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1 PROCEEDI NGS
2 THE COURT: So let's go ahead and go on the
3 record. This hearing will now be in order. Today
4 I s Monday, June 24th, 2019. Pursuant to notice,
5 this case is being held here in Tall ahassee,
6 Fl orida, before the D vision of Adm nistrative
7 Hearings. | amGary Early. | amthe
8 Adm ni strative Law Judge presiding.
9 The case before nme is Peoples Gas System
10 versus South Sunter Gas Conpany, LLC, and City of
11 Leesburg. Case nunber 18-4422.
12 The purpose of this hearing is to take
13 evidence to allow ne to devel op findings of fact,
14 concl usions of |aw and a recomended order that
15 will be submtted to the Public Service Conm ssion
16 for the entry of a final order resolving a
17 territorial dispute regarding extension of gas
18 service to areas of The Villages in Sunter County
19 Florida. In doing so, | will apply, in general,
20 the standards set forth in Section 366.04(3)(b)
21 Fl orida Statutes, and Florida Adm nistrati ve Code
22 Rul e 25-7.0472.
23 Coul d I have counsel identify yourselves for
24 the record, starting wth counsel for petitioners,
25 Peopl es Gas.
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1 MR. BROWN:  Andy Brown, Your Honor, Macfarl ane
2 Ferguson. | am here with Thonmas Farrior.

3 THE COURT: Al right.

4 MR. KRUPPENBACHER: Frank Kruppenbacher, Your
S Honor .

6 THE COURT: Al right. M. Kruppenbacher, all
7 right.

8 And, we will do themin order. South Sunter.
9 MR, VWHARTON: Jon Wharton and Fl oyd Self for
10 Sunt er Gas.

11 THE COURT: And for the City.

12 MR, MOYLE: Your Honor, Jon Myyle for the Gty
13 of Leesburg, and Karen Putnal is with us. Another
14 lawer with the firm lan Waldick will be here in
15 and out as well.

16 THE COURT: Al right. | think I probably

17 know t he answer to that question, but | always ask
18 it. Do the parties anticipate a transcript will be
19 or der ed?

20 MR. BROMWN: Yes, sir.

21 THE COURT: Al right. A couple of

22 prelimnary matters before we get going.

23 | think everybody here is experienced enough.

24 You understand the rules of hearsay in a proceeding

25 such as this. Hearsay is adm ssible to suppl enent
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1 or expl ain other non-hearsay evidence that is it's
2 not sufficient in itself to support a finding of
3 fact unless it's adm ssible over objectionin a
4 civil trial; therefore, | intend to admt hearsay.
5 | noticed fromthe joint stipulation that
6 there were a nunber of hearsay objections to
7 certain of the exhibits. | intend to admt
8 hearsay. | w Il ask that when we do have a hearsay
9 objection, if you nmake the objection, if you just

10 specify it for the record so that I know that it's
11 t here.

12 And if you do have sone reason -- | nean

13 there are obviously reasons that woul d nake

14 sonet hing that's otherw se hearsay non-hearsay. |If
15 it's being introduced for sonething other than the
16 truth of the matter asserted in the docunent, it's
17 not hearsay. |If it's subject to an exception, it's
18 not hear say.

19 So if you have sonething that woul d cause ne
20 to be able to rely on a particular piece of

21 evi dence wi thout substantiating information, | wll
22 certainly accept argunent and nake a ruling and go
23 fromthere.

24 Oficial recognition. | did have the Public
25 Service Commission's notion for official
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1 recognition, which | granted. | intend to take
2 official recognition of any statute, any
3 adm nistrative rule, any final order of the Public
4 Service Commi ssion or any other agency, al
5 deci sional case lawin the state of Florida so you
6 don't have to make a specific request for official
7 recognition. | amagoing to take into account
8 ever yt hi ng.
9 Let's talk -- and | have a coupl e of other
10 things, but let's go ahead and get the
11 sequestration issue.
12 | know that -- are there any fact w tnesses
13 that are here in the roomat this point?
14 MR. BROWN:  Your Honor, we woul d argue that
15 Jack Rogers fromthe City, who was one of their
16 desi gnated corporate representatives for
17 deposition, would be a fact wtness. | think M.
18 Moyl e's position is he is also an expert. | think
19 they designated pretty nuch everybody who is a fact
20 Wi tness as an expert, but our position would be,
21 given that he was the corporate representative, we
22 woul d view himas a fact w tness.
23 THE COURT: Ckay. Al right.
24 MR, MOYLE: Your Honor, if | could be heard on
25 that as well.
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1 We actually had three corporate
2 representatives when he noticed the deposition
3 because there are a whol e host of topics, so we had
4 three people that appeared. But M. Rogers is the
5 Director of Natural Gas. He has been there since
6 1979. He has expertise in safety and in operations
7 and in construction.
8 When your predecessor entered the order, he
9 told us to identify our witnesses by fact and by
10 expertise. And we identified M. Rogers as fact
11 and expert. And we tal ked about what he woul d
12 provi de fact testinony on, and then we said,
13 M. Rogers may provide opinion testinony about the
14 construction, operation, safety and oversight of
15 natural gas distribution systens, custoner
16 I nteraction and natural gas supply. He may provide
17 responsi ve testinony and PGS testinony that has
18 been the scope of the topics identified above.
19 So that was done nonths and nont hs ago when
20 this was identified. | just learned that ny
21 col | eague, ny esteened col | eague was goi ng to ask
22 for M. Rogers to be excused right before we the
23 got up today.
24 And M. Rogers, not only does he have
25 expertise and | plan to ask hi mabout sone safety
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1 i ssues and he has a | ot of operational experience,
2 | think the record would be better informed. But
3 al so I have been working on this case for a nunber
4 of months now, and | amgetting up to speed, and I
5 am no expert in natural gas matters and he can hel p
6 me with work product during the case, so | would
7 respectfully ask that he remain in.

8 MR, VWHARTON: Briefly, Your Honor?
9 THE COURT: Hang on.

10 Let me ask you, M. Myle, who is your client
11 representative?

12 MR MOYLE: M. Mnner, he is the Gty
13 Manager .

14 THE COURT: Al right.

15 MR, MOYLE: And he was also part of the
16 (b)(6). We had three people, the Chief Financial
17 Oficer, and M. Rogers, the Director of Uilities
18 and the Gty Manager.

19 THE COURT: Al right, M. Warton.

20 MR, VWHARTON: Briefly, Your Honor, this issue
21 will cone up again.

22 THE COURT: | noticed there are a nunber of
23 wWitnesses |isted that are listed as fact and expert
24 W t nesses.

25 MR, WHARTON: Yes. First of all, Your Honor,
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1 | have done previous trials with you and |I ask that
2 it be okay that we remain sitting here in argunent.
3 If | stand up, it's a no see zone because of ny
4 gl asses and ny nose.

5 | think another inportant fact --

6 THE COURT: We will get that off the table.

7 We are going to be here for a few days and we are
8 going to be taking lots of breaks. Wen | cone

9 in-- | nean, | appreciate it the first tinme, it
10 was great. | always love it. But don't feel like
11 you have to spring to your feet every tine | walk
12 in that door, so --

13 MR, WHARTON: Coats on or off?

14 THE COURT: If | need you to stand up, | wll
15 have sonebody cone in and say oy yay, oy vyay,

16 ot herwi se be seat ed.

17 MR, VWHARTON: | think one additional fact,

18 Judge, and there are other witnesses who are in the
19 sanme, it is true he was the corporate

20 representative all the way back in Cctober or

21 Novenber, whenever it was. Then in January, there
22 was an exchange of witness list, and for whatever
23 reason, M. Rogers' deposition was never taken in
24 hi s personal capacity. That would have nmade this
25 I ssue about whether or not he is really an expert
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1 easier to get to, but for whatever reason, that was
2 not done.

3 THE COURT: GCkay. Al right. Anything

4 further?

5 MR. BROWN:  Your Honor, very sinply. He is

6 not a retained expert. | think that's generally

7 the dividing Iine when we are tal ki ng about

8 sequestration, is that the retained experts can sit
9 intolisten to the testinony to help themw th

10 their expert opinions.

11 He is a fact witness. He may know a | ot about
12 t he gas business, but he's a fact witness. He is
13 here as the Director of Operations for the Leesburg
14 system
15 THE COURT: Al right. | think, under the
16 circunstances -- | didn't nmake any kind of a
17 di stinction when | entered ny order at our
18 preheari ng conference. G ven the representation
19 that M. Rogers is going to be appearing in sone
20 capacity as an expert witness, | amgoing to allow
21 himto stay in the room
22 | would think, at this point, there has been
23 enough di scovery that there probably aren't a great
24 nunmber of secrets left to be uncovered. So given
25 my previous ruling, and the lack of anything to the
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1 contrary since then, I amgoing to go ahead and

2 allow all w tnesses who have been identified on the

3 list as being expert w tnesses, whether they also

4 have a factual conmponent, to stay in the room

5 Now, do we have any people who are |isted

6 solely as fact witnesses that are in the room

7 t oday?

8 Al right. | hate to do this to you, but | am

9 going to have to ask you to be seated in the room
10 outside. | would ask that you not discuss your

11 upcom ng testinmony with each other. Every other

12 topic in the world is okay, but just to avoid --

13 and | am sure you probably discussed this matter at
14 | ength before this, but now that we have convened
15 this hearing, if you would refrain from di scussing
16 matters related to your testinony until after you
17 are done testifying, okay?

18 (Fact witnesses |left the courtroom)

19 THE COURT: Al right. So I have a

20 guestion -- | have two questions, actually. Let ne
21 do the easy one first.

22 Confidentiality. | know there is |ikely going
23 to be a good bit of it confidential information in
24 this proceeding. |I'mnot going to -- | know at the
25 PSC, you have got the red folders and they are all
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1 gat hered up and given back. | have an obligation
2 to transmt a record to the Public Service
3 Conmm ssion, so | amgoing to be keeping
4 confidential exhibits that are provided to ne for
5 transm ssion to the PSC.
6 | think the only instruction that | can give
7 you in ternms of confidentiality is when
8 confidential exhibits are proffered, that you just
9 advi se your witness to avoid specific discussion of
10 the confidential elenents.
11 If it's sonething that's on a nap or on an
12 exhibit, | can see it. But it's really -- | nean,
13 | have always been a little -- the way the
14 Conmmi ssion deals with confidential information,
15 given the fact that these are public hearings, it's
16 al ways been a little bit of a nystery to ne. | am
17 going to be take confidential information, and to
18 the extent that the parties feel -- and | sure you
19 have di scuss di scussions, all three of you, |
20 suspect, are going to have confidential infornation
21 flowing around, so | think it's in all three of
22 your interests to make sure that the
23 confidentiality is maintained for everything, but I
24 amgoing to kind of leave it up to you as to how
25 you instruct the witnesses to deal with it.
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1 Anything that y'all feel like |I need to do to
2 make that anynore enforceable? | guess, it's not
3 really a matter of enforceability, but -- you know
4 what | nean. Does that sound reasonabl e?

5 MR, MOYLE: Okay. At |least here, you don't

6 have the live TV that they have at the PSC.

7 THE COURT: True enough. True enough.

8 Al right. Now, the last question |I have, and
9 | have to find it.

10 Al right. So as | was going through -- and
11 this issue was not addressed in the prehearing

12 stipulation. So as | going through 366.04, in

13 subsection (5), which | read as pertaining to

14 el ectrical, but it contains the standard that, at
15 |l east in electrical territorial disputes, one of

16 the issues for disposition is whether there is

17 uneconom ¢ duplication of facilities. And | don't
18 see that in subsection (3) specifically pertaining
19 to gas. And | don't see that in rule 25-7.0472.

