capital
Family Fund
Sovereign Fund

4, Critical Pathway : 3.5 - 5.0 years

« EPC + Permitting : 18 - 24 months
« Construction : 24 - 36 months

5. Professional Services :

A. Stradley Ronon Stevens & Young LLP
Mr. William Sasso Esq : Chairman
Mr. John Salor Esq
Mr. Andrew Levine Esq
« Specific to Pennsylvania and Philadelphia issues.
« Key Strategic Role and Legal Representation

Penn America Energy, LP

48 Wall Street New York, NY USA 10005
phone : (01) 917.225.8181



7.

Penn America Energy, LP

B. Hogan Lovells US LLP
Ms. Mary Anne Sullivan Esq
= Regulatory FERC + DOE Permitting
= Commercial Contracts
= Manage the Washington DC process

C. DLA Piper, LLP
Mr. John Merrigan Esq
Government Affairs
» Manage all Domestic and International Government affairs.

. Endaineering Procurement + Construction (EPC) Candidates :

A. Bechtel - EPC Cheniere Energy Sabine Pass LNG Terminal
B. Black & Veatch

Project Development + Management :

CH-1V International, LLC

Mr. Jeffrey Beale : President

To align and manage all project processes and procedures
(example : EPC, FERC + DOE permitting, environmental, etc.)
pursuant to the successful completion of the project.

8. Co.unterparties for 20 yvear Sales Purchase Agreement (SPA) :

Vital

Glencore

Noble Group
Trafigura
Mitsubishi (Japan)
Marubeni (Japan)
Goldman Sachs
Morgan Stanley

Penn America Energy, LP

48 Wall Street New York, NY USA 10005
phone ; (01) 917.225.8181



Penn America Energy, LP

Value Proposition for the City of Philadelphia

1. Philadelphia Gas Works remains a Public Asset.
2. No capital investment from the City of Philadelphia.

3. Estimated $150.0 million per year in additional revenues
generated by Philadelphia Gas Works through a 20-year
contract, with a rollover provision.

4, $25.0 - $50.0 million will reduce PGW aging infrastructure cast
pipe replacement plan by “decades.”

5. $50.0 million will reduce the gas rates $1.00

6. Change in the dividend paid to the City will directly impact:
« City Pension funds
« Schools
* Neighborhoods and communities
* Infrastructure development

7. Public Jobs Will Not Be Privatized
* Jobs created to build the LNG Terminal
» Jobs created for PGW plant operations
* Jobs created to replace 1800 miles of aging pipeline
infrastructure.
» Jobs created by the economic benefits

8. Increase tax revenues for city and state.
9. Revitalize and Repurpose the Tioga Terminal.

10. Legitimize Philadelphia as an Energy Hub and re-focus
global optics on Philadelphia providing extraordinary value to the
city across all industries and professions,

11. A PGW World Class LNG Export Terminal will support the
US National Security Interests, as well as the National Security
Interests of EU nations that are dependent upon Russia for their
natural gas energy requirements.

Penn America Energy, LP

48 Wall Street New York, NY USA 10005
phone : (01) 917.225.8181
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creating value through imagination

Copyright © 2015 Penn America Energy, LP - All rights reserved



The Genesis

Inspired by the national security interests and energy requirements of a
sovereign nation, the Republic of India, combined with the
extraordinary natural gas resources of the United States, the vision for
the company was to create an energy platform that would provide a
long term sustainable supply of Liquefied Natural Gas (“LNG”) for

export.



Who is Penn America Energy?

Penn America Energy was created from inception as a “single purpose
entity” dedicated to the concept, strategic planning, project finance +
development and management of the asset, a United States based
World Class LNG Export Terminal.

Through the governance, expertise and scope of the firm’s Executive
Leadership Committee, Advisory Board and Strategic Partners, Penn
America Energy demonstrates the proven leadership capability and
distinctive skill sets required to successfully identify, strategize and
create the most optimal value proposition for all stakeholders.



Executive Leadership Committee

Franc James

. Indo America Energy Group, LLC - Managing Director
. United Group Holdings, Pvt Ltd - CEO Asia Operations
. NacuMex, LLC - Managing Partner

. Private Brand Services, LLC - President

Ridge Global, LLC

«  Governor Tom Ridge - CEO

. Steve Kohler — EVP

+  James Seif - Partner

. Ridge Global & Ridge Policy Group

Sam Hammons Esq.

+  Former Secretary Energy for the State of Oklahoma
. Sequoyah Capital Partners — CEO

. COSCO Capital Management

. RAM Group — Partner

«  Alcor Energy Solutions — Board of Directors

. Gas2Power, LLC — Board of Directors

Francis Casale

. Investment Banker NRDC Equity Partners — Managing Partner

*  Quotient Partners, LLC — Managing Partner

. S.A.C. Capital Associates, LLC — Managing Director Investment Banking



Advisory Board Members

John imle

International Oil and Gas Technology - Non-executive Director
Nations Petroleum — President and CEO
Vanco Energy Co — President and Advisor to the Chairman

Steven Spence

Dominick & Dickerman LLC - Managing Director Investment Banking
Morgan Stanley — Financial Advisor to Vector Group Asset Management Team

Merrill Lynch — International COO Securities Services and Managed Derivative
Operations in Zurich, Paris and Japan.

CME — Broker Eurodollar Futures



New York Office

48 Wall Street Suite 1100

New York, NY 10005

(01) 212 918-4729
info@pennamericaenergy.com

Franc James
(01) 917 225-8181
flames@pennamericaenergy.com

Washington DC Office

Ridge Global, LLC
Governor Tom Ridge CEO
Steve Kohler EVP

(01) 202 833-2008
skohler@ridgeglobal.com

Oklahoma City Office

Sam Hammons Esq.
(01) 405 341-1022
shammons@pennamericaenergy.com

Offices



Forecasted Global Requirements of LNG over 10 yrs
Average of 23 mpta Increased Capacity Needed / Year
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Target Market : Europe




Main Objective :

Penn America Energy desires to be a long term customer of
Philadelphia Gas Works, and purchase the annual equivalent of 150
billion cubic feet (“BCF”) of natural gas, processed into the form of
Liquefied Natural Gas (“LNG”) for export.



Philadelphia Gas Works Richmond LNG Plant
Peak Shaving Facility




Penn America Energy proposal is to contract, fund and manage the expansion of the
existing Philadelphia Gas Works Richmond LNG Plant into a World Class LNG Export

Terminal.

Penn America Energy will direct and manage the project to include the following key
functions :

a. Permitting (FERC, DOE, PUC, etc.) : Federal, State and Municipal Agencies.
b. Engineering Procurement Construction (EPC) contractor.
c. Contract a sustainable 20 year supply of “feed-gas” equivalent to 700 mm cfd.

d. 20 year “take or pay” Supply Purchase Agreement (“SPA”) with a credit worthy
counterparty secured by a revolving irrevocable documentary letter of
credit through a confirmed bank.

e. Structure and manage the commercial transaction and provide the financial instrument
for feed-gas procurement, (“PGW?") liquefaction + stevedoring services, marketing and
sale of LNG for export.

f. Environmental issues.



Philadelphia Gas Works (PGW) Richmond Liquefaction Plant




PGW FERC Approved LNG Storage Tanks
50.0 million gallons total volume




LNG Terminal Expansion Site Analysis

Yellow : PGW Property Red : Government Property  Blue : Private Property




Hazardous Exclusionary Zone Overview




Proposed Williams Midstream Pipeline
Extension from Trenton - Woodbury Lateral
to the PGW Richmond Gate-station




Philadelphia Gas Works Richmond Plant Location




Greater Philadelphia Region




Delaware River Route to the Atlantic Ocean




Atlantic Ocean Access via Delaware Bay Inlet




Important Benchmarks for Consideration

* The Boston Massachusetts based Distrigas LNG Regasification
Terminal in operation since 1971.

* Kinder Morgan discharge and storage terminal ( ethanol )
adjacent to the PGW LNG Richmond Plant.

* The extraordinary history of the energy industries along the
Delaware River, that include the refining and transportation
of crude oil and other flammable fuels along the river for over
a 100 years.



Boston Distrigas LNG Storage + Regasification Terminal Est. 1971
The Weekly Transit of 1 LNG Vessel Along the Charles River.




Distrigas LNG Regasification Terminal




Distrigas Discharge Point : Loading Arms + Cryogenic Lines




Distrigas LNG Storage Terminal Overview




Distrigas LNG Storage Terminal Overview




Kinder Morgan Discharge and Storage Terminal
Adjacent to PGW Richmond Plant
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Philadelphia Gas Works LNG Richmond Plant +
Kinder Morgan Discharge and Storage Terminal




Kinder Morgan Discharge and Storage Terminal
Adjacent to PGW Richmond Plant




Value Proposition for the City of Philadelphia

1. Philadelphia Gas Works remains a Public Asset.

2. No capital investment from the City of Philadelphia.

3. Estimated $150.0 million per year in additional
revenues generated by Philadelphia Gas Works
through a 20-year contract, with a rollover provision.



Value Proposition for the City of Philadelphia

4. $25.0 - $50.0 million will reduce PGW aging infrastructure cast
pipe replacement plan by “decades.”

5. $50.0 million will reduce the gas rates $1.00

6. Change in the dividend paid to the City will directly impact:
e City Pension funds

e Schools

e Neighborhoods and communities

e Infrastructure development



Value Proposition for the City of Philadelphia

7. Public Jobs Will Not Be Privatized
e Jobs will be created to build the LNG Terminal
e Jobs will be created for PGW plant operations

e Jobs will be created to replace 1800 miles of aging
pipeline infrastructure.

* Jobs created by the economic benefits

8. Increase tax revenues for city and state.



Value Proposition for the City of Philadelphia

9. Revitalize and Repurpose the Tioga Terminal.

10. Legitimize Philadelphia as an Energy Hub and re-focus

global optics on Philadelphia providing extraordinary value to
the city across all industries and professions.

11. APGW World Class LNG Export Terminal will support the
US National Security Interests, as well as the National Security

Interests of EU nations that are dependent upon Russia for
their natural gas energy requirements.



Key Data Points for Consideration

Single 4.5 MTPA liquefaction train

Design : Conoco Philips Optimized Cascade System

Plant feed-gas requirement 700 mmcfd

New liguefier will generate 650 — 700 dekatherms per day
150 bcf / year off-take

LNG physical plant operator : Philadelphia Gas Works
Liquefier + Cryogenic System owner: Penn America Energy
LNG plant land ownership : Philadelphia Gas Works

Estimated cost : $2.1 billion (terminal, infrastructure and
permitting)



e Existing PGW Plant Purpose : Peak Shaving Facility

A peak shaving facility is used to store natural gas to meet
demand requirements during peak consumption periods,
typically deep winter or high summer.

