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COUNCILWOMAN TASCO: Good
morning. We"re going to call the
Committee on Finance to order. Prior to
any action on any of the legislation, we
will have to establish a quorum. The
Councilmembers will be here. However, we
want to begin the testimony, because some
members have to leave -- some witnesses
have to leave because of some emergencies
that have come up. So we"ll begin the
testimony, and before any action -- this
will be the hearing. Before we go into
the meeting, we"ll have a quorum.

1*d like the Clerk to read the
bills that will be heard today.

THE CLERK: Bill No. 110733, an
ordinance authorizing and approving the
execution and delivery of one or more
supplements to an existing service
agreement (or a new service agreement on
substantially the same terms) between the
City and the Redevelopment Authority
relating to a comprehensive neighborhood

transformation program; the issuance by
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11/29/11 - FINANCE - BILL 110733, ETC.
the Redevelopment Authority of bonds or
other evidence of indebtedness to refund
bonds previously issued to finance such
neighborhood transformation program; and
the obligation of the City to pay the
amounts payable under such service
agreement; authorizing certain City
officers to take certailn actions required
to issue bonds; confirming covenants that
the City will make necessary
appropriations and payment each year to
provide for the amounts due under such
service agreement as so supplemented; and
making such covenants with respect to
such new service agreement; all under
certain terms and conditions.

Bill No. 110758, an ordinance
amending Chapter 19-2600 of The
Philadelphia Code, entitled "Business
Privilege Taxes,”™ to rename the Business
Privilege Tax the Business Income and
Receipts Tax and the Business Privilege
License the Commercial Activity License,

and making conforming amendments
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throughout The Philadelphia Code, all
under certain terms and conditions.

Bill No. 110787, an ordinance
authorizing the Procurement Commissioner,
on behalf of the City of Philadelphia, to
enter into a guaranteed energy savings
contract with the Philadelphia Municipal
Authority for the implementation and
evaluation of energy conservation
measures designed to reduce energy,
water, wastewater or other consumption or
operating costs at specified City
properties, all under certain terms and
conditions.

Bill No. 110788, an ordinance
authorizing the Director of Finance and
the Commissioner of Public Property on
behalf of the City, in cooperation with
the Philadelphia Municipal Authority (the
"Authority'), to undertake a project
relating to the evaluation and
implementation of energy conservation
measures at City Hall, the Criminal

Justice Center, the Municipal Services
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Building and the One Parkway Building;
authorizing and approving the issuance by
the Authority of revenue bonds in
connection with the project, the entering
into, execution and delivery of a Service
Agreement between the City and the
Authority providing for payment by the
City to the Authority of amounts
necessary to pay the costs of the
Project, the provisions for establishment
of credit enhancement, and the assignment
of the Service Agreement by the Authority
to a trustee, covenanting that the City
will make necessary appropriations in
each of the City"s fiscal years to
provide for payments due under the
Service Agreement, and will make such
payments, all under certain terms and
conditions; and making certain related
determinations and authorizations.

Bill No. 110789, an ordinance
authorizing the Philadelphia Municipal
Authority, incorporated pursuant to the

Municipality Authorities Act (the "Act"),
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Title 53 Pennsylvania Consolidated
Statutes Chapter 56, to enter into
agreements for programs, evaluations,
facility alterations or upgrades designed
to reduce energy, water, wastewater or
other consumption or operating costs at
specified City properties, all under
certain terms and conditions.

Bill No. 110830, an ordinance
amending the ordinance approved July 12,
1968, as last amended July 1, 2004,
relating to pension benefits for
employees working on behalf of the
Philadelphia Gas Works by revising the
Philadelphia Gas Works Pension Plan to
incorporate amendments thereto, clarify
the operation thereof, and add certain
provisions as required by the Internal
Revenue Code of 1986, as amended; and
permitting the establishment of a
tax-qualified defined contribution plan
for certain employees working on behalf
of the Philadelphia Gas Works; all under

certain terms and conditions.
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Bill No. 110832, an ordinance
authorizing the Procurement Commissioner
and the Free Library of Philadelphia, on
behalf of the City of Philadelphia, to
enter into a sublease agreement for the
leasing of personal computers and
associated equipment, to include related
maintenance and other services, from the
Philadelphia Municipal Authority, for the
use of the Free Library of Philadelphia;
all under certain terms and conditions.

COUNCILWOMAN TASCO: Thank you
very much.

We will now recognize the
Councilmembers who are here. We do have
a quorum in the presence of Councilman
Kenney, Councilman Green, Councilman
Greenlee, Councilman Goode, Councilwoman
Blackwell and myself.

We will now call on Mr. Alan
Greenberger to testify on Bill No.
110758.

(Witness approached witness

table.)
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COUNCILWOMAN TASCO: Good
morning.

DEPUTY MAYOR GREENBERGER: Good
morning. How are you?

COUNCILWOMAN TASCO: Good.

DEPUTY MAYOR GREENBERGER: Good
morning, Chairwoman Tasco and members of
the Committee on Finance. | am Alan
Greenberger, Deputy Mayor for Economic
Development. | appreciate the
opportunity to present testimony in
support of Bill No. 100758, introduced by
Councilwoman Tasco on behalf of the
Administration. The bill would amend the
The Philadelphia Code to change the name
of the "Business Privilege License" to
the ""Commercial Activity License.” It
would also change the name we use to
refer generally to our business taxes
from the ""Business Privilege Tax™ to the
"Business Income and Receipts Tax."

The proposal to rename the
Business Privilege License and Business

Privilege Tax is meant to send the
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message to businesses and entrepreneurs
that the City of Philadelphia is a
welcoming place to do business. The
phrase "Business Privilege"” is an
anachronism that sends a less than
welcoming message to businessowners about
our desire to promote business and create
jobs in Philadelphia. We want to send a
message that we are eager to see
businesses relocate to and expand iIn
Philadelphia and that we want
entrepreneurs to think of Philadelphia as
presenting unique opportunities as a
locale in which to start a business.

This proposed change is, of course,
largely symbolic, but it comes on the
heels of the enactment of two substantive
tax and fee reduction bills designed to
make the City more competitive in
attracting businesses. Together, these
changes should send a message to the
business community that Philadelphia is a
great place to do business, create jobs

and contribute to the local economy.
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Business attraction and

retention has been a focus of the
Administration over the last four years
and will continue to be a major part of
the Mayor®s agenda during his second
term. During this Administration, the
City has established a strong track
record of successfully attracting and
retaining both large and small companies
in a variety of key economic sectors. In
the financial services sector, we
attracted Aberdeen Asset Management PLC,
a global Investment management group
which relocated its offices iInto the City
in 2008. In the clean tech sector,
Energy Plus, a growing energy supplier,
expanded into a larger space in West
Philadelphia in 2010. In the logistics
and distribution sector, Teva
Pharmaceutical, one of the largest
pharmaceutical companies in the world, is
currently constructing its North American
distribution facility in Northeast

Philadelphia. And in the information

10
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technology sector, YIKES, Incorporated, a
web design Ffirm, moved into a larger
space on Girard Avenue in 2010 to
accommodate its rapidly growing staff.
These are just a few examples of the
types of companies that have decided that
Philadelphia is a smart location for
their business.

We hope that the scheduled
restart of business tax reductions and
the messages we are sending to the
business community will demonstrate the
City"s commitment to add to this list of
successes and to create jobs in the City.

Lastly, we have provided to the
Chair a proposed technical amendment to
the bill to make the legislation
effective on May 1st, 2012, which will
give the affected operating departments
sufficient time to change forms and make
other changes necessary to implement the
law.

Thank you for the opportunity

to testify. 1 would ask that the rules

11
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be suspended so this can have its first
reading, | believe, on Thursday, and I™"m
happy to answer questions.

COUNCILWOMAN TASCO: Thank you
very much.

Are there questions from
members of the Committee?

(No response.)

COUNCILWOMAN TASCO: Thank you
for your testimony.

DEPUTY MAYOR GREENBERGER:
Thank you. Have a good morning.

COUNCILWOMAN TASCO: The Chair
recognizes Joe McPeak and Jim Pecora,
Philadelphia Library.

(Witnesses approached witness
table.)

COUNCILWOMAN TASCO: Good
morning.

MR. McPEAK: Good morning,
Chairwoman Tasco and members of the
Finance Committee. | am Joseph McPeak,
Associate Director of the Free Library.

Siobhan Reardon, the President and

12
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Director, apologizes for not being here.
She is attending the funeral of Trustee
Jerry Clothier today.

I am here today to testify in
support of Bill No. 110832, which
authorizes the Library and the
Procurement Commissioner to enter iInto a
sublease agreement to lease public
computers from the Philadelphia Municipal
Authority for the use of the Free
Library®s staff and customers.

More specifically, we are
seeking to lease 775 personal computers
and related equipment, plus maintenance
and installation. This lease will cover
equipment at Parkway Central and our
materials processing division at the
Rodin Place, the Library for the Blind
and Physically Handicapped at 919 Walnut
Street and the three regional libraries -
Lucien E. Blackwell Regional Library at
125 South 52nd Street, Joseph E. Coleman
Northwest Regional Library at 68 West

Chelten Avenue and the Northeast Regional

13
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Library at 2228 Cottman Avenue.

The contract will last four
years and will provide for an additional
transition period of approximately five
months for delivery, installation and
removal of the old PCs. A multi-year
contract is essential to provide
financing for the lease and will be more
efficient in light of the number of
computers that the Free Library leases.
In the past, the Library has had one-year
leases with options for three one-year
renewals. We stagger the replacement of
our equipment and anticipate replacing
the branch computers in two years. |ITF
Council approves this ordinance before
year end, the Library will have the new
computers installed and operating by July
1st, 2012.

Free access to public computers
is one of the most vital services that
the Free Library provides to the citizens
of Philadelphia. Forty-five percent of

households are without Internet access,

14
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and the Library provides a crucial
lifeline. With the support of City
Council, we will continue to deliver this
service.

I would also like to request a
suspension of the rules to allow for the
first reading of this bill at the next
session of Council, and 1 would be happy
to answer any questions.

COUNCILWOMAN TASCO: Thank you.

Are there any questions?

Councilman Green.

COUNCILMAN GREEN: Thank you,
Madam Chair.

Is the contemplated source of
funds for the lease payments the Free
Library®s operating budget?

MR. McPEAK: Yes.

MR. PECORA: Yes. That"s
correct.

COUNCILMAN GREEN: So the
payments would not start until next July,
so they would be covered in next year"s

operating budget presented to Council?

15
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MR. McPEAK: Yes.

MR. PECORA: Correct.

COUNCILMAN GREEN: And is this
an increase in the operating budget for
the Library or is it just replacing lease
payments that exist?