20 However, | have gone through a nunber of Conm ssion
21 orders, and there are at |least a half a dozen, if
22 not nore, sone dealing with approval of territorial
23 agreenents, sone dealing actually with the

24 di sposition of a territorial dispute that apply

25 that standard. So is there any dispute anong the
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1 parties as to whether | have the authority, or
2 whet her | shoul d take up the issue of uneconomc
3 duplication of facilities during this proceedi ng?
4 Y all want to tal k about that anobngst
5 yourselves? | don't know if you have had that cone
6 up yet, but like | said, | made it a point |ast
7 week to go through a | ot of Conm ssion orders, and
8 it seens to be an itemthat the Conm ssion thinks
9 it has the authority to take up.
10 MR BROMWN: That is correct, Your Honor. |
11 t hi nk you do have the authority to do that. And in
12 particular, if you | ook at 25-7047 -- | amsorry,
13 that's the wong one -- 25-0471 -- that may not be
14 the right one either -- the rule on territorial --
15 THE COURT: Territorial agreenents?
16 MR. BROMWN: -- tal ks about that as a concept,
17 and they do talk about that. | think that the
18 Conmm ssi on, over the years, has de facto adopted
19 that as a standard to be considered. Certainly the
20 cases certainly go into that. So our position
21 woul d be that you are certainly allowed to do that,
22 and that a legitimte subject of discussion in this
23 case.
24 THE COURT: Well, and | did nmake sure that |
25 was | ooking at nore than just the, you know, orders
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1 that are adopting the territorial agreenent that
2 has cone about as a result of the territorial
3 di sputes. There was at | east one case | | ooked at
4 that dealt wwth a territorial gas dispute, where
5 they said, we are |ooking at the issue and apply
6 the policy of determ ning whether there is
7 uneconom ¢ duplication of facilities.
8 | guess the issue is, is there any dispute on
9 the part of any of the parties as to whether that's
10 sonet hing | should be | ooking at?
11 MR, VWHARTON: That's sonething that the
12 parties could address in the PROs, and | think w ]|
13 address in the PROs, but beware of the de facto
14 adoption of policies by the Conm ssion. That's
15 sonet hi ng we can al so address in the PRGCs.
16 THE COURT: Well, it may well be an unadopted
17 rule that | can't apply under 120.57(1). So there
18 are all kinds of issues that you will have an
19 opportunity to explore, but that's one that cane
20 up --
21 M5. MLLER  Your Honor, | guess it's a good
22 question. W probably will address it in the PRO
23 THE COURT: | only have good questions.
24 MR MOYLE: But | think obviously, the staff
25 is using the rul es and have gone through the
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1 process, and PSC is not imune from rul e-naking,
2 SO --
3 THE COURT: | amgoing to take a | ook at 0471
4 alittle nore closely when we have our first break
5 and see if that applies, because they are certainly
6 related, and typically nost of the territorial
7 agreenents arise because of territorial dispute, so
8 It makes sense. But | will take a |look at that and
9 I will give you all an opportunity to explore that
10 as well.

11 Al right. Anything else we need to take up
12 as a prelimnary matter?

13 MR, WHARTON: The only thing | can think of,
14 Your Honor, whether you want do this before or

15 after openings, the parties have tal ked anong

16 thensel ves and agreed that all the exhibits to

17 whi ch there are no objection could be noved in

18 now - -

19 THE COURT: Al right.

20 MR, WHARTON: -- so they could be used

21 t hroughout the case.

22 THE COURT: Wiy don't we do that after when we
23 get into the nore evidentiary portion of this.

24 MR, WHARTON: That's fine.

25 THE COURT: But let's go ahead and start with
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1 opening. And as | indicated, we will start with
2 the petitioner, and then the respondents can have,
3 | assune you divided up your 20 m nutes --

4 MR, VWHARTON: We have.

5 THE COURT: -- as you have chosen, so we w |
6 start with Peoples.

7 MR. BROMAN:  Your Honor, could | nove that

8 bl ack | ecturn around just to have sonething to set
9 my notes on?

10 THE COURT: Sure. Absolutely. And if you
11 need -- | nean, we have -- it |looks |ike you al

12 brought sone. W have whiteboards and things

13 around here.

14 (Discussion off the record.)

15 THE COURT: Al right.

16 MR. BROMN: May it please the Court?

17 Your Honor, in this case, the evidence is

18 going to show that SSGC and Leesburg have created
19 an unregul ated natural gas utility, and that in
20 doi ng that, they have extended service to an area
21 t hat shoul d be reasonably served by Peoples Gas and
22 Is part of the Peoples' territory.

23 Now, in this case, you are going to hear two
24 different versions, whether it's Leesburg or SSGC,
25 tal king about how this all cane about. The
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1 Leesburg version fromA Mnner is that he had this
2 I dea Leesburg had a nunicipal gas system and that
3 it would be great if they could nonetize that, and
4 if they could expand it and becone a conpetitor
5 with regular gas utilities, with natural gas --

6 with public gas utilities such as Peoples Gas, and
7 that he approached The Villages and cane up with

8 this idea, and that they extended their lines into
9 an area that Al Mnner will admt in testinony that
10 he knew t hat Peopl es had the capability to serve.
11 He knew they were the cl osest gas conpany in the
12 area, and yet he extended up in that area. | am
13 going to show a map about that in a nonent.

14 The other version is The Vill ages version.

15 And their version is that they originally had an
16 area known as Fenney, where Peoples Gas was

17 serving, and Peoples Gas had done the

18 installations. And their viewis going to be that
19 Peopl es Gas did such a horrible job on the

20 installations that they had to switch conpani es,

21 they had to go to Leesburg because that was the

22 only reasonable thing to do.

23 Now, there is going to be sone issues the cone
24 up about that. First of all, with regard to these
25 construction problens, you are going to hear that
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1 they aren't particularly severe. There is not
2 going to be any testinony that they |ost sales, for
3 exanple, or that they had anything |ike that
4 happen. And | amnot sure if they are going to put
5 on testinony about the dollar anmounts that were
6 i nvol ved, but in the context of a three-and-a-half
7 mllion dollar or so project, they are not very
8 significant. Most inportantly is the fact that the
9 problens with construction were solved | ong before
10 this agreenent gets entered into.
11 Peopl es had a contractor by the name of R A W
12 Construction. Peoples was brought into this job
13 | ate. The job had already gotten going. And you
14 wi Il hear from The Villages saying that they are
15 very big on speed and |ike things noving al ong.
16 And wel| before the tinme of this agreenent, The
17 Vill ages and Peoples agreed that RA W w Il be
18 repl aced by anot her contractor named Hamlet. And
19 Ham et was the contractor that The Vill ages want ed.
20 And nost critically, you will hear that Ham et is
21 the contractor that continued doing the installs
22 once Leesburg cane in.
23 In other words, it's not going to be a
24 situation where they say, well, we had to switch
25 contractors and they bring in Leesburg and suddenly
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1 it's a whole new work crew. Wat you will hear is
2 that they have used the sane crews with Leesburg
3 that they already using on the Fenney project that
4 The Villages is already using, it's the sane crew.
5 There is no change. The probl ens have al ready been
6 solved, and so this really -- there is not going to
7 be any testinony that this is an ongoi ng probl em
8 once the contractors are sw tched.

9 Most inportantly what you will hear is that

10 this -- that there was nore than just sw tching

11 contractors. And the testinony from Brian Hudson
12 will be that they did this deal with The Vill ages
13 once there was sufficient revenue for The Vill ages
14 and once there was control by The Vill ages.

15 And so you are going to hear that they don't
16 just substitute a new joint trench agreenent, and
17 that's the agreenent typically used by The Vill ages
18 when doi ng these installations. They cone up with
19 t hi s huge new agreenent known as the Purchase and
20 Sale Agreenent. And that's what this case is going
21 to be focused on a great deal.

22 That agreenent is negotiated throughout 2017.
23 It is signed in February of 2018, and it originally
24 starts out as a lease. And, in fact, when Your

25 Honor | ooks at the copies of the agreenent, the
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1 headi ngs on all pages after the first pages refer
2 to the | ease. That gets changed because of tax
3 I nplications. Nobody wants to pay the property
4 taxes on this. And if The Villages owns the
5 property, they have got to pay the taxes or else
6 Leesburg has got to pay the taxes, and so they say,
7 aha, we wll now change this so that it is a sale.
8 W are selling the assets to The Villages -- from
9 the Villages, or SSGC.
10 And | use those terns interchangeably. They
11 are going to be used interchangeably. SSGC is
12 South Sunter Gas Conpany. |It's a partner of The
13 Villages, and The Vill ages | and conpany is
14 mentioned in the agreenent. They are all kind of
15 really the sane thing. The evidence is going to be
16 that they are all really kind of the sane entity in
17 terms of who is running it.
18 You will hear that SSGC wil| describe this as
19 sone sort of a financing arrangenent. They w ||
20 describe it as a whole lot of things. But the big
21 thing they will say is that this is a sale. And
22 this sale, this agreenent, in effect, creates a
23 natural -- it creates a unregul ated natural gas
24 utility. And | want to show you kind of the
25 hi ghl i ghts of what the agreenent does.

Premier Reporting

Reported by: Debbie Krick



6/24/2019

Peoples Gas Systems

Hearing proceedings before: Judge Early - Volume 1 24
1 The first thing is that SSGC recei ves revenue
2 fromthe sale of gas. The purchase price in the
3 agreenent is not set forth. There is not sonething
4 that says, we are buying this stuff for, you know,
5 $20, $80 nmillion, whatever your nunber is. They
6 don't do that. Wat they do is they set up an
7 arrangenent where they are going to share gas
8 revenue.

9 The other thing they do that's interesting

10 is -- the evidence is going to be this is not the
11 Leesburg gas systemthat's serving here, because

12 it'"s not like they just extend Leesburg and they

13 use the sane rates and they use all the sanme stuff.
14 They don't.

15 What the agreenent does is, it says that The
16 Vil l ages' custoners, the people being served

17 pursuant to this agreenent, are going to be charged
18 the Peoples Gas rate. And you will hear evidence
19 that they do that because they don't want

20 discrimnation of rates within The Vill ages,

21 although it will create it within the Cty of

22 Leesburg.

23 But the big thing is that is howthey set this
24 up so that essentially The Villages is receiving

25 roughly 50 percent of revenues. You wll hear
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1 52 percent at one point, 55 percent, sonewhere in
2 t hat magni tude of revenues are going to The
3 Villages as part of this agreenent.

4 You wll note there is no fixed paynent

5 schedule. That is inportant in a |ot of the cases
6 that will be cited to you once we send our PRO So
7 there is not a schedule. The revenue is unrelated
8 to the cost of construction. It doesn't -- there
9 I's no indication anywhere.

10 In fact, the testinony will be from |

11 bel i eve, Jack Rogers, we w |l say, or maybe even A
12 M nner wll say, we don't know what the cost of

13 construction is because the only thing we know is
14 what we are paying under the agreenent, and so we
15 just have to pay based on this division of the

16 revenue.

17 SSGC controls the rates. Leesburg cannot

18 change the rates for The Villages' custoners

19 wi t hout perm ssion from SSGC. |In fact, in the

20 agreenent, that is the only way that Leesburg can
21 get out of the agreenent, is if a certain netric of
22 costs gets within a certain paraneter, they can go
23 to SSGC and say, we need to raise our rates, and
24 SSGC, in its absolute and sol e discretion,

25 determ nes whether they can do that. And if they
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1 don't do it, then that's Leesburg's one option to
2 get out of the agreenent. We will tal k about that
3 I n a second.
4 The inportant thing is, Leesburg doesn't get
5 to raise the rates. They are going to testify
6 that, well, you know, this is Leesburg, it's
7 Leesburg, it's Leesburg. But Leesburg would be a
8 muni ci pal gas systemthat can't control its own
9 rates for The Villages custoners, and that's what
10 the evidence is going to show.
11 It's al so going to show that SSGC det erm nes
12 where the expansion is, and there is |anguage in
13 t hat agreenent that says that the parties shall
14 expand wherever SSGC wants to go, and it is
15 contenplated that there is going to be new areas in
16 whi ch to expand.
17 The other thing is that SSGC is the ultinmate
18 owner of this infrastructure. Now, although the
19 agreenent is styled as a purchase and sale, on
20 virtually any way that the agreenent ends, Leesburg
21 has to give everything back to The Vill ages.
22 If the agreenent ends and -- if there is early
23 term nation, the scenario | just tal ked about,
24 wher eby Leesburg were to say, we are not making
25 noney on this, we are squeezed on our margin and so
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1 we got to cancel this agreenent, then that neans
2 they have got to give all of this infrastructure
3 that's been built back to The Vill ages.
4 The sane thing happens if they -- upon the end
5 of the 30-year term-- and the agreenent doesn't
6 say a 30-year term It's tied to the Gty of
7 W | dwood Franchi se Agreenent, which is a 30-year
8 term and that's why everyone is going to refer to
9 that, although the agreenent does not specifically
10 nmention the termof 30 years. It says, the term of
11 the Gty of WIdwood Franchi se Agreenent for this
12 entity, for SSGC -- or Leesburg, rather.
13 And so what happens is at the end of the 30
14 years, Leesburg has to sell it back to SSGC for
15 depreci ated value if SSGC desires to buy it. Not
16 for actual value, but for depreciated value after
17 30 years of paynents. And we are going to talk
18 about how much that m ght be.
19 The other thing that happens is that WI dwood
20 has an option at the end of the 30 years to
21 pur chase the system from Leesburg. And the
22 agreenent says that if that option is exercised,
23 then SSGC coul d purchase the system agai n back from
24 The Villages -- or back from Leesburg for the
25 depreciated rate, an ted The Vill ages woul d be the
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1 ones who negotiated the terns of sale with the City
2 of Wl dwood, and they woul d keep all the revenue
3 derived fromthat sale.

4 So they talk about it being a purchase and

5 sal e, but the overwhel m ng evidence is that SSCC is

6 getting all of this back at the end of the

7 agreenent under virtually any scenario that you

8 conme up with in terns of how it ends.

9 You wi Il hear testinony fromour expert Terry
10 Deason, a fornmer comm ssioner, who is going to say
11 t hat when you put all of this together, along with
12 sone other factors, SSGC is operating as a utility.
13 They are an unregul ated natural gas utility, a
14 public utility, and that this is not a Leesburg
15 system This is not a case where the Leesburg has
16 extended its lines out to an area outside the city
17 and it's still in the Leesburg system This is
18 sonething that is very different.