2 #25 mm gallons LNG storage tanks — total capacity 50 mm
* 4.0 bcf total capacity in both LNG storage tanks.

* During a “peak” extreme winter period, PGW will release only
1.8 bcf of gas into the system the “entire season.”

4.5 MTPA Single Train Liquefier will generate 650 — 700
dekatherms per day, equivalent to 3.2 bcf per day.

e 135,000 M3 vessel holds 3.2 bcf



Penn America Energy, LP

creating value through imagination

Copyright © 2015 Penn America Energy, LP - All rights reserved
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I would like to thank Council President Clarke, the Committee and the entire City
Council for the opportunity to address Council once again in regards to
Philadelphia’s energy strategy. We hope today to propose some ideas to address
public concerns presented by PGW’s aging infrastructure, the urgent need to lower
the cost of gas for city residents and businesses, the need to increase the
availability of gas for city residents and businesses and strategies to mobilize
private capital and initiative to partner with the City in its vision for developing an
energy hub.

We believe the best way to accomplish these objectives is to create a public private
partnership for PGW. The essential idea behind our proposal is to stop thinking
about PGW as a liability to be managed, but to start thinking about PGW as the
comerstone of the energy hub and the engine of economic development. In the few
months since Council began this process, we continue to refine our understanding
of the opportunity and we are grateful for the chance to return here today to share
what we have learned and offer suggestions on what we feel needs to be done
going forward.

My name is Charlie Ryan. | am a Partner at Liberty Energy Trust and with me
today is my Partner Boris Brevnov. While I grew up here, 1 have spent the last 25
years working around the globe on energy and infrastructure issues, including
helping governments and utilities modernize and expand their capabilities. I am
directly involved with the energy businesses, serving on the boards of companies
and not-for profit ventures working in this space. Boris has spent his entire career
in the energy and finance sectors. His most relevant experience was with the
Peoples Energy Corporation in Chicago, a company with many of the same
challenges and opportunities present at PGW, including the cast-iron pipeline
replacement program. Peoples Gas Company began its investment program in
2011 and thus far has replaced 35,000 service pipes and retired 245 miles of its
cast-iron conductor system. The company plans to replace about 2,000 miles of
cast-iron mains and 300,000 service pipes and meters within the next 20 years.



Last November we testified before the Council in support of the public-private
approach to developing Philadelphia into a next generation energy hub and we
discussed some concrete opportunities. I am glad to report that Liberty has been
working on these projects, and we made significant progress towards our goals.

A few weeks after that testimony, we participated in the “Greater Philadelphia: The
Next Energy Hub” conference sponsored by the CEO Council for Growth of the
Philadelphia Chamber of Commerce. The event united business and labor leaders
under a vision to leverage the City’s unique potential as a logistics and energy hub
to create jobs and benefits for the community. Today, more than ever, I think we
have an opportunity and responsibility to combine our private and public effort in
positioning Philadelphia as the leading energy hub.

A key focus of the conference was on vital infrastructure improvements to address
safety, bring less expensive and cleaner energy to existing and new customers,
lower customer bills, and create new jobs. There are three critical bottlenecks in
our Greater Philadelphia energy infrastructure: the intrastate transportation/pipeline
network (The Chamber and GPAT Chair Phil Rinaldi have talked about it); the
regional (lateral} pipeline network and the local (distribution) network. We should
be clear: these bottlenecks are one of the reasons why the cost of gas is
significantly higher in Philadelphia than in the suburbs.

Like any integrated system these bottlenecks should be approached in a
comprehensive way and it will require a public-private effort to successfully
address them.

We continue to believe that a partnership of key stakeholders — communities; local
and global capital; labor and expertise; businesses and not-for-profits, combined
with a citywide effort to develop, build and grow the Philadelphia Energy Hub
would provides a platform for success. Liberty brings many of these key
stakeholders to the table: local investors and businesses; the AFL CIO — providing
a partnership with labor and labor capital, Philadelphia endowments and
foundations, and industry expertise complimentary to PGW. We believe that a
logical next step will be for a platform such as ours to engage directly with the City
and PGW to translate a common vision into project blueprints and to forge a
framework for partnership.

Private participation in PGW’s future is essential to improving the City’s aging
infrastructure and its growth prospects. It would unlock the true economic
development potential of the City. The PGW management team has done a
remarkable job in keeping the system operating smoothly and safely with a prudent



annual maintenance budget, all the while working within existing financial and
organizational constraints. But ashas been correctly reported, the schedule to fix
the infrastructure is not acceptable to PGW, its customers or the City. PGW
reported hazardous leak rates more than 10 times the national average.
Philadelphia’s office of sustainability estimates the city’s miles of leak-prone pipe
release into the air the greenhouse gas equivalent of 120,000 cars. The Duke and
Boston University researchers say that these gas leaks from the US gas utilities are
the nation's largest human-caused source of methane, contributing to some $3
billion of natural gas that's lost or unaccounted for each year.

Without fresh capital, flexible financing; streamlined, business-minded decision-
making processes; innovation and entrepreneurship it will be difficult to achieve
the goals that of many of you have in mind. We have developed a unique
opportunity to rethink and redesign the City’s approach to these challenges.

We don’t have to reinvent the wheel, and we can successfully build and improve
on existing best practices and leverage Philadelphia’s competitive advantages.
Other cities are going through a similar process of network upgrades. Gas utilities
spend over $19 billion annually to enhance the safety of delivery systems. In my
introduction I mentioned that Chicago is planning to complete its upgrade in 20
years. In New York City, National Grid plans to replace over 1,900 miles of mains
and 25,000 services during the next 25 years. Philadelphia’s distribution network
needs to be upgraded more rapidly too, and re-imagining this project as an
economic development opportunity is what gets us excited. This pipe replacement
program should not only improve customer safety, but also deliver affordable gas
to new customers and support modern applications.

Typically utilities with similar systems that are establishing a major replacement
program will investigate the possibility of upgrading areas of the service territory
from low pressure to medium pressure in advance of sizing the diameter of the
replacement mains. Higher pressure not only makes the system more robust, but it
also allows for smaller diameter replacement mains. In many cases these smaller
mains can be inserted into the cast iron mains that they are replacing. This is
commonplace not only in Chicago, but also in New York with the National Grid
companies and other utilities.

Initially city gas distribution networks evolved to provide gas for street lighting
and to heat city buildings. In the US the load represented by this original purpose
covers less than 1/3 of today’s demand for natural gas.

Modern networks are designed to support combined heat and power plants, power
generation, gas fuel cells, compressed natural gas for transport, known as CNG,



and other high efficiency applications. This expansion of the customer base and
volumes would not only help pay for the infrastructure upgrade, but most
importantly would drive economic and community development in the city. Every
industrial revolution is driven by an energy revolution. PGW has one of the lowest
shares of commercial and industrial customers among US gas utilities. Rethinking
the pace and manner of replacing the cast iron pipes will drive economic
development and reduce the cost of gas for the City’s residents.

While our discussion today focuses on cast iron, we would like to point out that
PGW also has a considerable amount of non-cathodically protected steel lines
(~500 miles), for which PGW has not yet established an accelerated replacement
program. Unprotected steel pipe rusts in unpredictable locations and to a point
where it no longer performs. Current rate of replacement, one mile per year,
obviously is not adequate to replace the 500 miles currently in the network. It is
our understanding that PGW plans to begin replacing these mains after it has
replaced its cast iron mains. This will ultimately result in a longer time frame
before they are removed, and the network is made safe. Liberty Energy Trust has
reviewed similar programs in the gas utilities sector. Dominion East Ohio and
Columbia Gas of Ohio both have programs that they describe as 25-year
replacement programs. Columbia Gas of Ohio exceeded that in 2012, Their
programs were considered to employ the best practices. Bay State Gas (a NiSource
company) and Niagara Mohawk (a National Grid company) also have replacement
programs that are even more accelerated. In addition, Boston Gas plans to increase
its rate of replacement of cast iron and non-cathodically protected steel mains from
150 miles per year in 2013 to 190 miles per year beglnmng in 2016. Philadelphia
needs to keep pace with these other cities.

If we continue under the existing constraints, relying exclusively on debt financing
and an incremental approach, we will spend approximately $45 M a year on a pipe
replacement program that will not be completed for 70 years. What is worse, the
network we will end up with in 70 years, after all of that time and investment, still
won’t be able to support most modem applications and businesses.

An alternative approach is to design a Philadelphia Modern Energy Delivery
Platform and execute it within an observable time horizon of 20-25 years and
integrate it with an upgrade of lateral and transportation pipelines that are essential
to support growth in the City. Then the project becomes not simply driven by
liability management, but an exciting, well engineered and thought through
multibillion-dollar investment program.

We are confident that PGW’s experienced engineering and planning groups will be



a leader in this effort. Is there another program of the same magnitude, private or
public, immediately available to the City? We need to take advantage of this
enormous opportunity and do it the right way.

The P3 approach should allow the City to remove constraints that are the
underlying cause of the existing incremental approach: namely financial and
organizational constraints. The new programmatic approach will allow the City to
deploy the best technologies and practices, reduce the cost of the investment and
create attractive and sustainable jobs.

Studies have shown that a $1 billion investment in infrastructure creates
18,000 jobs and every $1 spent on these projects injects $1.44 back into the
economy.

The Concentric report revealed a number of concerns related to an outright sale of

PGW. We would like to outline how a P3 approach can address or mitigate these

key concerns:

® Employee related, including the Collective Bargaining Agreement, and the
number of employees

® Rate-related commitments, including social programs

@® Economic and growth related, including an Economic Opportunity Plan,
headquarter commitment, and local presence

@ [ ocal government oversight

@® Acceleration of cast iron replacement program

A P3 could implement a best practice, accelerated cast iron replacement program,
and modemize the system within 25 years. It will require additional funding of
$90-100 million per year. Private investors will provide the funding immediately,
while at the same time, coordinate with the City and the community to design the
optimal investment schedule. The additional capital spending can be partially
recovered through higher sales volumes and savings on operational and
maintenance expenses due to reduced leakage and repair. These potential savings
shouldn’t be underestimated. Atlanta Gas Light Company through its integrated
program, cut pipe replacement costs by 40 percent and its annual gas leak repair
costs have declined by 80 percent. It has embarked on a 15-year program to replace
2,700 miles of pipeline, a program that included extension of the network to serve
new customers and create economic development to spur growth.

