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

 2 MS. COWDERY:  Good morning.  Pursuant to

 3 notice, this time and place has been set for a staff

 4 rule development workshop in Docket 120068-GU to take

 5 input from interested persons on the Florida Natural Gas

 6 Association's petition to initiate rulemaking to amend

 7 Rule 25-12.045, Inactive Gas Service Lines.

 8 I'm Kathryn Cowdery with the Office of General

 9 Counsel.  Also here on behalf of staff are Rick Moses,

10 Anita Black, Bill McNulty, David Dowds, Curt Mouring,

11 and Devlin Higgins.

12 There are sign-in sheets at the back of the

13 room, and we'd appreciate you all signing in so we have

14 a record of who attended today.  There's also additional

15 workshop materials that were part of the notice of

16 rulemaking, which are the same ones that you may have

17 received already.  They haven't been changed.

18 If you are going to speak today, please state

19 your name for the benefit of the court reporter and also

20 anyone who may be watching online.

21 Does anyone have any preliminary matters or

22 questions before we begin?

23 Okay.  At this time I'd ask the Florida

24 Natural Gas Association to give its presentation.

25 MS. KEATING:  Good morning.  I'm Beth Keating
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 1 with the Gunster Law Firm here today on behalf of the

 2 FNGA.

 3 First of all, we just wanted to thank the

 4 staff for this opportunity to come address you with

 5 regard to this rule.  We're looking forward to the

 6 presentation today.  And without further ado, I'd like

 7 to introduce our presenter, or our main presenter today,

 8 Mr. Tom Geoffroy with Geoffroy & Company, Incorporated.

 9 He is going to be making our presentation.  And, again,

10 thank you.  And, again, thank you.

11 MR. GEOFFROY:  Thank you, Beth. 

12 Again, my name is Tom Geoffroy, and I'm a

13 consultant currently, but I have been, just to give you

14 a little background, in the industry for about 30 years,

15 the last 15 years or so with Chesapeake Utilities as

16 Vice President, and before that with the Natural Gas

17 System in Gainesville, Florida.  Originally it was

18 Gainesville Gas Company, an investor-owned, who was

19 acquired by Gainesville Regional Utilities.  And so I

20 have quite a bit of experience in the natural gas

21 industry and, you know, I appreciate having the

22 opportunity here to present to you.

23 The objective that we have here today is to

24 present information to staff that we have pulled

25 together with respect to the rule that we're seeking to,
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 1 to modify.  We, we believe that we have pulled together

 2 some very compelling information that really results in

 3 what we hope to gain consensus with staff that this rule

 4 should be modified.

 5 Beyond that, what we'd like to do, assuming

 6 that we can get some consensus here today, is continue

 7 to work with staff and work together to come up with

 8 very specific language that we can then take to the

 9 Commission for approval.

10 So I want to go ahead now and get started.

11 I'd start just briefly with who the Florida Natural Gas

12 Association is is the premiere gas association here in

13 the State of Florida.  It's made up of several different

14 types of members:  Corporate, pipeline, marketer, and

15 suppliers.  It's the corporate members that are the ones

16 that are regulated by the Florida Public Service

17 Commission.  They're investor-owned members that are

18 fully regulated, and municipal and special gas districts

19 that are safety-only regulated.

20 I'm going to now just turn it over briefly to

21 Beth to talk about the next couple of points on the

22 slide.

23 MS. KEATING:  We just wanted to go back and

24 sort of walk through how we got to this point.  As y'all

25 are aware, in 2007, the Natural Gas Association filed a
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 1 petition for waiver of specific portions of 25-12.045,

 2 and the Commission granted that request for a waiver and

 3 required that the companies provide follow-up

 4 information at the end of the temporary waiver period.

 5 At the end of that waiver period, the

 6 companies again petitioned for a second waiver.  The

 7 hope at the time was that as the economy improved, the

 8 companies would be able to get service reactivated on

 9 lines and move forward.

10 At the end of the 2009 waiver period we took a

11 look at the rule, took a look at how changes have come

12 about in the safety arena in the natural gas industry,

13 and realized that it was time for a change, and, hence,

14 we have now filed this request for the Commission to

15 consider modifications to the rule.

16 MR. GEOFFROY:  Thank you, Beth.

17 The next slide is basically just the, the

18 current rule itself.  I'm not going to read it, but I am

19 going to take a minute just to talk about some of the

20 pertinent parts.

21 Basically this prescribes the actions that a

22 natural gas utility has to take once a service becomes

23 inactive.  Upon inactivation of that service, if there's

24 no prospect for reuse, i.e. maybe the building is being

25 demolished or whatever, then that service line needs to
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 1 be retired and physically abandoned within -- virtually

 2 immediately, within three months.  If not, then that

 3 service basically stays in place.  And, and then the

 4 next point in time is after two years of inactivity, if

 5 there's a prospect for reuse of the line, then you have

 6 to take certain actions within six months, one of three

 7 actions.  And most of the utilities basically remove the

 8 meter and plug the end of the service line, and that's

 9 the third option there.

10 And then that service line remains inactive

11 but connected to the system.  After five years of

12 inactivity, and this is part 1(c), this is really one of

13 the most pertinent parts, then this rule prescribes that

14 the service line shall be retired and physically

15 abandoned, and you have six months to do it.  And that's

16 probably the provision that gives us the most concern of

17 this rule.

18 Okay.  The next slide just kind of continues

19 on with the rule, and it basically tells you how to

20 physically abandon the service line.  And then the last

21 section basically talks about what records must be kept.

22 I think everyone is familiar with the rule, but I wanted

23 to make sure that we had a chance to go over that.

24 So this rule was adopted in the, in the 1970s.

25 So as you can see, it's, it's been on the books for a

FLORIDA PUBLIC SERVICE COMMISSION

000006



 1 long time.  And there's a lot of things that have

 2 occurred in the industry that we believe make this rule

 3 a little bit difficult for us to deal with today in our

 4 current environment.  There's three primary areas, and

 5 we're going to touch on these three areas a lot today.

 6 One is that there's been a lot of changes that

 7 have enhanced the safety of the natural gas industry and

 8 our systems, and the result of that is that there's a

 9 significant reduction in the risk of serious events

10 taking place.

11 The second area is that the current rule is

12 not consistent with the new rules that are coming out

13 both from the federal level and also a lot of the

14 existing Commission rules.

15 And finally, a lot of the inactive service

16 lines that we have today are a result of current market

17 conditions, and that potentially poses a pretty

18 significant burden on utilities if, if this rule doesn't

19 get modified to some degree.  So our conclusion is that

20 this rule really should be updated.

21 So I'm going to talk a little bit now on the

22 industry safety changes, things that really have

23 occurred, some major items, since this rule was adopted

24 back in the '70s.  And we'll get into this in a lot more

25 detail later on in the presentation when, when other
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 1 members that are presenting here start to address

 2 certain questions that, that we've received previously

 3 from staff.

 4 But as you can see on this list, there's a lot

 5 of things that have occurred over the last 30 or 40

 6 years.  There's now a mandatory One Call System

 7 statewide.  Back in the '70s and '80s that was a

 8 voluntary system.  This, this has really been of great

 9 benefit.  It's highly adhered to in the industry.

10 People use this; they're required to use this.  The

11 utilities certainly can speak to that.  They have a lot

12 of line locations to do, a lot more than they did ten,

13 20, 30 years ago, and so this system really works where

14 people have to call in before they dig.  And then that

15 gives the utilities time to go out and mark the lines

16 and to make sure that they're not damaged.

17 The second item there is that the line

18 locating techniques themselves in the procedures have

19 really improved over the years.  The devices that are

20 used to perform these tasks are much more accurate than

21 they were in the past, and that results in, in a safer

22 system.

23 We now have a public awareness program that

24 utilities are required to provide notices to the general

25 public and to contractors to ensure that they know that
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 1 the mandatory One Call System exists, that they have to

 2 call before they dig, and that natural gas is in their

 3 area.

 4 Many companies, and all companies are really

 5 starting to use and have started to use excess flow

 6 valves, which are devices that go on service lines such

 7 that if there's an excess flow of gas, i.e. normally

 8 caused by a leak, that these automatically shut off the

 9 flow of gas to the service line.  It's an excellent

10 safety device.

11 Also, the industry rules --

12 MR. MOSES:  Can I interrupt you just one

13 second?

14 MR. GEOFFROY:  Yes.  Sure.

15 MR. MOSES:  Would you prefer to go through

16 your whole presentation before you get questions, or do

17 you want to get stopped in between, or what?

18 MR. GEOFFROY:  Thank you.  I meant to say that

19 up-front.  Certainly we'd like for this to be

20 interactive and we would love to take your questions,

21 and please interrupt us.  Yeah.

22 MR. MOSES:  Okay.  I just interrupted you

23 then.

24 I've got a question on the excess flow valves.

25 Those have not been a requirement for very long; is that
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 1 correct?

 2 MR. GEOFFROY:  I'm going to defer to some of

 3 our experts here on that.

 4 MR. WALL:  That's correct.  Those excess flow

 5 valves have not been in place longer than ten years.

 6 MR. MOSES:  Okay.  So the chances of the lines

 7 that are in question as of the date of the rule right

 8 now, those abandoned lines or the inactive lines would

 9 not have excess flow valves on them?

10 MR. WALL:  The greater majority of those

11 inactive services that are out there today, along with

12 existing services probably do not have excess flow

13 valves.  

14 MR. MOSES:  Okay. 

15 MR. WALL:  Every service from that point

16 forward though that would future fall into it based on

17 vintage age will have excess flow valves.

18 MR. MOSES:  Okay.  Thank you.  Go ahead.

19 Sorry.

20 MR. GEOFFROY:  Industry rules, there's been

21 enhancements to the rules over the years on requirements

22 for atmospheric corrosion and leak survey as techniques

23 improved, as the devices used to detect leaks improved,

24 et cetera.

25 Companies now really have a much better idea
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 1 of what their facilities are and where they're located,

 2 and that's been accomplished through geographic

 3 information systems and mapping systems.  And so

 4 companies have spent a lot of time over the last several

 5 years identifying what their -- where their facilities

 6 are, what their facilities are made of, the maintenance

 7 history on those facilities, and they now have a much

 8 better overall picture of their system than they did,

 9 say, 20 years ago when this technology really didn't

10 exist.

11 On the personnel side there's now operator

12 qualification programs where there is training programs

13 that are well defined and established that all employees

14 of the gas utilities must go through and pass in order

15 to be able to perform certain tasks on their

16 distribution system.  In addition, these employees are

17 tested for drugs and alcohol, and so the result of all

18 of this is a much better trained employee who's

19 providing quality and safe services for the general

20 public.

21 And then finally under this industry safety

22 changes, we have the federal Distribution Integrity

23 Management Plan that has been promulgated and is now in

24 place.

25 And overall, you know, the result of all this
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 1 is when you put all this together and you look at where

 2 we are today versus where we were many years ago, 20, 30

 3 years ago when this rule first came out, these

 4 distributions are by far now safer than they ever have

 5 been in the past.

 6 MR. MOSES:  Let me ask you one question about

 7 the DIMP portion that you just mentioned.  Other than a

 8 leak survey every five years, what's in the DIMP plan

 9 that would actually address service lines that are not

10 in use?

11 MR. GEOFFROY:  Well, I think that, you know,

12 the DIMP program overall is a risk-based program, and

13 actually that's a good segue to the next slide on this

14 presentation.