MR. McPEAK: We are budgeted
for this, yes.

COUNCILMAN GREEN: Okay. Have
you done a cost comparison between
leasing and purchasing?

MR. McPEAK: 1"m going to defer
to Jim.

MR. PECORA: We"ve been using a
leasing strategy for a number of years.
We have done the comparisons. What
throws it is the maintenance, the
disposal costs that we get included, the
configuration. That usually swings It
towards the lease.

COUNCILMAN GREEN: So the
answer Is yes, you"ve done a cost
comparison?

MR. PECORA: Yes, we have.

16
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COUNCILMAN GREEN: Could you
please share it with the Chair.

MR. PECORA: We started leasing
many years ago. |1 will share that.

COUNCILMAN GREEN: So you have
not done a new cost comparison to
determine whether or not that this is the
most economically viable solution today?

MR. PECORA: We have done it
years ago, not today, correct.

COUNCILMAN GREEN: So given the
price of computers are far less than they
were years ago and a number of other
factors, 1°d like to ask you, even If we
give you the authority today to do this,
to go ahead and actually do the
comparison and forward it to the Chair.

MR. McPEAK: Yes, we will. Not
a problem.

COUNCILMAN GREEN: Okay. Can
you —-- 1 just noticed this and I™m
curious about this. In City
responsibilities under the agreement, it

says the Authority®s reasonable

17
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counsel -- Philadelphia Municipal
Authority"s reasonable counsel fees, an
amount not to exceed 15,000, will be paid
by the City. Is that just a standard
thing, the Philadelphia Municipal
Authority doesn"t use the City
Solicitor™s Office, so they have to --

MR. McPEAK: 1"m going to defer

on that.

(Witness approached witness
table.)

Michael Athay, Chief Deputy
Solicitor.

It is standard in PMA
agreements in the event that outside
counsel is needed. We would not
anticipate that outside counsel would be
needed.

COUNCILMAN GREEN: Thank you.

And i1t also -- there"s a lease
extension provision in Section 6.3, and
is there any limit on that extension?

MR. PECORA: Three to six

months is customary. We usually never
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think beyond that.

COUNCILMAN GREEN: Wwell,
there®s a provision actually somewhere
else limiting it to a seven-month
extension, but this language does not
limit it at all, and I"m just wondering
if 6.3 iIs subject to the seven-month
limit so that you would have to --
basically after four years and seven
months, if you want to do this, you"d
have to come back to Council.

MR. PECORA: Right.

COUNCILMAN GREEN: That"s the
question.

MR. McPEAK: 1 think the idea,
the extra month idea, is for
installation.

So the PCs themselves are
leased for four years, correct, and
there"s the installation on top of 1t?

COUNCILMAN GREEN: Wwell, if you
don"t have the answer off the top of your
head, if you could just provide it to the

Chair --

19
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MR. McPEAK: Sure. We can get
that.
COUNCILMAN GREEN: -- that
would be great.

Thank you very much.

COUNCILWOMAN TASCO: Thank you.

Any other questions?

(No response.)

COUNCILWOMAN TASCO: The Chair
will recognize that Councilman DiCicco
and Councilwoman Brown are present at
this meeting.

There being no further
questions, thank you.

MR. McPEAK: Thank you.

COUNCILWOMAN TASCO: Next we
have Nancy Winkler, NTI bond.

(Witness approached witness
table.)

MS. WINKLER: Good morning.

COUNCILWOMAN TASCO: Good
morning.

MS. WINKLER: Good morning,

Councillwoman Tasco and members of the
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Committee on Finance. 1 am Nancy
Winkler, City Treasurer for the City of
Philadelphia. 1 am here today to testify
in support of Bill No. 110773. This bill
authorizes the Redevelopment Authority to
issue refunding bonds to refinance
certain outstanding bonds issued under
the neighborhood transformation program,
and reconfirms the commitment by the City
to pay debt service on these bonds. The
bill provides for the sale of refunding
bonds pursuant to the current service
contract"s limitation that the annual
debt service requirement on the program
bonds not be in excess of $20 million
annually. No bonds will be issued to
fund any additional capital projects.
Rather, this transaction is a simple
refinancing of existing bonds previously
issued to fund the neighborhood
transformation program to achieve a more
favorable interest rate. The bill also
authorizes a supplement to the existing

service contract between the City and the

21
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Redevelopment Authority to confirm that
the debt service on the refunding bonds
will be paid as part of the service fee.

The 2012 refunding bonds will
be issued subject to favorable market
conditions to refund all or a portion of
the Redevelopment Authority of the City
of Philadelphia revenue bonds, Series
2002A, the City of Philadelphia -- which
is named the City of Philadelphia
Neighborhood Transformation Initiative,
which these bonds are going to become
callable on April 15th of 2012. 1It"s the
City"s general practice to iIssue
refunding bonds when the average debt
service savings to be realized is at
least 3 percent.

Pursuant to the revision of the
existing service contract, the City will
confirm its covenant to unconditionally
make all service fee payments to the RDA
which securitize these bonds. The
existing bonds are currently obligations

of the General Fund of the City, and the

22
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refunding bonds will remain so.

Thank you for your
consideration of Bill No. 110733. This
concludes my testimony. 1 am happy to
answer any questions if you have any at
this time.

COUNCILWOMAN TASCO: Councilman
Green.

COUNCILMAN GREEN: Thank you,
Madam Chair.

I"m just curious about how much
we"re going to save compared to the cost
of the transaction.

MS. WINKLER: Great. So at the
moment, as you know, the market is quite
volatile, so we"re —- 1°d just like to
give you our most recent projections,
which i1s that we would be able to refund
102.355 million of outstanding Series
2002A bonds and that we would achieve
9.624 million in present value savings,
which s equivalent to 9.4 percent of the
refunded par amount of the bonds, which

is way above the City"s normal level of

23
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savings that it uses to -- we"ve been
waiting actually, if you want to know the
honest truth, because | mentioned in my
testimony that the bonds are currently
callable on April 15th of next year, and
so we"re going to just watch and see how
to maximize those savings. But once they
become currently callable, the savings
just diminish over time because of the
time value of the call.

COUNCILMAN GREEN: I mean, if
you refund, you"re likely to have far
more bonds called than if you don"t,
because people will be getting -- or, no,
I guess that®"s not right. So iIn a
refunding, we"d be requiring back all of
the current bonds?

MS. WINKLER: 1"m sorry?

COUNCILMAN GREEN: Explain to
me how this process works. 1 mean, in
other words, if you could expand on your
last answer, because I"m not sure 1 fully
understand how the recall is going to

impact what the savings will be.
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MS. WINKLER: So the City --

typically when the City sells most any
fixed-rate bond issue, it establishes a
contract with bondholders, which imbeds a
right of the City to call the bonds in
early. Typically the City has been
putting in ten-year calls, and the
contract provides that with no premium
paid to the bondholder, after the tenth
anniversary of the issuance of the bond,
more or less -- sometimes it is slightly
a different date -- we can call the bonds
in and not pay a penalty. Prior to that
point In time, we cannot call the bonds.
And so if we"d issue a refunding bond
issue earlier than 90 days prior to the
call date on the bonds, under the federal
tax law that"s deemed an advance
refunding, and we"re limited under the
tax law to one advance refunding. We
don"t want to do an advance refunding
because we want to preserve our future
economics of another refunding it that

were to ever be available again on these
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bonds. So we"re going to wait and do it
as a current refunding. So within 90
days of the April 15th call date, we
would anticipate to issue the bonds and

exercise that call option where we can

bring those bonds in without any premium.

And then 1 guess the other factor is
because we"re getting so close to the
call date --

COUNCILMAN GREEN: So we"re
going to actually exercise the call?

MS. WINKLER: Yes.

COUNCILMAN GREEN: And just
issue new bonds?

MS. WINKLER: Well, right, we
would issue the new bonds, deposit the
money in an escrow, which would be
invested in triple A-rated securities,
which will be solely available legally
only to pay the bonds when they are
called and then call the bonds.

COUNCILMAN GREEN: Okay.

MS. WINKLER: Legally we can"t

call the bonds -- we wouldn®t want to
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call the bonds until we know we have the
money -

COUNCILMAN GREEN: So have we
chosen the underwriters and legal
counsel?

MS. WINKLER: We have chosen
legal counsel because we have legal
counsel under contract as a general --
under the advisor related to all
general -- related General Fund-supported
obligations.

COUNCILMAN GREEN: And who is
that?

MS. WINKLER: That is Cozen and
0"Connor. And the minority counsel on
that is Gonzalez Harlan.

COUNCILMAN GREEN: And what
about underwriters?

MS. WINKLER: We have not gone
through a process yet to pick
underwriters.

COUNCILMAN GREEN: Is this a
small enough transaction to not be a firm

underwritten offering?
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MS. WINKLER: You know, iIt"s
something we"re thinking about. 1 think
it"s not so much the size, to be
perfectly honest, as it is the
Redevelopment Authority and the kind of
maybe the story that might need to be
told around the security and the nature
of the Redevelopment Authority underlying
projects. So to me, it"s more of a --
maybe potentially more of the issue,
which #sn®"t a bad story, but it"s just a
story that investors may have a number of
questions about and could be helpful to
have -- in my view, this would be
probably more appropriate for negotiated
sale.

COUNCILMAN GREEN: Except for
the difference between the time you issue
the new bonds and you do the call and
refunding, does this impact In any way
the City"s debt limit?

MS. WINKLER: No, it does not.
The law provides that if the monies are

invested in this escrow that"s solely for
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the purpose of paying the future bonds,
we no longer have to treat the bonds
we"re calling as obligations to the City,
because the City"s obligation has been
extinguished once we"ve actually set the
money aside In the escrow.

COUNCILMAN GREEN: Thank you.

COUNCILWOMAN TASCO: Any other
questions?

(No response.)

COUNCILWOMAN TASCO: Thank you
very much. You want a suspension of the
rules?

MS. WINKLER: You know, we
didn"t ask for a suspension of the rules
because we don*t intend -- we need to
have this passed by the end of the year.
IT that"s possible without suspending the
rules, that"s fine. We wouldn"t be
issuing these bonds until sometime next
year.

COUNCILWOMAN TASCO: Okay.

MS. WINKLER: However, 1711 ask

for suspension of the rules in case --
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COUNCILWOMAN TASCO: We®"Il do

it. It will be out of here, it will be
done. We"ll do it. Thank you.

Next we have -- I"m trying to
get these short hearings out before we go
into this lengthy hearing. Bill No.
110830, Philadelphia Gas Works pension
benefits bill.

(Witness approached witness
table.)