A public private partnership would allow Philadelphia to attract much needed
capital and expertise for system improvement, while preserving the City’s right to
participate in overseeing PGW’s important social programs. There are different



ways to structure the P3 to meet the City’s goals. Liberty is ready to engage with
the City to assist in designing a P3 framework to finance a network modernization
program. A P3 could also allow the City to receive a significant upfront payment to
reduce the pension deficit, which could equal or even exceed the net proceeds of an
outright sale and allow the City to continue to receive its annual dividend. At the
same time, the P3 framework would assure continued protection of consumers and
vulnerable customers and through economic development increase, rather than
reduce, the number of critical employees and jobs.

This P3 platform is suitable not only for the gas distribution business, but also for
the Liquid Natural Gas (LNG) business of PGW. The LNG market is very
promising economically and environmentally, but largely untapped in the
Philadelphia area. Liberty Energy Trust is leading a consortium of local, national,
and international partners to develop the Delaware Valley as a leader in LNG
infrastructure.

We are seeking to expand the LNG Marcellus liquefaction platform in the
Philadelphia port with an objective to develop liquefaction and a multi-nodal hub.
The project will lay the groundwork for ILNG to serve as a marine fuel,
complimentary to existing port operations. We are also planning to expand the
market for Philadelphia LNG, by delivering to customers in ISO containers. These
are just a few examples of how LNG can act as a catalyst for economic
development in the Philadelphia region. If only a 10% share of the targeted market
is achieved, the annual economic savings for the region would be more than $200
million. The project brings together public and private participants from
Pennsylvania, New Jersey and Delaware in order to facilitate LNG development,
with marine bunkering and fleet vehicle fueling as a critical first step.

Our proximity to the Marcellus and Utica shale, and their abundant reserves of
natural gas and natural gas by-products, coupled with the navigable shipping
channel on the Delaware River, and ready access to road and rail commerce, allow
for an ideal scenario for innovative energy projects to emerge.

Importance of Acting Now:

We want Philadelphia to take a leadership position modernizing energy
infrastructure and pursuing economic growth opportunities with natural gas.

We owe Philadelphia customers delivery of low cost, reliable and safe energy.



As I stated previously, Philadelphia is uniquely positioned, but we don’t have a
monopoly on the opportunities arising from the Marcellus development. It’s clear
that others recognize Marcellus’s potential and there is a rapid acceleration of
development. Philadelphia needs to take a leadership role.

I strongly believe that Philadelphia can add value to the vast resources of the
Marcellus and achieve it in a socially and environmentally sustainable way.

Liberty would like to join in this effort to unite the community with capital, labor,
entrepreneurial initiative and experience, and PGW. Liberty feel the best way to
unite these stakeholders is within a P3.

Thank you once again for the invitation to appear before you today. We hope to
work together to develop an energy hub that brings jobs to Philadelphians, refumns
to investors and pride to the city.



March 13, 2015

Special Committee on Energy Opportunities




Key Driver of the Basis Discount

Marcelius shale gas prices has over 30% ($1/MMBtu) discount to HH and M3, of
which PGW's gas supply is priced

Large discounts from Marcellus is expected to continue over the next few years
until pipeline capacity coming on line from Marcellus to east coast

Philadelphia and New Jersey’ gas supply is further limited by indirect access to
interstate pipeline and lateral pipeline capacity limit

Current Leidy Hub Dynamics

$6.0 - Unit Natural Gas Price
12 months forward
$4.0
$2.0 L
mo.o i T T T ¢
Dominion South M3 Henry Hub PGW

Note: PGW's price is current gas Price To Compete as of Jan.2015
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Modernized system allows current & new
customers to install Combined Heat & Power

Allows high usage customers (hospitals/
universities) to buy more gas which reduces
the rate for residential customers

Provides for Compressed Natural Gas (CNG)
for fleet & private vehicle fueling centers

Potential to use regional energy (Marcellus)

Growth for Philadelphia
+ New industry

+ Expansion of existing industry

Growih = Increased Tax Base = Betier Schoo
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US Energy Consumption (2013) by Source

100%

80%
60%
40%
20%

0%

Residential Commercial  Industrial Transportation Total
& Petroleum Liquids @ Natural Gas # Coal
Nuclear A Biofuels B Renewables
# Electricity

Use of natural gas is $1.5 per GDE less
expensive The Delaware Valley savings at 10%
conversion is ~$200 million per year.

Natural gas as transportation fuel eliminates
SOx/NOx and particulate matte while reducing
greenhouse gases by about 25%

Replace Liquid Fuels:
Replace Coal in
power generation
Create new demand




Economic |

evelopment

facility Build pipeline capacity

Build truck & rail fueling
facilities at plant &/or
intermodal yard

' Build marine bunkering
. facilities

Develop local LNG markets - refrigeration
(e.g. at port), high horsepower (e.g.
construction equip), industrial (e.g.
chemical)




m P3 Framework Comparison

Cash Proceeds

Social
Programs

Labor

City Liabilities

Economic
Development
Plan

Cast Iron
Replacement

(current situation)

$18 M annual dividend

City & PUC oversee
$130 M annual
program

Municipal Employees
All liabilities on the City
balance-sheet

Concentric proposal

88 years

Private ownership

$420 M one-time net
proceeds

City would lose control

Opposed, reduction of
300 employees

City bears risk of pre-
close pension liability

Not submitted

Uncommitted

P3 Alternative
(Private Public

Partnership)

$18 M dividend +$420 M
net proceeds

City, PUC & Business
manage the program

Stakeholder, new
union jobs

No liabilities on the City
balance sheet

Philadelphia Energy
Hub Economic Plan

25 year integrated
program




VASQUEZ FINANCIAL, LLC.

Philadelphia City Council March 13, 2015
Hearing: Special Committee on Energy Opportunities

Dear Council Members:

[ am honored by this opportunity to present some suggestion on maximizing the value of Philadelphia Gas
Works for the City and for its’ existing and future ratepayers. Attached | is a summary on my company and
my background in the finance and energy sector.

| agree with the current sentiment that a “new” PGW with the right vision, structure, and managers could
substantially improve service and reliability for ratepayers, as well as help the City and surrounding region
grow into a major energy center. | believe the City can best exploit PGW’s value by a carefully guided
conversion of PGW into a for-profit company or companies. Those assets should be strategically
positioned in a process which combines a potential sale in the public markets through an PO and
negotiations with petential partners.

PGW is far more than a gas local distribution company/utility; it has several key assets in its Liquefied
Natural Gas (“LNG") facilities and port access along the riverfront that make PGW potentially far more
valuable to the City and investors. Given the energy renaissance going on in the Marcellus and Utica
natural gas shale regions, the City has the unique opportunity to use these assets, along with its major
transportation networks, and access to some of the best educational institutions In the world, to make
Philadelphia a major natural gas exporter/jobs juggernaut.

The City may need public-private partnerships (“P3”) or joint ventures {“Jv") to best position the assets to
accomplish the City's strategic objectives. However, a pre-positioning of PGW can optimize the benefits
to the City and allow the City to negotiate the P3 or IV on a value added basis, effectively separating
management, technology and capital cost contributions {as well as realizing a number of other very
important benefits). Consequently, the center point of the City's strategy should be pre-
positioning/converting the PGW public ownership into a “for profit” entity or entities that could sell a
minority stake (20%) to the general public through an initial public offering (“IPQ"), The balance of the
ownership shares can be held by the City, or sold in a secondary offering, or used in a merger. i.e., similar
to what New York State did with Ernpire Blue Cross over a decade ago.

Based on recent financial data from Zack Investment Research/Google Finance {Attachment 11}, general
local distribution companies which operate mainly in the regulated downstream market appear to have
price-earnings ratios in line with UIL Holdings’ $1.86 Billion offer for PGW (now withdrawn). In fact, UIL
Holdings which is primarily a gas and electric distribution company/utility has a P/E ratio of about 21 times,
market capitalization of $2.5 billion, and gross revenues of 51.6 billion.

Alternatively, companies that are involved in the mid-stream energy market, i.e. natural gas liquefaction
and/or transport (pipeline) to the downstream market have P/E ratios significantly higher by orders of
magnitude of 3 to 5 times. The “0Qil/Gas Distribution” sector on an NYU data table, updated January 2015,
provides price/earnings (P/E} ratios for a sample of 85 public companies. These companies are basically
in the mid-stream distribution market, i.e. natural gas liquefaction and/or transport {pipeline) to the
downstream market. The current P/E ratios in the table, for this mid-stream segment, range from 72 to
113 times. This suggests that investors are putting a high value on them because of their potential high

Frankvasquez@v-financial.cam
(570) 407-0226
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growth rates and for not having yet reached their full earning potential. Notwithstanding the age and
logistical issues related to PGW's storage and liquefaction facilities, important intrinsic and synergistic
values may exist.

There are a number of venues that could be used to implement the above suggestions. One would be an
integrated approach with the creation of a Trust or a Fund to handle the sale, asset management, and
conversions of PGW ownership. The entity should be supported by a clear statement of objectives and
authority. The work effort should include the identification of stakeholders, followed by an expanded
situation analysis. The analysis should provide an understanding of whether the potential profit centers
within PGW are more valuable separately or together. The analysis should also include supply demand,
suitability, and risk assessments for each profit center. The expanded situation analysis should lead into a
strategic plan, with identification of alternatives for review with stakeholders and ultimately
implementation.

I look forward to discussing this approach further with you when we meet.
Sincerely

Frank Vasguez
Chief Executive Officer
V-Financial, LLC.

Frankvasquez@v-financial.com
(570) 407-0226
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ATTACHMENT I

VASQUEZ Financial, LLC. isa program management and advisory entity. Specialties are in the
energy and transportation sectors, strictly focused on governmental and institutional clients.
We provide program management, valuation, and funding advisor services to initiatives in each
of these sectors.

The firm is lead by Mr. Frank Vasquez:

Mr. Vasguez has in excess of 30 years’ experience in Public and Corporate Finance and in
project development. He has advised and assisted his clients in executing bend and equity
transactions, privatizations, and public private partnerships.

Mr. Vasquez served as a Senior Managing Director (partner level) in Bear Stearns’ Public Finance
department for over a decade. His experience in Municipal finance, includes general obligation,
revenue, and project financings. He has been a leader in a variety of creative and complex
financings including leveraged lease financings, project finance of public power plants,
securitization of receivables, etc.

Mr. Vasquez has served as the lead advisor to a number of important capital markets initiatives,
including structuring and execution of a numher of initiatives such as a major LNG terminal, a
500 Mega-watt combined cycle power plant, a 450 Mega-watt coal fired power plant, etc. Mr.
Vasquez also conceptualized, developed, and financed a very successful optical fiber
telecommunications company.

