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Breaking News
A deadly fire in North Philly has killed 13 people, including 7 children.

URBAN PLANNING INFRASTRUCTURE PHILADELPHIA SUSTAINABILITY

WATERSHED

Report explores a decarbonized future for PGW, cites its current
structure and business model as challenges

@) By Susan Phillips - December 9, 2021
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Philadelphia Gas Works offices on Broad Street in South Philadelphia (Nathaniel Hamilton for WHYY)

Philadelphia Gas Works has agreed to take steps toward exploring how to reduce its carbon footprint as

part of the city’s overall goal of reaching net zero carbon emissions by 2050. The 81-page PGW Business

Diversification Study, released Thursday, aims to tackle the difficult question of how the city can meet its
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climate goals while also owning a fossil fuel company that contributes a large portion of global warming

emissions as it provides heating and cooking gas to city residents.

The report recommends further study into three separate future pathways for PGW: geothermal energy;

expanded weatherization; and harvesting sewer gas or landfill gas that produces methane.

“We are pleased to issue this study as a critical first step forward in planning for the successful future of

PGW while we continue to take bold and necessary climate action,” Mayor Jim Kenney said in a statement.

The issue is complicated by the potential impact on PGW’s 1,600-member workforce and its 500,000
ratepayers, almost one-quarter of whom live below the federal poverty level. Philadelphians spend on
average 6.7% of their income on energy, double the national average.

The diversification study was primarily funded by Bloomberg Philanthropies after the city won a
competitive grant in 2018 and hired the consultant Energy, Environment, Economic. Spearheaded by the
city’s Office of Sustainability, it included the participation of PGW executives, the Philadelphia Gas
Commission, Philadelphia Facilities Management Corp., the Philadelphia Energy Authority and PGW’s

unionized workforce, Gas Workers Local 686. It also included public participation and comments.

“How can PGW actually start contributing towards the city’s climate goals rather than contributing to the

problem?” said Christine Knapp, the city’s director of sustainability. “There are ways that they can do that,

which we’ve begun to identify here. Cities around the country and gas utilities around the country are

grappling with this question in recognition of the climate crisis that we’re facing.”
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But the commitment of PGW is questioned by many who say the utility is reluctant to adapt its way of doing
business. Recent emails obtained through a Right to Know request show that some of the same PGW

executives who participated in the diversification study helped draft legislation that could tie the city’s

hands when it comes to electrification.

A spokesman for PGW said it is committed to cutting greenhouse gas emissions as well as “exploring new
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“The study is an important step in that journey,” the spokesman, Richard Barnes, said in an email. “PGW
looks forward to developing and incorporating innovative ideas and solutions that safely, reliably, and

economically meet Philadelphia’s clean energy needs.”

The diversification study outlines a number of challenges facing the city and PGW, including the
complicated regulatory structure governing the utility — which, in addition to the city, includes the
Philadelphia Gas Commission, which oversees PGW’s budget; the nonprofit Philadelphia Facilities
Management Corp., which manages day-to-day operations at PGW; and the Pennsylvania Public Utility
Commission, which approves rates.

“A key challenge, highlighted by this study, is that there is not currently a clear legal or regulatory path
forward for PGW to pursue many of the diversification and decarbonization strategies discussed in this
report,” the study says. “Regulatory considerations might include efforts to reduce costs of the gas system,
changes in how gas system costs are recovered and allocated, and programs to protect low- and moderate-

income customers from rising costs.”

And while the study says reaching net zero is technologically feasible through electrification of heating and
cooking, use of decarbonized gas, and geothermal energy systems, questions remain as to how that would
be achieved without putting PGW out of business. Those options come at a cost that could include
stranded assets for PGW, high upfront capital investments, and potential increases for ratepayers,

according to the report.