MR. BOGDONAVAGE: Good morning,
Chairwoman Tasco and members of City
Council®s Finance Committee. My name is
Joseph Bogdonavage. 1°m the CFO with
PGW, and I"m here to testify in support
of Bill 110830, which amends the Gas
Works Pension Plan and authorizes PGW to
establish a 401(a) tax-qualified defined
contribution plan for new employee hires.
This plan would be formally known as the
Gas Works Defined Contribution Plan.

I"m here to give you a brief
summary today of the changes that PGW is

proposing to the Pension Plan and an
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overview of the Defined Contribution
Plan. With me today are members of PGW"s
staff and outside legal, who may be asked
to answer any questions that you may have
after my testimony is finished.

Also in support of this, the
union has also submitted testimony.

Keith Holmes has provided testimony on
behalf of this. The changes that we are
requesting have been brought about as a
result of the negotiations that occurred
with PGW"s local union, 686, back in May
of 2011, and they are in full support of
the changes to the plan.

Under terms of the Memorandum
of Agreement, PGW and Local 686 agreed to
institute certain changes to the
retirement program with respect to newly
hired employees, and the changes are that
any member of Local 686 who begins
employment on or after May 21st can
become a participant in the current
Pension Plan only on a contributory

basis.
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Any individual who is not a
member of Local 686 and begins employment
after the effective date of this
ordinance can also become a member of
that only on a contributory basis.

A newly hired participant in
the Pension Plan will be required to make
a contribution towards the funding of his
Pension Plan benefit equal to 6 percent
of total compensation.

Generally, the benefits option
will be the same for all participants
under the Pension Plan. [If, however, a
contributing participant separates from
service before vesting in the plan, the
contributing participant may elect to
receive immediate payment of the
aggregate contributions he or she made to
the Pension Plan. These amounts will be
distributed without interest and treated
as the same as the City"s pension plan.

Under the Defined Contribution
Plan -- the DC Plan is a Defined

Contribution Plan. Therefore, a
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participant™s benefit, upon retirement or
other separation of service, is
determined by reference to the aggregate
amount of his or her contributions into
the account, plus any interest earnings
or losses. The DC Plan is designed to
meet all the requirements of the tax
qualifications under the Internal Revenue
Code.

Eligibility to be in the DC
Plan will cover each member of Local 686
that was hired after May 21st, 2011 and
each non-represented employee upon the
effective date of the ordinance, unless
such person declares to be covered under
the contributory participant under the
current Pension Plan.

The contributions on behalf of
the Defined Contribution Plan will be
made by PGW equal to 5 and a half percent
of all compensation of each participant.

Investment: The participant
will have a right to invest these amounts

allocated in his or her account from a
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menu of investment alternatives that are
authorized by PGW. It"s anticipated that
the investment alternatives will largely
be the same as those that are currently
afforded under the PGW 457(b) plan.

Participants in the DC Plan
will also be fully vested in the amounts
allocated to their account at all times.

In addition to that, we are
also making some technical amendments to
stay in compliance with the Internal
Revenue Code, and these are some
actuarial equivalent adjustments, a
maximum benefit limitation on the amount
of the benefit plan and also the vested
interest in the plan for some language
changes by the Internal Revenue Code.

I appreciate your time and
efforts to allow me to testify on behalf
of this bill, and right now we would be
happy to answer any questions that you
may have, and as | pointed out, the union
is in full support of this bill.

COUNCILWOMAN TASCO: Could you
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tell me what the purpose of these changes
to PGW"s Pension Plan? 1Is it fair to say
that the goal is to reduce PGW"s future
pension costs?

MR. BOGDONAVAGE: Madam
Chairwoman, that"s exactly what this bill
will do. PGW recognizes, along with the
City, that the pension obligation is a
very large component of PGW"s rate base,
and we"re looking at all possibilities
reducing future pension costs by now
allowing a Defined Contribution Plan and
not allowing any new participants to be
in the Pension Plan except on a
contributory basis.

In the short term, there won"t
be a lot of change in PGW"s pension
expense, but over the long term, this
will have a reasonable opportunity to
reduce costs in future ratepayers.

COUNCILWOMAN TASCO: Have you
calculated the cost that will be realized
in the next maybe 10 to 20 years?

MR. BOGDONAVAGE: Right now
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PGW"s Pension Plan i1s funded at about 78
percent. Over probably the next decade
or so, depending on where the market is
with equities as we go forward, PGW will
probably be seeing about a 2 percent
reduction in annual pension costs beyond
the decade still to come. So there would
be somewhere around about maybe a half a
million to three-quarters of a million
dollar in pension expense that would be
lowered as a result of this program.

COUNCILWOMAN TASCO: As 1
understand i1t, the two new Pension Plan
choices will go into effect as of May 21,
2011; in other words, retroactively for
anyone hired for unionized positions
since that date, because that is one of
the terms the union agreed to in their
collective bargaining agreement with PGW.
But for non-union personnel, the new
Pension Plans will not go into effect
until the effective date of this
ordinance. Let"s say that would be in

mid December.
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PGW has known it needed to set
up a new Pension Plan since May.
Realizing that there wouldn"t have been
enough time to draft the legislation and
have it considered by Council, why didn"t
PGW submit this bill for approval as soon
as we returned to session in September?
MR. BOGDONAVAGE: Basically PGW
was drafting the Defined Contribution
Plan and also changes to the benefit plan
after we had the agreement by the union
back in May. I would hope that we would
have been able to get this into Council
sooner than that, but the way -- we were
working on language changes and getting
all of the Solicitor™s opinions and other
opinions of our outside legal counsel.
We did not make the early timetable of
the September deadline, and we"re sorry
for that at this point, but right now we
have all the language changes drafted and
hopefully Council will approve the
changes to PGW"s Pension Plan.

COUNCILWOMAN TASCO: So how
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many non-unionized personnel have been
hired since mid September?

MR. BOGDONAVAGE: Probably only
a handful. 1 would say probably less
than five.

COUNCILWOMAN TASCO: Here comes
the lady who is going to tell us.

MR. BOGDONAVAGE: 1*ve been
told it"s only one person who has been
hired since September.

COUNCILWOMAN TASCO: Okay. So
how many are likely to be hired before
mid December?

MR. BOGDONAVAGE: Probably
none.

COUNCILWOMAN TASCO: None?
Okay. So the savings associated with
moving these new Pension Plans has been
lost with respect to any new hire. So
you haven®t had any new hires.

MR. BOGDONAVAGE: Basically
we"ve had no hires.

COUNCILWOMAN TASCO: Okay.

Since the new Pension Plans can®"t go into
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effect until this bill becomes law, what
has PGW done in the interim with respect
to the participation or future
participation of both union and non-union
employees?

MR. BOGDONAVAGE: Internally at
the company we®"ve had our Human Relations
Department sit down and advise the new
hires of their rights under this pension
bill so that they have the opportunity if
they wanted to stay in the plan, they
could contribute to it, or if not, upon
the passage of this bill In May, PGW
would be participating In giving 5 and a
half percent of their compensation into
the funds.

So they have been advised of
their rights, and they have to make an
irreconcilable election of which plan
they would like to be in. So PGW has
provided some counseling to all of our
new hires.

COUNCILWOMAN TASCO: Councilman

Green.
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COUNCILMAN GREEN: Thank you.
What is the current
contribution, if any, by unionized
employees to the Pension Plan?
MR. BOGDONAVAGE: Councilman,

PGW right now, no one contributes to the

Pension Plan. It is all provided through

ratepayer assistance.
COUNCILMAN GREEN: So to

participate in the Pension Plan in the

future, they"re going from O to 6 percent

essentially?

MR. BOGDONAVAGE: That"s
correct, in the defined benefit plan.

COUNCILMAN GREEN: And do you
have a current 401(a) or 423 plan or --

MR. BOGDONAVAGE: We currently
have a 457(b) plan, which probably about
500 to 600 people are participating in,
and that is totally voluntary on their
behalf. PGW makes no contributions to

that plan up to -- we do -- I think it"s

1 percent -- 10 percent up to $500 is our

contribution.
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COUNCILMAN GREEN: So what®s
the difference between a 457(b) plan and
what are you calling it, a 401(a) plan?

MR. BOGDONAVAGE: Can | just
have our outside counsel give you
probably a better determination than I
would.

COUNCILMAN GREEN: Sure.

(Witness approached witness
table.)

MR. NIXON: Good morning. My
name is John Nixon and I"m partner at the
law firm of Duane Morris.

The difference, to answer your
question, the fundamental difference
between a 457(b) and a 401(a) is a 457(b)
is voluntary. The employee elects to
make the contribution, and it"s made on a
pre-tax basis. So i1t"s the equivalent of
a 401(k) plan in the private sector.

A 401(a) plan is a plan that,
by and large, is contributed solely by
the employer. The employer makes the

contribution on behalf of the employee.
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So the rationale for setting up a 401(a)
plan separately is because of sort of a
peculiar twist in the tax law. |If the
employer made the contribution to the
457(b) plan, which it could, that would
reduce the maximum amount that the
employee could contribute.

So to give you a simple
example, the maximum amount that an
employee could contribute is 16,500. IFf
PGW were to contribute, say, 5,000 on
behalf of an employee, that would reduce
the maximum amount that the employee
could contribute to 11,500. So the
401(a) plan gives PGW a mechanism to
contribute to the plan, but not harm
participants in terms of their maximum
contribution to the plan.

COUNCILMAN GREEN: So I*ve been
curious about this with respect to police
and other situations, and, that is,
understanding what you just said, why
wouldn®"t it be far cheaper for the City

from a management perspective to just
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simply have 80 percent go into the
current pension system with a 6 percent
contribution if people elect -- 1 don"t
know whether this is similar to the fire
or 1t"s an either/or, pension or 401(a)-

MR. BOGDONAVAGE: For new
hires, 1t"s either/or.

COUNCILMAN GREEN: So there®s
no hybrid plan here?

MR. BOGDONAVAGE: 1 didn"t hear
you.

COUNCILMAN GREEN: 1Is there a
hybrid plan here?

MR. BOGDONAVAGE: No, It"s not
a hybrid plan.

COUNCILMAN GREEN: Then 1711
withdraw my question. Thank you very
much.

COUNCILWOMAN TASCO: Thank you.

Any other questions?

MR. BOGDONAVAGE: Councilwoman,
we woulld just like to request a
suspension of the rules so that it can

have its first reading this Thursday.
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COUNCILWOMAN TASCO: Sure.
MR. BOGDONAVAGE: Thank you

very much.

COUNCILWOMAN TASCO: Thank you.

Okay. Now we"re going to hear
Bill Nos. 110787, 110788, 110789, those
who plan to testify.

(Witnesses approached witness
table.)