19 Now, the next issue in all of this is that the
20 | ines by Leesburg and SSGC have been extended out
21 to where they clearly infringe upon Peopl es’

22 territory. And | show you this, Your Honor. This
23 shows what Peoples -- this shows kind of what

24 Peopl es' infrastructure was shortly before this

25 agreenent gets signed. And you will see that this
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1 is their lines here. This is going to be known as
2 State Road 44, the 468 line. This big area here is
3 The Vill ages of Fenney that we tal ked about
4 earlier -- that | tal ked about earlier, that that
5 IS where Peoples installed and is serving those
6 custoners. They also have lines that extend al ong
7 all the way down here.

8 And you are going to hear testinony fromT. J.
9 Szel i stowski, the President of Peoples, fromRick
10 Wall, fromvarious experts, and really various

11 experts on both sides, you are going to hear a | ot
12 of testinony that generally the way natural gas

13 territories are created is that one extends |ines,
14 typically you have a custoner -- and you will hear
15 t hat Peopl es had custoners down to this area, they
16 had additional custoners here, and then over tine
17 they extended this 468 l[ine. And when they do all
18 of this, they build it and design it with the

19 under st andi ng and the hope that they are going to
20 be able to serve all the people off of this |ine.
21 And you are going to hear testinony to that effect.
22 You wll ear testinony that that's part of the
23 whol e regul atory schene. You will hear testinony
24 that if you can't fully utilize these |ines because
25 sonebody el se cones in here, then you are going to
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1 end up having an effect on the rates for the

2 exi sting custoners, and at the sane tine, if you

3 are allowed to expand, it has the effect of

4 | onering rates and makes sure that there aren't

5 underutilized investnments. And that's generally

6 the way this works.

7 So what has SSGC and Leesburg done?

8 Here's what they have done. Here's where they

9 extended. And they have built all of these areas
10 here, here, here. They are known as Bi gham North,
11 sone testinony is Bigham North, Bi gham West, Bi gham
12 East .

13 And they also are building two -- the green

14 lines are mainlines, and there wll be discussions
15 about this, and that the only way they can serve is
16 t hey have got to build a line right up against and
17 al ongsi de of Peoples' already existing line. They
18 have had to build a |line her for about two mles to
19 get up inthis area to be able to serve here.

20 Whereas, the testinony woul d be that Peoples is

21 right there. They could tie-in -- there is going
22 to be testinony it's a couple of feet away from

23 Bi gham West to the Fenney devel opnent that actually
24 crossed over lines. There is going to be testinony
25 about the difficulties and potential safety
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1 concerns when you cross over lines. And so that's
2 what has happened here, and they have sinply just
3 taken all of this territory.

4 So the question becones, how do we resol ve

5 these territorial disputes? Wll, how do you

6 figure out who is supposed to serve when sonebody
7 has cone mles and run lines inmediately parall el

8 to existing |ines?

9 And really the way that happens is you go

10 into -- and | forgot ny page here. But you end up
11 tal ki ng about generally the cost to serve, and what
12 the regulations talk about is the capability of

13 each utility to serve the area. You are going to
14 hear testinony about Peoples' capabilities in a |ot
15 of areas in terns of disaster recovery, in terns of
16 their ability to have gas.

17 The cost of each utility to provide natural

18 gas service, you are going to hear that costs --

19 obviously, it's going to cost nore. Just on the
20 basis of these two lines alone, it's going to cost
21 nore for Leesburg and SSGC to serve because they
22 have got to build |lines to duplicate lines that are
23 al ready existing, and they have got to run a line
24 up fromthe south from470 up north to the 501

25 [ine, it is known.
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They tal k about the cost of labor. They talk
about the mains. They talk about all of these
things. And normally, in a typical dispute, we
woul d be in a big argunent over how this all cones
together, and who is paying nore for neters and who
Is paying less for neters; who is paying nore for
| abor and who is paying |less for |abor.

But inthis case, it's very different, and
that is because Leesburg's cost to serve is the
anount of noney that it is paying in the agreenent.
They are paying -- as long as they have the
infrastructure, you are going to hear testinony
that they are paying. It doesn't matter if it's
paid off. You are going to see -- you are going to
see there is emails where this was a concern by the
City of Leesburg. There is discussions about the
fact that, you know, it doesn't make any sense that
after 15 years, a lot of this stuff is paid off and
we are still making paynents. And so if you start
to neasure what the difference in cost to serve is,
it is going to be substanti al.

So what's the difference in cost to serve?
Vell, the first difference is the line on 501 and
44/ 468, those green lines that | just showed, the

testinony is that it's 2.2 mllion. 1In fact, the
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1 testinony will be that it's an oral contract

2 bet ween Leesburg and The Villages that the Vill ages

3 will build those |ines and that Leesburg wl|

4 rei nburse themfor construction, and that's 2.2

5 mllion. And frankly, once our PROis done, we

6 start seeing the cases, | nean, that's already a

7 significant difference right there.

8 There is going to be an issue about Sabal

9 Trail. And | didn't talk about that, the Sabal

10 Trail tie-in. This is the Sabal Trail transm ssion
11 [ine, interstate transm ssion line. And there is
12 going to be an issue about whether or not Leesburg
13 has to get gas off of there to in order to fully

14 serve these custoners. And there is certainly

15 i ndi cations that they do have to do it. There is
16 going to be sone disagreenent about whether it's

17 specifically for The Villages or not.

18 But there will be testinony in order to

19 reserve the spot on the line, and to build actually
20 what's known as a gate station, which is a station
21 that ties into that Sabal Trail line. That will be
22 another two to five mllion, depending on the

23 t esti nony.

24 The biggest issue is the cost of

25 infrastructure. W wll have our expert Stephen
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1 Dur ham who is an econom st, who is going to say if
2 you take the nunbers and nake sone reasonabl e
3 assunpti ons about what the Peoples Gas rates are,

4 and you take reasonabl e assunptions about what this
5 | ooks like, 2,000 hones over 30 years, 200 firnms,

6 and there is various estimtes and there is various
7 testinony about it. The testinony wll be

8 essentially what he's doing is taking kind of the
9 m ddl e- of -road nunbers. That over 30 years, it

10 will -- that the City of Leesburg will pay to The
11 Villages, or nore properly, The Villages wl|l

12 receive in revenue, shared revenue, fromthe sale
13 of natural gas $180 million. That over that sane
14 30-year period, it would cost Peoples Gas roughly
15 $90 million to build the sane infrastructure. So
16 The Villages is receiving fromgas revenue an

17 addi tional $90 mllion.

18 Keep in mnd, their position is that SSCGC is
19 not a utility. So if it's not a utility, then what
20 is conpared by -- then what the Comm ssion has to
21 do is deternmine which utility's cost to serve and
22 you conpare them And so the SS -- the Leesburg
23 cost to serve is whatever is in the agreenent, and
24 the difference between those two nunbers, what it
25 woul d cost Peoples to put together this
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1 infrastructure and install it versus what Leesburg
2 Is paying for that infrastructure is approxinmately
3 $90 million.

4 So you end up with a difference in the cost to

5 serve of approximately $94 nmillion total once those

6 nunbers are totaled up. It is a vast difference in

7 the cost to serve, and that's what the evidence is

8 going o to show.

9 And the evidence is further going to show --
10 there is nobody who is really going to cone up and
11 say those nunbers are particularly wong. They are
12 going to say, well, they nmake assunptions, but
13 there is no one -- you are not going to hear an
14 expert fromeither Leesburg or SSGC who gets up and
15 says, oh, that analysis is crazy. Here is what the
16 real number is. There is nobody who's testified to
17 that, and nobody will testify to that in this case.
18 THE COURT: M. Brown, let ne give you your
19 DCA three-minute yellow light.

20 MR. BROWN: Thank you.

21 So the question is what would we be asking the
22 Court to do? And what we will be asking the Court
23 to do is declare that the area in the blue, shaded
24 bl ue here, is Peoples' territory. And what it does
25 is it reflects the fact that this is where they
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1 have existing lines. It reflects the fact that

2 they are in the position to serve. This particular

3 map shows sone areas that, based on construction

4 notices, that there are plans to expand. And you

5 are going to hear testinony fromthe rest of the

6 people, from SSGC -- or The Villages are going to

7 say they had all sorts of expansion plans all al ong

8 her e.

9 W cut it off here for a couple of reasons.

10 One is there is a line down here that Leesburg has
11 that serves a prison that's right there, the

12 Col eman prison. But nore significantly, the

13 testinony is going to be that there is not going to
14 be any custoners -- other custoners for The

15 Villages in this area for 20, 30 years. And so our
16 position is who knows what -- the evidence i s going
17 to be that nobody really knows what this is going
18 to look like in 20 or 30 years. Wen the PRGs are
19 filed, you are going to deal wi th gquestions about
20 whet her you go that far in the future what you do
21 i f sonebody is planning to serve an area.

22 But in terns of the light blue, this is an

23 area where Peoples has infrastructure. This is an
24 area that has been invaded by Leesburg in terns of
25 where they've built. And so this is the area we
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1 will ask that the Court determ ne is Peoples’
2 territory. It is based on its already existing
3 infrastructure. |It's based on the way that
4 infrastructure -- that territories are created and
5 expanded in the state of Florida, and so that can
6 where we will be at the end of the day.
7 This case really is going to be -- the
8 evidence in this case is going to be pretty clear
9 t hat Peoples was here. Leesburg cane up to get to
10 themto build right on top of them right across
11 their lines in sone cases. The evidence will be
12 clear that the cost differential is massive. It is
13 on the offered $94 mllion. And so -- and the
14 evidence is also going to be clear that this
15 agreenent has created an unregul ated natural gas
16 utility that should be regulated by the state of
17 Fl ori da.
18 Thanks you.
19 THE COURT: You nust have practiced, you hit
20 it right at 20.
21 MR, MOYLE: M. Wharton and | worked it out if
22 | could go next.
23 THE COURT: Al right, M. Myle.
24 MR. MOYLE: And could I ask a slight exception
25 to your known no phone rule? | was going to try to
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1 use it to divide ny tine.
2 THE COURT: As long as it doesn't nmake noi se.
3 MR, MOYLE: It won't. | planned it as 13
4 m nutes and M. Warton have --
5 MR WHARTON: He is going to | eave ne sone
6 scraps.
7 THE COURT: Al right.
8 MR. MOYLE: This is alittle smaller than
9 M. Brown's nap.
10 THE COURT: Are you suggesting that ny acuity
11 is not as good as it should be?
12 MR MOYLE: | don't know. M eyes are a
13 little different these days.
14 Good norning, Your Honor. Jon Moyle on behalf
15 of the Myle Law Firm It is ny privilege and
16 honor today to represent the Gty of Leesburg.
17 The City has a long, rich history. It was
18 founded nore than a century ago, in the 1850s.
19 They have had a natural gas system since 1959, and
20 it's a proud community | ocated in Central Florida.
21 There are a lot of |lakes in Central Florida, Lake
22 Helen is a central feature of the area. And you
23 wll get alittle better feel and description of
24 Leesburg fromA Mnner, who will be testifying and
25 talking to you, who is the Gty Manager.
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1 | amgoing to spend a little tinme and tell you
2 who the w tnesses are, sone of the witnesses from
3 Leesburg; but | thought it would be inportant, as
4 we start the case, to just describe what is the
5 case about? Wat are we argui ng about?

6 And | think there is a disagreenent about what
7 the case is about. | heard M. Brown's opening,

8 and nost of it -- or alot of it was spent on

9 tal ki ng about an agreenent and a contract. And

10 there is an agreenent, and there is a contract; but
11 respectfully, this is a territorial dispute. And
12 the charge, we believe to you, is to, nunber one,
13 determne is there a territorial dispute? And we
14 are going to take the position that there is not,
15 based on case |aw, and based on what has happened
16 in this area.

17 | would like to briefly describe the history,
18 and M. Brown hit on sone of it. But this is the
19 map that Leesburg has prepared. Al of this yellow
20 area is the City corporate limts of Leesburg.

21 This brown area are custoners that Leesburg serves,
22 but they are not within the municipal limts.

23 There is sonme enclaves and other things that's

24 happened in nmunicipalities, but that's fine. A ot
25 of municipalities serve people outside of their
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1 municipal limts. Nothing wong with it. It
2 happens.
3 This line here goes to the Col eman pri son,
4 whi ch Leesburg has served for 25 years. So if we
5 are going to tal k about historical presence in the
6 area, ny client has had a Iine serving the Col eman
7 prison for 25 years.
8 They have al so been up in Fruitland Park, up
9 in this area. And they served a nunber of
10 customers, including sonme Villages accounts there.
11 And you will hear T.J. Szelistowski, the
12 Presi dent of TECO, he will cone in and say that PGS
13 has been up in northern Sunter County. Their
14 recent business plan -- and you will see the
15 busi ness plan, it's a confidential docunent --
16 suggests, and this has been testified to in a
17 nonconfi dential way, but that they are noving this
18 way'.
19 This line -- this blue line, which is the PGS
20 line, that was put in is very recently. | think it
21 was 2016. And the reason largely it was put in was
22 to go pick up industrial |oad over here. There is
23 i ndustrial |oad over here. Over here there is
24 i ndustrial load. And ny client was assum ng and
25 t hought that, well, all this is going -- they are
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1 going west to serve industrial load. W are at the
2 Col eman prison, our nunicipal boundaries are here
3 and the Villages is noving in this direction, in
4 the southeasterly direction down toward the Gty of
5 Leesburg. It just nmakes sense.