15 MR. MOSES:  But would an inactive line even

16 raise to the level of a risk-based assessment in the

17 program?

18 MR. GEOFFROY:  It certainly could.

19 MR. MOSES:  But does it?

20 MR. GEOFFROY:  But does it?  

21 MR. MOSES:  Uh-huh. 

22 MR. GEOFFROY:  I believe that there are, you

23 know, if they're bare steel or cast iron, they would be.

24 If there are other factors that are out there that are

25 known by the utility that the DIMP program makes you go
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 1 through and analyze, then they certainly could fall into

 2 that category.

 3 MR. MOSES:  Because from what I've seen so

 4 far, looking at what my field engineers have sent in,

 5 service lines hasn't even been mentioned as far as being

 6 a part of the risk assessment.

 7 MR. KING:  Let me, let me comment to that.

 8 Service lines, either through DIMP, along with mains,

 9 are all essentially treated based on the characteristic

10 of the program, i.e. corrosion, leak survey, atmospheric

11 corrosion, they're all encompassed in our, in our DIMP

12 programs under those, under those categories.

13 So if we're looking at, you know, risk

14 associated with corrosion, then we're looking at our

15 bare steel pipelines and we're looking at our bare steel

16 service lines, kind of a holistic (phonetic) approach.

17 MR. MOSES:  All right.  But what if you've got

18 plastic -- what if you've got polyethylene as far as a

19 service line?  Those are still susceptible to damage by

20 a sewer line being installed or something of that

21 nature.  

22 So it's not really going to be -- I guess my

23 point is how are they being looked at if they're

24 inactive?  That's my concern.

25 MR. KING:  We would look at that in terms of
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 1 third party damage from excavation damage as a whole and

 2 through our, you know, our DIMP program and looking at

 3 the records from, you know, that we report on excavation

 4 damage.  We would do an assessment as to whether there's

 5 a higher threat.  You know, i.e. we're not doing enough

 6 to notify through our public awareness programs our

 7 homeowners of the potential of, you know, damages to

 8 lines in their yards.  Or if we see a higher threat to

 9 the contracting community, that we need to direct our,

10 you know, our public awareness programs to do a more

11 effective method of notifying contractors that we're

12 having, you know, issues along the lines of third party

13 damage on mains.  So we kind of look at it as an entire

14 program.  We don't specifically segregate service lines.

15 But I would comment that if that was an issue that staff

16 or the inspectors had, we would certainly address it,

17 and we could segment that part out into our DIMP program

18 specifically addressing service lines.

19 MR. MOSES:  Okay.  Thank you.

20 MR. GEOFFROY:  I think it's important to also

21 note that to the extent the inactive service line is

22 still connected to the main, that is treated from an

23 operational perspective as an active service line

24 serving a customer.  There's no -- they don't see it any

25 differently.
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 1 MR. MOSES:  And I, and I understand that.  But

 2 here's the problem that I -- in my mind happens is if a

 3 person does not have gas service to their home or their

 4 business, they're not going to be paying a whole lot of

 5 attention to gas lines in the area because there's no

 6 need for them to be paying any attention to it.  And if

 7 there's a leak that's in that service line on their

 8 property that can creep into the home or the business or

 9 whatever is there, because they don't have gas service,

10 they're not going to really be paying that much

11 attention to it.  Whereas, if you had gas service, I

12 think the awareness would be much higher.  Is that a

13 reasonable assessment or --

14 MR. GEOFFROY:  Well, I'm not certain because,

15 you know, if there is a gas leak, the odor is

16 detectable.  And many times these companies are getting

17 those leaks reported by general, people in the general

18 public, not necessarily just those who have gas service

19 to their house.  And that's the reason for the odorant

20 being in there, so it's easily detectable.  It's a, you

21 know, it's a rotten egg smell, so it's not pleasant, and

22 people respond to that.

23 MR. MOSES:  But if you don't have gas service

24 in your home, why would that odor particularly reach any

25 kind of awareness to you if you've never had gas
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 1 service?  How would you know about it?

 2 MR. McCARTY:  As part of our public awareness

 3 program with the newspaper ads, the radio spots, the

 4 mailers that warn people of what a natural gas leak

 5 could -- some of the aspects of it, including the odor

 6 and blowing sand or things like that.  It's part of our

 7 public awareness.

 8 THE COURT REPORTER:  Excuse me.  I need to get

 9 a name when you speak, please.

10 MR. McCARTY:  I'm sorry.  I'm Mike McCarty

11 with Florida Public Utilities.

12 MR. GEOFFROY:  The second main area that we

13 believe is our major reasons for rule modification here

14 is the consistency of this particular rule with other

15 rules that exist and have recently been, recently been

16 enacted.

17 DIMP, or Distribution Integrity Management

18 Plan, is one of the major ones that we've just talked

19 about.  As we just said, it's a risk-based program

20 that's designed to help the industry identify those

21 aspects of its overall system, including service lines,

22 that pose the greatest risk.  And once those risks have

23 been identified, then those are the ones that should be

24 addressed first.

25 MR. MOSES:  So how can you make a statement
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 1 that it's inconsistent with DIMP when it's really not

 2 even a part of DIMP?  I mean, this isn't -- I don't

 3 follow the logic there.

 4 MR. GEOFFROY:  Well, this rule requires the

 5 utility to take actions not based on risk but based on

 6 the fact that five years has expired.

 7 MR. MOSES:  But this rule is far beyond the

 8 requirements of PHMSA.  PHMSA puts out the minimal

 9 requirements, and they've got a rule which you've got in

10 here as far as type and strike.

11 MR. GEOFFROY:  Sure.

12 MR. MOSES:  But our rule is more stringent

13 than PHMSA's.

14 MR. GEOFFROY:  That's correct.  And the

15 question really is is it, is it stringent because of

16 conditions that existed back when it was adopted?  And

17 we have overcome a lot of those concerns today so that,

18 you know, from a cost benefit assessment does it cost

19 more money to cut out perfectly good service lines out

20 of service that may come back into service, and then

21 have the utility, if that were the case, to also incur

22 costs to rerun a service line?  Is that, is that a good

23 use of the company's limited resources, both personnel

24 wise and monetary wise?

25 I believe -- we recognize and agree that this
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 1 rule as it exists is more stringent than, than DIMP or

 2 other rules, but we, we want -- we question whether it

 3 is, in the current environment, too stringent for, for

 4 really efficient operations of the system.

 5 We're not interested in reducing the level of

 6 safety at all.  We believe that it's important to, to

 7 have safe systems and we believe we've accomplished

 8 that.

 9 MR. MOSES:  Well, there's why I'm trying to

10 get my hands around this thing, how this isn't reducing

11 the level of safety.  Because there's other states that

12 have had incidences of where an inactive line caused an

13 accident.  Florida, I think, has had a really good

14 record because this rule has been in existence for the

15 length of time it's been in existence, and there haven't

16 been any incidences.  So how is this going to improve

17 safety by doing away with a rule that's really

18 eliminated this problem?

19 MR. GEOFFROY:  Well, I'm not suggesting --

20 MR. MOSES:  I, I understand the money part of

21 it and I'm not arguing that it's more expensive.  That's

22 obviously clear.

23 MR. GEOFFROY:  Right.

24 MR. MOSES:  But on a --

25 MS. KEATING:  I think to some extent though
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 1 what we're saying is that it's inconsistent with the

 2 whole thought process behind DIMP, that you address your

 3 areas of most critical concern first.  To the extent

 4 that inactive lines are not areas of the most critical

 5 concern, then you're taking resources away from

 6 targeting those areas where you have a higher safety

 7 risk.  

 8 Now if you've got a problem on an inactive

 9 line, it's going to move it into the higher area of

10 concern so that it will be dealt with.  But to the

11 extent that there's not some other issue on the inactive

12 line, the intent behind the DIMP program is that you go

13 deal with other issues first, and that's where we see

14 the inconsistency.

15 MR. MOSES:  Well, I haven't been a big

16 proponent of DIMP yet anyway.  But any -- but, okay.  Go

17 ahead.  I'm sorry to keep interrupting you.  Just

18 throwing out ideas.

19 MR. GEOFFROY:  No, that's -- no.  And that's

20 really the inconsistency that we see with this rule and

21 DIMP.

22 We think there may be some inconsistency even

23 with Commission Rule 25-12.040, Leak Surveys, Procedures

24 and Classifications, which in that rule when a leak is

25 detected the utility is required to grade that leak and
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 1 they can grade it according to the rule as a Grade 1, 2,

 2 or 3 leak.  A Grade 1 leak requires immediate repairs.

 3 A Grade 2 leak, you have up to 90 days to make the

 4 repair.  But a Grade 3 leak, which is a known leak on

 5 the system, if it's underground, according to the rule,

 6 there's no time limit for making the repair.

 7 And so where 25-045, the inactive service

 8 lines, says at a specific point in time you have to

 9 retire these services, irrespective of whether you've

10 identified it as a risk or not, irrespective of whether

11 there's a leak on it or not.  This rule here, 25-12.040,

12 indicates that if it's Grade 3 underground, you have to

13 monitor it, but there's no time requirement for

14 repairing it.

15 MR. MOSES:  Let me, let me make sure I

16 understood what you've just said.  So if you've got a

17 service line that's leaking, because it's underground,

18 even though that can creep in through the service system

19 or other entries into the house, you don't think you

20 ever have to repair that?

21 MR. GEOFFROY:  No, sir.  I didn't say that.

22 That would probably be classified as a Grade 1 or a

23 Grade 2 leak and repairs would be made.  Or in many

24 cases the utilities, if it's an inactive service line,

25 would retire that service and physically cut it.
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 1 MR. MOSES:  Okay.

 2 MR. GEOFFROY:  So these are just things that

 3 we see that pose a little bit of an inconsistency for us

 4 as an industry.  We're told in one respect, you know, do

 5 a risk assessment and based on that risk assessment

 6 that's how you should devote your resources to deal with

 7 your system.  In other respects, it's, well, at a

 8 certain point in time you have to take actions

 9 irrespective of risk.  

10 The third area is, is market conditions.  And

11 as everyone knows, over the last several years the

12 economy, especially here in Florida, has been in severe

13 distress.

14 What happened was in the housing market is

15 that, you know, things were going very strong for a long

16 period of time in the mid 2000s.  In the, in the later

17 2000s when the economy dropped, the housing market

18 virtually stopped.  And what happened was is that you

19 had a lot of residential homes that had been built and

20 all the utility services were provided to the house, but

21 because of the suddenness of the change in the economy

22 that house was never occupied.  So you have a lot of gas

23 services in place to houses that have been built but

24 never occupied.

25 You also have a lot of houses that have been
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 1 built and occupied and have been for, in many cases, for

 2 years and years, but because of the economy those

 3 homeowners have been forced into foreclosure.  So now

 4 you have gas service lines at houses that have been

 5 occupied, active service was provided for a period of

 6 time, and now that service line is inactive because of

 7 foreclosure and the house sits vacant.

 8 So absent any modification to the rule, these

 9 inactive gas service lines that are serving those two

10 situations I just described are soon going to reach that

11 five-year threshold that the rule requires us to take

12 further action.  And so you will have a relatively large

13 number of service lines that become -- that are inactive

14 today that will hit the five-year threshold and they're

15 going to have to be retired and physically abandoned

16 absent any rule change, even though the homes that are

17 there have, still have natural gas appliances in them.