“Regardless of the greenhouse gas reduction pathways pursued, PGW’s existing legal and regulatory
structure and cost recovery mechanism does not position the utility to be able to support achievement of
the city’s carbon neutrality goal,” says the report. “For example, building electrification, though potentially
beneficial to customers who can electrify their buildings, and supportive of the city’s climate and equity

goals, at scale, reduces PGW’s long-term financial viability under the current regulatory framework.”

Mayor Kenney sent letters to the Gas Commission, Philadelphia Facilities Management Corp., and the PUC

asking for help with the regulatory constraints.

A spokesperson for the PUC, which did not participate in the study, said the commissioners will “carefully
review the materials released today by the city of Philadelphia and Philadelphia Gas Works (PGW),
correspondence from Philadelphia Mayor Jim Kenney, and any future filings by PGW with the PUC that

may emerge from this initiative.”
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What diversification could mean

Transitioning away from natural gas is a challenge for PGW. The fear is that the most affluent ratepayers
will be the first to ditch fossil fuels, leaving a larger and larger percentage of low-income customers who
can’t afford to leave, and can’t afford to pay their gas bills. Black and Latino ratepayers in Pennsylvania are
more likely to experience shutoffs and pay a higher portion of their income toward utilities than their white

counterparts, according to a report released in March by Community Legal Services and the Pennsylvania

Utility Law Project.

And yet 72% of Philadelphia’s greenhouse gas emissions come from buildings and industry, much of those
dependent on gas service from PGW. Gas provided by PGW accounts for 24% of the city’s carbon footprint.
City Council passed a resolution in 2019 urging the city to reach 100% clean energy for municipal buildings

by 2030.

City Councilmember Derek Green is also president of the Philadelphia Gas Commission, which along with
Philadelphia Facilities Management Corp. participated in the study. He said greater appliance efficiency
and warmer winters caused by climate change has meant gas usage is dropping, which in itself presents a

challenge for PGW'’s future as the nation’s largest municipally owned gas utility.

“I think we all have a shared focus and understand that PGW as an entity initially started out as a lighting
company where gas was used to light households and businesses around the city of Philadelphia. It’s
changed into a heating company and can transition going forward,” said Green. “We have close to 500,000
ratepayers, a number of them are moderate to low income. So we have to find ways to diversify [PGW’s]
income in order to make sure that the nation’s largest oil and gas utility still is viable for the constituents in

the city.”

The report recommends investment in a feasibility study for geothermal energy, something
environmentalists pushed for in comments to the draft report. That would include a network of
underground pipes carrying water, shared by homes in a single block or neighborhood, powered by the
region’s abundant geothermal energy. High-density polyethylene distribution lines would transport water,
instead of gas, to heat pumps inside the homes, providing heat in the winter and air conditioning in the

suminer.
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Advocates say geothermal is the best way to transition PGW away from fossil fuels and maintain the
workforce and revenue. Gone would be the natural gas that now flows through about 6,000 miles of pipes
across the city, many as old as a century, that continue to cause safety hazards and contribute to global

warming.

The report also suggests expanding weatherization through what is called “on bill financing,” which would
provide loans for weatherization and could serve as a new revenue source for PGW. But consumer
advocates oppose that type of program, saying it would prey on low-income ratepayers, many of whom

could not afford it.

“It's a complete non-starter,” said Rob Ballenger, from Community Legal Services. “Especially when there

are programs that would help do weatherization for free.”

The third recommendation is to work with the city’s Streets and Water departments to explore
“decarbonized gas,” which would convert methane that results from decomposing waste, such as sewer

gas, into fuel.

Green said he’s hopeful for funds from the bipartisan infrastructure bill, or the proposed Build Back Better
bill, to help pay for additional weatherization and the pilot projects. He said the time is right for looking at
transforming PGW.

“It's not something you can do tomorrow, but 20 years, five years, 10 years go much quicker than when we
were much younger,” said Green. “So that time goes by fast. We need to start looking at the opportunities
now and how we can do that type of diversification. And then you add to the fact the opportunity with an
infrastructure bill that could provide some resources to help move in that direction. I think it was very

incumbent on the utility and others to look at this opportunity.”