6 One of the criteria is urbanization, you | ook
7 at the degree of urbanization. The Vill ages

8 devel opnent, there is a | ot of homes, comrercia

9 centers, it's going inthis direction and it wll
10 mat ch up nicely with the City of Leesburg in this
11 ar ea.

12 So we are going to take the position first of
13 all that there is not a dispute. And there is a
14 case -- you wll hear fromw tnesses, but there is
15 a Gulf Power versus Gulf Cooperative case that we
16 actually raised with you in the prehearing stip

17 that the Conm ssion | ooked at an area that had a
18 | ot nore interspersed facilities. It was in the
19 Panhandl e. And that they said, you know, we are
20 not going to get inthe mddle of this. W don't
21 think centralized planning and drawi ng |lines on the
22 ground is the best way to go. There is a rule for
23 conpetition, and there is a rule for market forces,
24 and we think that's what's happeni ng here.

25 You know, The Villages is a desired custoner.
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1 They are one of the biggest developers in the state
2 of Florida. W have a |ot of developers in the
3 state, but they are a very substantial devel oper.

4 They had this blue place, the Fenney area, that was
5 served, but they didn't have a good experience.

6 And you will hear themtalk in detail about why the
7 experience was not good. And ny client, again with
8 the Col eman prison that's adjacent to this

9 devel opnment right here, was well positioned, ready,
10 willing and able to serve, and they struck up a

11 conversation. They worked and tal ked about how can
12 we nmake this happen.

13 To go back, Judge, a little bit, you are going
14 to here, as | nentioned, fromM. Mnner. He is

15 the Gty Manager. He is going to tell you about

16 the City. He is also going to tell you about the
17 relationship with The Vill ages.

18 My client provides electricity to The

19 Villages. They provide wastewater services, water.
20 So natural gas, you know, they had a basis for

21 dealing with each other, and it's a good

22 relationship. |f they have problens, they work

23 t hrough those problens. And we do not think that
24 there is a dispute, you know, that would require

25 the PSC -- you and the PSCto get in and say, well,
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1 not wi t hst andi ng your busi ness deci sion and your
2 preference, we are going to have you go the other
3 di recti on.
4 The natural gas business is conpetitive. It's
5 about getting a custonmer. And you will hear people
6 tal ki ng about how do you get it? WlIl, you got to
7 have a custoner, and sonetines lines cross. W
8 have a difference of opinion about that. W
9 don't -- there is no rule on that. There is no PSC
10 rule. There is no anything it that says it's a
11 safety issue, and Jack Rogers will tal k about that.
12 But there are a lot of additional instances
13 where you have conpani es conpeting and are up
14 agai nst each other. And that's just a natural
15 occurrence. So we don't think that there is a
16 di spute at all.
17 You are going to hear from-- you are going to
18 hear fromtwo PSC Conm ssioners who served and who
19 were chairs. Joe Garcia wll be testifying on
20 behal f of the CGty. M. Deason will be testifying
21 on behalf of PGS. | think they will have different
22 public policy views, and | think that there wll be
23 sone interesting testinony that conmes out.
24 Let ne talk for a mnute, if | could, David
25 Di snukes is also going to testify. He is an
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1 expert. He worked for the PSC for many years. He
2 Is a professor at LSU now, and he has done an
3 anal ysis, a report where he | ooked at the statutory
4 criteria and the rule criteria, |ooked at the
5 factors and said, you know, | think this one is
6 better for, you know, for Leesburg. | think this
7 Is ajunp wall or atry tie, and he cane up with a
8 t hought ful anal ysi s.

9 It's inportant because we think that Leesburg
10 prevails when you apply the rule criteria. So if
11 you find -- first of all, no dispute. But if you
12 do find there is a dispute, we think Leesburg w ns
13 on the criteria. But if the criteria, when you
14 bal ance them out, are about equal, there is a rule
15 provi sion that says, custoner preference is a
16 factor. We call it the tiebreaker. And so
17 custoner preference is an inportant conponent.

18 Let me spend a mnute and tal k about sone of
19 the issues that you will hear.

20 | have touched on conpetition, and with al
21 due respect, we believe this is a bit of a

22 | ast-ditch effort by PGS to have the territory
23 granted to them And why is that?

24 You will hear fromthe President of TECO s,
25 T.J., who has just recently been put in that
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1 position, because the position that he is in was

2 never created until a conpany, Enera, bought TECO

3 And it's a conpany that is traded on the Toronto

4 Stock Exchange. | think you will hear -- | am

5 going to ask him questions about, you know, the

6 corporate goals. Gowh is a big corporate goal.

7 Gowh in Florida is a big corporate goal. And we

8 think that what you are seeing here is consistent

9 with those corporate policies, and that this is

10 akin to a last-ditch effort.

11 The agreenent, there has been sone di scussion
12 about an agreenent. | think -- we would take the
13 position that, yes, there is an agreenent, but all
14 of the back and forth, you know, can we do it this
15 way? Can we do it that way? You know, | have

16 negoti ated a | ot of agreenments with utilities over
17 at the PSC, and you give back and forth, this for
18 that, and it cones together.

19 But at | east at the Conm ssion, when an

20 agreenment is in place, they don't pull it and | ook
21 and what about this, what about that and delve into
22 all of the back and forth on the agreenent. It's a
23 busi ness agreenent. | don't think anybody is going
24 to suggest that it's wong.

25 | think sone people nmay say, yeah, we have
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concerns about this. And | think you will zero

T.J. say, | think that the agreenent is of nore

concern to us than the territory. And why is that?

Well, other people may | ook at this agreenent and
say, that's creative. It works out pretty well for
the parties. Let's do that. But respectfully, we
don't think that is the issue before you. That's a

| egi sl ative i ssue as to whether these agreenents

shoul d sonehow be regul ated. They are not now.

And the idea that they are sonme kind of hybrid

utility. M. Rogers is going to testify all of the

things that go along with providi ng gas servi ce.

Who gets the gas? Wio maintains the lines? Wo

buil ds? Who coll ects the noney? Wo does safety?

Who reports to the PSC? Al of those things are ny

client, the Gty of Leesburg. They are the

utility. And you may have to nmake a findi ng of

fact on that, but we don't think it will be a hard
finding to nmake.

The thing cut off.

THE COURT: Tick, tick, tick.

MR, MOYLE: | know.

MS. PUTNAL: You got two m nutes.

MR MOYLE: Two mnutes. Thank you.

The cost issue, the $90 mllion, if you have
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to do a cost -- and | am not even sure you have to
given the earlier discussion about the rule, and we
wll deal with that in a PRO But if you do have
to do one, it ought to be an apples to apples
conparison. And it's a creative theory are,
admttedly. But this -- you know, this big nunber
out there based on a fornulaic approach to the
sharing of revenues, that's not what the past cases
of the Conmm ssion do.

The past cases of the Comm ssion, as you have
read, they look at infrastructure costs and say,
this costs X nunber of dollars. They | ook at pipe
costs. And that's where their focus is.

You know, this 90 mllion, you know, we have a
stipulation of fact that capital costs are not a
di spute. You know, arguably, that's a capital
cost, so we don't think that argunment and that
contention hol ds waters.

The final point is safety. PGS has had sone
chall enges in safety. Rick Mses, the head of
safety division for the PSCwill testify. He is
going to tal k about sone of those chall enges.

Leesburg has a culture of safety. It has a
very good track record on safety. And the rule

says you have sone discretion with respect to
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1 applying factors and | ooking at factors. And
2 respectfully, we think safety should be given a | ot
3 of weight. And things, when they go bad in a
4 natural gas situation, we've seen on the news what
5 can happen, and the Leesburg culture of safety and
6 track record on safety is very good, and | think
7 shoul d be sonething that, as you consider it, you
8 gi ve serious weight to it.
9 So | think that hits ny tine. Thank you.
10 THE COURT: Al right. Thank you, M. Myl e.
11 MR. WHARTON: The how | ong do | have, Your
12 Honor ?
13 THE COURT: | think you have seven m nutes.
14 Did you take all 13? | saw you have it over there.
15 You probably did 14.
16 MR VWHARTON: | will remain here with your
17 per m ssi on.
18 THE COURT: That's fine.
19 MR, VWHARTON:  Your Honor, it's appropriate to
20 explain up front that despite things, South Sunter
21 Gas Conpany is not a gas utility. SSGC neither
22 suppl i es nor proposes to supply gas to the public.
23 That's the statutory definition. Rather, it's an
24 affiliated party and the de facto proxy for The
25 Villages in this proceeding.
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1 The Villages is easily Florida's nost dynam c
2 devel opnent, havi ng devel oped over 60, 000 hones to
3 date, and poi sed to develop tens of thousands nore
4 as the evidence wll show It's The Villages, by
5 t he execution of the agreenent between SSGC and the
6 City of Leesburg, which desires to receive natural
7 gas fromthe city as the devel opnent grows and
8 expands.

9 It's The Villages which PGS seeks as part of
10 PGS service territory, not based on any previous

11 public or otherwise legitimate claim Not based on
12 sone concern for the ultimte user. Not because

13 PGS wants to save Leesburg fromitself, but rather,
14 based on the desire to capture the revenues from

15 the state's nobst vigorous and successfu

16 devel opnent.

17 PGS attenpts to secure an agency order maki ng
18 it the only option for natural gas in the

19 devel opnent despite the fact that The Vill ages,

20 whose track record of success denonstrably shows

21 t hat they know what they are doing and they are the
22 very best at what they do, does not desire to force
23 the establishnment for the first tinme of a PGS

24 service territory, which would enconpass the

25 devel opnent as it grows.
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1 And despite the fact that PGS knows full well
2 that unli ke water, electric, wastewater, the
3 deci sion whether to utilize central natural gas is
4 in the hands of the developer. And despite the
5 fact that PGS knows full well that The Vill ages has
6 devel oped tens of thousands of hones w thout
7 natural gas, and intends to return to building
8 homes wi thout natural gas if it is forced to do
9 busi ness with PGS and unabl e to honor its agreenent

10 wi th Leesburg.

11 | want to tal k about two things about the

12 statute and the factors to be consi dered.

13 One thing you will hear all the way through

14 the PRGs is that the Legislature clearly and

15 unequi vocally wote the applicable statutes, at

16 | east in sone respect, in a very clear and specific
17 way, and a way that as inportant inplications to

18 t he outcone of the case.

19 The first one is is that the Legislature

20 clearly and specifically said that activities of

21 muni ci pal gas utilities are not regul ated by the

22 Public Service Comm ssion or anyone el se except on
23 the issue of safety. And the evidence will show
24 that the PSC has no safety concerns with Leesburg's
25 natural gas system

Premier Reporting Reported by: Debbie Krick



6/24/2019

Peoples Gas Systems

Hearing proceedings before: Judge Early - Volume 1 51
1 The Legislature also specifically and clearly
2 spelled out in the statute that certain enunerated
3 factors should be considered in resolving the
4 di spute, and that after enunerating sone of those
5 factors, the statute states those factors aren't
6 excl usive, and that Your Honor is not limted to
7 t hose factors.

8 This was wi se of the Legislature because there
9 has never been a natural gas territory dispute |ike
10 this. It's broad. |It's enconpassing. |It's,

11 because of the nature of The Villages, it's nore

12 i ke a dispute over a whole growing city than a

13 di spute over a mall or a law force.

14 The PSC then wote a rule inplenenting the

15 statute which provides that one of the factors that
16 you coul d consider is custoner preference if

17 everything is substantially equal. And the rule

18 then reiterates that the list is not exhaustive,

19 and that Your Honor could | ook to other factors and
20 information if you determne it's warranted.

21 These two facts about the way the statute and

22 rule are witten are inportant in two separate

23 ways. One is that The Villages, which both the PSC
24 and Suprene Court authority has found stands as the
25 proxy for the custoner under these circunstances,
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1 obvi ously desires to receive service fromthe city.
2 The second inportant thing about the way the
3 statute and rule are witten is that it allows you
4 to consider all of the information that you deem
5 pertinent. And that because of the size and the
6 growt h and the econom c i nportance of The Vill ages,
7 you shoul d consider nore than just The Vill ages'

8 nere preference, but rather the nature of the

9 territory itself, what's going to happen in the

10 future, which neans to consider the nature of The
11 Villages itself.

12 | would like to address two of PGS' s theory.
13 The first is this accidental partnership theory.
14 The position of PGS that the agreenent between
15 SSGC and the City sonmehow forns a partnership wll
16 invite Your Honor to stretch, to use a euphem sm
17 t he bounds of your jurisdiction to interpret the
18 intricacies of that contract to find that it

19 creates a partnership which SSGC and the Gty of
20 Leesburg deny exists, have never desired to enter
21 into in any way, shape or form in which the

22 agreenent itself says it's not its intent.