18 Normally, in the past, when an inactive gas

19 service line occurred, the primary reason for that --

20 there are many reasons -- but the primary reason for

21 that was initially that house, when it was built, the

22 builder put in, I'm going to use a pretty simple example

23 here, the builder put in a water heater, natural gas

24 water heater, and that water heater worked fine for many

25 years.  But as any appliance does, they ultimately fail.
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 1 So after, say, ten, 11, 12 years that water heater

 2 failed.

 3 The consumer in many cases contacts a plumber.

 4 And in many cases that plumber will come in and instead

 5 of replacing it with a natural gas water heater, which

 6 is a little bit more costly than an electric water

 7 heater, will replace it with an electric water heater.

 8 And the gas company has really no knowledge of that

 9 going on if the consumer has called a plumber.  So now

10 that meter has no usage on it and the utility certainly

11 recognizes that and at a period of time it determines

12 that that, that service has become inactive.  Different

13 companies have different periods of time for that

14 determination.  So inactivity, then they take certain

15 action, certainly they would turn the meter off, try to

16 contact the homeowner, and the homeowner would probably

17 tell them that, you know, they no longer have gas

18 appliances in the home.

19 So then at, at the end of two years, you know,

20 they're required by the rule to take certain actions,

21 pull the meter, and plug the line.  But that inactive

22 service line exists because there's no gas appliances in

23 the home, and that's typically what we've seen over the

24 years.  What we're seeing now is not only that scenario,

25 which currently, which continues, but the scenario
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 1 that's described here where you have a lot of homes that

 2 have either never been occupied or foreclosed that have

 3 gas appliances in them, the services are inactive, and

 4 they're approaching a five-year time limit for, for

 5 retirement under the current rule.

 6 Now here's some data.  You've seen this

 7 before.  This was in the, in the petition that was

 8 filed.  This is just an excerpt.  And this is data that

 9 is only reflective of the participating companies.

10 There's, what, ten or 11 companies that have

11 participated in the data gathering.

12 In total, these companies have about 672,000

13 service lines.  About 12.5% of those are inactive, about

14 84,000.  Under 60 months there's 59,000 services that

15 are inactive.  And over 60 months there's about 14,000,

16 and then undefined is about 10,000.  Probably most of

17 those are over 60 months.  Okay?

18 And it's that 59,000 number that I want you to

19 kind of focus on because that's, we think, that's a

20 large increase from what we've seen in the past, and we

21 think that the reason for that is, is because of these

22 foreclosed homes and these homes that never have been

23 occupied.  They haven't reached a 60-month threshold yet

24 but they're out there, and that's a, that's a pretty big

25 number.
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 1 So the industry has taken actions to try to

 2 mitigate this, and over the two-year period of 2010 and

 3 2011 a lot of reactivations have occurred, about 29,000.

 4 Most of those, as you can see, is, is due to, on those

 5 services that were inactive for less than 60 months.

 6 But a fair number, over 10%, or at least approximately

 7 10% overall of the ones over 60 months, have been

 8 reactivated.

 9 MS. COWDERY:  Excuse me.  Mr. Geoffroy, just

10 that 2010, 2011, is that a 24-month timeframe?

11 MR. GEOFFROY:  Yes.  Yes, it is.  Yeah.

12 Uh-huh. 

13 Now why, why have we seen a lot of these

14 reactivations?  I think I want to divert here a little

15 bit.  There's -- you know, I think everyone has seen,

16 you know, that there's a lot of marketing activities

17 going on for natural gas.  I bet everybody in this room

18 has seen a natural gas commercial in the last year or

19 so, a lot of it done at the national level talking

20 about, you know, the amount of natural gas and how it's

21 good for, for, for this country.  And the primary points

22 that they make in that, in that advertisement is that,

23 you know, natural gas is clean.  They're finding an

24 awful lot of it.  It's very abundant.  You've seen that.

25 And where are they finding it?  In shale formations.
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 1 And so, you know, there's been the hydraulic fracturing

 2 or fracking process to get that gas out.  The -- and

 3 it's -- and where is it being found?  It's found

 4 domestically.  Okay?  And so you have clean natural gas,

 5 there's a lot of it.  It's now, the supply is well over

 6 a hundred years and probably a lot higher than that.

 7 It's domestic.  And so you're seeing that advertising

 8 over and over again, and so has the natural gas

 9 companies.

10 Now one of the benefits of all that is the

11 price is low.  You know, you have a lot of supply.  It's

12 relatively inexpensive to produce it, so, so the price

13 is low.

14 I looked this morning actually.  The price is

15 just under $3 per decatherm.  And you may ask, well,

16 what's a decatherm?  Okay.  So let me put that in

17 perspective for you.  A decatherm is ten therms or a

18 million Btus.  A water heater in a house uses about

19 10 therms a month.  Okay.  So 1 decatherm will give you

20 all the hot water you need generally for a month.  Okay?

21 Just for the fuel itself, and there's

22 certainly a lot of other, other costs to get the fuel

23 from Texas and Louisiana to your house, but just for the

24 fuel it costs you less than $3 to give you all the hot

25 water you need in a month.  That gives a great advantage
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 1 to natural gas.  And these companies have all noticed

 2 that and are taking advantage of that.  I bet you you

 3 also have seen advertisements at the local level from

 4 the City of Tallahassee.  Vicki, are you doing any

 5 advertising?

 6 SPEAKER:  Every day.

 7 MR. GEOFFROY:  Yeah.  And that media is

 8 probably print, radio, TV.  Right?  I heard a radio ad

 9 on my way in.  And what they're advertising and what

10 they're promoting is conservation and they're promoting

11 the fact that they can help you get natural gas in your

12 house.  And that's having a significant effect not only

13 on new construction activities but existing homeowners

14 who are interested in perhaps saving money on their

15 utility bills.  In this economy that's, that's a pretty

16 significant event.  It's also effective on those

17 consumers who have inactive service lines in their, in

18 their yard.  In fact, if you look at one of the

19 handouts -- I don't know if we handed them all out.

20 MS. KEATING:  Yeah.

21 MR. GEOFFROY:  Okay.  The Florida Public

22 Utilities marketing handout, what you see is that the

23 awareness of natural gas is higher now than I've ever

24 seen it in my 30-year career.  And people, even though

25 they don't have the natural gas in their home, are much
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 1 more aware of it than they ever have been because

 2 marketing plays a piece in that, so do the public

 3 awareness programs, and all the other things that the

 4 natural gas companies do.  So you have this convergence

 5 of information that consumers are now getting and paying

 6 attention to that we think will ultimately end up in a

 7 lot more of these inactive service lines being

 8 reactivated.

 9 So our solution here is that we believe that

10 the rule needs to be updated to account for all of the

11 improvements made in safety and technology over the

12 years, for the -- to help us, the industry have

13 consistency amongst its rules, and to allow the

14 marketing programs and, and the public awareness

15 programs to have maximum effect.

16 And so we're prepared today here in this next

17 slide to, to actually have some new language proposed.

18 Now we are not abandoning the language that was proposed

19 in the petition.  We think that there may be some, some

20 use for that.  But we recognize that staff had some

21 concerns about that language, and so we've worked hard

22 to try to come up with some language here that we think

23 makes sense that everyone can perhaps come to consensus

24 about.  We don't have any misconception that this may

25 need to be modified a little bit further, and we're
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 1 willing and would like to work with staff in order to do

 2 that to get to, to where the language is -- has

 3 everyone's comfort level at a point that we can take it

 4 to the Commission for approval.

 5 So what we're proposing here is to take

 6 section 1(c) of the existing rule, and that's the

 7 section that you saw before that said, At the end of

 8 five years the utility shall retire and physically

 9 abandon the service line.  Okay?  And delete that and

10 replace it with this language as you can see here which

11 says, After five years of inactivity, the following

12 determination, consistent with the requirements of the

13 Distribution Integrity Management Program, shall be made

14 on all inactive service lines.

15 So the utility will have to make a

16 determination at that point in time as to what the

17 status of that inactive service line is, and it can make

18 two determinations.  One is that the inactive gas

19 service line needs to be retired, and that's defined as

20 an inactive gas service line that represents an existing

21 or probable hazard to persons or property or is

22 constructed of bare steel, cast iron, or other similar

23 materials.  Such lines shall be retired and physically

24 abandoned within six months, or in accordance with a

25 Commission-approved replacement program.
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 1 And let me explain a little bit about what

 2 that means.  The first part of that language

 3 representing an existing or probable hazard to persons

 4 or property is, I believe, identical to the leak rule

 5 that I stated earlier, 25-12.040.  That's how the

 6 utility goes about making the determination whether the

 7 leak is a Grade 1, 2, or 3.  So we're suggesting the

 8 similar -- or the same language here.  

 9 But we go on to say that we already know that

10 there are materials that are, that the Commission safety

11 staff and the utilities want to see being removed from

12 their system, and that's the bare steel, cast iron, or

13 others.  And virtually all the utilities already have

14 some type of program or plan in there.  But to the

15 extent they don't, we think this language will send a

16 clear signal to those that don't that that type of

17 material needs to be addressed.  And we think that

18 that's a good thing for the industry, for the general

19 public, and everyone involved.

20 And so if that determination is made, then you

21 basically are following the existing rule.  You have six

22 months to physically retire and abandon it, unless, as

23 several companies have done, they have filed and, and

24 hopefully will get approval of a replacement program for

25 bare steel, cast iron, and those similar materials.
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 1 Because those programs generally may go beyond that

 2 six-month period before you would normally, as part of

 3 that program, retire a particular or several particular

 4 inactive service lines.  And so if that program is

 5 approved, then we think that that program should kind of

 6 supersede this portion of the rule.

 7 MR. MOSES:  Most of those programs, you're

 8 looking at ten years.  That's the shortest one I've seen

 9 so far, unless you're a small company that's been doing

10 it on your own.  Some of them are doing it sooner than

11 that, some are doing it a lot longer than that.  So I'm

12 not sure how that really weighs in to helping matters

13 that much.

14 MR. GEOFFROY:  Okay.  Well, we're open to

15 having that conversation with you.  And if that language

16 doesn't quite work, then I think we can, we can work up

17 some language that makes sense.  

18 MR. MOSES:  Okay. 

19 MR. GEOFFROY:  But we just wanted to recognize

20 that those programs have been filed.  I don't know if

21 any of them have been approved yet, but we ought to

22 consider that, that effect as appropriate.

23 So if this inactive gas service line, if it's

24 not determined that it needs to be retired, then you go

25 to section 2, which is you monitor it.  And the
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 1 definition there is an inactive gas service line that is

 2 not a threat to persons and property and is not expected

 3 to become so.  And then those lines, such lines shall be

 4 monitored and maintained in accordance with all rules

 5 and regulations applicable to active gas service lines.

 6 Because they're still going to be physically connected

 7 to the main, there still is gas on those lines, the

 8 utility must treat them in accordance with, with the

 9 same requirements for active gas service lines serving a

10 customer.

11 MR. MOSES:  Let me ask you this.  Has there

12 been any thought given to installing shutoff valves as

13 close to the property line or as close to the main as

14 possible, that way if you have a line that goes

15 inactive, you could shut it off, there's no gas that can

16 flow into that service line, that would eliminate the

17 safety factor on the property of the property owner?