Mr. Vasquez was one of the five members of the board of the unstaffed New York State Public
Asset Fund (NYSPAF), which was responsible for optimizing the financial benefits of converting
not-for-profit health care insurance companies to for-profit entities. NYSPAF produced major
capital benefits for the State, well in excess of any prior expectations. Mr. Vasquez also
participated in the development of policies and programs, which facilitated a strategic series of
very successful innovative equity hedges, and provided guidelines and oversight for the
conversion of not-for-profit HMO's to for profit entities utifizing IPO market and merger
alternatives.

Mr. Vasquez was a former member of the strategic planning groups of one of the largest utilities
in the United States and also served in a similar capacity in the headquarters strategic planning
unit of one the largest energy suppliers worldwide.

Educotion

Mr. Vasquez is a graduate of New York University (NYU) Graduate School of Business
Administration (MBA) and a graduate of Polytechnic Institute {NYU) with a BS in electrical
engineering. Mr. Vasguez has also completed the master’s equivalent program in power
systems management,

Frankvasquez@v-financial.com
{570) 407-0226



VASQUEZ FINANCIAL, LLC.

Other: Mr. Vasquez is regularly involved in civic and charitable activities. He is a former board
member of the Puerto Rican Legal Defense and Education Fund, and is affiliated with a number
of charitable organizations.

Frankvosquez@v-financial.com
(570} 407-0226
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ATTACHMENT It
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@ Chariot Companies

TESTIMONY TO THE CITY COUNCIL OF PHILADELPHIA
SPECIAL COMMITTEE ON ENERGY OPPORTUNITIES
MARCH 13, 2015

Jolm A. Henry, Jr.

Itis a rare honor in this life to work with a few of your heroes. Ernest Green is one of my heroes. On September 25,
1857, Emie Green was the lone senior among courageous children, the “Little Rock Nine,” who risked his life to
attend Central High School in Little Rock, Arkansas.

Now, | have to imagine that when a young Ernie Green woke up that morning in 1957 and made his way to Central
High School confronted by a hostile crowd and escorted by the Screaming Eagles of the 101t Airbome, heroics
were not on his mind. This conflict was not a clash of armies, but rather, a clash of wills; a contest to determine
what lies at the core of America. The 1954 Brown v. Board of Education decision eliminated racial segregation in
public schools, but Emie’s courage tested the strength of that decision. No matter how much doubt, anticipation and
fear was in the air, nothing was going fo prevent him gaining access to “equal” educational opportunities — not
even enduring daily harassment and violence.

And because of people like Ernie Green, the principle of a just and fair America and an inclusive America - that
ideal ultimately triumphed. His actions not only mobilized Americans to ensuring that access fo a quality education
was granted to all Americans, but they helped to define the civil rights movement.

Emie Green's decision in 1957, led African-Americans and other civil rights leaders on a mission to change America.
Emie Green's legacy and work continues today by serving on the Board of Managers of my company, Chariot
Companies. He embodies the spirit that plain and humble people — unsung, the overlooked, the dreamers not of
high station, nor born to wealth or privilege, can shape history.

Council President Clark, members of City Council and Members of the Special Committee on Energy Opportunities
I invite you {o channel the spirit of the plain and humble — become “history-makers™ —define the Philadelphia Energy
Hub movement by reshaping the socio-economic landscape of Philadelphia for generations to come. City Council
must ensure that our youth, especially children of color, are equipped with the knowledge and skills they need to
become future leaders and participate in Philadelphia's emerging new energy economy.

A movement is indeed afoot, in Philadelphia. Forged in the crucible of social equality and economic opportunity,
Chariot Companies stands on the shoulders of giants like Ernie Green and others by seeking to transform
Philadelphia Gas Works through Public Private Partnership (P3) with the City of Philadelphia. Empowered by
Marcellus Shale, the region is in the nascent stages of an emerging new energy economy promising to bring growth
and prosperity.

Aﬁticipating a Philadelphia Energy Hub, Chariot began a journey in 2011, which seeks to address Philadelphia’s
systemic challenges generally, and more particularly, those facing PGW. We seek to serve new needs, improve

1650 Market Street, Suite 3600 Philadelphia, PA 19103 267.908.6152 (o) 267.908.6153 {f) www.chariottcompanies.com 1



TESTIMONY TO THE CITY COUNCIL OF PHILADELPHIA SPECIAL COCMMITTEE CN ENERGY OPPORTUNITIES
MARCH 13, 2015

efficiencies, create differentiation and competitive advantages and expand markets while changing the socio-
economic landscape of all Philadelphians. The new PGW P3, if in the hands of the right visionaries, can indeed
make Philadelphia a jobs juggemaut. | believe that Chariot is the right visionary.

Companies have often overlooked opportunities to meet societal needs and misunderstood how societal harms and
weaknesses affect value chains. Their field of vision has simply been too narrow. What has been missed is the
profound effect that People, Place and Process can have on productivity and innovation.

Council President Clark, members of City Council and Members of the Special Committee on Energy Opportunities,
there are places and moments in Philadelphia’s history that have shaped America's destiny; but, perhaps, none
greater than the decision you consider today - whether to support Philadelphia as an Energy Hub and, to the extent
that you do, what P3 opportunities exist with PGW that can: (i) maximize operational efficiencies; (ii) generate new
revenues; (iii) provide strategic visioning for an Energy Hub; and (iv) "bake-in” economic and social benefits to alf
Philadelphians.

With such an effort, we can make sure our new energy economic system serves all and not just some. Together,
we can raise the level of economic prosperity in the region for all Philadelphians. Together, we can address unfair
and often times unequal workforce opportunities through Chariot Labs and STEAM-based education. Together we
can reduce poverty rates in Philadelphia and demolish barriers to opportunity by making sure that every
Philadelphian willing to work in the new energy economy has access to pathways for targeted energy industry
education, workforce development and life-skills training and other wrap-around services. These pathways lead to
an energy career, a generous wage and sturdier rungs on the ladder into the middle class.

There are many opportunities, both to leverage a PGW P3 to use the natural resources, infrastructure and
geographic location of Philadelphia to create an economic vehicle that will impact all sectors of the Philadelphia
economy and social fabric. “A true energy hub creates value by connecting things in ways that makes them worth
more than the sum of the parts.”

In our P3 effort, each party brings different skills and resources to hear on developing programs that are more
powerful than any program that either party could develop alone by coming together to develop new practices. Our
shared value creation model powers change not just at the level of an organization or industry, but also the entire
value chain in diverse ecosystems.

There are 5 conditions of collective impact that must guide our P3: (i) Common Agenda; (i) Shared Measurement;
(iii) Mutually Reinforcing Activities; (iv) Continuous Communication; and (v) Backbone Support.

A Chariot P3 could deliver avenues for creating shared value that are mutually reinforcing:

A Enhancing the cluster enables more local procurement and less supply chains;

B. New products and services that meet social needs or serve overlooked markets requires new value
chain choices in areas such as production, marketing and distribution; and

C. New value chain configurations will create demand for equipment and technology that promote and

save energy, conserve resources and support communities.

Diversify PGW’s Gas Supply Portfolio

» The potential to lower the cost of gas to PGW results in lower customer gas bills, especially for those
struggling to pay their bills.

s PGW will benefit from lower CRP costs and a reduction in bad debt expense. (Utility Trust Fund White
Paper)

1650 Market Street, Suite 3600 Philadelphia, PA 19103 267.908.6152 [0} 267.908.6153 (f) www.chariotcompanies.com 2
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Optimize the Value of PGW's LNG Assets

Building a world-scale LNG expansion project at the Richmond Port Terminal and promoting fully developed
and integrated downstream supply chains to monetize “dry" gas through storage, commercial sales and
other outlets.

PGW can expand its liquefaction capacity to improve the overall design of its LNG facilities, support on-
system sales growth, and increase its ability to serve emerging off-system LNG markets.

Opportunities like the sale of LNG involve competitive markets and execution risks that differ from and
riskier than traditional utility services, Chariot brings the capital and marketing competencies to a P3 and is
willing to assume these risks.

Assist PGW Customers Use Gas More Efficiently

PGW has 70,0000 low-income residential customers enrolled in the Customer Responsibility Program
(CRP) and nearly 23,000 customers in its Senior Citizen Discount program (SCD) at an annual cost of
$80M. In 2013, the average customer had average annual usage of 125 Mcflyear as compared to 76
Mcfiyear for other customers.

A Chariot P3 wili ensure that PGW efforts to reduce CRP customers’ usage since their bills are based on
theirincome level, rather than on the amount of natural gas they use. We are uniquely qualified and possess
the expertise to design and implement programs that target these qualifying customers.

Passion is the currency of creation. The energy that comes with diverse stakeholders collaborating to address
specific community issues can be a powerful force for change. That's why we advocate with so much passion and
conviction — because we know our efforts matter. Time is of the essence.

Chariot is managed by a seasoned team of energy, infrastructure, real estate and investment professionals who
average more than 30 years of experience in each discipline. We bring a wealth of diverse, world-class expenence,
insight and agility, entrepreneurial spirit, and shared value creation to a PGW P3. To follow are a few highiights of
our team:

© 0 ND O WN

—
e

First African American Chairman of the PA Public Utility Commission

Executive Deputy of the New York State Public Service Commission

“75 Most Powerful Blacks on Wall Street”

Executive Committee of the Congressional Black Caucus

Congressional Gold Medal, the highest honor given to U.S. citizen

White House Task Force on Minority Business Enterprises

Presidential Appointment as Assistant Secretary of Labor (Carter Administration)
Presidential Appointment as Assistant Secretary of Education (Clinton Administration)
Presidential Appointment as Associate Director of Outreach for White House Office of Faith-Based and
Community Initiatives Secretary of Education (G.W. Bush Administration)

Presidential Appointment to Overseas Private Investment Corporation

Now, | want fo transition to Dr. Ceci Cardesa-Lusardi, Chariot’s Chief Strategy Officer. She will share our STEAM-
based Energy Action Plan that reconnects working-class families to Philadelphia’s economic renaissance.

1650 Market Street, Suite 3600 Philadelphia, PA 19103 267.908.6152 (o) 267.908.6153 {f) www.chariotcompanies.com 3
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Dr, Ceci Cardesa-Lusardi

Thank you, John.

My name is Dr. Ceci Cardesa-Lusardi and | serve as Chariot's Chief Strategy Cfficer. Thank you City Council President Clarke
and members of City Counc for allowing me to walk you through Chariot's Action Plan for Building an Energy Workforce
Readiness Pipeline.

Philadelphia's energy hub promises an abundance of jobs available in our city. We buy into that proposition but as a minority-
owned organization we cannot help think about where those jobs will come from, what are the requirements and who will fulfil
them, which begs the question of a closer look into job creation upstream and downstream in the cantexf of Philadelphia’s
poverty levels,

In light of these facts, Chariot has designed a pipeline for building a workforce development and readiness training through its
Summer Energy Academy.