23 This is an issue that will informsone of the
24 evidentiary issues which may arise in this case,
25 but I think it will have to be primarily addressed

Premier Reporting

Reported by: Debbie Krick



6/24/2019 Peoples Gas Systems

Hearing proceedings before: Judge Early - Volume 1 53

1 in the PROs, but it's the position of SSGC, and

2 will remain the position of SSGC, that this is not

3 a partnership. |It's never been a partnership, and

4 never intended to be a partnership.

5 On the issue of policy -- you heard PGS in the

6 openi ng remarks proffer that there were policy

7 reasons, and there will be a policy expert why PGS

8 shoul d prevail in the case, and PGS will call a

9 wi tness who will opine on several unwitten and

10 unpronul gat ed policies which you should consi der.
11 This is going to invite you, on policy

12 grounds, to determ ne that the agreenent between

13 SSGC and the City should be effectively voided by
14 you, despite the fact that there is no argunent,

15 none that it either violates or is contrary to any
16 rul e, order or statute of the PSC

17 No Fl orida | aw condemns, prevents, disall ows,
18 nullifies, voids, any word you want to cone up

19 with, either this agreenent or the arrangenent

20 between the City and The Villages by and through

21 SSGC.

22 This is why PGS wll turn to the nore nebul ous
23 concept of policy. | could spend ny entire seven
24 m nut es tal ki ng about policy and the APA, but you
25 al ready know that body of |aw as well as anyone.
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1 It is the position of SSGC, consistent with
2 the APA, that the rules and the statutes and the
3 applicable case | aw, or however you are going to
4 have to decide this case, not on the basis of the
5 testinony of the ostensible policy expert.
6 To concl ude, Your Honor, very quickly, PGS s
7 apparent frustration with this fact aside, the
8 Legi sl ature has chosen not to regulate the rates of
9 the Cty, nor its conditions of service, nor how it
10 earns or distributes its revenues after they are
11 col l ected, nor any other facet of its
12 adm ni stration or operation other than safety.
13 The evidence wll show that the area which PGS
14 asserts is in dispute doesn't lie within the
15 territory of PGS. Leesburg is ready, wlling and
16 abl e, and has the operational and adm nistrative
17 capability to provide the service. And The
18 Vil |l ages, who has a track record of show ng that
19 t hey know what's best for their own devel opnent,
20 desires to receive service from Leesburg on a
21 goi ng-forward basi s.
22 THE COURT: All right. | have a couple of
23 things I just kind of want to throw out there,
24 because | want to nake sure that we have a
25 wel | -organi zed, well-run hearing. And I wll, at
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1 sonme point, want to hear the parties' positions on
2 t hese.

3 You will find, as we go through the next

4 couple of days, | don't hesitate when | have a

5 guestion to ask a question. So, M. Warton, you
6 have dealt wth ne before, you can junp in. | am
7 here as a finder of fact. | have a obligation to
8 make sure that | have a conplete factual record in
9 order for me to nmake the correct decision, so | am
10 not going to hesitate when | have a question,

11 bel i eve ne.

12 | want to comment a little bit, and then we
13 are going to take a break. | want to comment a

14 little bit on the issue of policy. | recognize

15 both M. Garcia and M. Deason as being highly

16 acconpl i shed fornmer Comm ssioners. | have a |ot of
17 respect for both of them | appeared before both
18 of them but | kind of viewthemin the sane

19 capacity as | would view the President of the

20 Senate comng in here to explain to ne a Senate

21 Bill, and what the policy and intent of that Bill
22 was.

23 So | don't knowif | would spend a |lot of tine
24 on policy, because what | amgoing to apply as

25 policy is going to be based on cases, statutes,
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1 rules. | think it would be outside of ny authority
2 to tell the Conm ssion what its policy is in a
3 recommended order. | think they would flip ne
4 pretty qui ck.

5 And | have experience in ny days as a

6 practicing attorney where | had a not -- you know,
7 a Adm ni strative Law Judge explain what the policy
8 of the Pilot Rate Board was and the Pilot Rate

9 Board qui ckly determ ned that that wasn't their

10 policy. And that was upheld on appeal.

11 So | recognize ny limtations in trying to

12 explain to the Comm ssion what its policy is,

13 because | think it's pretty very well versed, and
14 I n ny experience, doesn't have hesitation

15 explaining itself. So that's one issue.

16 | wll take evidence. | amnot going to

17 strike any witnesses or anything at this stage of
18 the ganme, but, you know, when you are putting a

19 policy witness on, just kind of keep that in m nd.
20 The other question, and this may be -- this is
21 nore a question at this point, M. Brown. But as |
22 viewny role in this territorial dispute, I am

23 here, and | don't recall the nanes, | know the

24 Fenney, but you had a nanme for the other -- for the
25 speci fic devel opnents that are at issue here.
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1 And nmy viewis that in this territorial
2 dispute, | amlimted to determ ni ng whet her
3 service is being lawfully provided by Leesburg, or
4 whet her it shoul d be being provided by Peoples to
5 those three areas. | don't think | am here to nake
6 a broader determnation as to a territorial area.
7 And | think there is sone case |aw that supports
8 t hat .
9 But I will give you an opportunity, if you
10 think I should go broader, to let me know. | am
11 not going to foreclose you from nmaki ng any
12 argunent. But my view as to what | amhere to do
13 today is not to establish a territorial boundary,
14 or aterritorial limt that would go beyond the
15 speci fic devel opnents that are being proposed to be
16 served by Leesburg and by Sunter.
17 So that's sort of ny view -- because you had a
18 pretty big area that was covered in blue, and I
19 don't think that's ny role in this case.
20 MR. BROWN: | have a question, but | won't
21 interrupt. | understand where you are conmng from
22 THE COURT: Ckay. All right. Let's take 10
23 mnutes. We will cone back, we will reconvene. W
24 will put exhibits into evidence that aren't
25 di sputed and then we will start taking evidence.
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1 MR, VWHARTON: Thank you, Your Honor.
2 THE COURT: All right. Thank you.
3 (Brief recess.)
4 THE COURT: | understand we have a batch of
5 undi sput ed exhibits that we can deal wth.
6 MR MOYLE: W do.
7 THE COURT: Ckay.
8 MR, WHARTON: Qurs is sinple, Judge. They are
9 in a notebook, and there are no objections.
10 THE COURT: Ckay.
11 MR, WHARTON: | think there are sonething |ike
12 19.
13 THE COURT: Yes, | have your exhibit pages
14 fromthe prehearing stip, so if you can just tell
15 me which ones they are so | can mark them as
16 adm tted.
17 MR. WHARTON: M. Self will run through that.
18 THE COURT: Al right. So we will start with
19 Sout h Sunt er.
20 MR SELF: So it's Exhibit No. 1, which is the
21 confidential SSGC construction contracts between
22 SSGC and Hamlet. And these are all identified in
23 the pretrial stip.
24 No. 2, which is additional confidenti al
25 construction docunents.
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1 SSGC Exhibit No. 3, which is the Fenney
2 devel oper joint trench agreenents.
3 Exhibit 4, which is the Leesburg SSGC
4 agreenent. That's the agreenent that everybody
5 references. | think several people have put
6 di fferent versions that sonmetinmes include the
7 ordi nance as a subsequent anendnent.
8 Exhibit 5, which is sone bill of sale
9 docunents between SSGC and City of Leesburg.
10 Exhibit 6, which is some PGS maps that they
11 provi ded i n production.
12 No. 7 is sone confidential correspondence with
13 FPL.
14 No. 8 is confidential PGS Haml et contracts for
15 Fenney.
16 No. 9 is confidential SSGC construction
17 docunents produced in March 25th, 2019.
18 10 is confidential The Villages growth map.
19 11 is confidential PGS permt docunents that
20 they provided in response to discovery.
21 No. 12 is sinply called Fenney probl ens, which
22 Is some email and ot her supporting docunentation.
23 SSGC Exhibit 13 is the Brian Hudson letter to
24 the Sunter County manager.
25 SSGC Exhibit 14 is a Villages map as of
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1 May 2018.
2 SSGC Exhibit 15 is sone confidential MCabe
3 economc matrix. Only the first page of that is
4 confidenti al .
5 No. 16 is a Florida PSC natural gas utility
6 map, and there is a website reference which is
7 where that's from
8 And No. 17 is sone confidential PGS Ccal a
9 system overvi ew map that was provided by PGS to us.
10 And No. 18 are sone County Road 470
11 construction docunents regardi ng some of the
12 construction by PGS in that area. So we woul d nove
13 all of those into the record.
14 THE COURT: Al right. M. Myle, | take it
15 Leesburg has no --
16 MR. MOYLE: No objection.
17 THE COURT: Al right. M. Brown?
18 MR. BROWN: No objection.
19 THE COURT: Al right. Wthout objection,
20 then, South Sunter Exhibits 1 through 18 are
21 recei ved in evidence.
22 (Wher eupon, SSGC Exhi bit Nos. 1-18 were
23 | received into evidence.)
24 THE COURT: What | think I will do with these
25 confidential exhibits when | transmt them back to
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1 the Public Service Comm ssion, | will have themin
2 sone sort -- in probably a big manila envel ope, or
3 sonething |like that, marked confidential, and then
4 it wll be up to the PSC staff to figure out if
5 they want to put themin red fol ders or not.

6 MR. SELF: Your Honor, we have two not ebooks
7 with all of them They are integrated together. |
8 can give those to the court reporter.

9 THE COURT: No, | wll take them

10 MR, SELF: Ckay.

11 THE COURT: So you have folders just with 1
12 t hrough 187

13 MR, SELF: Yes, sir.

14 THE COURT: Al right. | wll take them

15 Thank you, sir. Wo's next?

16 MR, MOYLE: | can go.

17 THE COURT: Al right.

18 MR. MOYLE: So here is a book for you.

19 THE COURT: Al right. So is this all of your

20 exhi bits?

21 MR MOYLE: It is.

22 THE COURT: Are there any of these that have
23 no obj ection?

24 MR MOYLE: | was just going to go through
25 t hem
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1 THE COURT: Perfect. Al right.
2 MR, MOYLE: The first exhibit that's objected
3 to, the first one -- would you prefer | just go
4 through and tell you what they are?
5 THE COURT: Wy don't you tell ne the ones
6 t hat have no objection, and then I wll receive
7 those in evidence, and the other ones can cone in
8 t hrough what ever sponsoring w tness you have.
9 MR, MOYLE: Ckay. So there is no objection,
10 as | understand it, to 1, 2, 4, 5, 6, 6A, 7, but
11 there is no objection to the attachnents only.
12 MR. BROMWN: Yes, Your Honor, nmay we -- this
13 may speed things al ong.
14 The objection there is to the report of the
15 expert. And | think you kind of indicated where
16 you nmay be com ng down on that, given -- our
17 objection of it is it is a hearsay. He can testify
18 to anything he wants to testify to, but our
19 objection is to the report comng in.
20 THE COURT: Al right. Wll, as | |look at the
21 Rul es of Civil Procedure that have been adopted in
22 the UniformRules, it says a deposition of an
23 expert can be used for any purpose, and | --
24 experts or parties -- and | typically take a fairly
25 broad view of that.
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1 So | recognize that the experts may have
2 testified. |If that's your only objection, then |
3 will tip you off nowthat | amgoing to probably
4 receive it in evidence.
5 MR BROMWN: | was going to nmake it for the
6 record now, and we could just dispose of that --
7 t hose particular exhibits where the issue is solely
8 the expert report.
9 THE COURT: Al right.
10 MR, MOYLE: Your Honor --
11 THE COURT: If you are going to nmaintain the
12 objection, then | amnot going to bring it in now
13 MR, BROAN:  Ckay.
14 THE COURT: This is kind of just for anything
15 t hat everybody agrees can cone in, I will bring it
16 into evidence. |If you are going to maintain the
17 objection as to hearsay on the expert report, |
18 wWill just withhold ruling on its admssibility at
19 this point. Like |l said, I will tip you off, I am
20 probably going to be receiving it in evidence at
21 some point.
22 MR, BROMWN: | understand.
23 MR MOYLE: | think M. Brown has not objected
24 to the attachnents to the report.
25 MR BROM: Correct.
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1 MR. MOYLE: | think we will deal with it all
2 at once.
3 THE COURT: Deal with it all at once.
4 MR, MOYLE: Ckay. They don't object to 8.
5 No. 9 is another expert report of M. D snukes, and
6 it's the -- | think it's the sane issue there. So
7 we W ll just deal with that, | guess, when
8 M. Disnukes takes the stand.
9 THE COURT: Ckay.
10 MR, MOYLE: And they do not object to 10, 11,
11 12, 16 and then 19 through 18 -- | amsorry, 19
12 through 28 they do not object to.
13 THE COURT: Through 28?
14 MR MOYLE: Right.
15 THE COURT: Okay.
16 MR. MOYLE: So the ones that, in ny notes, say
17 are open that we need to deal with, are Leesburg
18 Exhibits 3, 7, 9, 13, 14, 15, 17 and 18.
19 THE COURT: Al right. And then | have City's
20 29 through 45, sone of which have no objection Xs
21 on them Are those ones you are intending to
22 I ntroduce, or are you going to hold off on those?
23 MR, MOYLE: We were probably going to wait
24 until the end, they are deposition transcripts, and
25 see how the evi dence goes.
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1 THE COURT: Al right. That's fine.
2 All right. M. Brown, any objection to City
3 Exhibits 1, 2, 4, 5, 6, 6A 8, 10, 11, 12, 16, and
4 19 through 287
5 MR. BROMN: No objection, Your Honor.
6 THE COURT: Al right. M. Self, M. Warton,
7 any objection to those?
8 MR, SELF: No objection, Your Honor.
9 THE COURT: Al right. So w thout objection,
10 t hose exhibits as listed are received in evidence.
11 (Wher eupon, Leesburg Exhibit Nos. 1, 2, 4, 5,

12 6, 6A, 8, 10-12, 16 & 19-28 were received into

13 | evidence.)