18 And then if you want to go back in and reactivate the

19 line, you turn the valve line on, make sure that the

20 service line meets your pressure standards or whatever

21 other standards apply at that time, but then you don't

22 have to do any digging up and redoing the line.

23 MR. KING:  My name is Gordon King.  I'm with

24 the Okaloosa Gas District.  I'll address that question,

25 and the rest on our panel can add in as well.
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 1 Currently there's not a regulation, as you

 2 say, that, first of all, requires a property line

 3 shutoff valve to be installed.  There are utilities that

 4 do make that choice and install them.  I would say,

 5 however, looking backwards it wouldn't be cost-effective

 6 or probably make a lot of sense from our perspective to

 7 go back and install those lines.  If you're going to go

 8 out to the property, you would have to then shut the

 9 line in, cut the line, install the valve, which in

10 essence would, you're in essence cutting and capping the

11 line at that point in time anyway.

12 Looking forward, it could be an option that

13 utilities could take to choose.  I know in some cases,

14 not necessarily here in Florida, customers own service

15 lines.  That's the case where the customer owns and

16 maintains and -- doesn't maintain it, but owns a service

17 line to their property.  Utility companies do install a

18 shutoff valve, what we call a curb valve at the property

19 line.  And that's essentially where the utility's

20 service responsibility terminates with the exception of

21 the maintenance up to the outside of the meter.

22 MR. MOSES:  Well, how much heartburn would it

23 give you if we were to say modify this rule and require

24 a shutoff valve be put at the curb line or as close to

25 the main as possible on future installations?  And then
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 1 we'll have to try to figure out what to do with the ones

 2 that are sitting out there.  But that would cure your

 3 problem with this rule going forward, would it not?

 4 MR. KING:  It certainly would provide another

 5 layer of safety per se, but not necessarily -- you know,

 6 you've got the space between a customer's property line

 7 and the back side of the street sometimes that we, the

 8 homeowners, think is our yard and we're out there

 9 digging in it all the time anyway.  So you still have

10 that, you know, that number of feet that would be

11 exposed to, you know, the gas pressure before the tap at

12 the main.  In some cases where you have a line that

13 crosses the street that would be the case there.  I'll

14 let the others address that question.

15 MR. MOSES:  Okay.

16 MR. McCARTHY:  Any time we would stop the flow

17 of gas with a valve we would have no way of knowing if

18 someone did get in the line or there was something that

19 caused a leak.  And when we went to go reinstall the

20 service or put gas back on that it would have to be

21 disconnected and pressure tested and you might not be

22 able to find where it was leaking.  It would be very

23 labor intensive and I think very costly.

24 MR. WALL:  My name is Rick Wall.  I'm with

25 TECO's People Gas.  I'm the Director of Operations for
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 1 the east region. 

 2 You make a good point.  But probably the most

 3 significant operational concern with that is the

 4 utility's ability to maintain and track those valves on

 5 residential properties.  There's so much activity that

 6 goes on, today it's a struggle with utilities to

 7 maintain street valves.  When you're dealing with

 8 residential valves in residential properties where there

 9 are, you know, property changes, fences, new sod

10 conditions, those valves could quite easily be lost in

11 the system and it would be difficult to provide the

12 surety that those valves are properly being maintained.

13 Second, I think, and consistent with your

14 point, is the valve is not always a fail-safe way of

15 stopping the flow of gas.  In many cases there is some

16 weepage that happens with valves.  And that's why

17 typically when valves are used they're used in an

18 emergency isolation situation, and there's testing and

19 valving or regulation that's done behind those valves to

20 ensure a consistent fail-safe that no pressure is

21 building up in those areas.  And it may provide a

22 false -- you know, utilizing a valve in that condition

23 may provide a false sense of security.  You may have gas

24 buildup in that line.  And ultimately if there is

25 leakage or third party damage, you're going to have
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 1 escape of that gas.

 2 MR. MOSES:  It was just an idea.  I didn't say

 3 it was a good one.  Just --

 4 MR. WALL:  I understand.  We appreciate the

 5 input.

 6 MR. GEOFFROY:  And as I said earlier, you

 7 know, this is a proposed language change that we're,

 8 that we're putting forth here.  We certainly -- our

 9 intention, as I said up-front, with the objective of

10 this is we would like to continue working with staff to

11 come up with language that everyone is comfortable with

12 that we can take forward to, to modify and update.  In

13 our view it's really just an update to the, to the

14 existing rule.

15 The next slide just kind of in a flow chart

16 format shows the process and what happens under the

17 current rule.  You know, initially you install a service

18 line when you add a customer.  Those costs are

19 capitalized.  It's a service line, it's a meter

20 installation.  The meter and regulator are capitalized

21 when they're purchased.

22 While that customer is active, nothing

23 happens.  But once that customer or that premise becomes

24 inactive, after two years the next step for the utility

25 is to remove the meter and to plug the service line.
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 1 And then finally under the current rule after

 2 five years of inactivity they're required to go out and

 3 physically cut and cap the service line, and the service

 4 line at that point in time gets retired.

 5 MR. MOSES:  So in looking at the two options

 6 that you've put in here, the (1) and (2) under (c), when

 7 would (2) ever come into play?  If you had a threat,

 8 you're going to take care of it immediately anyway, so

 9 that's not even really a factor that I can see.  When

10 would you ever have a line fall into number (2) -- I

11 mean, excuse me, under number (1)?

12 MR. GEOFFROY:  Well, I think there is many

13 instances where it would fall into, to item (1).  One,

14 if they're bare steel or cast iron, I would say.

15 MR. MOSES:  Right.  I understand. 

16 MR. GEOFFROY:  But, two, if you knew that a

17 building was going to be demolished, if you knew that,

18 that other activities that might be dangerous to your

19 gas line or possible or probable to occur there, you

20 would -- you could do that.

21 MR. MOSES:  Okay. 

22 MR. GEOFFROY:  You would do that.  So you'll

23 make an assessment based on the knowledge that you have

24 of the, of your system and what you see happening there

25 in that, in that area.
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 1 And then as you continue to monitor it with

 2 all -- you know, assuming that it falls under (2) and

 3 you're out there doing leak surveys and you're doing

 4 atmospheric corrosion checks and those types of things,

 5 when those activities occur, you have another

 6 opportunity to see if that condition has changed and

 7 whether you should now move it to Category 1 or not and

 8 retire it.

 9 MR. MOSES:  Okay.  Thank you.

10 MR. WALL:  And I, if it's okay, I'd like to

11 expand on that.  

12 MR. MOSES:  Sure. 

13 MR. WALL:  In the identification of obsolete

14 materials where we know that we have bare steel or

15 unprotected steel structures or we have polyethylene

16 materials that have been determined, you know, not to

17 meet today's standards, those are, those are situations

18 that we use with the current operator programs that

19 we're utilizing today, as well as the DIMP activity that

20 is emerging and becoming much more active in the

21 day-to-day operations.  Those would be key parts of the

22 criteria for making that determination.

23 MR. MOSES:  Okay.

24 MR. GEOFFROY:  So I described the process

25 there under the current rule.  Under the proposed rule
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 1 the first two steps remain the same.  The third step is

 2 where you see some difference, and that would be at the,

 3 when the customer or premise is inactive for five years,

 4 then the facilities are determined that they either need

 5 to be retired, and, if so, they are cut, capped, and

 6 retired in accordance with the current rule within six

 7 months.  If they're determined that you monitor them,

 8 they remain on the company's operating and accounting

 9 records without modification until they're reclassified

10 at a future date potentially to retire them, and in

11 which case then you would retire them within the

12 provisions of the rule.

13 MR. MOSES:  Okay.

14 MS. BANKS:  Excuse me.  If we could just go

15 back one minute.  This is Cheryl Banks.

16 So theoretically when you have a line that is

17 just in monitor status, it could be sitting there on the

18 books for 18, 25, 30 years and earning a return if it's

19 not fully depreciated.

20 MR. GEOFFROY:  Yeah.  We, we have prepared an

21 accounting handout, I think that's been distributed,

22 that shows the accounting for when you retire a service

23 line versus the proposed rule.

24 And when you look at that, when you retire a

25 service line, if you assume that that service line has
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 1 been in service and it's 75% depreciated, then you have

 2 a net value still on the books at the time of

 3 retirement.  But the retirement entry doesn't change

 4 that because you credit plant for the full amount of the

 5 service line, you debit accumulated depreciation for the

 6 full amount of the service line.  So you still have that

 7 full value, undepreciated value on the books.  You're

 8 still earning a return on that.  

 9 But in addition to that, the cost for removal

10 costs are also debited against accumulated depreciation,

11 so your rate base actually increases because you've

12 retired that line versus not retiring it.  So your

13 earning potential increases when you retire it, not

14 decreases.

15 MR. MOSES:  Well, there's your answer.  Retire

16 them all.

17 MS. BANKS:  My concern would lie more in the

18 monitoring status.  That's where my concern in the

19 accounting --

20 MR. GEOFFROY:  Well, if it's monitored, then

21 you make no entries.  You continue to depreciate that,

22 so that, that amount of service line that is the net

23 plant, if you will, continues to decrease over time and

24 ultimately becomes negative if it's in service long

25 enough.
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 1 MS. BANKS:  Well, and I understand that.  My

 2 concern is that the, your customers for the regulated

 3 entities are paying for a line that may be sitting there

 4 inactive, and that's not really to me deemed used and

 5 useful and serving public service.

 6 MR. GEOFFROY:  Right. 

 7 MS. BANKS:  And perhaps you might think about

 8 maybe alternatives that maybe plant held for future use

 9 may be more appropriate, assuming it was even held for

10 future use.  I have a little bit of difficulty having

11 plant that's not used and useful sitting there, could be

12 for a number of years, and maybe never come into service

13 ever again.  Just some concerns.

14 MR. GEOFFROY:  Sure.  We, we've considered

15 that.  We had a lot of discussions about that.  We even

16 talked about gas plant held for future use.

17 A couple of concerns that we, that we had is

18 if that, if that facility is not cut and capped but you

19 wanted to retire that on the books, now you have a

20 difference between your books and what's out there

21 physically.  But in addition to that, it puts into

22 question what happens if you ever did retire it, are

23 those costs still going to be considered cost of removal

24 costs and booked according to those provisions in

25 utility accounting or not?  So that's one concern if, if
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 1 you went that route.

 2 If you go the route of the gas plant held for

 3 future use, the concern is does that put those

 4 facilities outside of regulatory control and GAAP

 5 accounting then takes over and what happens in that

 6 situation?

 7 MS. BANKS:  That's a, that is a typical Code

 8 of Federal Regulations account.  It would, it would

 9 still be under our jurisdiction.

10 MR. GEOFFROY:  Okay.  Well, we weren't certain

11 of that.  We -- so --

12 MS. BANKS:  Okay.

13 MR. GEOFFROY:  So I think, again, you know, we

14 certainly are open to having, you know -- we want to get

15 to a resolution on this and the accounting, we know, is

16 an issue.

17 And, you know, the example that we prepared

18 was intended to show what happens under the current rule

19 versus what would happen under the proposed rule, and

20 then we can use that maybe as a basis for further

21 discussions on that.

22 Okay.  That's basically the overview part of

23 the presentation.  We now have very specific

24 presentations that are really designed to look at some

25 of the questions that we've received leading up to this
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 1 workshop from, from staff.  And we, we want to take the

 2 time now to go through those and address each of those

 3 areas.