The S.E.A. is our Energy Action Plan creates new or improved workforce development programs providing a tailored science,
technology, engineering arts and math (STEAM) enriched educational platform connecting supply chain needs, secendary
and post-high school training programs, internships, life skills and wrap- around services to meet anticipated demand for
employment in the energy industry.

Through a P3 with the US Department of Energy and with Junior Achievement, the S.E.A. is an intensive 130-hour certificate
training for high school students to dive deep into STEAM education tailored to the local energy industry with two ultimate
goals: it leads to a diploma at the end of the 6 weeks and it serves as a feeder to industry players in our area by introducing
students to the secior through our curriculum, a series of speakers of color, field trips, internship and apprenticeship
opportunities, design a student-run Energy Summit, and learn about career pathways in the energy sector from a STEAM
perspective.

Forindustry participants, it is an action plan for dealing with ils aging population, especially among employees of color, and a
pipeline for talent development, talent development and mentoring opportunities as well as good corporate social
responsibility. The S.E.A. also offers life-skills, financial literacy and exposure to the Arts,

For 7 and 8" graders, the S.E.A. is a 3-day after-school program in 7 locations throughout the city to serve those middle
schools with tailored STEAM-based curricula in partnership with Junior Achievement and our stakeholders.

We have secured academic stewards to assist, challenge, champion and scale this initiative through our pool of PhDs - “The
Magnificent Seven” ~ who have aided in the vetting of the curriculum.

The S.E.A. Brain-Trust includes faculty and staff from Temple School of Engineering; Drexel University; The Franklin Institute;
Wharton Social Impact Initiative, Wharton Initiative on Global Environmental Leadership and myself,

All of us are uniquely qualified in our respective fields to integrate STEAM education into workforce readiness in the
Philadelphia region.

We have also secured the support of the U.S. Department of Energy to utilize the SEA model as a national standard of STEAM-
based education as a platform to careers in energy.

The DOE's support inciudes Chariot becoming a DOE-certified delivery model system as well as our expomng SEA to
emerging markets in both Latin America and Africa.

The Summer Energy Academy will be housed at Stadium Village, which is anchored in the West Allegheny section of
Philadelphia. Stadium Village is a propased $260Miliion {ransit-oriented-development initiative along 45 contiguous acres of
iand generating over 3,000 fulltime and temporary jobs.

1650 Market Street, Suite 3600 Philadelphia, PA 19103 267.908.6152 {0} 267.908.6153 {f) www.chariotcompanies.com 4
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This 1.2 Million square foot facility will not only provide mixed-used, mix-income housing to Philadelphians but it will also house
Chariot Labs - workplace education program that teaches managerial, organizational, and interpersonal skills to low-wealth
youths and young-adults. Through Chariot Labs, participating students acquire communication, time management, and
decision-making skills, as well as knowledge abaout topics such as financial literacy, life-skills, and healthcare. By including
content related to both work and personal, the program addresses the issues that many Fhiladelphians face in an integrated
way.

Chariol is answening the call on an energy hub that considers not just the economics of a P-3 but also the role of education
and workforce development systems. We need to ensure that resourcing worker readiness is as high a priority as resourcing
infrastructure to raise the returns to investors.

By partnering with Chariot in programs d‘esigned to create shared value, PGW increases the likelihood that its programs will
be not only financially and operationally sustainable, but also fransformative for low-wealth communities benefitting all PGW
ratepayers.

Working with community stakeholders is a pawerful way to afign corporate economic empowerment programs with efforts fo
advance low-wealth communities at a grassroats level.

By working with these organizaticns, Chariot has enhanced its ability to work in a holistic way on the challenges that prevent
Jow-wealth communities from realizing their full potential.

The social and cultural issues that affect low-wealth communities ability to benefit from an energy hub in Philadelphia lie
outside their core business expertise. Itis for this reason that John founded Chariot Companies and brought our team together.

For us at Chaript, shared-value creation is not an afterthought on a one-off uility transaction. Public Private Partnerships are
also about People, Place and Process.

We invite Coundil o join us in a P-3 as energy industry proponents to listen to the communities that stand to gain the most in
a transformative manner for generations to enjoy.

| encourage City Council to look squarely at the PGW P3 as a means to catalyze a workforce renaissance, grow
new revenue streams and shore-up operational challenges. Philadelphia must strive to deliver solutions for all
Philadelphians, not just some, to participate in its growth and prosperity. If we want to honor the courage of Ernie
Green, and other civil rights leaders, then all of us are called to possess their moral imagination. All of us will need
to feel as they did the fierce urgency of ‘right now." All of us need to recognize as they did that change depends on
our actions, on our attitudes, and the things we teach our children. And if we make such an effort, Philadelphia will
be restored to greatness and City Council's decision to P3 with Chariot will reverberate through the ages as multi-
generational prosperity will be secured for ALL Philadelphians.

We are happy to answer any questions that you may have at this time.

1550 Market Street, Suite 3600 Philadelphia, PA 19103 267.908.6152 (0} 267.908.6153 {f} www_chariptcompanies.com 5
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Ernest G. Green

U.S. Assistant Secretary of Labor for Employment and Training
Former Managing Director of Public Finance for Barclay’s
Capital {formerly Lehman Brothers)

"75 Most Powerful Blacks on Wall Street” Black Enterprise
Magazine

Director of A. Philip Randolph Education Fund

Chairman of the Historically Black Colleges and Universities
Capital Financing Advisory Board

NAACP Spingarn Medal

National Urban League’s Frederick Douglas Freedom Medal
Congressional Gold Medal

Quality Education for Minorities (QEM) Network

Chariot Companies Board of Managers




[n sy view, Chanot Companies is addressing one of the last vestiges of the civil rights movement -
a movemnent in which | played a small part. At a time when Philadelphia is establishing itself as an
Energy Huh, the potential for Philadefphia’s low-wealth communities to benefit from, and
participate in, the potential econamic watershed emerging from the burgeoning energy industry is
unprecedented. A Chariot P3 will build upon established action plans and/or programs that
provide the tocls needed to overcome the barriers that have constrained Philadelphia’s
emergence a5 an Energy Hub, A partnership also will help build new markets for Philadelphia and
the LLA. by expanding trade and supparting the emergence of middle-class consumers, And we
know that stable economies are less vulnerable to crises and crime.

Accordingly, T beheve that Chariot Companies has the vision, experience and only comprehensive
action plan to provide unprecedented, narrowly tailored strategies and solutions to a P3 with the
City of Philadelphia. | appreciate your time and attention, and respectfully ask that if you have any
questons, comments, or concerns, please {eel free to contact me directly.

Sinceredy,

1

[
o i £

Ernest G, Green
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A movement is afoot in Philadelphia. Empowered by Marcellus Shale, the region is in

the nascent stages of an emerging new energy economy promising to bring economic
growth and prosperity.

In anticipation, Chariot sparked a synergistic movement in 2011 to serve new needs,
improve efficiency, create differentiation and competitive advantages and expand
markets, while also changing the socio-economic landscape of all Philadelphians




The new PGW, if it’s in the hands of the right
visionaries, can leverage Philadelphia’s location,
educational institutions and transportation
networks—including its world-class ports. The
responsible build-out of those LNG facilities...
would make Philadelphia a jobs juggernaut...
That translates into growth for all to share,
jobs, and increased tax revenue for the city and
its schools.

Michael Krancer, Esq.,
Energy Leader at Blank Rome, and former Secretary
of The PA Department of Environmental Protection.

o fvrers farbes.com/fsites/michaalkrancer/2014/02/26/how-philly-becomes-the-silicon-valley-of-anarpy-if-it-
nails-the-sale-of-philadelphia-gas-works/
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Moving to a more integrated approach to empowering Philadelphia working class families and
people of color is not an easy approach for the oil and gas industry. The social and cultural issues that
affect these communities’ ability to benefit from an energy hub in Philadelphia lie outside their core

business expertise.

Companies have often overlooked opportunities to meet societal needs and misunderstood how
societal harms and weaknesses affect value chains. Their field of vision has simply been too narrow.
What has been missed is the profound effect that People, Place and Process can have on productivity

and innovation.




“Poverty affects not just the poor but the
entire city in terms of lost resources and
revenue spent on related services...Even
the most affluent Philadelphians who have
little fear of ever becoming poor are paying
for the city’s poverty...it is essential to
provide a well-educated workforce that
attracts employers. Investing more in
education is a crucial ingredient in reducing
poverty.”

Alexandro A. Alvarez

http://mobile.philly.com/newsfopinion?wss=/philly/opinion&id=294465641
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The U.S. energy sector is a massive enterprise
of interconnected and interrelated systems.
Philadelphia is fortunate to have a network of
celebrated national labs and universities,
sophisticated financial industry, and talented
entrepreneurs supported by incubators and
accelerators.

Within this diverse ecosystem, there are many
opportunities, both to leverage a PGW Public
Private Partnership (P3) to use the natural
resources, infrastructure and geographic
location of Philadelphia to create an economic
vehicle that will impact all sectors of the
Philadelphia economy and social fabric.
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"What is an energy hub? Let’s start with what it is not.
An energy hub is not a business plan. That means itis
not just about building pipelines to bridge an
infrastructure gap that would benefit a limited set of
firms. Nor is an energy hub a sectoral strategy. That
means it is not just about a set of inter-industry
connections creating a value chain stretching from
upstate and upstream gas wells to gathering pipelines
to processing and storage facilities to transmission
pipelines to more processing and storage facilities to
distribution pipelines to consumers of fuel and
feedstock to producers and consumers of
intermediate and final products...A true energy hub
creates value by connecting things in ways that makes
them worth more than the sum of the parts. The hub
is... the center of a wheel connected to gears that
transform the same pedal power into higher speeds.”

Dr. Mark Alan Hughes,
Director, Kleinman Center for Energy
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In the traditional market-based approach, each link in the value chain is essentially
transactional. In contrast, Chariot’s shared value creation model is a strategy of
creating economic value in a way that creates value by addressing society’s needs and
challenges. Change occurs not just at the level of an organization or industry, but also
the entire value chain in diverse ecosystems.

In our P3 effort, each party brings different skills and resources to bear on developing
programs that are more powerful than any program that either party could develop
alone by coming together to develop new practices.

We must, with surgical precision, define the objectives, outcomes, measurements and
oversight of the P3,

Societal
needs, not
just
conventional
economic
needs define
markets, and
social harms
can create
internal
costs.