14

15

16

17

18

19

20

21

22

23

24

25

THE COURT: Al right. M. Brown.

MR. BROWN:  Your Honor, | have also got --
this is a copy of all of our exhibits.

THE COURT: Ckay.

MR, BROWN: This is objected to and unobj ect ed
to, correct.

THE COURT: Al right.

MR. BROWN: So the unobjected to are nunbers
2, 4, 5, 6, 7, 8, 12, 13, 16, 19, 31, 32, 44, 45,
49, and then 71, 72, 73, 74, 75 and 76.

And then we al so have the depositions that we

tal ked about in our |ast hearing about those that
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1 are going to be submtted.
2 THE COURT: Ckay. All right. So, M. Myle,
3 M. Self, any objection to Peoples Gas Exhi bits No.
4 2, 4, 5, 6, 7, 8, 12, 13, 16, 19, 31, 32, 44, 45,
5 46, 49 and 71 through 76 being received in
6 evi dence?
7 MR, SELF: No objection from SSGC, but we
8 woul d note for the record that some of the SSGC
9 answers to interrogatories were designated as
10 confidential in our response.
11 MR. BROWN:  Your Honor, yes, there is a couple
12 others that were confidential.
13 THE COURT: All right. Wll, if soneone wll
14 just let me know before the end of the hearing
15 whi ch ones | shoul d designate as confidential. And
16 like | said, | will segregate those sonehow in ny
17 transmttal of the record to indicate which
18 exhi bits.
19 Al right. M. Myle, any objection?
20 MR. MOYLE: No objection.
21 THE COURT: Al right. So w thout objection,
22 Peopl es Gas exhibits as | just listed themoff are
23 recei ved in evidence.
24 (Wher eupon, PGS Exhibit Nos. 2, 4-8, 12-13,
25| 16, 19, 31-32, 44-46, 49 & 71-76 were received into
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1| evidence.)
2 MR. BROWN:  Your Honor, | can tell you the
3 confidential ones on ours.
4 THE COURT: Al right.
5 MR. BROWN: 8 was confidential.
6 Did you guys designate the joint trench
7 agreenent as confidential? | can't renmenber. |
8 t hought | heard that it was.
9 MR, SELF: Wth Fenney -- for Fenney?
10 MR. BROMN:  Yes.
11 MR, SELF: No, that's not confidential.
12 MR. BROWN. Ckay. Then -- okay, 8 and 71,
13 certain interrogatory answers are confidential.
14 THE COURT: Al right.
15 MR. BROMWN: I n addition, portions of the
16 deposition of -- there is a volune of Brian
17 Hudson's deposition that is the confidenti al
18 portion, and it's a separate vol une.
19 THE COURT: Al right. Wich exhibit -- is
20 that one of the ones that's entered?
21 MR. BROWN: That is nunber -- hold on.
22 That's -- yeah, | forgot to list it when |
23 mentioned those earlier, but it's 77, 78, 79 and 80
24 are the four depositions which we wsh to introduce
25 that we tal ked about in our |ast hearing.
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1 THE COURT: Al right.
2 MR. MOYLE: Do you want to handl e those now or
3 later? | think there is one that we had a
4 di scussi on on.
5 THE COURT: Yeah.
6 MR, MOYLE: So unfortunately, both parties had
7 safety experts who have had health issues. M.
8 Howe was the safety expert that he listed in
9 rebuttal to a safety expert M. MGee that we had.
10 Both of themare in a simlar position in that they
11 wer e deposed, and we woul d contend on
12 unavailability of the witness given the health
13 issue. | can get into details, but I don't think I
14 prefer not to.
15 THE COURT: It would be a H PAA viol ation, so
16 | don't need that |evel of detail.
17 MR. MOYLE: | don't want to do that.
18 So we would ask that if we are going to do the
19 depos admitted with exhibits, that we also admt
20 M. MGee's, because his wtness, M. Howe, was
21 conpl ete rebuttal on safety expert that we had
22 McCee, sO --
23 THE COURT: Wiy don't we do this, nmaybe at
24  unch, you guys can cone up with your list of
25 other -- | don't mnd -- | don't have any objection
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1 to 77 through 80, | think it was, but if you could
2 give ne a list of what those are, because ny listen
3 ends at 76.

4 MR BROWN: | have got a copy. W did a

5 revi sed one.

6 MR. MOYLE: You want us to talk about it over
7 l unch?

8 THE COURT: Yeah, if we can.

9 MR. BROWN:  Your Honor, here is a copy. It
10 goes to 80 with all of the list.

11 THE COURT: Al right.

12 MR, KRUPPENBACHER: Judge, are you ordering ne
13 to have lunch with M. Myl e?

14 THE COURT: Yes, | am It's an unenforceable
15 order, but you are on your own.

16 Al right. So 77 is Hudson, Howe, M nner and
17 Rogers.

18 Al right. 1 wll work this while |I am at

19 | unch, and then we will figure out the

20 adm ssibility on those when we get back.

21 Al right. Wth that, then we are ready to
22 start taking sone evidence and hearing from sone
23 W t nesses.

24 M. Brown, who do you have?

25 MR, KRUPPENBACHER: Your Honor, could |I have
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10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

one mnute to talk to M.
THE COURT: You bet.
MR,  KRUPPENBACHER:
to call, at this tine,
Gas, M. Szeli stowski .
THE COURT: Al
MR,  KRUPPENBACHER:

over there?

THE COURT: Absolutely.

wal k and pace,
at your discretion,
your case,
MR,  KRUPPENBACHER:
but stand on direct.
MR, VWHARTON:
Judge, during openings,
see the denonstratives.

thema tiny bit?

THE COURT: |
MR, WHARTON: Yeah,
w il work.
THE COURT: Raise your
Wher eupon,

THOVAS J.

was called as a w tness,

the President of Peoples

ri ght.

and sone people like to sit.
however you like to present

It's not going to bother ne.

The only thing |

this table doesn't

can see thempretty well.

SZEL| STONBK

havi ng been first duly sworn to

Br own?

Your Honor, we are going

Your Honor, may | stand

Sone people like to

It's

| generally wal k on cross

woul d ask,

real ly

If there is a way to tilt

maybe if that's --That

ri ght hand, please.
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1 speak the truth, the whole truth, and nothing but the

2 truth, was exam ned and testified as foll ows:

3 THE COURT: Your full nanme, please.

4 THE WTNESS: Thomas J. Szel i st owski .

5 THE COURT: Pl ease have a seat.

6 Wul d you spell your nane, please?

7 THE WTNESS: S-Z-E-L-1-S-T-OWS-K-1.

8 MR. KRUPPENBACHER:  Your Honor, for the

9 benefit of the record, would it be all right if all
10 the awers refer to themhimas T.J.?

11 THE COURT: That's fine.

12 DI RECT EXAM NATI ON

13 BY MR KRUPPENBACHER:

14 Q T.J., would you please tell the Court your

15 | educational background?

16 A Sure. High school in St. Petersburg, Florida.
17 | Graduated from high school. Wnt to Georgia Institute
18 | of Technol ogy for Engineering. Gaduated with a

19 | Bachel or of Electrical Engineering from Georgia Tech in
20 | 1983. | also have a Master's degree in Business

21| Administration fromthe University of Tanpa.

22 Q And woul d you provi de chronol ogically your

23 | enploynent background for the benefit of the Court?

24 A | started with Tanpa Electric in the

25 | cooperative education as | went to college. | started
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1| in 1978. Seven different co-op assignnments at Tanpa

2| Electric. | graduated in 1983, started as an engi neer.

3| Went fromthere to engi neering managenent, operation

4 | managenent. | did spend sone tine in |abor relations in

5| our HR departnent, regulatory affairs, and then noved to

6 | the gas conpany in -- about three years ago.

7 Q What is your position at Peoples Gas?

8 A | amthe President of Peoples Gas Conpany --

9 | Peoples Gas System

10 Q And what are your responsibilities as

11 | President?

12 A So | have responsibility for the entire

13 | operation, including safety, enployees, custoner,

14 | custoner care, operation, naintenance of the gas system
15 Q And what is the size of Peoples Gas?

16 A We have about 600 full-tine enpl oyees, about
17 | that same nunber of construction contract crews, or

18 | enpl oyees. W serve about 390, 000 custoners across the
19 | state of Florida.

20 Q Why were you brought to Peoples Gas in your

21 | current position?

22 A | was brought to Peoples Gas actually in the
23 | spring of 2016 as the Vice-President of Operations, and
24 | then pronoted to the President of Peoples Gas in the

25| fall of 2016.
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1 | was brought over to Peoples Gas because

2| Enera was in the process of buying TECO and Peopl es Gas

3| is a part TECO, TECO Energy, and they wanted to have

4| nore enphasis -- nore directed enphasis on the gas

5| conpany, everything fromsafety and conpliance to the

6 | operation.

7 Q Since you have becone President of Peoples

8| Gas, could you tell the Court what awards the conpany

9| has won during the last three years?

10 A Sure. For the last three years, we have been
11 awar ded by our custoners, as neasured through JD Power,
12 | top and residential overall custoner satisfaction for
13| those three years. So that would be the top of the

14 | mdsize utilities, gas utilities in the south.

15 In addition, we actually -- that's what the
16 | award goes -- is designated as. W actually did have
17 | the top score in the nation in those three years as

18 | well.

19 In addition, we've recently been awarded a

20 | safety achievenent award fromthe American Gas

21 | Association for gas for our individual enployee safety
22 | for 2018. That was awarded earlier this year.

23 Last year, we were awarded by Cogent

24 | Enterprises, which is another research marketing firm
25| as the nost trusted utility in the United States.
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1 Q Now, the area that the Court is going to be
2| looking at as it relates to the agreenent in the

3| territorial dispute is within what division of Peoples?
4 A The Ccal a Di vi sion.

5 Q And has the Ccala Division been cited at al

6 | during your tenure for any safety issues by the State of
7| Florida?

8 A In the |ast three years, there have been no

9| citations or violations fromthe Florida Public Service
10 Commi ssion, either froma construction standpoint or an
11 | operation and nai ntenance standpoint.

12 Q This has been admtted into evidence as our

13 | exhibit Petitioner's No. 5. Do you recognize where the

14 | |ines owned by Peoples are placed?
15 A | do.
16 Q Coul d you point to those -- well, | wll point

17 to them

18 Down here, running down State Road 4687

19 A Yes, that's correct.

20 Q And flipping over to State Road 5017

21 A 301.

22 Q 301. And did those lines exist and in place

23 | installed by Peoples prior to Leesburg and South Sunter
24| (Gas ever entering into an agreenent for service to this

25 area?
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1 A Yes. Those lines were put in -- we began the
2| construction from State Road 44 down through to Col eman
3| in the spring of 2016, and so all those lines were
4 | placed by about January 2017.

5 Q | want to clarify one point. The entity known
6 | as South Sunter Gas Conpany has not, prior to this

7 | agreenent, operated any gas operations in Florida; is

8 | that correct?

9 A Not to my know edge, no.

10 MR, MOYLE: bject to the form It assumes --
11 he can ask if they operated.

12 THE COURT: Overrul ed.

13 Hang on a second. So you started construction
14 from State Road 44 when?

15 THE WTNESS: In May or so of 2016.

16 THE COURT: And it was conpl et ed?

17 THE WTNESS: R ght around the first of

18 January 2017.

19 THE COURT: Al right. Conpleted to the

20 term nus?

21 THE W TNESS: No, | amsorry, Your Honor, to
22 the Col eman area. And then we proceeded to build
23 this later, in 2017, down to a custoner off of 470.
24 The first section was to serve a custoner right in
25 this area right south of Col eman.
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1 THE COURT: Al right.

2 BY MR KRUPPENBACHER:

3 Q T.J., are you know edgeabl e about how t he gas

4| industry in Florida decides to install |ines and where

5| to provide service?

6 A | am

7 Q Pl ease explain how the industry -- well, |et

8 | me back up.

9 Does Peopl es follow an industry approach to

10 | installing lines and deciding where to install thenf

11 A | believe all the utilities generally follow
12 | the sane type of procedures when they install |ines.

13| It's generally for -- it could be for an anchor

14 | custoner, where you would have a | arge-use custoner.