 4 So we have four areas that we're going to

 5 concentrate on:  Safety, marketing, cost, and

 6 accounting.

 7 MS. COWDERY:  I was wondering, I don't think

 8 some of us have gotten those other handouts you were

 9 talking about.

10 MR. GEOFFROY:  My apologies.

11 MS. KEATING:  They should be in your, the

12 little folder.

13 MR. MOSES:  This thing?

14 MS. KEATING:  And there are additional copies

15 here.

16 MS. COWDERY:  Okay.

17 MR. MOSES:  Beth, are you talking about the

18 green folder that you handed out?

19 MS. KEATING:  Yes.

20 MR. MOSES:  Okay.  Did you get one?

21 MS. COWDERY:  I did not get one.

22 MR. MOSES:  Okay.  She didn't.

23 MS. KEATING:  There were two sitting up there.

24 MS. COWDERY:  Oh, we found it.  Thank you.

25 MR. GEOFFROY:  We have split this out
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 1 consistent with the types of questions that we've

 2 received into four areas:  Safety, marketing, cost, and

 3 accounting.  And so the first presentation is a safety

 4 presentation.  And there's these three gentlemen to my

 5 left, Gordon King from, excuse me, Okaloosa Gas, Rick

 6 Wall from Peoples Gas, and Mike McCarty from Florida

 7 Public Utilities that are going to address this section.

 8 MR. KING:  Thank you, Tom.  We knew there were

 9 some direct questions that staff had raised in some of

10 our earlier discussions when we were reviewing the, you

11 know, the documentation that we prepared over the last

12 couple of years for you.  And in doing so, we thought it

13 best today if we just kind of sat down and ran through

14 those questions and let, let the companies who had some

15 different views on, on the responses weigh in on that.

16 But for the most part these were consolidated responses

17 that the member companies who participated in this study

18 came to conclusions on.

19 So I'm going to start off just by kind of

20 going through the questions and responding, and then

21 we're certainly open to follow-up questions on those as,

22 as you please.

23 One of the first questions that you had asked

24 was to please provide the company information for the

25 years 2006 through 2009 in the same format as the
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 1 2010/11 Cut and Cap Monthly Moratorium Report.

 2 And the answer to that was that most companies

 3 were unable to replicate the data in the same format for

 4 the earlier years.

 5 And to expand on that answer briefly is that

 6 when we became aware that we needed to collect the data

 7 that you were looking at in a specific methodology, it

 8 was easy for us to tell the participating companies this

 9 is what we need for you to do from now through the end

10 of 2011.  However, most companies don't have the means

11 because of our, either our billing and accounting

12 systems and our, what we call our operational records

13 keeping systems don't necessarily tie together.  And

14 it's very difficult to try to go back and tie, say, a

15 leak that happened in 2006 as to whether or not it was

16 inactive at the time and for in essence how long of a

17 period of time it had been inactive.  So it was easier

18 for us to go forward and say if you have a leak that

19 occurs this year, when that leak happens we need to make

20 sure that you record it as to the time of that leak

21 whether the account was active or inactive.  So for that

22 reason we were able to get the information since 2010

23 because that's kind of when we began collecting it.

24 However, going backwards it was much more difficult.

25 Some companies had some limited information but it was

FLORIDA PUBLIC SERVICE COMMISSION

000045



 1 not essentially enough of it that we thought we could

 2 compile together and submit it to you.

 3 The second question was did the rule waivers

 4 through 2007 and '09 result in any decrease in safety?

 5 The answer to that is no.  Most companies

 6 report a substantial reduction over the last five years

 7 in damages to service lines.  One factor that we

 8 attribute to this reduction is the public awareness and

 9 One Call notification programs.  And, again, I want to

10 expand on Tom's earlier comments back on slide 6 as to

11 all of the new technologies and techniques that we have

12 in our hands today, we call them our tools that allow us

13 to do a much better job of determining the status, the

14 location, the methodologies that we have for finding

15 these lines in the field.  And I specifically want to

16 call out the 811 system that's in place today.

17 If you look back into the 1970s, One Call

18 programs were voluntary.  Many utilities didn't

19 participate, weren't required to participate, and it was

20 not even a consistent method for the way lines were

21 located and marked.  That technology has changed today.

22 We have, you know, there were two programs in place at

23 the time, CANDY and UNCLE.  We have the 811 system

24 today.  All contractors are required to call before

25 digging whether it's on public or private property if
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 1 they're using equipment.  Even homeowners are required

 2 to call, you know, if they're doing certain types of

 3 excavation.  

 4 One of the biggest problems we used to have

 5 was, was plumbers and septic tank companies or sprinkler

 6 companies that were putting in facilities on

 7 customer-owned property were not calling in for locates.

 8 Today there's a law on the books that says you have to

 9 call and request those locates and we do respond.

10 The recordkeeping that we have today through

11 our GIS systems is so much more improved and enhanced.

12 It allows us to keep and locate those facilities in a

13 much better and more accurate manner today so that when

14 a customer does call in and we respond to a locate at an

15 address, we're able to pull up those records through our

16 computer systems in the field.  We can mark those lines,

17 we can determine the location of those lines where we're

18 using, say, tracer wire on plastic lines that we didn't

19 used to use, and other methods that we have today that

20 weren't in place in the past.

21 MR. McNULTY:  This is Bill McNulty, Commission

22 staff.

23 A follow-up to that discussion would be do you

24 have an idea as to what the percentage or proportion of

25 lines are, inactive and active service lines that is,

FLORIDA PUBLIC SERVICE COMMISSION

000047



 1 that you have GIS information on and know where those

 2 lines are?  Do you have a feel for the numbers on that?

 3 MR. KING:  I know from our perspective that

 4 all service lines that we have on record are in our

 5 mapping systems, whether active or inactive.  I'll show

 6 you a slide here in a minute that depicts a typical GIS

 7 map that shows a service line in the field that has no

 8 different view other than we put a different colored end

 9 point at the end of that service line that depicts that

10 that customer is inactive at this period of time as

11 compared to another customer who's active has a

12 different color.  But the lines are the same and the

13 records that we keep are all the same whether they're

14 active or inactive.

15 MR. McNULTY:  So has that been a change over

16 time that there was a time where maybe some utilities

17 didn't know where some of their inactive service lines

18 were?  Because it seems like some of the, some of the

19 language even in our rule sort of suggests, the proposed

20 rules suggests that if you come across a line that you

21 didn't know was there, you abandon it within a certain

22 set period of time.

23 MR. KING:  That's correct.  You know, most of

24 the records that we have today at one, one point in time

25 were paper records.  And a lot of the utilities -- I say
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 1 a lot -- utility companies had different methodologies

 2 for keeping those records.  Most of us have been able to

 3 scan and digitize those records now, and we have a much

 4 better technology, as Tom alluded to, through our

 5 operator qualification programs and how we require our

 6 employees in the field to draw these diagrams and the

 7 process and procedures that they have for sending that

 8 information through the process to get it into our

 9 engineering departments to get those records recorded

10 and so that they are updated and kept current.

11 MR. McNULTY:  So just so I understand, you

12 feel as though it is known now you have a GIS system

13 that basically maintains an accurate record of all

14 active and inactive service lines?

15 MR. KING:  Today they're much more better than

16 they were 30 or 40 years ago.  Yes.

17 MR. McNULTY:  Okay.  Not 100%, but it's

18 better.

19 MR. KING:  I can't say they're 100%, but I'll

20 say that the accuracy is many times fold better than it

21 was.

22 MR. McNULTY:  Thank you.

23 MR. KING:  This, this graph, if you will,

24 depicts information that the Public Service Commission

25 posts based on the reports that the operators submit
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 1 annually.  And I think in the graph you can see over

 2 time the decrease in valves and mains and gas leaks back

 3 through 1995 through current 2010 numbers have been

 4 decreasing.

 5 MR. MOSES:  Do you have any idea why it

 6 increased slightly in 2010?

 7 MR. KING:  Well, there's a little cyclical --

 8 I won't say it's cyclical.  But you can see there are

 9 some years where there are some bumps.  I cannot

10 pinpoint specifically why that would occur.  My, my gut

11 reaction may be to that, it's due to construction

12 cycles.  You know, a lot more times when we see an

13 increase in construction, whether it's, you know, a lot

14 of times highway work or subdivision development work,

15 we will see an increase somewhat in that.  But I can't

16 say specifically as to why.

17 MR. MOSES:  And I know you've got this thing

18 labeled as mains, but this would include service lines

19 as well; correct?

20 MR. KING:  That's correct.

21 MR. MOSES:  Okay.  Thank you.

22 MR. KING:  Noting that the data FNGA has

23 already provided reflects that the number of lines

24 inactive for five-plus years has increased 25% over the

25 waiver period, would it be feasible for companies to

FLORIDA PUBLIC SERVICE COMMISSION

000050



 1 proceed to bring into compliance those lines that have

 2 been inactive more than ten years?  If not, please

 3 explain why.

 4 Well, with the recent decision to extend the

 5 moratorium until the end of 2014, the companies believe

 6 that they can be in compliance for those lines that are

 7 inactive more than ten years.  Although this can be

 8 accomplished, we believe it may not be the best use of

 9 limited resources from a risk perspective.  So we can do

10 that; however, the choice is where do you spend your

11 limited resources of operation and maintenance dollars?

12 There may be other areas that we would deem on an

13 individual basis as a higher priority as opposed to

14 abandoning certain service lines.

15 MR. MOSES:  Were any of you, and I'm sure

16 that's a dumb question on my part, but you were, those

17 of you that were in the gas industry when this rule was

18 promulgated back then, do you know why the rule was put

19 into place?  Was there a huge problem that it was

20 fixing, or what's your recollection on that?

21 MR. KING:  I think Rick's probably the senior

22 member at the table and I'm going to defer that question

23 to him.

24 MR. MOSES:  Just had to single you out, didn't

25 they?

FLORIDA PUBLIC SERVICE COMMISSION

000051



 1 MR. WALL:  I could see that one coming a mile

 2 away.

 3 THE COURT REPORTER:  Could you pull the mic

 4 towards you, please. 

 5 MR. WALL:  Sure.  I could see that one coming

 6 a mile away.  But my understanding is -- I started in

 7 this industry back in 1978.  I originally started with a

 8 privately held utility company down in South Florida

 9 called City Gas, and I think City Gas was involved in

10 several situations that, that was, you know, part and

11 parcel to how some of these rules were created, in

12 specific I know as it relates to the meter removal

13 program and the capping and sealing with the shutoff

14 valves there.

15 But in specific regards to the inactive

16 service line rule, I think, as Tom and others spoke

17 earlier, it was at a time and period when the

18 recordkeeping, the One Call systems were very, you know,

19 very weak and very nondescript compared to the way that

20 they are today.  We were having a series of third party

21 damages on services where folks were not calling for

22 locates, and this was on active services and inactive

23 services.  But I think one of the key factors were, you

24 know, utilities weren't as actively participating in the

25 One Call programs.  They were not responding to the One
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 1 Call locate requests through at that time, I think it

 2 was mentioned, UNCLE or CANDY.  It was a volunteerism

 3 system within the same timeline.  Services were being

 4 pulled, pulled away from the home, there was ignition

 5 back at the building envelope, and subsequently in some

 6 cases there were fires and explosions.

