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PGW SUPPORTS HB 1294

PGW is municipally-owned and has no
stockholders

ARM surcharge would reduce customer costs
— PUC authorized to impose other consumer benefits
PGW rates are sufficient to pay only 25% of

capital costs, the remaining costs are paid from
expensive long term debt

Borrowing is the most expensive way for
customers to pay for replacement of cast iron
mains

— Current debt outstanding: $1.2 billion

— Debt to capitalization: 82% debt, 18% capital
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PGW’s Main Replacement Program

PGW established a Cast Iron Main Replacement Program prior to 1980
Since 2000, PGW has averaged more than one percent (1%) Replacement Rate

PGW's cast iron replacement rate is similar to most-comparable
benchmark companies & adjudged appropriate in PUC audits

PGW retained Advantica in 2008 to perform a review of the program and to develop a
replacement program based on sophisticated risk analysis

At the current replacement rate, PGW will replace the remaining cast iron in 88 years

It is estimated (in today’s dollars) that it will cost $2.5 - $3 billion to replace all cast
iron main in PGW’s network

Accelerating the replacement program from 18 miles/year to 24 miles/year will
replace all remaining Cast Iron in 66 years and increase costs to current customers
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APPENDIX

Infrastructure System Characteristics
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