15| That could be a devel opnent. That could be a |arge

16 | single user of natural gas. And we would install |ines
17 | to feed those anchor custoners. And then we grow our

18 | system by picking up the |oad and serving custoners

19 | along that sane route.

20 Anot her way we potentially can expand the

21 | systemis if we see an area of growth. Wile we nmay not
22 have a specific anchor custoner, we know that an area is
23 | going to develop with a |lot of commercial devel opnent,
24| and we will install nmains, as we refer to them

25| distribution lines, in anticipation of that grow h.
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1 Q And then one of these cases, Sunter County
2| asked you to build to an industrial park, correct?
3 A That's correct.
4 Q Where is that park?
5 A It's up in this area here.
6 Q Ckay. Thank you.
7 THE COURT: Hold on a second. Let ne do this.
8 I I'ike having a clean record because sonebody is
9 going to be looking at this that's not ne. So if
10 you could -- do you have a pen?
11 THE WTNESS: | do.
12 THE COURT: If you could just put alittle X
13 and your initials next to the industrial park that
14 you just desi gnat ed.
15 THE WTNESS: GOkay. And so to clarify --
16 THE COURT: Hang on. So that's where he
17 designated. Al right.
18 THE WTNESS: To clarify, that was for a
19 single custoner, or really for an industrial park
20 that had the potential to add custoners in the
21 future.
22 Initially, ny understanding is when we were
23 approached by the County, we were not confortable
24 enough to add the |Iine ourselves because we didn't
25 see custoners dedi cated and potentially signed up.
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1 Again, it's an expansion area, a potential area for
2 the future developnent in the county, and so what
3 ended up happening is the County built that Iine
4 and then assigned it over to Peoples Gas.

5 BY MR KRUPPENBACHER:

6 Q T.J., when a gas conpany, and your conpany in
7| particular, extended the line from State Road 468 to the
8| termnus of State Road 301, or U S. 301, was it

9| contenplated, as part of your analysis, that you would
10 | be coming off that line to serve the areas adjacent to
11| the |ines?

12 A Yes. Whenever we build a line, as | nentioned
13| before, it is in anticipation if there is going to be

14 | growth in the area. And we saw this area of Sunter

15| County as a strong potential area for growth, whether

16 | that would be residential or commercial, or on the west
17 | side industrial as well.

18 Q And does that sanme answer apply for the

19 | extension down to 3017

20 A It does.

21 Q Now, as President of Peoples, you authorized
22| the filing that comenced this proceeding, am| correct?
23 A | did.

24 Q Why did you authorize the filing?

25 A There were several reasons. One was we --
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1| what | saw as a very bl atant encroachnent on an

2| established service territory of Peoples Gas.

3 The ot her was the nodel that was bei ng used, |

4| believe, disrupted the -- what has always been a fairly

5| organi zed nonopoly structure in terns of how utilities,

6| gas utilities have been regulated in the state by the

7| Public Service Commssion. | think it actually

8 | underm ned the Public Service Comm ssion's authority in

9| the way it was set up, and | think it very nuch

10 | disrupted the orderly business of serving natural gas

11 | across the state.

12 MR WHARTON: | didn't want to interrupt the
13 response, Your Honor, but | nove to strike. That's
14 the exact kind of policy testinony. Well, it's not
15 inarule, it's not in a statute, it's not illegal,
16 but, oh, sonehow this, quote, unquote, nodel upsets
17 the apple cart. | nove to strike on the basis of
18 rel evancy.

19 THE COURT: | recognize the limtations that |
20 have placed on policy. | amgoing to -- | am going
21 to deny the notion to strike, but to the extent

22 that this cones up with any of the parties, to the
23 extent that you believe that there is a valid

24 objection to be nade on policy, please make it, and
25 | just want -- and the record will reflect, and I
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1 will just sort of weigh it out.
2 W are so early in this process yet, | am not
3 sure what's policy and what's not. | am sure by
4 day five, I will have a better understanding.
5 MR, VWHARTON:  Thank you, Your Honor.
6 THE COURT: Feel free any tine this cones up
7 wi th any of these discussions to nake the
8 obj ecti on.
9 MR, MOYLE: To be clear, you are okay with us
10 obj ecting on the policy?
11 MR, KRUPPENBACHER: Not with you objecting.
12 It's okay with him objecting.
13 MR. MOYLE: Yeah, M. Garcia is getting on a
14 pl ane this afternoon, so | was kind of wondering.
15 THE COURT: Like |I said, | nean --
16 MR. MOYLE: Yeah.
17 THE COURT: -- | intend to kind of treat both
18 M. Deason and M. Garcia, like |I said, as al nost
19 like a legislator comng in here and telling me how
20 they believe a statute should be construed because
21 of their understanding of the policy of the
22 Legi slature when it was -- |'m probably going to
23 |l et them have a bit of a say, but | am-- the
24 weight that | give it -- and the PSC, when it gets
25 to the PSC, the PSC may give it a | ot nore weight
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1 than | do, but ny intent is to limt my decision to
2 written expressions of the position of the PSC as
3 that has cone down in various cases, et cetera.
4 MR. KRUPPENBACHER: | am not going any further
5 on that, Judge.
6 THE COURT: That's okay. It gave a good segue
7 as to kind of what's pinging around mny brain.

8 | BY MR KRUPPENBACHER

9 Q T.J., when the conpany installed the |ines

10 | along 468 and into 301, is it contenplated in planning
11 | for the expense and return on investnent that eventually
12| there would be full wutilization of those |ines?

13 A The expectation is, as you install

14 | infrastructure in an area, that you are going to realize
15| a return on your investnent based on the things that you
16 | know about the first day and the things that cone up in
17 | the years to cone.

18 Q Does full utilization of a line and |ines that
19 | a conpany has, older lines, result in |ower costs for

20 cust oners?

21 A Absol ut el y.
22 Q So in the case in question, the line you put
23| in on the 468, if this scenario occurs with South Sunter

24| @Gas being the operator, your line is going to be

25 | underutilized, because you won't be able to go out and
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1| supply these areas; is that correct?

2 A That's correct.

3 Q And is that the sane, what you just testified
41 to, there would be an under utilization on the 301 to

5| the extent they were in that area?

6 A Dependi ng on where The Vill ages expands, and

7| South Sunmter Gas expands, quite possibly, yes.

8 Q So if anybody expanded in this area, whether

9] it be South Sunter Gas or any other gas operator, you

10 | would have underutilization if you weren't in a position

11| to be able to expand out?

12 A That's correct, it would certainly be

13| inefficient utilization in those pipelines.

14 Q You are famliar with the termterritory as
15| it's used in the vernacular in the gas industry in

16 Fl orida, correct?

17 A | am
18 Q How is that term used?
19 A It's the area that's served by a utility, or

20 | where they have installed infrastructure and, therefore,
21 | established thenselves in an area to serve future | oad
22 I n that area.

23 Q | show what we have marked as Petitioner's

24 | Exhibit 1. Are you famliar with those two docunents?

25 A | amsorry, the two docunents, is this one or
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1| two?
2 Q The resol ution and the agreenent.
3 A Oh, okay. | have seen both of these
4 | docunents, yes.
5 Q What are they?
6 A The first is a resolution fromthe Cty of
7 | Leesburg authorizing and directing the Mayor and Gty
8| Cerk to execute a natural gas system construction
9 | purchase and sal e agreenent with South Sunter Gas
10 | Conpany.
11 And the other is the agreenent between the
12 | two, between South Sunter Gas and the Gty of Leesburg.
13 MR, KRUPPENBACHER: We woul d nove for
14 adm ssion of that exhibit, Your Honor.
15 THE COURT: | think 1 is already -- let ne
16 check. No, 1 is not already in.
17 Al'l right. Objection to PGS Exhibit 17?
18 MR, MOYLE: Your Honor, we had objected to
19 this, and part of it was we were not clear for what
20 purpose it's being offered, and so we were hopi ng,
21 you know, during this process to get a better
22 under st andi ng for what purpose.
23 THE COURT: Ckay.
24 MR, MOYLE: (Qbviously, there is sone purposes
25 that may not be pertinent.
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1 THE COURT: So the objection is strictly a

2 rel evance objection then?

3 MR WHARTON: We would join the objection.

4 THE COURT: Al right. And | see on the |ist

5 it's hearsay and rel evance. |s the hearsay

6 obj ection al so bei ng mai ntai ned?

7 MR. MOYLE: No. Just as to relevancy.

8 THE COURT: Ckay.

9 MR, VWHARTON: We are going to get very deeply
10 into the intricacies of this agreenent when, in

11 fact, this territorial dispute should -- should --
12 whet her the noney is going to build a new ball park
13 or whatever, or the things that you could get into.
14 THE COURT: | amgoing to recognize that there
15 are likely limtations in ny jurisdiction on this.
16 | don't know at this point where they are, so | am
17 goi ng to ahead and receive Peoples Gas Exhi bit No.
18 1 into evidence over the objection. And as we get
19 to -- as we get further into this proceeding, |

20 will give it the weight --

21 MR, KRUPPENBACHER: Your Honor, if | may.

22 THE COURT: Yes, M. Kruppenbacher.

23 MR, KRUPPENBACHER: W are asserting that it
24 IS wthin your jurisdiction and part of this case.
25 THE COURT: | understand.
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1 MR. KRUPPENBACHER: | didn't want to sit
2 silent.
3 THE COURT: | amjust saying | recognize that
4 that's an issue as to what are the [imtations, if
5 any, on ny jurisdiction in this matter. So | nean,
6 I am not foreclosing.
7 MR. KRUPPENBACHER: | just didn't want to stay
8 silent, when M. Myl e speaks.
9 MR, MOYLE: Except he is giving you a good

10 rem nder to speak here, which is just for the

11 pur poses of the record, | think we have al ready set
12 forth our position with respect, you know, to the
13 agreenent and --

14 THE COURT: Yeah. | was paying attention

15 during the openings, and | understand kind of --

16 MR, MOYLE: But | don't want sonebody to say,
17 oh, you waived it. Wen it came in you didn't

18 preserve --

19 THE COURT: | amassumng at this point

20 not hing i s wai ved.

21 MR, MOYLE: kay.

22 THE COURT: | amgoing to receive evidence.

23 Like | said, | amhere as a fact-finder. | am

24 going to take as nmuch in the way of actual evi dence
25 as | can get, and then | wll give you guys the
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1 opportunity to efficiently sort it out for nme in
2 t he post-hearing submttals.

3 (Wher eupon, PGS Exhibit No. 1 was received
4| into evidence.)

5 BY MR KRUPPENBACHER:

6 Q T.J., looking at Exhibit 1, the docunent

7| entitled Natural Gas System Construction Purchase and
8 | Sale Agreenent, you are famliar with that docunent?
9 A | have read through it, yes.

10 Q Does South Sumter Gas control the rates for
11 | custoners?

12 MR, WHARTON: (bj ecti on.

13 MR, MOYLE: nject.

14 MR, WHARTON: | think the agreenent speaks for
15 itself, and if it doesn't, we are going into the
16 parol evidence rule, | amnot sure why --

17 THE COURT: | would tend to agree that the
18 docunent speaks for itself. Watever is in this
19 docunment is the terns of the docunent, so | wll
20 sustain the objection.

21 MR. KRUPPENBACHER: Ckay.

22 BY MR, KRUPPENBACHER:

23 Q In Florida, is the gas regulatory structure,
24| as it relates to a reqgqul ated gas conpany and an

25 | unregul ated municipal, both contenplate there is a
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1| responsible entity to where a custoner could file a

2| grievance, raise issues regarding rates, regardi ng any

3| issue; am| correct?

4 A Yes, that's correct.

5 Q And for a regulated utility, that's the PSC,

6| correct?

7 A That's correct.

8 Q And for an, what we will call unregul ated

9| other than for safety, such as Gty of Leesburg, is the
10 | elected body of the Gty of Leesburg, correct?

11 A | woul d say yes, except that there are people
12 | that are served outside the Gty |limts in this case.

13 Q That's where | am going, but for the people --
14 A Theoretically, yes.

15 Q People within the City have the power to

16 | inpact the regulatory body through the el ection process,
17 | that being their elected Gty Council or Comm ssion

18 | menbers?

19 MR. VWHARTON: | object and nove to strike the
20 prior answers.

21 This -- not to use a bad netaphor, this is the
22 wol f in sheeps clothing. This is the testinony M.
23 Deason gave in his deposition about, well, you can
24 go to the PSC, but it's outside the limts. This
25 Is a fact witness, a fact witness. It sounds |ike
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1 he is quantifying it as an opinion, object on that
2 basi s.

3 THE COURT: | think we are kind of getting

4 into an issue of law, M. Kruppenbacher

5 MR. KRUPPENBACHER: They nake a | ot about

6 cust oner preference, except the custoner is not

7 involved in this matter, neither the Gty nor South
8 Sunter is the custoner. The custonmer are these

9 people who | want to point out have no regul atory
10 body to go to that they have any --

11 MR, VWHARTON: | would love to cross --

12 THE COURT: Hang on. Let nme just see -- |

13 assune that sonewhere in the |aws of the state of
14 Florida there is sonething that establishes that a
15 city gas utility is essentially the regulatory body
16 for city custoners. And | would -- so | guess the
17 question is, is there also sonething in the | aws of
18 the State of Florida that would establish whether
19 the city utility, the city gas utility is an

20 unregul ated, for lack of a better term entity when
21 you are dealing with custonmers that are outside of
22 the Gty limts? |s there sonething that

23 establishes the jurisdictional bounds of a city gas
24 utility?