 7 I think it was recognized that, you know,

 8 where that was happening is there wasn't clear

 9 understanding by the excavator.  They weren't seeing

10 things like meters and regulators at those properties

11 that would indicate that there was a natural gas service

12 present.  And since they weren't having interaction with

13 company crews or there weren't other programs to support

14 their interaction with information sharing and locating

15 as I described, they were excavating without, you know,

16 the proper knowledge and subsequently those damages were

17 occurring.

18 MR. MOSES:  Well, let me ask you this, because

19 you just mentioned that they wouldn't see a meter

20 present or anything, wouldn't know gas was there.

21 Wouldn't that condition still exist today, because I

22 believe you mentioned earlier that when you go out there

23 you pull the meters?

24 MR. KING:  Yes.  That's correct.  In fact, you

25 know, one of the things that's kind of come of all this
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 1 effort and the participation that's occurred between the

 2 utilities working together here, you know, addressing,

 3 you know, basically the updating or modernization of

 4 this rule is we've identified amongst ourselves what we

 5 think are key weaknesses.  And one of those weaknesses

 6 is just as you described, that riser that would be at

 7 those present -- present at those properties that has no

 8 marking or labeling.  And we have talked amongst

 9 ourselves and recognized that it's a necessary safety

10 step and a step that we should be implementing here

11 shortly to provide proper marking and notification.  Not

12 only for the prospective property owner, but also any

13 excavator or other party that was doing any work on that

14 site.

15 MR. MOSES:  But really it boils down to the

16 participation in 811 really for the safety factor.

17 MR. WALL:  We truly believe that that is

18 probably the most significant factor on why the damages

19 have dropped as it relates to inactive services.  

20 And certainly, as Gordon described, the

21 recordkeeping that we have today is dramatically

22 different than it was at that point in time.

23 MR. MOSES:  Okay.  Thank you.

24 MS. COWDERY:  I have a question for

25 Ms. Keating.  I'm a little concerned on page 22 in the
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 1 answer about the use of the word "moratorium," and I

 2 wonder if you could take a look at that.  I'm not sure

 3 what is meant by that.  I mean, is that referencing the

 4 decision to allow an extra year to come into compliance?

 5 Is that --

 6 MS. KEATING:  That's probably was just a poor

 7 choice of words.

 8 MS. COWDERY:  As long as everyone understands

 9 --

10 MS. KEATING:  But we understand that to be an

11 extension of the time period to come into compliance.

12 MS. COWDERY:  Okay.  So it's not really a

13 moratorium then?

14 MS. KEATING:  No.  This a poor choice of

15 words, and I apologize.

16 MS. COWDERY:  Okay.  Thank you.

17 MR. KING:  The next question that we would

18 address was how do the companies address inactive

19 service lines in the context of their DIMP?

20 The answer is service, services, whether

21 active or inactive, are given the same treatment within

22 DIMP and any other regulatory requirements.  And I refer

23 to our different aspects of our DIMP program which

24 covers things such as leak surveys, line locating

25 procedures, corrosion control and monitoring programs,
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 1 and our public awareness programs.   

 2 Whether a line is active, and I want to make

 3 sure that we emphasize this as much as possible so that

 4 you do understand that whether a service line has a

 5 current customer on it or not, from our operation and

 6 maintenance perspectives there's no difference in the

 7 way those two lines are addressed or treated.  They have

 8 the same identical treatment in terms of maintenance

 9 requirements, our patrolling requirements, the annual

10 leak survey requirements that we do.  Anything that is a

11 requirement of a customer that has an active service

12 line applies to an inactive service facility as well.

13 So I want to make sure that we don't -- that we do

14 distinguish that there is definitely, that that is

15 brought to your attention.

16 With respect to replacement of bare steel or

17 cast iron replacement programs and initiatives, how do

18 companies anticipate dealing with inactive lines in the

19 context of these programs, if at all?  I.e., replace,

20 abandon when you find them, et cetera.

21 The companies have proposed rule language that

22 requires inactive bare steel or cast iron service lines

23 to be retired and physically abandoned within six months

24 or in accordance with a Commission-approved replacement

25 program.
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 1 Again, you know, we, we recognized that PHMSA,

 2 we recognize the federal regulatory environment is such

 3 that we're being -- we are ourselves looking more and

 4 more at our bare steel and our cast iron facilities and

 5 we realize the need for public safety and for other

 6 reasons to retire and replace those assets and

 7 facilities with more modern, more efficient, and better,

 8 better materials that we currently have.

 9 So we recognize that in any of the bare steel

10 service lines that we have or cathodically unprotected

11 service lines that would be within that window would be

12 either retired or, in essence, if the customer was, was

13 an issue that was raised, if a customer wanted to retain

14 that service line, we would have to do something other

15 than keeping it in place as it was.

16 MR. MOSES:  Let me run this idea by you.  How

17 much heartburn would it give you to put a period after

18 six months and eliminate the rest of that part about the

19 replacement program because of that being such a long

20 period of time?  These types of materials are going to

21 be minimal in numbers, I would think, in this category.

22 I mean, you may have others that are in-service.  But as

23 far as inactive, I would think they would be minimal.

24 MR. KING:  I would say that generally

25 speaking, yes.  However, if, if we could have a -- I
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 1 want to call it an exception, but there's certain

 2 utilities that have, for instance, cast iron replacement

 3 programs in place.  And I understand, as you say, they

 4 may be ten years long.  But if I've got a plan that I'm

 5 going to replace a section of main next year and I've

 6 got now service lines that, you know, are in that

 7 section of my system that I'm going to replace or

 8 require to be, you know, retired, it's a little cost

 9 ineffective for us to go out and cut those lines when

10 maybe next year I'm going to be out there anyway

11 retiring that entire system and replacing it with, you

12 know, new polyethylene and new replacement service

13 lines.

14 So it could be, you know, it could still --

15 you know, additional cost to the utility when within a

16 reasonable period of time we could, we could have that

17 taken care of anyway.

18 MR. MOSES:  But it would satisfy the safety

19 issue more so and it would still give you a lot of

20 flexibility.

21 MR. KING:  It does provide flexibility.

22 However, I would say that there's still that, that

23 period of time where, you know, we would still have to

24 go out and, and make those, you know, incur those costs

25 to go ahead and retire those things.
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 1 MR. MOSES:  You know, you've got to leave the

 2 barn once in a while now.

 3 All right.  Go ahead.

 4 MR. KING:  How do companies monitor inactive

 5 lines?  

 6 And, again, I'm reemphasizing a point we've

 7 made, inactive lines are treated in the same manner as

 8 active service lines.  All required regulatory records

 9 and inspections are maintained with an active service

10 line just as they are with an inactive service line.  

11 The slide that I have posted up here for you,

12 it's maybe a little difficult to depict, but I want to

13 show you that the green dots on there represent what we

14 call active customers.  And you'll see scattered out

15 through there a few light pink dots.  If you look over

16 to the legend on the right side of the page, there's a

17 different colored dot for a meter or what we call an end

18 point that has a different color for an inactive

19 account.  So we can see who those are.  We can also

20 determine by the type and color of the line on the map

21 what type of material that is, whether it's cathodically

22 protected in some cases or whether it's a coated or bare

23 steel line or, or a plastic line.

24 And so if you think back 40 years ago, we

25 would look at a piece of map and all we would see was

FLORIDA PUBLIC SERVICE COMMISSION

000059



 1 white paper and blue ink, and the only thing you would

 2 know to depict whether a line was of a different

 3 material or nature is what was scripted directly onto

 4 that map, either that or through a dash line or a

 5 different type of nomenclature for that.

 6 Many of our companies now have mobile GIS

 7 systems that our field technicians have with them in the

 8 field and they can pull this information directly from

 9 their, from their trucks.  Many of us have the ability

10 to update our records much more frequently than we did

11 in the past.  Again, if you think back years and years

12 ago, we used to carry rolls of D-sized drawings for

13 every, every truck that we had, and it was a major

14 undertaking and a major expense either once a year or

15 twice a year to re, reprint all those record drawings.

16 We would have to actually go out, reprint them,

17 redistribute them, pull in the old drawings.  So that

18 process is so much more convenient for us today to do a

19 more frequent updating of our records and keeping track

20 of where our facilities and where our assets are than

21 we've had in the past.

22 What are company procedures for addressing

23 leaks on inactive lines?  

24 All companies have procedures for addressing

25 leaks on service lines, which are currently handled on a
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 1 case-by-case basis.  And I'm not skirting the answer to

 2 that question.  I'm just saying that companies have

 3 different methodologies for dealing with a leak on a

 4 service line.  I'll say, for instance, in my particular

 5 case if we have a leak on an inactive line that's what

 6 we would call a bare steel line, we're going to kill and

 7 abandon that line at that point in time.

 8 If it's a, you know, if it's a commercial

 9 account that may be, could be a plastic line or

10 something of that nature that we anticipate maybe within

11 the next year or so of somebody coming back into, you

12 know, into service there, we would potentially repair

13 that line and leave it in service.  But it's to some

14 degree on a case-by-case basis.  Certainly if we don't

15 see a future use for that at the time, we would, you

16 know, we would typically just abandon it.

17 Is it feasible for companies to notify new

18 homeowners of inactive lines on their property?

19 And the answer is companies are not always

20 aware when new homeowners take possession.  However,

21 companies are willing to provide an annual communication

22 to ensure awareness and the opportunity of utilization

23 of inactive service lines.

24 Many of us through our public awareness

25 programs now are communicating this message to, to our
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 1 current customers, and customers who are potential

 2 customers in our service territories where we have

 3 inactive services.  And you'll probably see through some

 4 of the marketing promotions that we have that we are

 5 direct mail marketing to property owners that we know

 6 have inactive service lines present.  It's not always

 7 possible the first time around, you know, you know, we

 8 receive tons of mail, you receive a lot of mail at your

 9 house every day and you don't always read every piece of

10 mail from a particular company at one time.  But through

11 repetitive marketing practices and doing this on an

12 annual basis we believe that we have a better chance of

13 recouping some of those customers.

14 As Tom alluded to, you may have just replaced

15 an electric water heater in your house and you may not

16 be ready to replace it with a natural gas water heater.

17 But a year from now or two years from now conditions may

18 be different and may warrant you to make a different

19 decision than you would have otherwise made.  So we're,

20 we're certainly open to, and many of us already are

21 doing that notification process.

22 MR. GEOFFROY:  That was the last direct

23 question that we had on the safety side, so I would open

24 it up to any further questions that you may have for

25 safety.
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 1 Okay.  I want to thank Gordon and Rick and

 2 Mike.  And the next section is a marketing presentation,

 3 and we have Vicki O'Neil and Joann Wiehle -- I knew I

 4 would get that wrong, Joann -- doing presentations on

 5 the marketing side.

 6 MR. MOSES:  Vicki.

 7 MS. O'NEIL:  Okay.  Thank you, Tom.

 8 And good morning.  And I'm Vicki O'Neil with

 9 the City of Tallahassee, and I'm going to talk a little

10 bit about marketing efforts across the state with regard

11 to the cut and cap.  And forgive me if I'm repeating a

12 little bit of what Tom has said and Gordon earlier, but

13 I think it's very important -- everybody in this room

14 knows the market on natural gas and how it's just taken

15 off in the last few years.  It's definitely growing as

16 our technologies change for extracting gas, and it's

17 becoming cheaper and it's becoming very desirable for

18 customers in this economy, and that has a great impact

19 on our marketing programs and, you know, we've been

20 feeling really good about it.