The Five Conditions of Collective Impact Through P3

Common Agenda (shared vision for change that includes a common understanding of the problem and a joint
approach to solving the problem through specific agreed upon actions)

Shared Measurement (All agree on ways success will be measured and reported, with a list of indicators identified and
used for learning and improvement)

Mutually Reinforcing Activities (A diverse set of stakeholders across-sector and industries, coordinate a set of
differentiated activities through a mutually reinforcing plan)

Continuous Communication (Frequent and structured open communication to build trust, assure mutual objectives,
and create common motivation)

Backbone Support (An independent, funded staff dedicated to the initiative provides ongoing support by guiding the
initiative’s vision and strategy, supporting aligned activities, establishing shared measurement practices, building public
52__5 mQ<m30m3m ﬁO_mﬁ,\‘ and BOU___N:.._W —,mwOCﬂﬁmmU. Source: Collective tnsights for Collective Impact; Stanford Social innovation Review (2015)




A P3 with Chariot could deliver 3 avenues for
creating shared value that are mutually
reinforcing:

-
e
g
e .
e e

. (i} Enhancing the cluster enables more local
procurement and less dispersed supply

chains;

(i) New products and services that meet sociali
needs or serve overlooked markets requires
new value chain choices in areas such as
production, marketing and distribution; and

ii) New value chain configurations will create
demand for equipment and technology that

promote and save energy, conserve

resources and support communities.
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Grow top-line and net revenues from
traditional regulated services and emerging
competitive market opportunities thereby
optimizing the value of PGW’s LNG Assets.




Diversifying PGW’s gas supply portfolio

could potentially lower the cost of gas,

resulting in lower customer gas hills,

especially for those 70,000 Philadelphians
struggle to pay their bills.

o
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Increase energy efficiency of all PGW
customers with a particular focus on those
enrolled in the Customer Responsibility
Program.




Economic and social imperatives require that
energy innovation and deployment be an
integral part of Philadelphia’s new energy

economy. Investments in a broader set of
energy innovation and deployment strategies
and opportunities have the potential to
generate a much wider range of positive
outcomes that benefit all Philadelphians and
PGW ratepavyers.

It is time that the link between our market
based energy actions be welded to a policy of
ensuring that Philadelphians can afford enough
energy to keep their home safe family healthy
(Appendix A: Utility Trust Fund White Paper).




Passion is the currency of creation and the energy that comes with diverse stakeholders
collaborating to address specific community issues can be a powerful force for change.

Chariot is managed by a seasoned team of energy, infrastructure, real estate and investment
professionals who average more than 30 years of experience in each discipline. We are a local
minority-owned firm with a real live stake in Philadelphia. We have a shared-interest and stake
in improving the lives of ALL Philadelphians.




The members of our Executive Team, Board of Managers and our Advisory Board bring a wealth of
diverse, world-class experience, insight and agility, entrepreneurial spirit, track record of fiduciary
responsibility and shared vision into dedication, transparency and shared value creation to a PGW P3.




Recognition and Highlights of Executive Team — Energy

* First African-American Chairman of the Pennsylvania Public Utility Commission

* Expert testimony in international arbitration proceedings regarding energy sector
disputes in Latin America, China, Canada, Federal Energy Regulatory Commission,
the Ontario Energy Board, and state public utility commissions.

 Senior Technical Advisor to the U.S. Department of Energy

* Executive Committee and Board of Directors of the Independent Power Producers
of New York and Electric Power Generation Association of Pennsylvania

* Energy Star Award for Excellence Energy Efficient Affordable Housing from the U.S.
Department of Energy and Department of Housing and Urban Development



Recognition and Highlights of Executive Team — Financial Expertise

« “75 Most Powerful Blacks on Wall Street,” Black Enterprise Magazine
* Past Chairman of the National Association of Securities Professionals

* Representative for the U.S. Department of State at the United Nations Trade and Development
Conference

Recognition and Highlights of Executive Team — Community, Economic Development

United Nations Commission on the Status of Women (515t & 57t Sessions Delegate)

Executive Committee of the Congressional Black Caucus Institute’s 215t Century Council

Executive Deputy of the New York State Public Service Commission

Secretary of Education appointment as Chairman of the African Development Foundation




Recognition and Highlights of Executive Team — Presidential Appointments

Congressional Gold Medal, the highest honor given to a U.S. civilian (Clinton
Administration)

White House Task Force on Minority Business Enterprises (MBEs)

Presidential appointment as Assistant Secretary of Labor (Carter Administration)
Presidential appointment as Assistant Secretary of Education (Clinton Administration)
Presidential appointment as Associate Director of Outreach for White House Office of
Faith-Based and Community Initiatives (Bush Administration)

Presidential appointment to the Board of the Pennsylvania Avenue Development
Corporation

Presidential appointment to the United Service Organization

Presidential appointment to Overseas Private Investment Corporation




Time and the changes in demographics they bring will affect the energy industry’s workforce. For
Philadelphia to embrace an energy hub and the advances it brings, it must also adopt strategies that

will benefit working-class communities.

Forecasting a proliferation of new businesses employing high-paid workers to produce
petrochemicals, plastics, fertilizer, methanol, and motor fuels— all from natural gas, our Energy Action
Plans create new or improved workforce development programs providing a tailored science,
technology, engineering arts and math (STEAM) enriched educational platform connecting supply
chain needs, secondary and post-high school training programs, internships, life skills and wrap-
around services to meet anticipated demand for employment in the energy industry.




Building The Energy Workforce Readiness Pipeline

FACTS

!

Phitadelphia is the poorest among the nation’s 10 biggest cities.

26 percent of Philadelphians, or nearly 395,000 residents are living in poverty.

15 percent of adults and 5 percent of children do not have health insurance.

39 percent of Philadelphia’s children live in poverty.

2/3 of Philadelphia’s children are eligible for child-care subsidies, yet only 1/3™ receives them.

20 percent of Philadelphians eligible for food stamps or the Earned Income Tax Credit aren’t enrolled.
Each vear, 86,784 students drop out of the School District of Philadelphia, the eighth largest school district
in the U.S. by enrollment — 131,362 students in public schools and 60,774 students in charter schools.
Many of the students who finish high school do not successfully transition into post-secondary education
or livable-wages. And the stakes are getting higher: by 2018, an estimated 63 percent of jobs will require
post-secondary education.

Only 29 percent of Americans rated their country’s K-12 education in science, technology, engineering and
mathematics (known as STEM) as above average or the best in the world.

By international standards, our performance in science is even worse. According to results from the most
recent PISA assessment (released in 2012), 15 year-olds in the U.S. ranked 35th out of 64 countries.




Chariof |

summer enerqy academy

Chariot Summer Energy Academy (SEA), is a
workforce development program providing a tailored
science, technology, engineering, arts, and math
(STEAM) enriched educational platform connecting
supply chain needs, secondary and post-high school
training programs, internships, life skills and wrap-
around services to meet anticipated demand for
employment in the upstream, midstream and
downstream segments of energy industry (Appendix
B: Summer Energy Academy Program).

It is a systems thinking
approach to energy and
environmental education.

It is an action plan for
dealing with concerns over
the aging of workforce
population in energy

It is a tool for the transfer
of organizational memory
and talent development at
a corporate level

It insures a qualified
workforce replacement
pipeline through the
adoption of internationally
benchmarked STEAM-based
curricula.




Chariot Labs, a proposed 20,000-sf state-of-the-art
innovation and educational facility is located at
Stadium Village, a proposed $260MM transit-
oriented development situated on 45-acres with
782 market-rate and affordable multifamily
housing units, a 115,000 square foot vertical urban
farm and 140,000 square feet of retail space.

Stadium Village is expected to generate 2,060 full-
time temporary jobs and 1,290 ongoing full-time
jobs according to an economic impact analysis.

Chariot Development is to receive a $S40MM direct
line-item appropriation under RACP for the
redevelopment of Stadium Village, which provides
redevelopment and capital assistance for
transformative and innovative projects.
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Trusted community members. We are a community
development entity. We have broad and deep networks and
a high degree of trust among members of those
organizations.

Strategic, culturally grounded players. We understand the
cultural, social, political, business and religious obstacles to
creating change.

Experienced Navigators. We have extensive experience in
steering our way through business and community issues.

Partner Program Providers. We collaborate with numerous
partners to collaborate on multi-faceted issues that impact
working class families.

Cost-Efficient Partner. Chariot is a highly efficient service
provider.







Headquartered in  Philadelphia, PA, Chariot
Companies, LLC is a minority-owned, mission-based
diversified community development entity with five
core business platforms focused on economic, social
and racial equity. We bring creative, thoughtful and
innovative win-win strategies, designs and structures
to communities leading to shared-value, job-creation
and sustainable economic growth.



Caw Dernhack

Food & Water Watch is a national advocacy organization working to
champion healthy food and clean water for all. To that end, we are
extremely concerned regarding the plan being put forward by
Philadelphia’s oil and gas industry, to scale up fossil fuel infrastructure
in and around our city. This plan means more oil trains, pipelines, trucks
and barges transporting dangerous and explosive fossil fuel materials in
and out of our city. It also means more harmful air pollution coming
from the refineries that are already the leading sources of air pollution
for our city. Overall, this vision spells a Philadelphia that is unhealthy

and unsafe for its residents.

But the reason I am hear today is to voice concern that this plan
threatens Philadelphia’s fiscal health through its reliance on public-
private partnerships that are risky for the city. Food & Water Watch has
a good deal of expertise on the issue of public-private partnerships
through our work on water privatization, which increasingly presents

itself in the form of public-private partnerships.

Public-private partnerships are intrinsically risky for municipalities, as

they disproportionately expose the public side of these deals to risk.



Limited liability corporations can shield themselves from the fallout of
financial, environmental or public safety catastrophes. Academic
reviews of public-private partnerships have found “many US PPPs are a
means of transferring investment risk from the private sector to the
public sector.” In addition to uncontrollable market forces or
accidents/catastrophes, complexity and uncertainty involved in public-

private partnerships leaves municipalities at an inherent disadvantage.

Public-private partnerships involving fossil fuels and energy
infrastructure represent an increased level of risk due to their potential
for accidents with large environmental or public health impacts. Natural
Gas pipeliﬁes leak or Liquefied Natural Gas being transported on trucks
can leak and explode. This is one of the reasons why energy ventures
are frequently moved forward using special purpose vehicles such as

LLCs.

We don't need to look very far to see what this looks like, Harrisburg
has been crippled by debt resulting from a badly planned deal intended
to increase the city’s revenues by making upgrades to its incinerator.

Harrisburg’s public-private partnership around the incinerator was



meant to create a cash cow for the city. Instead, it dragged the city into
receivership. Now, proponents of Philadelphia’s oil and gas industry are
presenting Council with public-private partnerships that could flood the
city’s coffers with new revenue from environmentally. This sounds

eerily similar to Harrisburg's incinerator.