MS. GAJEWSKI: Good morning,
Councilwoman Tasco and members of the
City Council Committee on Finance. I™m
Katherine Gajewski, the Director of

Sustainability.

Apologies for my voice. I"m at

the tail end of laryngitis here.
I"m here to testify in support

of Bill Nos. 110787, 110788 and 110789.
Altogether these three bills propose to
authorize the Procurement Commissioner,
on behalf of the City, to enter into a
guaranteed energy savings contract with
the Philadelphia Municipal Authority;

authorize the Philadelphia Municipal
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Authority to enter into agreement for
guaranteed energy savings programs; and
authorize the financing for this project
through the issuance of bonds. These
would ultimately enable the City to
reduce long-term energy use and costs at
four of our largest buildings by entering
into an energy efficiency performance
contract.

The Mayor®"s Office of
Sustainability is responsible for
coordinating the implementation of
Greenworks Philadelphia, the City"s
comprehensive sustainability plan. One
of the Greenworks®" goals is to reduce the
amount of energy Philadelphians consume,
with City government leading by example.
Greenworks Target 1 sets an ambitious
goal of reducing the City"s energy
consumption by 30 percent. To that end,
today we will present a project that
demonstrates that commitment by
implementing energy efficiency into

buildings that are among the City"s
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largest energy users.

In 2009, the City proposed
using the state"s Guaranteed Energy
Savings Act to reduce energy and utility
costs at the quadplex buildings, which
we"re referring to as City Hall,
Municipal Services Building, One Parkway
and the Criminal Justice Center.

These buildings were chosen
because they are four of the City"s
largest energy users, and costs the City
approximately $5.2 million in annual
energy costs.

The Guaranteed Energy Savings
Act enacted by the state in 1998 enables
all Commonwealth governmental entities to
enter into contracts with energy service
companies to use performance contracting
to develop energy efficiency projects.
Projects are designed so that the annual
utility and operating savings support the
project repayment over typically a
15-year contract term, and the ESCO

guarantees the energy savings of the
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project and thus each year®"s repayment
obligation. The municipality®s payments
are designed to be funded from the
utility savings achieved from the
improvements and are guaranteed by the
ESCO, who must pay the difference if
there is a shortfall in the projected
energy savings. This guarantee gives the
municipality assurances that it would
otherwise not have. While new to the
City of Philadelphia, GESA is a
well-tested program within the
Commonwealth. To date, the program has
implemented over $370 million of projects
across the state, which are delivering
over $435 million of verified and
guaranteed energy savings. Due to its
track record and capabilities, the
program is considered a national model.

This program is beneficial to
the City in that it allows entities to
contract for energy conservation measures
outside of the traditional four-part

bidding process without requiring an
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up-front budget allocation. Wrapping
together the design and build components
allows for operational and capital work
to blend for optimal project
implementation.

This process began for us iIn
2009 with the issuance of a competitive

RFQ to all state-qualified ESCOs to

elicit interest in the project. From the

eight responses we received, three ESCOs
were selected as finalists to advance to
the RFP stage, which included a
preliminary audit and proposal to the
City. Based on the strength of their
preliminary performed audit, technical
capacity, cost proposal, project
management and related experience, the
City selected Noresco as the qualified
energy service company to determine the
feasibility of energy conservation
measures in these four buildings.
Building off of Noresco"s
preliminary audit, in the subsequent

Investment Grade Audit phase, the City
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directed Noresco to pursue high payback
energy conservation measures that
produced a project with positive cash
flow, strong environmental benefits and
some improvements to tenant spaces.
Following the City"s direction, Noresco
developed a set of proposed energy
conservation measures that best met our
criteria.

The proposed $12.3 million

project includes nine energy conservation

measures throughout the four buildings.
Most of the energy conservation measures
in the project take place in the
mechanical spaces of the buildings, with
the most substantial improvements to
heating and cooling control systems.
Within public and office spaces, there
will be upgrades to lighting by changing

bulbs and fixtures to more efficient

models and adding controls like occupancy

sensors. The project will also have
significant water conservation measures,

which will replace or retrofit plumbing
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fixtures to low-flow systems in all four
buildings. The measures also include one
capital project, replacing a boiler in
the Municipal Services Building that has
reached the end of its useful life and is
a cost-effective addition to the overall
project. While the proposed project will
not take advantage of all possible energy
efficiency opportunities, it will install
the ECMs with the highest return on
investment within the four buildings.

In addition to the nine
selected energy conservation measures,
many opportunities clearly exist in the
quadplex and throughout the City"s
building stock for additional energy
efficiency projects that can yield
significant savings for the City over
time. Because this is the City"s first
energy performance contract using the
GESA model, the project stakeholders
chose a project size and scope that the
City can currently afford and manage at

this time. Implementing a Ffirst GESA
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project of this scope allows the City to
minimize risk while gaining familiarity
with program implementation. This
experience will enable the City to make
more informed decisions about potential
future GESA projects.

The proposed project would be
financed using a combination of revenue
bonds and a portion of the City"s
Qualified Energy Conservation Bonds,
which were allocated to the City by the
American Reinvestment Act. Nancy Winkler
will testify after me in greater detail
about the financing of the project.

Noresco has made substantial
efforts to meet our commitment of working
with the City of Philadelphia®s Office of
Economic Opportunity to contract with
certified firms and to offer mentorship
and capacity-building services in the
specific areas of energy efficiency
improvement services. Through the audit
phase, Noresco hired a qualified M/WBE

from Clean Team as a temporary auditor
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assistant and paid for coursework
relevant to the energy conservation
industry. As the project moves to
implementation, Noresco has partnered
with a number of M/W/DSBE subcontractors
and has committed to a participation
range of 23 percent overall for the
project, which would be 54 percent if
work done on proprietary systems is
excluded. All of the subcontractors are
M/W/DSBE certified and included in the
OEO registry.

Today we are proposing
amendments to address i1tems raised by
City Council conversations in our

November briefing. Included in the

amendment are clarifying modifications to

the guaranteed energy savings agreement
and to the economic opportunity plan for

the project.

Should City Council approve the

project, the City will complete its
technical review and prepare for project

implementation. Project implementation
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will take approximately 18 to 24 months.
After construction is complete, the
project will enter its performance period
and payments will be due annually on the
money borrowed. During the performance
period, Noresco will check in on the
project to ensure that the project is
achieving the guaranteed energy savings
and provide reports to the City initially
on a quarterly basis for the fTirst three
years, Tfollowed by annual reports
thereafter.

We believe this iIs a good
project for the City. By implementing
these energy conservation measures, we
will make much-needed basic improvements
in all four critical buildings, yielding
a guaranteed 2 percent or more reduction
in General Fund energy use and costs,
along with anticipated operations and
maintenance savings. These energy
savings will also help to reduce
greenhouse gas emissions and improve air

quality. Furthermore, the project
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demonstrates the City"s commitment to
advancing energy efficiency while
providing exposure to the state GESA
process, which could be useful for the
City to apply again at additional sites.
Overall, the project pays for itself and
provides a positive cash flow to the
General Fund while taking advantage of
federal Qualified Energy Conservation
Bonds.

We look forward to working with
you on the implementation of this project
and positioning the City of Philadelphia
to take increasingly aggressive steps
towards energy efficiency in the future.

Thank you. 1"m happy to answer
any questions, and Nancy Winkler will
provide additional testimony and then we
have other members of the project team,
including Adam Agalloco, Angela
Dowd-Burton, Barry Davis, Joe Palantino,
Gary Knappick and Paul Boyd from Noresco
available to answer questions.

COUNCILWOMAN TASCO: Councilman
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Jones, would you like to ask your
question now or wait for the other
members to testify?

COUNCILMAN JONES: 1"m not on
the Committee. 1 will wait my turn.

COUNCILWOMAN TASCO: Well, your
turn 1s whenever you want it.

COUNCILMAN JONES: Okay. Well,
thank you, Madam Chair.

A couple of quick questions.
First of all, thank you for the work of
your department and its ability to
achieve goals of savings of energy over
periods of time. It"s my understanding
you"ve exceeded some of those citywide
goals, so for that, our budget thanks
you.

I would be interested in
knowing two things. One, you guys are
participating in what is called from PECO
Demand Response, and could you explain
that to the Committee? And are we going
to include that as we expand this project

beyond the triplex?
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MS. GAJEWSKI: Will we expand
participation in the Demand Response
program?

COUNCILMAN JONES: Yes.

MS. GAJEWSKI: Adam, do you
want to speak to this real quickly.

MR. AGALLOCO: So the City
participates --

COUNCILWOMAN TASCO: Would you
identify yourself, please, for the
record. Would you speak into the
microphone.

MR. AGALLOCO: My name is Adam
Agalloco. I™m the Energy Conservation
Coordinator in the Mayor®s Office of
Sustainability. 1"m also the Project
Manager for the project we"re speaking
about today.

The Demand Response program
that the City participates in currently,
essentially what it is is during peak
time, critical moments on the grid, PGM,
who is the regional operator of the grid,

asks entities to reduce their energy
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consumption. By participating in that
program, the City earns revenue at those
critical times or they also earn money
just by participating and by willing to
volunteer to be able to reduce if an
event is not called.

For this project, we"re not
looking to incorporate any of the savings
from the Demand Response program into the
project, though we do feel that the
energy conservation measures will enhance
our ability to generate savings and, iIn
turn, revenue from the project.

COUNCILMAN JONES: So 1 guess
as we look to monitor the savings on the
triplex project, as we start to expand
out to recreation centers, police
departments, other major -- we have over
1,500 PECO accounts -- that at some point
we will ask departments to participate in
that, considering it is successful, we"ve
been able to achieve savings. Can you
speak to what those savings have been?

MR. AGALLOCO: Yeah. Right now
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we are only using Demand Response and
that program specifically within our
largest energy users, our 14 largest
accounts throughout the City. That"s
because they have the most opportunity to
take advantage of that. Typically the
providers that deploy demand response as
a tool are interested iIn those larger end
users. So, for example, a recreation
center would not be a good candidate site
for the Demand Response program, but it
still is an excellent opportunity and an
excellent location to reduce energy
consumption, and really that®s the way
that we"re going to drive and reduce our
costs in the long term.

COUNCILMAN JONES: Wwell, that
leads to my second question. As we start
to look at varying departments and trying
to change a culture -- and I think we had
this conversation -- a culture of massive
consumption of energy in spite of what
the costs are, do you think -- and 1 know

it"s above your pay grade maybe to make
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this decision, but do you think that
incentivizing, giving back to the
departments that manage the savings,
might be a good inducement for them to
participate a little more?

MR. AGALLOCO: 1 think that
generally the first step we need to do is
expose departments, operating
departments, to their energy costs and
their energy use. 1 think that that"s
the first step. Once they have exposure
to those costs and that use, 1 think then
you start to have the conversation as to
is there a way to iIncentivize reductions,
whether that be monetary or otherwise.