Green said he plans to hold public hearings on the diversification study in City Council in early 2022.

Saturdays just got more interesting.

Busy week? Our weekend newsletter will catch you up on the best local stories of the week. Sign

up for the WHYY News Wrap-Up today.
Enter your Email here

N
<
\_/ Subscribe

Sharethis f ¥ =&


http://www.facebook.com/sharer.php?u=https://whyy.org/articles/report-explores-a-decarbonized-future-for-pgw-cites-its-current-structure-and-business-model-as-challenges/
http://twitter.com/share?url=https://whyy.org/articles/report-explores-a-decarbonized-future-for-pgw-cites-its-current-structure-and-business-model-as-challenges/&text=Report%20explores%20a%20decarbonized%20future%20for%20PGW,%20cites%20its%20current%20structure%20and%20business%20model%20as%20challenges
mailto:?Subject=Report%20explores%20a%20decarbonized%20future%20for%20PGW,%20cites%20its%20current%20structure%20and%20business%20model%20as%20challenges&Body=%20https://whyy.org/articles/report-explores-a-decarbonized-future-for-pgw-cites-its-current-structure-and-business-model-as-challenges/

Part of the series

Watershed

View the series

You may also like

PLANPHILLY URBAN PLANNING

Eastwick residents want Biden's infrastructure plan to fund
Philly’s first climate migration

1 month ago

PLANPHILLY URBAN PLANNING

Why is the National Parks Service teaming up with PGW on a
fossil fuel project in Philly?

2 months ago

PLANPHILLY URBAN PLANNING

Philly’s plastic bag ban is finally here — with enforcement still to
come

3 months ago

About Susan Phillips


https://whyy.org/series/watershed/
https://whyy.org/programs/planphilly/
https://whyy.org/categories/urban-planning/
https://whyy.org/articles/eastwick-residents-want-bidens-infrastructure-plan-to-fund-phillys-first-climate-migration/
https://whyy.org/articles/eastwick-residents-want-bidens-infrastructure-plan-to-fund-phillys-first-climate-migration/
https://whyy.org/programs/planphilly/
https://whyy.org/categories/urban-planning/
https://whyy.org/articles/why-is-the-national-parks-service-teaming-up-with-pgw-on-a-fossil-fuel-project-in-philly/
https://whyy.org/articles/why-is-the-national-parks-service-teaming-up-with-pgw-on-a-fossil-fuel-project-in-philly/
https://whyy.org/programs/planphilly/
https://whyy.org/categories/urban-planning/
https://whyy.org/articles/phillys-plastic-bag-ban-is-finally-here-with-enforcement-still-to-come/
https://whyy.org/articles/phillys-plastic-bag-ban-is-finally-here-with-enforcement-still-to-come/
https://whyy.org/series/watershed/

Read more

@susanphill % sphillips@whyy.org
[~

Top Stories

COMMUNITY

7 children among 13 people killed in Fairmount rowhouse fire

CORONAVIRUS PANDEMIC

Central Bucks School District, in deep need of substitutes, urges
community members to apply

POLITICS & POLICY

Former N.J. Gov. Christie Whitman leading efforts to bolster
‘fragile’ U.S. democracy



https://twitter.com/susanphill
mailto:sphillips@whyy.org
https://whyy.org/person/susan-phillips/
https://whyy.org/person/susan-phillips/
https://whyy.org/categories/community/
https://whyy.org/articles/23rd-street-fairmount-fatal-fire/
https://whyy.org/articles/23rd-street-fairmount-fatal-fire/
https://whyy.org/articles/central-bucks-school-district-in-deep-need-of-substitutes-urges-community-members-to-apply/
https://whyy.org/articles/central-bucks-school-district-in-deep-need-of-substitutes-urges-community-members-to-apply/
https://whyy.org/categories/politics-policy/
https://whyy.org/articles/former-n-j-gov-christie-whitman-leading-efforts-to-bolster-fragile-u-s-democracy/
https://whyy.org/articles/former-n-j-gov-christie-whitman-leading-efforts-to-bolster-fragile-u-s-democracy/

Want a digest of WHYY's programs, events & stories? Sign up for our weekly newsletter.