It is important to remember that these advocates from the oil and gas
industry motivated by one thing, and its not the city’s financial health,
but their own corporate bottom lines. Phil Rinaldi is the CEO of PES, not

Philadelphia.

That leads me to the third reason Council should be wary of the risk
presented in public-private partnerships to further the “energy hub”
vision. If Philadelphia should be wary of public-private partnerships
involving energy generally, they should be especially wary of working
with an LLC formed bring the Philadelphia-area refineries back from the
dead. Partnering with any LLC on energy infrastructure is a risky

proposition for a city that needs to be there for its residents in

perpetuity.



In summary, public-private partnerships are generally ventures that
disproportionately place risk on municipal actors. More specifically,
municipalities should be wary of public-private partnerships in an
energy sector fraught with risk. And even more specifically, this
municipality should be wary of partnering with limited liability
corporations such as Liberty Energy Trust and Philadelphia Energy

Solutions with a limited track record of stability.



Why #BlackLivesMatter Should Transform the

Climate Debate

What would governments do if black and brown lives
counted as much as white lives?

Naomi Klein Niews-field-value December 12, 2014

The annual United Nations climate summit is wrapping up in in Lima, Peru, and
on its penultimate day, something historic happened. No, not the empty promises from
powerful governments to finally get serious about climate action—starting in 2020 or
2030 or any time other than right now. The historic event was the decision of the
climate-justice movement to symbolically join the increasingly global #BlackLivesMatter
uprising, staging a “die-in” outside the convention center much like the ones that have
brought shopping malls and busy intersections to a standstill, from the US to the UK.

“For us it is either death or climate justice,” said Gerry Arances, national
coordinator for the Philippine Movement for Climate Justice.

What does #BlackLivesMatter, and the unshakable moral principle that it represents,
have to do with climate change? Everything. Because we can be quite sure that if
wealthy white Americans had been the ones left without food and water for days in a
giant sports stadium after Hurricane Katrina, even George W. Bush would have gotten
serious about climate change. Similarly, if Australia were at risk of disappearing, and not
large parts of Bangladesh, Prime Minister Tony Abbott would be a lot less likely to
publicly celebrate the burning of coal as “good for humanity,” as he did on the occasion
of the opening of a vast new coal mine. And if my own city of Toronto were being
battered, year after year, by historic typhoons demanding mass evacuations, and not
Tacloban in the Philippines, we can also be sure that Canada would not have made
building tar sands pipelines the centerpiece of its foreign policy.

The reality of an economic order built on white supremacy is the whispered
subtext of our entire response to the climate crisis, and it badly needs to be dragged into
the light. | recently had occasion to meet a leading Belgian meteorologist who makes a
point of speaking about climate change in her weather reports. But, she told me, her
~ viewers remain unmoved. “People here think that with global warming, the weather in
Brussels will be more like Bordeaux—and they are happy about that.” On one level,
that’s understandable, particularly as temperatures drop in northern countries. But
global warming won'’t just make Brussels more like Bordeaux, it will make Haiti more like
Hades. And it's not possible to be cheerful about the former without, at the very least,
being actively indifferent to the latter.

The grossly unequal distribution of climate impacts is not some little-understood
consequence of the failure to control carbon emissions. It is the resuit of a series of
policy decisions the governments of wealthy countries have made—and continue to
make —with full knowledge of the facts and in the face of strenuous objections.
| vividly remember the moment when the racism barely under the surface of
international climate talks burst onto the world stage. It was exactly five years ago this
week, on the second day of the now-infamous United Nations climate summit in
Copenhagen. Up until that point, the conference had been a stultifying affair, with the
fates of nations discussed in the bloodless jargon of climate “adaptation and mitigation.”
All of that changed when a document was leaked showing that governments were on
the verge of setting a target that would cap the global temperature rise at 2 degrees



Celsius (3.6 degrees Fahrenheit, more than double the amount of warming experienced
so far). This was defined as a strategy for averting “dangerous” levels of warming.

But the temperature target—pushed by wealthy nations in Europe and North America—
would likely not be enough to save some low-lying small island states from annihilation.
And in Africa, where drought linked to climate change was at that time menacing many
lives in the eastern part of the continent, the target would translate into a full-scale
humanitarian disaster. Clearly the definition of “"dangerous” climate change had more
than a little to do with the wildly unequal ways in which human lives are counted.

But African delegates weren't standing for it. When the text was leaked, the dull
UN bureaucracy suddenly fell away and the sterile hallways of the conference centre
came alive with shouts of, “We Will Not Die Quietly” and “2 Degrees is Suicide.” The
paltry sums rich countries had pledged for climate financing were angrily dismissed as
“not enough to buy us coffins.” Black lives matter, these delegates were saying—even if
this corrupted forum was behaving as if that was far from the case.

The highly racialized discounting of certain lives does not just play out between
countries but also, unfailingly, within them—perhaps most dramaticaily within the United
States. | was reminded of this while reading about Akai Gurley, the unarmed 28-year-old
black man who was “accidentally” shot and killed last month in the dark stairwell of a
Brooklyn housing project. Like the dilapidated elevator, the lighting system in the
building had been left unrepaired, despite complaints. And when that neglect of a public
institution that disproportionately serves African-Americans intersected with armed fear
of black men, the result was lethal.

When Superstorm Sandy hit New York City two years earlier, a similar
combination of forces showed its brutal face, but on a much larger scale. Housing
projects suffering from decades of official neglect were devastated by the storm, with
water and electrical systems completely knocked out for weeks. No lights. No heat. No
power for lights or elevators. But the worst part was how fear of those darkened
buildings clearly played a role in keeping government officials and relief agencies from
checking in on elderly and sick residents, leaving them stranded in high-rise buildings
without basic provisions for far too long.

And Sandy was by no means the only example of this toxic combination of heavy
weather and highly segregated neglect. “George Bush doesn't care about black people,”
Kanye West famously said, going way off script during a 2005 telethon for victims of
Hurricane Katrina. As that storm showed so nakedly, the worst impacts of extreme
weather follow racial lines with the same devastating precision as the decision about
whether to employ lethal police force.

During Katrina, it was overwheimingly New Orleans’s black residents who were
abandoned on their rooftops and in the Superdome; who did not receive emergency aid
in the earliest days; who were called “looters” when they took matters into their own
hands; who were labeled “refugees” in their own country; and who were shot by both
vigilantes and cops on the streets of their city. Race also continues to play no small roie
in determining whose homes and schools are rebuilt (or torn down, or privatized) in the
name of “building back better.”

Taken together, the picture is clear. Thinly veiled notions of racial superiority
have informed every aspect of the non-response to climate change so far. Racism is
what has made it possible to systematically look away from the climate threat for more
than two decades. It is also what has allowed the worst health impacts of digging up,
processing and burning fossil fuels—from cancer clusters to asthma—to be
systematically dumped on indigenous communities and on the neighborhoods where



people of colour live, work and play. The South Bronx, to cite just one example, has
notoriously high asthma rates—and according to one study, a staggering 21.8 percent
of children living in New York City public housing have asthma, three times higher than
the rate for private housing. The choking of those children is not as immediately lethal
as the kind of choking that stole Eric Garner’s life, but it is very real nonetheless.

If we refuse to speak frankly about the intersection of race and climate change, we can
be sure that racism will continue to inform how the governments of industrialized
countries respond to this existential crisis. It will manifest in the continued refusal to
provide serious climate financing to poor countries so they can protect themselves from
heavy weather. It will manifest in the fortressing of wealthy continents as they attempt to
lock out the growing numbers of people whose homes will become unlivable.

And in the not too distant future, the firm if unstated belief that not all lives matter
could well push our governments to deploy high-risk “geoengineering” technologies like
spraying sulfur into the stratosphere in order to reduce global temperatures. Never mind
that several studies project that a side effect could be suppressing the summer
monsoons in India and Africa, with the water and food security of billions of people
hanging in the balance.

Indeed, it is distinctly more likely that our governments will favor these terrifying
techno-fixes over approaches to emission reduction that are far more likely to succeed,
in no small part because those solutions are being offered by poor people with darker
skin. Such casually discounted, eminently sensible responses include free public transit
for all; decentralized, community controlled renewable energy; land redistribution to
support small-scale agro-ecological farming; and respecting the rights of indigenous
people to refuse logging, drilling and mining on their lands.

Here is some good news: if we committed-ourselves to responding to the climate
crisis on the basis that black lives matter, and that requiring people of color to shoulder
even more of the burdens of uncontrolled emissions is morally unacceptable, it would
demand these types of hopeful transformations. In practical terms, that would mean
unprecedented economic and technological investments in some of the most neglected
parts of the world—from Kenya to Ferguson to Pine Ridge—bringing greatly improved
services, increased democracy and self-determination, real food security and countless
good jobs. In short, a justice-based climate mobilization would do more than end the
way neglected communities are policed; it might just help end the neglect itself.
According to Alicia Garza, one of the people who founded the #BlackLivesMatter project,
the slogan is not meant to claim that black lives matter more than others. Rather, by
highlighting the foundational role that anti-black racism has played in constructing a
system of racial superiority, it tells everyone that black lives “are important to your
liberation. Given the disproportionate impact state violence has on black lives, we
understand that when black people in this country get free, the benefits will be wide
reaching and transformative for society as a whole.”

What climate change tells us is that this is as true at a global, species-wide scale
as it is within the borders of the United States. In Copenhagen in 2009, African
governments argued that if black lives mattered, then 2 degrees of warming was too
high. By disregarding this basic humanist logic, the biggest polluters were making a
crude cost-benefit analysis. They were calculating that the loss of life, livelihood and
culture for some of the poorest people on the planet was an acceptable price to pay to
protect the economies of some of the richest people on the planet. ,

Here we are just five years later and the governments of wealthy countries are
set to blow past their earlier target, putting us squarely on the road towards 4-6 degrees




Celsius of warming. That is a destination that will leave almost no one safe and may
well be incompatible with anything resembling organized society. This is no coincidence:
it turns out that once decision-makers start rationalizing the sacrificing of some lives, it's
awfully hard to stop.

In the face of systemic state violence, courageous demonstrators shouting “|
Can't Breathe” and “Black Lives Matter” are asserting a positive, core principle about the
value of every single human being, starting with the lives that are currently most
discounted. Supporting the urgent call for justice and a transformation of the criminal
justice system is of paramount importance and should not be watered down by piling
every issue under the sun on top of it.

At the same time, the clarion call that Black Lives Matter deserves to transform
how we approach a great many crises in our societies, from school systems that
systematically fail African-American kids, to a healthcare system that too often discards
black lives. It must also jolt us out of our climate inaction.