21 We also have some conditions that we have to

22 address that have hurt us in this time, and one of those

23 is foreclosures.  We've talked about the increased

24 number of foreclosures in some areas where they have

25 whole subdivisions sitting that have been built with gas
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 1 that have not been able to sell those homes or are in

 2 some state of financial distress.

 3 We also have a lot of commercial outlets that

 4 are unoccupied or out of business at the current time.

 5 And for those of you that live in Tallahassee, if you

 6 look at Tallahassee Mall, you'll see a good example of

 7 that.

 8 Homes that have no gas service or that are

 9 sold to new owners and the new owners are unaware of

10 that gas service, that's another situation, and the

11 overbuilding, of course.

12 The example that Tom gave earlier about the

13 water heater, and I think Gordon talked about also, I'll

14 call your attention to another example here in our

15 Tallahassee market.  Southwood, the whole subdivision

16 here, a large majority of the subdivision was built with

17 gas fireplaces only, and a lot of people, for whatever

18 reason, decide they're not going to use that fireplace

19 any longer.  So there's an opportunity for us as

20 marketing folks to reach out to them, which we did do

21 that and had some small success in getting to those

22 folks, to install other gas appliances.  So giving them

23 the option is very important.

24 To address the questions that we have, please

25 describe the marketing efforts undertaken during the
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 1 past 4.5 years targeted at reinstituting service on

 2 inactive lines.

 3 Companies have instituted various marketing

 4 programs that have targeted inactive service line

 5 premises, including direct mail, traditional marketing

 6 strategies such as television, radio, and print.  In

 7 your packet of information you'll find some marketing

 8 plans that have been laid out by a group here in

 9 Florida.  Okaloosa Gas, Florida Public Utilities, the

10 City of Tallahassee, and TECO have all submitted

11 materials here to show our outreach to these customers.

12 Someone mentioned repetitive marketing, and

13 that is a very good thing to do.  We like to call it

14 relentless follow-up.  So we want to get those

15 customers.

16 The second question, please identify those

17 programs described in response to number 14 that the

18 companies considered successful, as well as those that

19 have not been successful.

20 Success can be defined differently among

21 companies.  Based on marketing efforts during the

22 moratorium, customers have returned to the system.

23 Companies will continue to develop marketing strategies

24 and approaches based on current economic conditions.

25 And, again, you'll find some of those strategies
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 1 outlined in the materials that were handed out to you.

 2 Next question, do the companies anticipate

 3 that future marketing efforts targeted at reinstituting

 4 service on inactive lines will be more successful?  If

 5 so, why?

 6 Yes, we consider them to be more successful in

 7 the future because the economy and the market are

 8 improving, natural gas prices are very competitive, and

 9 high awareness levels of the advantages of natural gas

10 are out there, and we believe that the public is

11 becoming more and more aware on a daily basis.

12 We have had good success with these programs.

13 Again, relentless follow-up is important.  We would

14 intend to focus on those locally.  And I can speak for

15 Tallahassee, what we're doing is the direct mail.  We've

16 had good success with that.  Going back to programs that

17 have not been successful, I haven't found anything that

18 just flat out didn't work yet.

19 Now the FNGA as a group, we have had meetings

20 with marketing staff and we have all discussed amongst

21 ourselves ways to reach out to these customers, and I

22 believe that we've gleaned the best of the best from

23 those meetings.  So we're going to continue in our

24 efforts, and I really feel that with the market the way

25 it is that we're going to continue to retrieve those
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 1 customers.

 2 Questions?

 3 MR. GEOFFROY:  Any questions on the marketing?

 4 Thank you, Vicki and Joann.

 5 Next is the cost questions that we've received

 6 and I'll be handling this section here.

 7 The first question was did granting the rule

 8 waivers of '07 and '09 provide any benefit other than

 9 cost savings for the companies?  

10 And the answer to that is clearly yes.

11 Companies were able to do a couple of things.  One, make

12 sure that these marketing strategies that Vicki just

13 described were tested, and to determine how successful

14 they were or were not being, they implemented best

15 practices and those types of things, and the results are

16 improved reconnections of these inactive service lines.

17 And the second thing is that by not having to

18 do the cut and cap of these inactive service lines

19 simply because they've hit five years we've been able to

20 utilize resources, contractors and employees, to perform

21 other high-risk assessed tasks such as maintenance, leak

22 surveys, growth activities on our system and try to

23 address those.

24 The next two questions really have a similar

25 answer here, and it's -- the question really, what are
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 1 the costs associated with, one, removing the meter, two,

 2 cutting and capping the line, and really it's three,

 3 reinitiating service on a line that has been cut and

 4 capped?  

 5 And the answer to that really is that there's

 6 a wide variety of costs that could be incurred depending

 7 upon whether it's residential or commercial and

 8 depending upon the physical factors, whether pavement is

 9 involved, whether it's a multimeter installation,

10 whether, you know, the landscaping around the area where

11 the cut and cap would need to be incurred.

12 But we have come up with some ranges that --

13 you know, and each company has different personnel doing

14 it at different pay rates and different benefit

15 packages, and so it's very, very difficult to get

16 specific costs for this, so we've just tried to come up

17 with ranges.  And this is really for both residential

18 and commercial, so you see pretty wide ranges.

19 Generally speaking, the residential activities

20 are going to be on the lower end of the range.  The

21 commercial activities will be on the higher end of the

22 range.  And so from all the companies and the FNGA, the

23 estimated range for meter removal cost is between

24 $25 and $200.  And, you know, for a simple residential

25 meter it's on the low end of the range.  If you get into
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 1 a rotary type or a large diaphragm meter that takes two

 2 men to go out and remove, then it could be, you know, on

 3 the upper end of the range.

 4 For cutting and capping the service line, the

 5 low end of the range is 35, $350, and the upper end of

 6 the range is $2,500.  Again, you can get into some very

 7 complex commercial service line cut and caps because of

 8 these lines going through a lot of pavement and, and

 9 just very tight areas in which to perform the tasks.

10 And then cost to reinitiate service, most of

11 the utilities don't really do that.  What they do

12 instead is they'll run a brand new service line.  And so

13 the, the new service line costs are typical for any

14 service line because it's a very -- it's the same

15 process.

16 Now Rick is going to, Rick Wall is going to

17 describe a little bit of how these retirements take

18 place.  And you have -- there's a couple of charts here.

19 I think that there are also handouts so that they're a

20 little bit bigger and a little bit clearer to read as a

21 handout hopefully.

22 MR. WALL:  All right.  What we have here on

23 this particular slide is a residential service

24 retirement.  At the top of the slide basically depicts

25 on the very left side where the main is, the service
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 1 tee, the approximate depth of that service line.  And

 2 then you'll see following along the line the service

 3 line over to the gas riser at the, that would be at the

 4 premise.  That break in the middle really is just to

 5 depict the fact that these services are not always a

 6 straight line.  These services, you know, are at varying

 7 lengths, and other conditions are in place.  But just to

 8 try and give a quick idea here.  

 9 Obviously there's a transition fitting there

10 at the riser, and then the riser comes up to the meter

11 set.  The shutoff valve is there at the meter set, and

12 there you have the equipment necessary to serve the

13 home.  Typically the service lines average about 30

14 inches to 36 inches, you know, coming across the

15 property depending on the tie-in point.  So that's your

16 standard explanation of a residential service.

17 The next piece on the very bottom really helps

18 depict what's involved in the retirement.  And I think

19 as folks said here earlier, you know, our, our concern

20 is really identifying, you know, what are we working

21 with with retirements and what may be the potential

22 issues associated with that?  

23 Again, you know, in the retirement you're

24 going to basically cut and cap that service line about

25 two feet off the main.  You're going to provide a cap or
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 1 a fitting on the end of that line, which is another

 2 appenditure to the pipe that has to be, you know,

 3 properly performed and, you know, and certainly presents

 4 itself as another potential failure point at some point

 5 in time down the line.  

 6 You're going up near the gas riser.  The

 7 standard practice is to cut the line again there at that

 8 point.  Gas has been removed from the line, and then to

 9 cut the riser off at ground level.  Obviously in both of

10 these scenarios the meter wouldn't be there any longer

11 because it would have been removed under the two-year

12 rule, but we try and put it there for illustrative

13 purposes.

14 At the end of the day, once this retirement is

15 complete, you're, you know, going back to that main

16 point, you're going to have a pup or a stub sticking off

17 that main.  And one of the things that, you know, we may

18 talk about here a little bit later is, you know, when

19 you look at our third party damages and you look at

20 those leak rates, a lot of companies have had difficulty

21 in marking and identifying those locations of the stubs

22 because you're no longer able to put locating equipment

23 on that facility because the service is no longer there.

24 And the stub -- looking at, you know, our

25 statistics, specifically speaking on behalf of Peoples
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 1 Gas, is probably the more common third party damage that

 2 we're experiencing today as a result of excavators.

 3 Excavators call for utility locates, they're provided a

 4 locate that provides the location of the main.  We do

 5 our best to identify from field measurements that were

 6 taken at the time of the retirement where that stub is.

 7 But it's changing environments and there's no physical

 8 way to get a signal onto that stub and to provide an

 9 accurate location electronically through the locating

10 process.  So it is an issue; you know, one of the things

11 that we're concerned with as an industry.

12 That, that is a description of the residential

13 service retirement.

14 MR. MOSES:  Let me ask you this question, and

15 I apologize for not knowing the answer, for not

16 remembering what the regs say on excess flow valves.

17 But if you had an inactive line that's been setting

18 there for a while and you go to reactivate it for a

19 customer that's decided to put in a hot water heater and

20 it doesn't have an excess flow valve on it because it

21 was installed a number of years ago, would you go in and

22 put an excess flow valve on that line at that time you

23 reinstated the line?

24 MR. WALL:  As Tom mentioned earlier, typically

25 companies don't reinstate a retired line.  They'll run a
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 1 new service line.

 2 MR. MOSES:  No.  I mean, the one that's

 3 inactive but it hasn't been retired.  The ones in

 4 question that were under this rule.

 5 MR. WALL:  Right.  I understand.  It's not my

 6 company's practice -- I can't speak on behalf of the

 7 other companies -- to install an excess flow valve on a,

 8 on a turn-on basically that would occur.  Because what's

 9 happening is the service is in place.  The only thing

10 that's happening is a meter is being set and the gas

11 service is being turned on.

12 (Inaudible.  Simultaneous conversation.) 

13 MR. MOSES:  But if it was capped and removed

14 and all that, you would have been going in and putting

15 in a new service line at that point; correct?

16 MR. WALL:  That's correct.  If we were

17 installing a new service line, an excess flow valve

18 would be installed.

19 MR. MOSES:  So the people that are taking this

20 service because it's been in existence for a long time

21 and inactive, they're actually getting a substandard

22 service compared to somebody that was going to go in

23 there with a new service.  They don't have an excess

24 flow valve, they don't have new pipes.  Essentially

25 they're getting the old stuff for the same price.
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 1 MR. WALL:  Well, it depends -- you know, I

 2 mean, I don't know that I would agree with the

 3 substandard classification.  I recognize that the rule

 4 changes are in place, but you have a lot of quality

 5 services that have been installed over time that don't

 6 have excess flow valves.  It certainly is a safety

 7 feature that is required for all new installations.  But

 8 typically it would not be installed and, and service

 9 would still be provided at a high level to the customer.