COUNCILMAN JONES: Wwell, as a
Council and 1 guess this body might want
to think about this in the budget cycle,
iT indeed we"re looking at individual
departments In a line 1tem way and we
find that that kind of thought process,
culture of unlimited usage exists, we
might want to take a harder look at that

and Incentivize i1t In a different way.
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MS. GAJEWSKI: Councilman, just

to respond in addition, 1 think that we
should be making -- we should be doing
that kind of lifecycle cost analysis on
every project, and that should be the
norm. That shouldn®"t be an exceptional
behavior of a department. And we-"re
hoping to figure out how we make that
transition so that we"re making smart
decisions on every capital project, on
every lighting improvement project. And
that"s not necessarily the structure
that"s in place now, but we"ve been
working with Gary Knappick, with
Department of Public Property and others
to try to understand how we can reframe
some of these structures to build in that
kind of process. And I think you“re
right, it there are departments that are
absolutely committed in being aggressive
towards achieving additional savings and
building smart projects, we should figure
out how we can support those efforts.

COUNCILMAN JONES: Councilman
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Kenney"s office has been a vanguard of
looking at water production and working
to incentivize the Water Department,
because I had no idea how much electric
goes into the production of a glass of
water. So we"re looking at that as a
body to try to hold departments a little
more accountable on their energy usage.
So we"re with you on that.

MS. GAJEWSKI: Great.

COUNCILMAN JONES: Thank you,
Madam Chair.

COUNCILWOMAN TASCO: Thank you.

Are you saying that these other
witnesses are prepared to testify?

MS. GAJEWSKI: Nancy Winkler,
the City Treasurer, will provide brief
testimony on the financing component and
then we"l1l open it up to questions.

COUNCILWOMAN TASCO: Sure. Go
ahead.

MS. WINKLER: Good morning,
Councilwoman Tasco and members of the

Committee on Finance. 1°m Nancy Winkler,
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City Treasurer for the City of
Philadelphia.

I"m here today to testify in
support of Bill No. 110788. The
financing ordinance authorizes the
Municipal Authority to issue up to 13.2
million of bonds, plus cost of issuance,
to initiate the project that Katherine
has just described. The Ffinancing plan
anticipates two separate series of bonds.
One, authorized in the amount of 6.4
million would be issued as taxable
Qualified Energy Conservation Bonds,
which we refer to as QECBs. QECBs allow
an issuer to issue taxable bonds and then
claim a federal subsidy equal to 70
percent of the tax credit bond rate
published by the federal treasury on the
sale date, typically resulting in
substantially reduced iInterest costs
versus a traditional tax-exempt bond.

The remaining portion of the
project financing will be traditional

tax-exempt bonds. The breakdown of
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projects to be allocated between the two
series is based on energy savings by
building and is based on guidance
received from the City"s bond counsel.

The QECBs will use a portion of
the City"s allotment of such bonds, which
have been granted to the City by the
American Reinvestment and Recovery Act.
The financing ordinance also authorizes
the execution of a service agreement
between the City and the Municipal
Authority confirming the City"s annual
obligation to pay the debt service costs
of the project through the agreement,
which debt service costs may be
semi-annual or possibly monthly depending
on the final debt structure.

COUNCILWOMAN TASCO: Are you
finished?

MS. WINKLER: Thank you for
your consideration of Bill No. 110788.
This concludes my testimony.

COUNCILWOMAN TASCO: Any

questions?
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COUNCILWOMAN BROWN: Yes.
COUNCILWOMAN TASCO:

Councilwoman Blondell Reynolds Brown.
COUNCILWOMAN BROWN: Good

morning. | echo Councilman Jones*

observations that this department in our

City begins to make -- continues to make

significant strides In making our City

greener.

I"m curious about a few things

here. One is, on Page 1 of your

testimony it says that an estimated 264

jobs will be created. Be specific. What

types of jobs? And you say estimated
based on what? What kind of variables
factor in to that estimation?

MS. GAJEWSKI: Sure.

Do you want to speak to that?

MR. AGALLOCO: Yeah.

That was a number that was
included in the proposal, the latest
proposal, from Noresco, so I1°d actually
like to ask Paul Boyd from Noresco to

speak to exactly how that number was
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created and what"s included in those
jobs.

(Witness approached witness
table.)

MR. BOYD: Good morning. [I™m
Paul Boyd from Noresco.

And the numbers actually are in
the government publication called
Political, and it"s broken down into
direct jobs and indirect jobs, and the
way it works is, there is like ten direct
Jobs which is associated with the actual
ESCO companies themselves and then
there"s about 12 jobs -- this is per
million dollars of contract value. So in
total, there®s like 22 jobs per million
dollars, and we"ve got a $12.3 million
project. So that"s where the calculation
comes from the 264 jobs.

Political actually was given
their figures from the national
association of Noresco"s, and that
information came from, 1 believe, the

Berkeley Laboratory and the Labor
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Department.

COUNCILWOMAN BROWN: So now if
you could speak to types of jobs.

MR. BOYD: Okay. Types of
Jjobs, you get the direct jobs, which is
engineers, consultants, project managers,
et cetera, that"s doing the actual ESCO
work itself. You"ve got subcontractors
who are actually doing the installation
works. You got the manufacturers of the
equipment that"s provided to actually
implement the ECMs, and you"ve got --
there®s possibly some service companies
associated with that as well. There"s
already incumbent contractors, for
instance, from the City working in the
controls part of the project.

So there"s basically direct and
indirect. Does that explain --

COUNCILWOMAN BROWN: That"s
helpful. Let"s dig down a little deeper.
So you mentioned the professionals, the
line of professional position

opportunities. Speak to the type of
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position or jobs that do not require a
college degree. You said installation.

MR. BOYD: Okay. The energy
conservation measures that"s been

proposed is a number different

opportunities, such as maybe putting in a

boiler plant, putting in filters.
There®"s various things that can be done.
There®s subcontractors that"s used to
actually do those works, and each of
these subcontractors, which are minority

business companies predominantly, with

the exception of controls, have different

obviously grades of people involved in
that type of work. So it"s like any
other subcontractor company, you will
have the boss of the company down to
apprentices joining that company.
COUNCILWOMAN BROWN: Okay.
Tell us a little bit more about Noresco.
Where are you from, how long have you
been in business, where you have other
relationships in other municipalities by

way of background.
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MR. BOYD: Well, this will
be --

COUNCILWOMAN BROWN: Give us
the CliffsNote version.

MR. BOYD: Basically the
company has been around, 1 think, since
1984. We"re actually Carrier Air
Conditioning, which everybody is familiar
with, the parent company, and UGC is the
parent company of Carrier. So that"s the
family tree iIn terms of where we come
from.

There is a number of energy
conservation -- rather, energy services
contractors out there within the United
States. There"s probably five or six of
the bigger companies. You probably heard
of Honeywell, Johnson, et cetera.

COUNCILWOMAN BROWN: That"s
helpful.

MR. BOYD: So there®s like a
pool of the bigger ESCOs out there, and
Noresco is certainly one of those

companies that"s been around, as | said,
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since 1984. Most of our business is East
Coast, but we also have a West Coast
operation as well. We"ve worked for a
number of different counties and states
throughout the East Coast. A lot of it
is actually in the mid-atlantic region,
which is kind of from Boston down to
Virginia.

COUNCILWOMAN BROWN: That"s
helpful. Please provide for us some
background on Noresco"s track record with
regards to MBE, WBE, DBE participation,
examples where Noresco has met goals iIn
other municipalities.

MR. BOYD: Can I give you an
example of what we"ve done in this
project?

COUNCILWOMAN BROWN: Surely,
please.

MR. BOYD: On this particular
project, we recognize that the industry
needs people who can learn, train in this
type of profession. So we actually

worked with Team Clean, who i1s a
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registered MBE company for the City, and
we took on board a girl to help her
understand how the audit side of the
business was carried out. During the,
what we called, Investment Grade Audit
phase, we"ve got to go on site, look at
the four buildings and take data that
helps us do our calculations and work out
the best energy conservation measures for
the City. So this girl, Theresa is her
name, we took her on board where we kind
of mentored her iIn terms of how this work
was done. She spent a lot of time with
our site auditors. And we also paid for
Theresa to go on courses like heating,
weather stripping, boilers, different
courses that she could learn this type of
industry.

So 1 think Team Clean would be
the best person to give testimony. |1
think they®ve actually given some letters
thanking us in what we"ve done for this
girl. But she"s a good example of

someone who has had the opportunity to
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learn about this industry, and hopefully
what we"ve taught her and what she"s been
educated on will still help her go
farther forward in this industry.

COUNCILWOMAN BROWN: Why is the
position, and I quote here, a temporary
auditor assistant? And then further in
the testimony, i1t states that there"s a
commitment for participation rate of 22
on the project.

MR. BOYD: They"re really two
different things. Theresa was helping
with the audit phase of this Investment
Grade Audit stage of the project, whereas
the M/WB commitment is related to the
subcontractor companies that will carry
out the installation works. So they
really are two different things.

COUNCILWOMAN BROWN: Okay. It
states on the last page of the testimony
that "provide reports to the City on an
annual basis.” Who at the City will
receive the reports?

MR. BOYD: I believe we"ve been
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working with Adam. This is In terms of
the verification reports. We basically
come normally every year and just check
how the system is performing, how the
function and sort of the guaranteed
savings are met. So we"re always looking
out for the City and ourselves to make
sure that we guarantee those savings.

But for this project, we"re actually
doing it more frequently the first three
years. So | believe the person that we
probably worked with on that would be the
project manager for the project.

Would that be fair to say?

MS. GAJEWSKI: And Public
Property as well.

COUNCILWOMAN BROWN: So Public
Property will receive the reports?

MS. GAJEWSKI: Right. So we"ll
have an implementation team that will
include representatives from our office,
the Department of Public Property, who
will be reviewing the performance of the

project along the way, and Joe Palantino
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is here and can speak more about the
implementation process if there are
questions. But we"ll convene very
regularly, especially in the first couple
of years, to make sure that that project
is performing as guaranteed. So there
will be a lot of iInteraction, a lot of
project review, and that will certainly
be information we could share out with
Council.

COUNCILWOMAN BROWN: We would
appreciate that, because, again, this is
a first, correct?

MS. GAJEWSKI: 1t"s the first
time we"ve implemented energy
conservation measures following this
process, yes.

COUNCILWOMAN BROWN: And so,
therefore, if this is a first in the way
you just described, then it"s also a
first where MBE, WBE, DBEs in the
categories you"re talking about, it would
be a first for them as well; is that fair

to say?
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MS. GAJEWSKI: Yeah, through
this model. Correct.