Because if the current race-based hierarchy of humanity is left unchallenged,
then we can be certain that our governments will continue their procrastination,
redefining “dangerous” to allow for the sacrifice of ever more people, ever more ancient
culture, languages, countries. Conversely, if black lives matter—and they do—then
global warming is already a five-alarm fire, and the lives it has taken already are too
many.

The slogan adopted for die-in in Lima, which has been used in some of the
Ferguson protests, was “somos semillas’—we are seeds. In this context, it means that
the people who have died in storms and droughts from the Philippines to the Horn of
Africa can be more than tragedies. Their losses, if we are willing to acknowledge them,
willing to fully grieve them, have the power to help us grow a new and safer world.
Indeed, they must.



TESTIMONY TO THE SPECIAL COMMITTEE ON ENERGY
OPPORTUNITIES FOR PHILADELPHIA BY MOON SMITH, RN, CNM

My name is Moon Smith. I am a Philadelphia resident. Over the past 25 years |
have worked as a nurse midwife, caring for women and their families in the
Philadelphia area. In the course of working with thousands of families and
attending more than 800 births, I have developed the passion for protecting life and
health and planning for the next generation that brings me here to speak today.

I have seen the effects on families of poverty and poor living conditions as well as
of infertility, developmental problems, preterm birth, learning disabilities, cancers,
asthma and other conditions. The environment we are creating in our region
influences the prevalence of all of these conditions.

We are at a crucial juncture in our city. We can make decisions that will improve
life for generations to come or we can perpetuate the myth that the extraction
economy and fossil fuel dependence has something to offer us. “Isn’t natural gas a
cleaner fuel option?” you might ask. And the answer is no.

Biologist Sandra Steingraber speaks eloquently of the risks. We are not speaking of
just burning natural gas; we are speaking of extracting it in Pennsylvania, then
transporting it in pipelines and trains, and refining it in Philadelphia. With the
fracking of shale gas, air-born contaminants can travel up to 200 miles. Millions of
gallons of water are removed from lakes, streams or groundwater aquifers and
entombed below the water table for a single fracking well, making it unusable for
human consumption for all foreseeable time. Pipelines can leak unburned methane
into the atmosphere, which is worse than CO2 in raising the ozone level. We all
know the risks of fossil fuel trains running through the city. We should not be
sacrificing the people of Philadelphia to the last throes of the fossil fuel frenzy.

My children, your children, and all the children and people of Philadelphia have a
right to clean, affordable energy. Philadelphia has already made progress towards
becoming one of the nation’s greenest cities and the momentum must continue in
that direction for the sake of this generation and the generations to come.

Energy efficient building, reducing greenhouse gas emissions, storm-water
management, sun, wind, geothermal, hydrothermal--this is the CLEAN energy hub
Philadelphia must become. Renewable energy creates more jobs than fossil fuel
use. Some research suggests renewable energy and conservation create up to 10 x’s
more jobs. This, too, is good for families. Let’s birth a healthy city we can be
proud to live in. No Fossil Fuel Energy Hub in this city we love.

Thank you.



B.R.LLD.G.E.S. to a Great City

Beauty—A city’s culture is the basis of its greatness. Great cities celebrate the rich and varied
cultures of their inhabitants. Philadelphia’s inspiring murals reflect the special strengths and
aspirations of our diverse communities. This beauty deserves to be reflected in the upkeep and
beautification of our public spaces and in support for the arts, particularly in our schools.

Resitience—Great cities are not dependent on private, for-profit entities to provide for the basic
needs of their citizens. Great cities do not sell off their public utilities and other valuable assets to
the highest bidder, but keep them in the public trust for the benefit of all. Great cities build local
and regional self-sufficiency by supporting community banking, coops, sustainable businesses
and local food security through urban farming and alliances with local sustainable farmers.

Tnnovation — Great cities are built on great ideas and do not remain mired in outdated mindsets
and technologies. Great cities innovate in every area of commerce, banking, business and
especially energy. Great cities look to other great cities for replicable models of public
transportation and innovative ways to support community-based businesses and services. Great
cities find smart ways to deliver energy and to utilize and restore both natural and built
resources, for example daylighting streams, greening rooftops and rehabilitating brownfields and
empty lots.

Democracy—Great cities rely on the strength and wisdom of their people, providing means for
citizens to maximize their impact on the decisions that affect their lives. Great cities provide
open and transparent processes for decision making in which the voice of the public is truly
heard. The future of a great city is not decided behind closed doors by self-interested
corporations and wealthy individuals.

Green Space—Great cities are in harmony with nature and provide, safe, sustainable, accessible
green spaces in all neighborhoods, from pocket parks to community gardens to larger woodland
and récreational spaces. Living in a city can dramatically reduce people’s environmental
footprint and it should be the goal of a great city to enhance this advantage by all means
including public transportation, waste reduction and management, safe bicycle lanes and energy
conservation.

Equality— Great cities do not exclude, demean or leave any of their citizens behind.

Great cities do not respond to crime by occupying the most vulnerable neighborhoods and
sweeping their young people into the prison system. Great cities implement and fund community
based responses to crime, restorative justice, drug treatment and rehabilitation, and above all,
jobs and education.

Solidarity%reat cities encourage and facilitate understanding and compassion among their

diverse communities. “Solutions” that privilege one constituency while burdening another, and
particularly those that privilege the advantaged over the disadvantaged, are not worthy of a great

city.
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& 'm sorry about the look of that house, we haven't gotten around to

o

painting it yet.” The woman leading us down the steep hillsides of the
22 Comuna 13 neighborhood in Medellin, Colombia, is pointing at the lone

faded build

row of homes that looks like a tidy, earth-tone color guide.

ingina

My friends and I—visiting Medellin for the United Nation’s Seventh World Urban

Fo

ding down escalators that have replaced 357 arduous steps. Lumi-

Tum—are ri

nous murals cover the walls below us, while above are flower-filled planters and

skylights. At the end of each flight there are public patios where kids play soccer and
people sit on benches to enjoy the view. Meanwhile, the escalator stereo plays Frank

“1 did it my way.”

inging

Sinatra s

25
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Statement of
Greater Philadelphia Chamber of Commerce
President & CEO Rob Wonderling
on City Council Resolution 150072
March 13, 2015

City Council should be commended for holding public hearings to fully explore
opportunities to establish the Philadelphia region as an energy hub.

As Council hears testimony today from witnesses interested in creating public—
private partnerships to further the goal of creating an energy hub in Philadelphia,
the Greater Philadelphia Chamber of Commerce would like to explain its own
ongoing work to make that important strategic goal a reality.

Under the leadership of Philip L. Rinaldi, Principal Partner and CEO of
Philadelphia Energy Solutions, and the leadership of other energy-related entities,
the Chamber has developed the Greater Philadelphia Energy Action Team
(GPEAT), which is working to increase the supply of natural gas and natural gas
liquids to the City of Philadelphia and to southeastern Pennsylvania. Increasing the
supply of natural gas to the region will enable downstream growth in industries
like the chemical and petrochemical industries as well as other heavy energy-
consumers, like power plants and advance manufacturers. The southeast region of
Pennsylvania needs to enhance its access to Marcellus shale gas by increasing
pipeline capacity from the shale resources in western and northeastern
Pennsylvania.

Adding additional pipeline capacity will allow more natural gas and gas liquids to
flow into Greater Philadelphia — which will provide a strong, competitive
advantage to chemical and petrochemical companies already here — and to those
considering locating new facilities here. An expanded pipeline capacity = more
jobs in Philadelphia.

City Council can and should use its authority to convene citizens and stakeholders
to consider the expansion of our pipeline capacity to Philadelphia. and work with
the business community and these stakeholders to approve any legislative steps as
needed to make this a reality.
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The Chamber supports considering innovative financing models to facilitate the
investment in expanded pipeline capacity and to support the development of other
energy-related investments. Specifically, the Chamber encourages City Council to
consider partnerships between the public sector and the private sector, commonly
referred to as P3s, to share the risk and rewards of building, operating and
financing traditionally public-owned assets. The Chamber believes that there are a
number of benefits that inure to the city when partnering with the private sector on
large scale energy investments. P3s traditionally are utilized to: (1) mitigate or
transfer risk to the private sector; (2) leverage under-performing infrastructure,
like utilities, parking assets or mobility assets and improve the benefits to the
citizenry; and (3) enable private sector operating discipline and innovation to
running critical infrastructure assets. We encourage City Council to considering
the P3 model as we collectively work together to pursue the development of an
energy hub in this region.

‘Moreover, when the Chamber last testified on these issues in November, it listed a

series of action steps which Council should continue taking to help make an
energy hub come into being in Philadelphia. The first action step is working with
the business community to increase pipeline capacity, as outlined above. Here are
those other recommended action steps, in summary form

Action Step 1: Expand the city’s existing Job Creation Tax Credit
program to incent manufacturing and energy companies to locate and
create jobs in Philadelphia.

We recommend expanding the existing tax credit (off the Business Income and
Receipts tax) further for manufacturing and energy sector businesses.

Action Step 2: Preserve By-Right Zoning in Industrial Corridors

While there is a large amount of residential and commercial development
happening across the city, we need to preserve large scale industrial zoning. It is
particularly important to do so along the Lower Schuylkill Riverfront and portions
of the Delaware Waterfront, since those locations are close to needed
infrastructure like rail lines, ports and highways. These tracts of land are a vital
component of attracting new companies; we cannot become an energy hub without
them. .
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Action Step 3: Expand vocational technical training curriculums at city
colleges and high schools that align to the needs of manufacturers

City Council and the Mayor have an opportunity to set in local ordinance and state
law specific steps for the Philadelphia School District to implement more
vocational and technical training programs. The School District has just begun to
seek partnerships with industry leaders to introduce students to careers in energy
or manufacturing.

City Council can also influence the Community College of Philadelphia. At
present, CCP has no program or curriculum around manufacturing technology.
President Generals has begun to focus on developing curriculum around
manufacturing technology and manufacturing and process engineering. Council
should strongly advocate for this action step.

There are other steps that Council can take, and the Chamber and GPEAT
welcomes the opportunity to work together with Council to achieve them:

e Create an overlay zoning district for manufacturers of liquid gas by-
products;

e Create a STEM investment tax credit for companies that retrain city
residents for such jobs;
e Further reductions in the city’s business income and receipts tax.

After a half century of job loss and population decline, Philadelphia is growing
again. Our population has inched back above 1.5 Million residents, but we need
job creation and pro-growth economic policies to continue to grow the economy in
this region. Manufacturing jobs generally — and manufacturing employment that is
energy-related specifically — pay higher wages that better support our families,
neighborhoods and growth citywide.

On behalf of the Chamber and GPEAT, we look forward to working with every
member of City Council to facilitate the creation of the next energy hub city here
in Philadelphia — and to catalyze the new jobs, economic opportunities and growth
that come with it.