10 We're still providing cathodic protection, we're still

11 providing leak surveying, we're still assuring the

12 quality and the assessment of the materials through our

13 maintenance programs, and as well the DIMP activities 

14 that were discussed earlier.  We're constantly

15 evaluating the distribution systems for safety concerns

16 and potential failure points.

17 MR. MOSES:  Because the push from PHMSA from

18 the last discussions that we've had with them is to --

19 you know, they're putting out all these new regs, but

20 they're wanting to get all this stuff on, by attrition

21 getting rid of all the old stuff and then it'll all be

22 up to the new standards.  And when this rule was

23 discussed, because there was a couple of incidences that

24 were discussed that accidents had occurred with the

25 inactive lines, and everybody was questioning why they
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 1 don't change the federal regulations to something

 2 similar to what the Florida rule is.  So don't be too

 3 surprised if you see it on the radar screen that the

 4 federal folks are going to look at this rule as well.

 5 It's just a heads-up.  They may or may not do it, I

 6 don't know, but there was a discussion about it.

 7 MR. KING:  Let me add to that comment too that

 8 even though we may, if that line is currently in place,

 9 let's just call it a bare steel service line, at some

10 point in time when we are upgrading that distribution

11 system, replacing those steel mains with plastic lines,

12 at that point in time, you know, we would then go in,

13 replace that steel main, and then replace that service

14 line as well with the new service line plastic line,

15 which would have an EFV on it.  It was just a matter of

16 a gap of time between, say, today and getting a customer

17 back on today as opposed to maybe having to wait two

18 weeks or three weeks to schedule a service crew to come

19 in and install a new service line.

20 Sometimes time is a little bit critical.  If

21 you've got a customer who's had an electric water heater

22 fail and they know now there's a gas service there at

23 their house and they call us and they say, I understand

24 you guys are giving away free water heaters.  Yes,

25 ma'am, we are.  You have an inactive service line.  We

FLORIDA PUBLIC SERVICE COMMISSION

000075



 1 can get a crew out there today and I can get your gas

 2 water heater installed this afternoon.

 3 Absent the ability to do that, it would be,

 4 well, I've got to get you in the schedule.  It'll take

 5 me 48 hours to get a line located in there to follow the

 6 procedures, to, you know, crews scheduled to go out, and

 7 by that time we've probably lost another customer for

 8 another ten years.

 9 MR. McNULTY:  I have one question about this

10 slide.  We're talking about the possibility of when you

11 have a service abandoned and removed, you have the stub

12 out and that that represents a bit of a safety issue

13 because it doesn't exist in your system; is that right?

14 That you don't have, you don't have information that

15 would in a typical 811 call identify that location; is

16 that right?

17 MR. WALL:  We do have the data in the system

18 that identifies that there is a main there, and as well

19 we have the information that identifies that there is a

20 retired service stub on that main.

21 What I was trying to describe was it is

22 impossible to locate the stub electronically through the

23 locating means that are performed today and you have to

24 rely on records.  And should there be condition changes

25 to the property or to the right-of-way, it will be very
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 1 difficult to make a determination as to exactly where

 2 that stub is.

 3 And that, and that was the point I was trying

 4 to raise there is the third party excavator, if you

 5 can't pinpoint it and he's digging along or parallel to

 6 that main, more times than not he's going to hit that

 7 stub because you don't have connectivity of a service

 8 line to provide the appropriate marking of where that

 9 presence should be.

10 MR. McNULTY:  You're not going so far though

11 as to say that inactive service line that is in the

12 system and you know the specific location of it through

13 your system is in any way, you know, more dangerous than

14 would be just a stub out that you don't know

15 specifically where it is; you know it's there, but you

16 don't know specifically where it is?

17 MR. WALL:  No.  I'm saying that it is easier

18 to mark and protect the facility with a service line in

19 place than it is in cases of retirement and property

20 changes.

21 MR. McNULTY:  Thank you.

22 MR. GEOFFROY:  Rick, would you -- the next

23 slide is commercial service.

24 MR. WALL:  I didn't see you change that.

25 The commercial service is very much the same.
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 1 The activities that I described, the depth will probably

 2 be different in most cases.  This is a case where the

 3 line will typically be 36 inches in depth.  

 4 One of the other key differences here is

 5 rather than being, digging in soil or loam, you'll be

 6 digging specifically in most cases under asphalt.  This

 7 will either be at a public right-of-way point or in a

 8 commercial property that is typically either paved with

 9 asphalt or concrete.  So there's significant activities

10 that are required from the construction crews associated

11 with a retirement.

12 The same activity throughout the retirement

13 right up to the riser point.  Again, nine times out of

14 ten that's an area where you're going to have a paved

15 over issue and it's going to require that basically

16 you're going to have to remove that pavement or replace

17 that pavement.  All the other activities associated with

18 the retirement are essentially exactly the same.

19 MR. McCARTHY:  Any time we have to excavate we

20 run a risk of damaging other facilities.  There's

21 inconvenience to traffic or homeowners and there's

22 restoration that we wouldn't have to do we if we weren't

23 cutting and capping each one of these.

24 MR. GEOFFROY:  Any further questions on the

25 retirement activities of commercial and residential?
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 1 MR. MOSES:  I don't have any.

 2 MR. GEOFFROY:  Okay.  The next question on

 3 cost was are there less expense, expensive options that

 4 provide a comparable degree of safety?

 5 And our response is yes, that our proposed

 6 rule modification language would provide for lower costs

 7 with a comparable degree of safety.  We don't believe

 8 that the modifications that we're proposing degrade the

 9 level of safety.  We believe that they are very similar,

10 if not the same, as, as the activities that we have to

11 do today under the current rule as Rick described.

12 The final part of the presentation is the

13 accounting presentation.  And the first question there

14 is did the companies make more money by not retiring the

15 lines in accordance with the rule?  

16 And as I described earlier, I think the answer

17 to that is no, earnings are actually reduced as a result

18 of the rule changes that -- or the moratorium.  Because

19 the inactive service line, the meter set, and regulator

20 are not retired, depreciation expense and property taxes

21 continued to be incurred.  When you retire those, then

22 those two items stop.  You no longer depreciate an

23 asset.  You no longer have it in your property tax

24 returns to the cities or counties and you don't pay

25 property taxes on it.
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 1 In addition, the avoided cost for removal

 2 would have been recorded in accumulated depreciation

 3 under the rule, thus there's no effect to earnings from

 4 that as well.

 5 How should the Commission address the issue of

 6 retirement of inactive service lines?  

 7 And our response is under our proposed rule

 8 modifications, at the end of five years we would

 9 determine -- facilities determined to be retired would

10 be cut, capped, and retired just like they are today.

11 Those that are determined to be in a monitored status

12 would remain active in our company's operating and

13 accounting records.  No accounting entries would be made

14 at that time.  As I said earlier, depreciation expense

15 and property taxes would continue to be incurred.  And

16 then retirement would only occur when facilities are

17 determined to be at risk or need to be retired in

18 accordance with the proposed rule.  At that point in

19 time the cost of removal expenses would be incurred and

20 they would be recorded against accumulated depreciation.

21 The next question was at what point, if any,

22 would companies, and particularly investor-owned

23 utilities, anticipate retiring inactive facilities?  

24 And the answer here is the same as the answer

25 to the previous question.  The facilities that you
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 1 determined at the end of five years need to be retired

 2 would be, would -- you would do so and you would do so

 3 exactly as you do under the current rule.  All the

 4 others, at some point you may determine that they need

 5 to be retired and at that point you would retire them

 6 and incur the expenses that you, that you would under

 7 the current rule.  Any questions on the accounting?

 8 So that brings us basically to the summary of

 9 our presentation here.  And so as a general practice, we

10 do not believe that it's necessary to physically abandon

11 inactive service lines.  The requirement for operating

12 and maintaining inactive service lines are the same as

13 those for active service lines, regardless of the

14 duration of the inactivity.  Companies must physically

15 visit each inactive service line at least once every

16 three years to ensure compliance with, with state and

17 federal rules.  With the increased implementation of

18 automated meter reading, this frequency is equivalent to

19 that of active service lines today.

20 Companies have a damage prevention program in

21 place that effectively covers locating requirements of

22 both active and inactive service lines and are members

23 of the Sunshine State One Call of Florida Program.

24 Service lines, both active and inactive, provide useful

25 and effective connection points for the ability to
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 1 physically locate such underground lines -- and that's

 2 what Rick's point was earlier -- and provide visual cues

 3 for excavators, property owners, and utility locators as

 4 an aid in identifying the presence of underground

 5 natural gas lines, while ensuring that these facilities

 6 are adequately marked and properly protected.

 7 Companies have implemented Distribution

 8 Integrity Management Plans and programs that provide a

 9 process for effectively addressing inactive service

10 lines based on risk.  Measures to determine the

11 disposition of inactive service lines can be addressed

12 for all identified threats and risk rankings as opposed

13 to duration of time.  

14 With the implementation of GIS, or Geographic

15 Information Systems, field technicians have ease of

16 access to important information to aid in correctly

17 locating company facilities, and supplements the ability

18 to physically connect to a service riser to identify and

19 mark service lines, whether active or inactive.  

20 And because of this, these, what we've

21 presented to you today we believe that it is appropriate

22 for us to pursue updating the rule.  We'd like to work

23 with staff to come up with specific language, as I said

24 earlier in this presentation, that gives comfort to

25 everybody, including the general public, that, that we
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 1 continue to provide safe and adequate service to

 2 customers.  And so we, we thank you for the opportunity

 3 to make this presentation and to have the workshop.

 4 We're happy to answer any additional questions, and we'd

 5 like to continue to work with the staff, as I've

 6 indicated.

 7 MR. MOSES:  Well, you all obviously put a lot

 8 of work into this.  It was very informative.  I learned

 9 a lot.  I appreciate you coming in and discussing it

10 with us.  I'd like to take some time and go back through

11 it word for word, everything you've said in here, to

12 make sure I understand everything.  And I may have some

13 more questions for you and some others may have as well,

14 and we'll pursue it.

15 MS. KEATING:  Well, we'd also like to say if

16 staff has any additional data requests, we'll be happy

17 to provide responses.  And we'd be happy, we'd actually

18 look forward to the opportunity to a follow-up workshop,

19 if that's appropriate, to work through changes to

20 language.  If you have some proposals that you'd like us

21 to take a look at that you feel more comfortable with,

22 you know, we'd be happy to do that and get back together

23 at a later date.

24 MR. MOSES:  Okay.  Thank you all very much.

25 MS. COWDERY:  The transcript of the workshop
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 1 should be ready by July 26th.  I like to give an

 2 opportunity for anybody to submit postworkshop written

 3 comments.  I don't know if the association is interested

 4 in doing that.  There may be some other parties or

 5 persons who may want to do that.  We were looking at a

 6 possible August 9th date.  If you were thinking of

 7 submitting anything in addition, is this date

 8 acceptable, or do you, would you want to consider more

 9 time?

10 MS. KEATING:  I think August 9th would be

11 sufficient for our purposes.

12 MS. COWDERY:  Okay.  So are there any

13 additional questions, comments from anyone?

14 Okay.  Then thank you very much for your

15 participation, and our workshop is adjourned.

16 (Proceeding adjourned at 11:18 a.m.) 
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