COUNCILWOMAN BROWN: So we will
look forward to those reports. And for
all contractors who end up doing business
with the City, we"ve learned to never
assume that department heads are being
real clear with regards to our interest
in making sure that those persons who get
opportunity for work look like
Philadelphia. So there"s an expectation
that citizens, consumers, voters In
Philadelphia are, A, made aware of the
opportunity and then, B, are given a fair
shot to apply for those opportunities,
with a look at making sure that the
employment base looks like Philadelphia.
Philadelphia is 82 percent female, black,
brown and yellow. So we expect that the
employment base will reflect that.

Thank you very much.

Thank you, Madam Chair.

COUNCILWOMAN TASCO: In looking

at City Hall, have you thought about or
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looked at the lighting In terms of
installing efficient lighting but that
would be brighter? If you notice, the
fourth floor is very bright, the fifth
floor and other floors are very dark.

MS. GAJEWSKI: 1 have noticed.
We" 1l be doing lighting upgrades
throughout City Hall. That"s included as
one of the measures.

COUNCILWOMAN TASCO: Thank you.

The Chair recognizes Councilman
Clarke.

COUNCILMAN CLARKE: Thank you,
Madam Chair.

Good morning. A couple of
quick questions. The Energy Authority,
I"m assuming you all are familiar with
such an entity. During the course of, |
guess it was, last year, we were talking
about creating an Energy Authority, and
the thought was matters such as this and
matters beyond this, that the Energy
Authority would be the vehicle for which

we did any long-term agreements or any
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bond deals relating to energy
consumption. We actually did a book, a
document that talked about some of the
opportunities to save energy in the City
of Philadelphia, and I always talk about
this, putting this solar panel up on the
roof of the MSB because of the long-term
sun opportunities.

Is there a particular reason
why we didn®"t use the Energy Authority
versus the Municipal Authority?

MS. GAJEWSKI: Yeah, and Barry
can come speak to this more. As this
project was moving forward, 1 believe
that the Energy Authority wasn"t yet
incorporated, and so for this particular

project, they weren®t up and running in

time to start needing to make some of the

decisions around the financing, but our
intention would be 1f there were
subsequent projects like this, that they
would go through the Energy Authority.
COUNCILMAN CLARKE: Barry,

could you come up, please, and 1 hate to
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put you on the spot.
MS. GAJEWSKI: Barry can speak
to this in more detail.
COUNCILMAN CLARKE: You"re
going to get put on the spot.

(Witness approached witness

table.)

MR. DAVIS: Good morning. [I™m
Barry Davis. I"m with the Law
Department.

COUNCILMAN CLARKE: Good
morning, Barry. How are you?
MR. DAVIS: Councilman.

COUNCILMAN CLARKE: We moved a

project a few months ago, energy related.

MR. DAVIS: 1 think you"re
talking about the Northeast Cogeneration
Project, yes.

COUNCILMAN CLARKE: And at the
time, It was our understanding having
this conversation about when we utilize

the Energy Authority is that that

particular project was time sensitive, so

therefore we proceeded under traditional
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model and in subsequent projects, we
would Book at utilizing the Energy
Authority. Maybe 1 was wrong, but
thinking that this was probably going to
be the first one out of the box.

MR. DAVIS: That"s correct, and
we"ve looked at providing for the
assignment of that cogeneration -- biogas
project, more properly, to the Energy
Authority to provide it with the
opportunity to have an administrative
function and potentially a source of
income for managing that project. In
discussions with the members of the
Energy Authority, which met for the first
time in October, they did not appear to
be ready to undertake a major project
like this one in the sense of not having,
I think, a good feel for all of the
pieces of how a project like this would
come together.

Similarly, this project, in
terms of the ongoing measurement and

verification of the project, could be
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assigned to the Energy Authority, with
the idea that going forward we would
have -- all of the energy project
portfolio would reside with the Municipal
Energy Authority.

COUNCILMAN CLARKE: The reason

I bring that question up, because, one, |
was very impressed with the individuals
who are on the Energy Authority, as I™m
sure you all are, people with the highest
level of knowledge on this particular
industry. Councilmen Kenney and Jones --
I"m not sure if there was another
Councilman -- and myself actually had a
meeting with them earlier in the year to
discuss them getting up and running, and
I was a little concerned about the level
of support that was provided to them. So
I*m hearing now that whatever support
that needs to happen as it relates to
them getting up to the point where they
can kind of take some ownership or some
respect to some of this activity is

moving ahead?
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MR. DAVIS: I certainly think

it is, and 1 would expect that maybe as
early as the spring, we would see a
project with the involvement of the
Energy Authority. 1 know that they have
discussed some work with the GPIC center
down at the Navy Yard as a potential
project, and 1 know that there®s some
other projects that are under
consideration that might come to the
Authority. Whether or not they would be
in a stage of development by the spring,
I wouldn®"t know.

MS. GAJEWSKI: And just to add,
we do intend -- we"ve told them that we"d
like to do a briefing for them around
this project so they“"re familiar and so
they also understand the GESA project
should there be subsequent projects 1iIn
the future that would go through them.

COUNCILMAN CLARKE: Before
passage of the bill? I"m just a little
concerned, to be honest with you, and 1

know we have to move on, we have a number
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of questions. The purpose of creating
and getting the quality and caliber of
people that we have on there was for
this.

MS. GAJEWSKI: 1 think it was
Jjust a matter of timing in terms of what
the project schedule was for this
particular project and where the Energy
Authority was in coming together and
being able to formalize and taking on
these projects.

COUNCILMAN CLARKE: All right.
One last gquestion on this. In terms of
the project costs -- and actually 1™m
obviously all in agreement of everything
you"re trying to do here today, but the
issue Is -- reducing the energy costs
obviously works, but the question is, can
you do it without borrowing money
essentially, by doing an asset sale and
applying the proceeds from the asset sale
into what we"re talking about doing here
today? That"s more of a financing

mechanism. Because | just thought that
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based on the document we prepared, it was
a more prudent way. We have a number of
proposed asset sales that can raise more
than enough money to then retrofit these
buildings so we won"t basically borrow
money to save money, which is
traditionally not a good model as it
relates to financing and economics. And
I guess that®"s more not necessarily you.
I*"m asking for Nancy.

MS. WINKLER: This is —- 1™m
Nancy Winkler.

I haven™t --

COUNCILWOMAN TASCO: Would you
speak into the microphone, please.

MS. WINKLER: Excuse me. |1
have not been asked to take a look at any
asset sales. 1 gather others are within
the Administration examining various
asset sales. They have their own
timeline and challenges associated with
executing asset sales that typically take
a long time and particularly if there are

any assets to be sold which would have
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associated outstanding tax-exempt bonds,
there would be a fairly complicated
process that would need to be taken to
just in general, 1 know this, to complete
an application of the receipt of proceeds
to pay off bonds.

This project really i1s ready to
proceed, and it also benefits, as |
mentioned in my testimony, from the
ability of about 50 percent of the
project to be financed with the Qualified
Energy Conservation Bonds. And we"re
estimating based on the current market
that the Qualified Energy Conservation
Bonds will be saving about over a hundred
thousand dollars a year versus
traditional tax-exempt bonds. 1 mean, |
don®"t want to say it"s free borrowing,
but 1t"s close to zero interest costs.

So we have been trying to work
with Katherine and her team to try to
maximize the ability to apply this
particular financing vehicle to this

project because of the very high level of
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subsidy that the federal government is
offering.

So it would seem to me that if
we were to choose assets to finance with
the sale of assets, one might want to
select assets which wouldn®"t necessarily
benefit to the degree that we benefit
here from this other federal program. So
it would be my thought that perhaps there
would be other projects which wouldn™t
have the benefit of the Qualified Energy
Conservation Bonds that might be better
candidates for the use of asset sales.

COUNCILMAN CLARKE: I clearly
understand we"re a little too far along
to reconsider the financing mechanism,
unless we just wanted to, but 1"m just
throwing i1t out there, because just
fundamentally from an economic
perspective, 1 just don"t think you
borrow money to save money, because |
think there"s a better way of doing this.

MR. DAVIS: Councilman, | think

one of the --
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COUNCILMAN CLARKE: This is not
a significant project cost. 1 mean,
significant in the overall scheme of
things. | know we have a number of
assets that we could move forward to pay
for this particular project.

MR. DAVIS: 1 would tend to
agree with that to the extent that you
could designate the sale of the asset to
a particular purpose, which is not within
my expertise. But the great thing
about -- the great aspect of this
particular type of project, the
guaranteed energy savings project, is
that it"s all geared around creating a
positive cash flow, and so --

COUNCILMAN CLARKE: I1"m on
board a million percent. Thank you.

Thank you, Madam Chair.

COUNCILWOMAN TASCO: Okay. Any
other guestions?

Councilman Green.

COUNCILMAN GREEN: Thank you,

Madam Chair.
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So just out of curiosity, what
is the timing on this project? When are
they due to begin the work?

MS. GAJEWSKI: Do you want to
talk about the program schedule, Adam?

COUNCILWOMAN TASCO: Would you
state your name for the record again,
please, as you speak and you have to
identify yourself for the stenographer.
Even though she may know you, we need to
have it in the record.

MR. AGALLOCO: Adam Agalloco,
the Mayor®s Office of Sustainability.

Regarding the timing of the
project, currently we"re scheduled to
begin in the spring. The project would
take about 18 to 24 months to complete.

COUNCILMAN GREEN: So when in
the spring are you going to begin?

MR. AGALLOCO: 1t really
depends on when we can get the financing
completed and get the project technical
review completed as well. We"d hope as

soon as possible.
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COUNCILMAN GREEN: When 1is
Noresco prepared to begin the actual work
in the buildings?

MR. BOYD: We"re --

COUNCILWOMAN TASCO: Would you
come to the table, please, identify
yourself and then speak.

MR. BOYD: Paul Boyd, Noresco.

We"re basically prepared to
start the project as soon as the
contractor signed with the City. There
will be a short implementation, kind of
pre-phase, where we sit down -- our
construction department sits down and
discusses with the City what the actual
construction phase will entail. We
discuss with the City"s project managers
and construction team, and then we
basically begin. 1t would be a phased
approach, as Adam said, over the 18 to 24
months.

COUNCILMAN GREEN: How long
will that take?

MR. BOYD: The actual
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discussions?

COUNCILMAN GREEN: Yeah.

MR. BOYD: Usually that can
take a couple of weeks.

COUNCILMAN GREEN: So if we"re
not beginning this until the spring, is
there a reason not to just switch it to
the Energy Authority?