Enter your Email here

WHYY provides trustworthy, fact-based, local news and information and world-class entertainment
to everyone in our community.

WHYY offers a voice to those not heard, a platform to share everyone's stories, a foundation to
empower early and lifelong learners and a trusted space for unbiased news. Learn more about Social
Responsibility at WHYY. It's how we live.

Contact Us
Philadelphia Delaware
215.351.1200 302.516.7506

talkback@whyy.org talkback@whyy.org


https://whyy.org/whyy-social-responsibility-program/
tel:+1 (215) 351-1200
mailto:talkback@whyy.org
tel:+1 (302) 516-7506
mailto:talkback@whyy.org
https://us.netdonor.net/page/12775/donate/1
https://whyy.org/member-benefits/
https://whyy.org/support/
https://whyy.org/

Our Programs

A.l. Nation On Stage at Curtis
Billy Penn PlanPhilly

Check, Please! Philly The Pulse
Community Conversations Radio Times
Consider This Real Black History
Delishtory Schooled

Eleanor Amplified Statelmpact

Flicks Things To Do

Fresh Air Voices in the Family
Half Vaxxed Women 100

House Concert Series You Oughta Know
Keystone Crossroads Young Creators Studio
Movers & Makers Your Democracy
Inside WHYY Follow Us

About

f v

Meet Our Newsroom
Employment
Sounding Board
N.I.C.E. Initiative
Contact Us
Sponsorship
Directions

FCC Public Files

Sign up for a Newsletter —

© WHYY MMXXIl  Privacy Policy Terms of Use for WHYY.org

WHYY is partnered with


https://whyy.org/about/
https://whyy.org/whyy-newsroom-staff/
https://whyy.org/employment/
https://whyy.org/sounding-board/
https://whyy.org/nice/
https://whyy.org/contact-us/
https://whyy.org/sponsorship/
https://whyy.org/about/directions/
https://whyy.org/about/fcc-public-files/
https://whyy.org/connect/
https://whyy.org/privacy/
https://whyy.org/terms-use-whyy-org/
https://www.npr.org/?station=WHYY_FM
https://pbs.org/
https://whyy.org/programs/ai-nation/
https://billypenn.com/
https://whyy.org/programs/check-please-philly/
https://whyy.org/programs/community-conversations/
https://whyy.org/radio-podcasts/consider-this/
https://whyy.org/programs/delishtory/
https://whyy.org/programs/eleanor-amplified/
https://whyy.org/programs/flicks/
http://www.npr.org/programs/fresh-air/
https://whyy.org/programs/half-vaxxed/
https://whyy.org/programs/house-concert-series/
https://whyy.org/programs/keystone-crossroads/
https://whyy.org/programs/movers-makers/
https://whyy.org/programs/on-stage-at-curtis/
https://whyy.org/programs/planphilly/
https://whyy.org/programs/the-pulse/
https://whyy.org/programs/radio-times/
https://whyy.org/programs/real-black-history/
https://whyy.org/programs/schooled/
https://stateimpact.npr.org/pennsylvania/
https://whyy.org/programs/things-to-do/
https://whyy.org/programs/voices-in-the-family/
https://whyy.org/programs/women-100/
https://whyy.org/programs/you-oughta-know/
https://whyy.org/programs/young-creators-studio/
https://whyy.org/programs/your-democracy/
https://www.facebook.com/whyypublicmedia/
https://twitter.com/whyy
https://www.instagram.com/whyy
https://www.youtube.com/channel/UCMY4Z-J2HERv_dEt0wrSATw