MR. DAVIS: That"s -- | guess
it could be proposed to the Energy
Authority. They have not -- as | said,
they have met once. | think they“re
scheduled to meet early in January. We
could ask them to convene a meeting
earlier than that to consider this
project.

I think that at this point,
they don"t feel like they have a lot of
internal capacity to create a project,
but perhaps this project would give them

the means to do that.

COUNCILMAN GREEN: The reason 1

ask is because we created that really to

have a group of experts tell us whether
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or not the things that we are proposing
to save energy make sense. We"re not
experts. We have to rely on essentially
what the Administration is telling us in
terms of what the savings are going to be
and otherwise, and that was the sole
purpose or one of the main purposes of
the creation of the Energy Authority, and
it seems to me that personally I don™t
know why the Administration wouldn"t just
change it to the Energy Authority. 1
mean, that decision could have been made
a month ago or two months ago, too.

MR. DAVIS: Nancy, this is
probably a question for you.

At this point, this would be
their first project. They have never
issued any debt because they haven®t been
in existence, and 1"m wondering if --

COUNCILMAN GREEN: 1t"s the
same lawyer in the Solicitor"s Office who
would handle it and instead of saying
Philadelphia Municipal Authority, the

offering documents would say Philadelphia
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Energy Authority. |1 mean, as long as
they approve it, which is the whole
purpose of theilr existence, agreeing that
it"s actually making sense.

MR. DAVIS: 1 guess | was more
curious about any issues with regard to
the organization itself without having
much of a history in terms of i1ts -- |
mean, it"s backed clearly by the City,
but is there any issue that might arise
in going to the market?

COUNCILMAN GREEN: Before you
answer, Ms. Winkler, if that®s true with
respect to a $12 million offering, |
mean, what"s the point of even having it?
IT that™s true, then we shouldn®"t have an
Energy Authority, which the
Administration supported.

MS. WINKLER: I"m Nancy
Winkler, City Treasurer.

I haven™t been involved at all
in participating in the development of
the Energy Authority. | have a very

substantial professional background in
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working on financing energy projects,
billions of dollars of energy projects,
with authorities which were created for
the purpose of financing such projects,
and 1t"s been my extensive experience
when you are working with a new start-up
Authority that it can take some time to
put the Authority in a position to be
able to actually undertake a new -—-
undertake a financing.

I*"m not familiar with the
members. 1"ve been trying to look them
up on my BlackBerry while I"ve been
sitting here who is on the Authority.
And I would be happy, if you would like,
to sit down with those folks and get a
sense of how able they might be to very
quickly come up to speed to undertake a
financing. 1"ve certainly got lots of
experience working with new Authorities,
so 1 think it would be more work, but
could be possible. And then 1 guess the
question is, I*m just really not in a

position to answer the question of how
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much more time would that add to the
financing timeframe and whether that
really then begins to interfere with some
of the contractual arrangements which 1
understand exist between the City and
Noresco with respect to the period of
time that Noresco is holding the price
which they have quoted the City. 1It"s
been my understanding that Noresco, as
really an accommodation to the City of
our approval process, has actually
extended a longer period of time to hold
the prices that they have quoted, with
the understanding that we would move very
quickly in January to complete the
financing, and it was with that general
understanding that we selected the
Municipal Authority, because at the time
that we had to make that decision, there
was still a lot going on for the creation
of the Energy Authority.

COUNCILMAN GREEN: Look, 1
appreciate that and | appreciate what

Councilman Clarke said, that it may be
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too late for this project, but it was too
late for the cogen project. Now we have
this project, which is a small project.
At some point the work you talk about to
do the first offering will have to be
done. If you"re going to have a
discussion with them about whether or not
this could be the first project, with the
understanding that it may well not be, I
would like you -- it would be good for
that discussion to at least take place,
and I guess 1 personally would have
appreciated 1T it took place prior to
this hearing.

MS. GAJEWSKI: I believe that
in their first meeting in October that
there were questions and concerns around
getting up with the administrative
capacity and getting up and running and
that this project was related and that we
noted that a briefing would be held. And
I think certainly -- | just want to be
clear -- that our intention is to use the

Energy Authority, and, again, with both
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the cogen project and this one, It was a
matter of timing, and had there been a
few more months, it would have been
appropriate 1 think to work directly with
the Energy Authority, but because of the
timeframe with the live prices being held
with this project with the contractor
pricing, it felt like rushing it through
the Energy Authority --

COUNCILMAN GREEN: No. You"ve
made that point. My question is, will
you in the next month talk to the Energy
Authority --

MS. GAJEWSKI: Yes.

COUNCILMAN GREEN: -- about
this and whether or not they would be
interested in having this be their first,
and if It can be done quickly, would you
be willing to try to pursue that?

MS. GAJEWSKI: Certainly. Yes.

COUNCILMAN GREEN: Okay. So
I"m assuming -- | heard a discussion when
I guess it was Theresa being discussed

about training and providing -- and then
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I also heard as part of that that is this
the same person who is going to be doing
the audit of whether or not the energy
efficiency gains were made or accepted?
In other words, is Noresco training the
person who is going to determine whether
or not they"re meeting the energy savings
goals?

MR. BOYD: No. Theresa was
basically just learning how to do site
audits for all the different types of
ECMs.

COUNCILMAN GREEN: Okay.

That"s my question.

So I"m wondering typically when
you do a project like this, there"s not
savings that come back into the entity
that"s doing them. Basically you take
all the savings that are possible and you
do additional energy efficiency things
that wouldn"t necessarily have a payback
to create a break-even type project so
that you®"re far more aggressive about

reducing energy consumption and meeting
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the City"s goals of the amount of energy
reduction that we"re going to achieve, et
cetera. And it seems to me that if we“re
putting money back in the General Fund,
this is not an aggressive project with
respect to creating as much savings as
possible. In other words, it seems to me
aren®t we shorting ourselves the
opportunity to get more bang for the buck
by doing this on a larger scale?

MS. GAJEWSKI: We determined --
clearly there are tens and tens of
millions of dollars of potential
improvements iIn the buildings that could
be financed through this model. We
determined that because this was our
first time going through the GESA model,
that there was a level of comfort in not
taking on the risk of a larger project,
but going through this process,
understanding how it works, ensuring that
we can manage the process and guarantee
the savings and realize the savings. So

we looked at developing a project that
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was driven by fairly straightforward
energy conservation measures, and this is
a very aggressive energy conservation
project. The payback of the measures
we"re implementing are among the highest
that we could achieve in these buildings,
and 1t"s slightly cash flow positive,
which was a directive that we received
initially from Finance when we were
developing the project. But slightly
cash flow positive project, but it"s
largely energy savings driven through
very straightforward energy conservation
measures.

COUNCILMAN GREEN: Right. In
other words, what you"re saying is, we"re
taking all the low-hanging fruit,
bundling it up and not using the savings
from the low-hanging fruit, which is
typically used for the bigger, larger
projects like HVAC, potential solar, et
cetera. | mean, is that a fair
characterization of what"s happening

here?
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MS. GAJEWSKI: 1t is fair, and,
again, we determined that we wanted to
take this approach and this way for a
first project and understand what project
implementation is, with the hope that
this is a very positive experience for us
and we can replicate through other GESA
projects that would do that, that would
use the high payback energy conservation
measures to pay out more longer payback
capital improvement projects.

COUNCILMAN GREEN: One of the
things you~ll never, 1 hope, hear me
criticize iIs the Administration®s
Greenworks plan and its commitment to
this area, et cetera, which I think
really has become a model that other
cities look at across the country. My
disappointment in this project is that if
we"re really going to wait to see the
results of this before we move forward,
that"s an 18- to 24-month period, and
what you"re really talking about is not

really doing any of the complicated or
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hard things within the Nutter
Administration, because 18 to 24 months
after the spring, you"ll be in your third
year or the beginning of your third year
and this great momentum we have will be
unfortunately, in terms of being the
national model and an example and people
following, will be undermined by a very
risk averse approach to energy
conservation.

MS. GAJEWSKI: I appreciate and
share those perspectives, and | think our
hope is that there will be multiple
energy projects taking place over the
next couple of years. Again, the
guidance that we received from Finance
was this was the scope that felt
comfortable working with Public Property
and Capital Projects, they felt
comfortable In being able to manage the
implementation process of this project.

But 1 agree with you, we would
like to be able to be in a position to

undertake larger and more projects, and
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we hope to work with you all to see if
there are ways in which we can do that,
and 1 think certainly the Energy
Authority can be another tool for us in
making some of those determinations.

COUNCILMAN GREEN: Thank you.

This 1s a fixed-price contract
and was done In a recent Water
Department -- as was done in a recent
Water Department cogen project. It seems
to make sense to include cost overrun
provisions, requiring further Council
approval i1f project costs exceed 10
percent or more than the agreed-upon
fixed price. Is that acceptable to the
Administration?

MS. GAJEWSKI: Yes, it is.

COUNCILMAN GREEN: Given that
the City is taking execution risk whereby
its contractual remedy would be
undermined should the contractor go
bankrupt -- no offense there -- did the
City consider the suggestion that it get

a parent corporation guarantee on the
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performance bond for the project?

MS. GAJEWSKI: 1"m going to ask
Scott Schwarz, who worked on that portion
of the project from the Law Department,
to speak to that quickly.

(Witness approached witness
table.)

MR. SCHWARZ: Thank you. Scott
Schwarz from the Law Department.

After hearing comments from
Council, we did add a performance energy
security performance bond. There was no
such bond in the model Pennsylvania
contract that we used to write this one,
but Maryland had that provision, so we
added that to the contract. It"s in the
amendment that Katherine mentioned today.

COUNCILMAN GREEN: Thank you.

Also, in the draft lease
agreement there was an inconsistency in
how the guaranteed savings were defined
and measured. Specifically -- and this
is the one that"s been presented to

Council previously -- it wasn"t clear
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whether the guarantee was with respect to
annual and/or project lifetime savings.
Please describe if you"ve addressed that
ambiguity.

MR. SCHWARZ: Yes. Also in
response to Council raising that issue,
we"ve added a definition of "annual
guarantee™ and a second definition of
"total guarantee'" and clarified that both
guarantees will need to be met by
Noresco. The state law specifically
refers to a total guarantee. It was
amended last year to add the annual
guarantee. And so we believe we"ve
clarified that language.

COUNCILMAN GREEN: And 1 guess,
finally, Noresco"s duty to perform in
terms of guaranteeing savings, et cetera,
is conditioned upon the City"s satisfying
certain service responsibilities with
respect to what"s being installed, et
cetera, which gives the City all the
execution risk. In other words, if we

don"t meet our maintenance requirements,
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Noresco walks away 1T we don"t get
savings. So my question is, given that
the City subcontracts out the maintenance
work for the quadriplex buildings, we"re
not even in control of whether or not
we"re meeting our service obligations.
How is the City going to ensure that the
subcontractors®™ scope of work is trued up
to the City"s obligations to Noresco
under the agreement? Are we amending all
the agreements with our subcontractors so
that they“re responsible if the service
requirements are not met?

MS. GAJEWSKI: 1I"m going to
bring one more person up for you, Joe
Palantino, Deputy Public Property
Commissioner, who is working on that
portion of the project.

DEPUTY COMMISSIONER PALANTINO:
Good morning, members of Council. Joe
Palantino from Public Property.

Yeah. The timing couldn™t be
more perfect with the 18 months. Our

period from starting from now, our
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existing maintenance contractor, their
fourth term will be up in about 18
months. So what we"ll do is amend the
new bid that goes out with language that
sort of puts some teeth into the -- sort
of ties both contracts together and
guarantee in that performance.

COUNCILMAN GREEN: And if
that"s more expensive than our current
maintenance contracts, that"s not
reflected in the savings that have been
projected as a result of this? In
theory, that service contract,
maintenance contract, could be more
expensive because of the additional
requirements; is that correct?

DEPUTY COMMISSIONER PALANTINO:
Actually, what we"ve done i1s through

those ECMs evaluated sort of the

aggregate maintenance burden, and for the

most part, all the scope of each one of
them actually reduces the maintenance.
So there shouldn"t be any additional

maintenance effort. Actually, it should
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reduce the maintenance. The language
should just require them to meet their
obligations as they are right now. So it
shouldn®"t iIncrease the cost.

COUNCILMAN GREEN: But we don*"t
know, because we have to rebid it.

DEPUTY COMMISSIONER PALANTINO:
I mean, it should reduce the cost of the
maintenance. 1 mean, even through a
rebid with the contractor --

COUNCILMAN GREEN: We do have
to rebid 1t, so we don"t know the cost;
is that correct?

DEPUTY COMMISSIONER PALANTINO:
Correct, we don"t know the cost, but
looking at the scope of ECM for ECM as a
total aggregate reduction, it does reduce
maintenance.

COUNCILMAN GREEN: Okay. Which
we"ll find out after we rebid i1t. We
think it reduces maintenance.

MS. GAJEWSKI: We feel very
strongly that it will reduce maintenance.

COUNCILMAN GREEN: Okay. What
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recourse would the City have -- so you“re
going to add in recourse in all new
contracts?

DEPUTY COMMISSIONER PALANTINO:
Correct.

COUNCILMAN GREEN: Okay.

Those are my questions, Madam
Chair. Thank you.

COUNCILWOMAN TASCO: Any other
questions?

COUNCILWOMAN BROWN: One
follow-up to Councilman Clarke®s
inquiries around the Authority. Have you
and/or a member of your team had a
sit-down with members of the Energy
Authority at any time for any reason?

MS. GAJEWSKI: Rina Cutler, the
Deputy Mayor for Transportation and
Utilities, is the point person on the
Administration side for the Authority.

So they"ve been having regular contact
with the members who have been present at
their meetings and have held briefings.

So we haven"t met as our office with the
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Authority yet. We"re scheduled to
present to them on our projects, | think,
at the January meeting.

COUNCILWOMAN BROWN: Okay,
then. Thank you.

Thank you, Madam Chair.

COUNCILWOMAN TASCO: Thank you.

Are there any questions?

(No response.)

COUNCILWOMAN TASCO: Is there
anyone else here to testify on any of
these bills?

(No response.)

COUNCILWOMAN TASCO: Thank you.
We will now close our public hearing and
we" 1l go into our public meeting.

The Chair recognizes
Councilwoman Blackwell to report out Bill
No. 110733 with a suspension of the
rules.

COUNCILWOMAN BLACKWELL: Thank
you, Madam Chairman. 1 move that Bill
No. 110733 be reported out of Committee

with a favorable recommendation and also
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a recommendation for the suspension of
the rules so as to permit First reading
at our next session of Council.

(Duly seconded.)

COUNCILWOMAN TASCO: It has
been moved and seconded that Bill 110733
be reported out of Committee with a
favorable recommendation and a request
for the suspension of the rules so this
bill can be heard at Council®"s next
session.

All in favor will say aye.

(Aye.)

COUNCILWOMAN TASCO: Is there
any opposition?

(No response.)

COUNCILWOMAN TASCO: There
being none, the motion is carried.

The amendment to Bill 110758,
Mrs. Blackwell, would you please move the
amendment.

COUNCILWOMAN BLACKWELL: Thank
you. | move for the adoption of the

amendment to Bill No. 110758.
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(Duly seconded.)

COUNCILWOMAN TASCO: It has
been moved that the amendment to Bill
110758, which changes the effective date
of the ordinance, will be approved.

All in favor?

(Aye.)

COUNCILWOMAN TASCO: Is there
any opposition?

(No response.)

COUNCILWOMAN TASCO: There
being none, the motion is carried.

The Chair recognizes

Councilwoman Blackwell to report Bill

110758, as amended, out of Committee with

a suspension of the rules.

COUNCILWOMAN BLACKWELL: Thank
you, Madam Chairman. 1 move that Bill
No. 110758, as amended, be reported out
of Committee with a favorable
recommendation and a recommendation for
suspension of the rules so as to permit
first reading at our next session of

Council.
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(Duly seconded.)

COUNCILWOMAN TASCO: It has
been moved and seconded that we report
out Bill 110758, as amended.

All in favor will say aye.

(Aye.)

COUNCILWOMAN TASCO: Any
opposition?

(No response.)

COUNCILWOMAN TASCO: There
being none, the bill will be reported out
of Committee. The motion is carried.

The Chair recognizes Councilman
Green for the amendment to Bill 110787.

COUNCILMAN GREEN: Thank you,
Madam Chair. There are two amendments to
this bill which have been circulated and
approved by the Administration, and |
move for the adoption of those
amendments.

(Duly seconded.)

COUNCILWOMAN TASCO: It has
been moved and seconded that we adopt

amendment 110787.
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All in favor?

(Aye.)

COUNCILWOMAN TASCO: Is there
any opposition?

(No response.)

COUNCILWOMAN TASCO: There
being none, the motion is carried.

The Chair recognizes Councilman
Green to report the bill out of
Committee.

COUNCILMAN GREEN: Madam Chair,
I move that Bill 110787 be reported from
this Committee with a favorable
recommendation and a suspension of the
rules so that this may be heard at
Council®™s next session.

(Duly seconded.)

COUNCILWOMAN TASCO: It has
been moved and seconded that Bill 110787,
as amended, be reported out of Committee
with a favorable recommendation and that
the rules of Council be suspended so this
bill can be heard at Council®"s next

session.
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All in favor will say aye.

(Aye.)

COUNCILWOMAN TASCO: Is there
any opposition?

(No response.)

COUNCILWOMAN TASCO: There
being none, the motion is carried.

I also want to go back to
110758 and make sure that we note that
the suspension of the rules will be
requested for that bill.

The Chair recognizes
Councilwoman Blackwell for Bill 110788.

COUNCILWOMAN BLACKWELL: Thank
you, Madam Chairman. 1 move that Bill
No. 110788 be reported out of Committee

with a favorable recommendation and also

that the rules of Council be suspended so

as to permit First reading at our next
session.

(Duly seconded.)

COUNCILWOMAN TASCO: It has
been moved and seconded that Bill 110788

be reported out of Committee with a
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favorable recommendation and that the
rules of Council be suspended so this
bill can be heard at Council®s next
session.

All in favor will say aye.

(Aye.)

COUNCILWOMAN TASCO: 1Is there
any opposition?

(No response.)

COUNCILWOMAN TASCO: There
being none, the motion is carried.

The Chair recognizes
Councilwoman Blackwell for Bill 110789.

COUNCILWOMAN BLACKWELL: Thank
you, Madam Chair. | move that Bill No.
110789 be reported out of Committee with
a favorable recommendation and also a
recommendation for suspension of the
rules so as to permit first reading at
our next session of Council.

(Duly seconded.)

COUNCILWOMAN TASCO: It has
been moved and seconded that Bill No.

110789 be reported out of Committee with
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a favorable recommendation and a request
for the suspension of rules so this bill
can be heard at Council®s next session.

All in favor will say aye.

(Aye.)

COUNCILWOMAN TASCO: Is there
any opposition?

(No response.)

COUNCILWOMAN TASCO: There
being none, the motion is carried.

The Chair recognizes
Councilwoman Blackwell for Bill No.
110830.

COUNCILWOMAN BLACKWELL: Thank
you, Madam Chair. | move that Bill
110830 be reported out of Committee with
a favorable recommendation and also a
recommendation for suspension of the
rules so as to permit first reading at
our next session of Council.

(Duly seconded.)

COUNCILWOMAN TASCO: Before we

move forward on this, we*d like to have a

comment from Councilman Green.
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COUNCILMAN GREEN: Thank you,
Madam Chair. Sitting here today, |1
learned that Duane Morris represented the
Gas Works in this matter, and although I
am not certain that that is a conflict
when Duane Morris represents a City
agency, to avoid the appearance of
impropriety, I"m going to recuse myself
from taking action on this matter.

COUNCILWOMAN TASCO: Thank you.

It has been moved and seconded
that Bill 110830 be reported out of
Committee with a favorable recommendation
and that the rules of Council be
suspended so this bill can be heard at
Council®™s next session. And the record
will reflect that Councilman Green has
recused himself from voting on this bill.

All in favor?

(Aye.)

COUNCILWOMAN TASCO: Is there
any opposition?

(No response.)

COUNCILWOMAN TASCO: There
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being none, the motion is carried.

The Chair recognizes
Councilwoman Blackwell regarding Bill
110832.

COUNCILWOMAN BLACKWELL: Thank
you, Madam Chair. I move that Bill No.
110832 be reported out of Committee with
a favorable recommendation and also that
the rules of Council be suspended so as
to permit first reading at our next
session.

(Duly seconded.)

COUNCILWOMAN TASCO: It has
been moved and seconded that Bill 110832
be reported out of Committee with a
favorable recommendation and that the
rules of Council be suspended so this
bill can be heard at Council®™s next
session.

All in favor will say aye.

(Aye.)

COUNCILWOMAN TASCO: Is there
any opposition?

(No response.)

116



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

11/29/11 - FINANCE - BILL 110733, ETC.

COUNCILWOMAN TASCO: There
being none, the motion is carried.

That concludes our meeting
today on Committee on Finance.

Are there any questions or
comments?

(No response.)

COUNCILWOMAN TASCO: There
being none, we will stand adjourned.

Thank you very much.

(Committee on Finance concluded

at 11:55 p.m.)
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