25 MR. MOYLE: That's a |egal question.
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1 THE COURT: | am going to ask
2 M. Kruppenbacher first. | just want to know if
3 it's there. |If it's there, then | wll sustain the
4 obj ection on the basis it calls for a |egal
5 concl usi on and sonmebody can direct nme to the
6 stat ute.
7 MR. KRUPPENBACHER: It's not there. | amvery
8 limted on this, Judge. | amnot going to spend
9 much time, it's just that --
10 MR. MOYLE: Hang on.
11 THE COURT: W have a standi ng objection out
12 t here.
13 MR, MOYLE: Could I just be heard? | nean,
14 you kind of asked the question --
15 THE COURT: | think this is going to cone up
16 nore than once, so let's establish paraneters now.
17 MR. MOYLE: Right. It's a |legal question.
18 Can a nunicipality serve outside of its boundaries?
19 And the answer is, that's how it happens, yes.
20 There is nothing that precludes it. |It's done al
21 over the state.
22 THE COURT: Well, it may be done all over the
23 state, but is there a statute that establishes how
24 it's done?
25 MR. WHARTON: There is a statute that
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1 establishes that it can be done.
2 THE COURT: |Is that chapter -- | think it's
3 what, Chapter 1717
4 MR, WHARTON: Certainly. And what's really
5 occurring here, Your Honor, is a question through
6 the testinony of a witness that, well, the
7 Legislature wasn't wi se when it created the PSC for
8 regul ated customers to turn to, but custoners that
9 muni ci palities serve outside of their Iimts have
10 to go to a city conmm ssion whose nuni ci pal
11 boundari es they |live outside of, and that was not a
12 W se thing to do.
13 THE COURT: Let me -- | wll call you T.J.,
14 t 0o.
15 THE WTNESS: Pl ease.
16 THE COURT: You can sit and ignore this for
17 Now.
18 | am | ooking at 171.208, which is one of the
19 statutes that was cited to ne by M. Trierweiler at
20 the PSC. And it says -- it sort of tal ks about a
21 muni ci pality being able to serve both within and
22 W thout its territorial boundaries; but then, as |
23 read it, it says these powers are -- it says,
24 however, this power to serve is subject to the
25 jurisdiction of the PSC to resolve territorial
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1 di sput es.
2 MR VWHARTON: If it wasn't, we woul d have
3 noved for a summary recomended order nonths ago,
4 but that doesn't nean --
5 THE COURT: Hang on a second.
6 MR. WHARTON:  All right.
7 THE COURT: So as | read this, | amstill
8 governed in this case to resolve the territorial
9 di sput e brought under 366.04, regardl ess of what
10 the jurisdiction of City of Leesburg may or may not
11 be to regulate the utility within the bounds of its
12 service territory. |Is that accurate?
13 MR, WHARTON: He is deciding whether that's
14 good or bad.
15 MR. KRUPPENBACHER: | want to think about it,
16 Judge.
17 THE COURT: COkay. Al right. Well, 1 think
18 we all know what | am | ooking at, so | amgoing to
19 overrule the -- let me take sonme evi dence.
20 MR. WHARTON: That's fine, Your Honor.
21 THE COURT: W are in the first 20 m nutes of
22 testinony. Like | said, when | am | ooking at
23 rel evance objections, | have so little -- | have
24 such a small base at this point to determ ne what's
25 rel evant and what's not. | aminclined to let nore
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1 in than not. So | amgoing to overrule the
2 objection, and if you want to restate the question,
3 M. Kruppenbacher, | won't nmake the court reporter
4 go back and find it.
5 MR MOYLE: M friend, M. Kruppenbacher, has
6 been a | awer for a long tine, he is doing a | ot of
7 | eadi ng, maybe as a heads-up on that.

8 | BY MR KRUPPENBACHER

9 Q T.J., the custoners that The Villages are

10 | currently looking into have and to serve in the future
11 | by the South Sumter Gas Conpany are not citizens of the
12| Cty of Leesburg, correct?

13 A Where your hand is now, they are not. | don't
14 | know what all of the future plans are for The Vill ages.
15| But where were you pointing, that's correct.

16 Q And those custoners are not the people who

17 | expressed a preference to have service by South Sunter
18 | Gas, correct? It was South Sunter Gas that went and did
19 | the deal with Leesburg, not those custoners, correct?
20 A | am not aware of any custoners that have

21 | expressed a preference for South Sunter Gas to serve

22 | them

23 MR. KRUPPENBACHER:  Your Honor, if | could
24 have a m nute.

25 THE COURT: Sure.
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1| BY MR KRUPPENBACHER
2 Q T.J., a couple of questions |eft.
3 This is Peoples Gas -- the lines formhere on
4| 468 and al ong 301 existed prior to any agreenent being
5| entered into with South Sunter Gas and the Cty of
6 | Leesburg, correct?
7 A That's correct.
8 Q | amgoing to flip this overlay, T.J., and on
9| the overlay --
10 MR, KRUPPENBACHER: Judge, you may want to
11 give himthat map he nmarked for the record, the one
12 you put the red marking on.
13 THE COURT: | just want to make sure. So you
14 are showi ng ne an overlay now. Do | have this
15 overlay? Is that -- that is exhibit -- part of
16 Exhi bit 57?
17 MR, KRUPPENBACHER: Five, correct. And for
18 the record --
19 THE COURT: Exhibit 5 is a two-page docunent.
20 The first page is a docunent that's al ready been
21 initialed by the witness. And then the second
22 docunent, | guess if you hold it up to the light,
23 you could figure out the overlay, but it does
24 appear to be what's on the denonstrative exhibit.
25 So |l will give you both of those, and
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1 M . Kruppenbacher can tell you what he wants you to
2 do with them

3 BY MR KRUPPENBACHER

4 Q T.J., the green lines on the overlay, are

5| those gas lines installed by this agreenent between City
6 | of Leesburg and South Sunter Gas Conpany?

7 A Yes, they are the Iine up 501, so the | ower of
8| the two lines | knowis installed, and I know they had
9| plans to install, and | believe they have install ed,

10 | al ong 468.

11 Q Wuld you wite the nunber for the benefit of
12 | the Court?

13 A Yes.

14 Q That line did not exist prior to this

15 | agreenent being entered into, correct?

16 A That's correct.

17 Q And that |ine was extended from 470, which is
18 | down here, up to serve areas that inmediately abutted

19| the 468 line that Peoples already had in place, correct?
20 A That's correct.

21 Q There is then a line that conmes along State
22 | Road 444 and down into the 468 paralleling, am!|l

23 | correct, a Peoples line already in existence?

24 A That's correct.

25 Q And that line is to be used to serve custoners
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1| who would i medi ately abut the Peoples Gas line in
2| existence prior to South Sunter and Cty of Leesburg

3| ever installing those Iines?

4 MR, WHARTON: (nbjection. | amsorry, Judge,

5 just a lot of |eading questions.

6 THE COURT: It is alittle leading. |If you

7 could -- | do like to hear testinony.

8 MR, KRUPPENBACHER: | go as far as | can.

9 THE COURT: | do like to hear the testinony

10 fromthe witness. It always inpresses nme nore. So
11 if you can allow the witness to testify.

12 MR, KRUPPENBACHER: Ckay.

13 BY MR KRUPPENBACHER:

14 Q Was your line along the 468 ready and

15| available to serve the areas abutting that are narked
16 | yellow, red, blue and pink in the exhibit?

17 A Absol utely, it was.

18 Q kay. And did the line that the Cty of

19 | Leesburg put in conme before or after the agreenent --
20| the installation of your |ines?

21 A It cane after the installation of our |ines.
22 Q Ckay. And did the line running up the 501 to
23 | the sane area cone before or after Peoples Gas had

24| already put in a line where it was avail able to serve

25 t hat area?
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1 MR, MOYLE: (bjection, |eading and conpound.
2 I nmean, ask himwhen did it happen.
3 THE COURT: Hang on. | wll sustain the
4 objection. Although, | don't think the first part
5 was necessarily | eading because | don't think it
6 was suggestive of an answer, but you did get a
7 little conmpound there.
8 MR, KRUPPENBACHER: You got conpounding with
9 t he objection.

10 | BY MR KRUPPENBACHER:
11 Q Is the Iine on the 501 that the respondents
12| put in, did that -- was that line put in before or after

13 | Peoples Gas |line was put in along the 301?

14 A You nean al ong 468?
15 Q Yes. | amsorry, 468.
16 A And, yes, it was put in after. So the line

17 | put in by the respondent was put in significantly after,

18 | about two years after we had our |ine established al ong

19 | 468.

20 Q So --

21 THE COURT: | amjust |ooking at the map.

22 MR, KRUPPENBACHER: Actually, Judge, | think I
23 am done, but | want to check one thing.

24 THE COURT: Ckay.

25 MR, KRUPPENBACHER: No further questions.
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1 THE COURT: Al right. How are we going to do
2 cross? WIIl we start with --
3 MR WHARTON: | would like to go first.
4 THE COURT: Al right. So that will be the
5 nor mal course?
6 MR, VWHARTON: | think so.
7 MR, MOYLE: That's right.
8 THE COURT: Ckay.
9 CROSS EXAM NATI ON

10 | BY MR WHARTON:

11

12

13

14 Decenber 3rd, 20187

15 A | do.

16 Q Have you reviewed that deposition?

17 A | have.

18 Q Now, you didn't testify any about there being
19 | any stranded facilities, or underutilization of

20| facilities in that deposition, did you?

21 A | answered the questions that were asked, and
22 | | don't believe | was asked.

23 MR. KRUPPENBACHER: Your Honor, | object. The
24 guestion wasn't asked when they deposed him

25 THE COURT: Well, | think that's what he is

Q Good afternoon, sir.
A Good nor ni ng.

Q Do you recall that | took your deposition on
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1 suggesting at this point. So this is going to
2 be --
3 MR. KRUPPENBACHER: Rel evancy - -
4 THE COURT: Hang on a second. |If it's going
5 to be inpeachnent, | assune he will show ne sone
6 I nconsi stent statenent. |If there is not an
7 I nconsi stent statenent, there is not.
8 | BY MR VHARTON:
9 Q Wre you there when M. VWall was testified --
10| when M. Wall testified at deposition?
11 A | was not.
12 Q Have you read M. Wall's deposition?
13 A | have not.
14 Q Are you aware that other PGS personnel have
15| testified in depositions in this case that none of the
16 | lines you have testified about were built with The
17| Villages in m nd?
18 A Coul d you ask the question again, please?
19 Q Yeah. Are you aware that other PGS personne
20 | have testified in deposition that none of the nmins that
21 | you testified about, which nmay experience
22 | underutilization if you don't use themto serve The
23 Villages in the future, none of those were built wth
24 | The Villages in m nd?
25 A | am not awar e.
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1 Q Al right. Now, you do agree that to the

2| extent that any line that you have testified would be

3| underutilized if PGS is not allowed to provide service

4| to The Villages in the future, you built that w thout

5| any established territory in The Villages, correct?

6 A Coul d you ask that question again?

7 Q Sure. Does PGS have any established territory

8| in any part of The Villages? |Is there a PSC order

9| granting PGS any territory in The Vill ages?

10 A So those are two different questions. The

11 first one, absolutely, yes. W have established

12 | territory wthin The Vill ages where we serve tens of

13 | thousands of custoners in The Villages who are current
14 | residents of The Villages as well as serving, at The

15| Villages request, Fenney, which is the |large blue area
16 | right south of 468. And so absolutely, yes, we do have
17 | territory that's been established throughout The

18 | Vill ages.

19 Q But you -- that PGS has established

20 | internally?

21 A That has been established by the construction
22 | of our infrastructure.

23 Q Has it ever been recognized by the Public

24 | Service Comm ssion?

25 A There has not been a case where it's been
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1| officially recognized by the Public Service Comn ssion.
2 Q s there an order of the PSC saying that
3| that's a part of PGS s territory?

4 A Not that | am aware of.

5 Q All right. Wth regard to any ot her part of
6| The Villages, is there such an order establishing any

7| other part of The Villages as part of the territory of
8 | PGS?

9 A Not that | am aware of.

10 Q Al right. So when you built these mains that
11 | you now say may -- ended up being under utilized, you
12 | actually did that w thout any PSC order recognizing that
13| as PGS territory, correct?

14 A That's correct. As you recall ny earlier

15| testinony, we --

16 MR, VWHARTON:  Your Honor, | asked a yes or no
17 questi on.

18 THE COURT: Yeah, just ask the question, and
19 then | amsure on redirect --

20 | BY MR VHARTON:

21 Q So the answer to ny question is yes?

22 A Yes.

23 Q And you built that w thout any devel oper

24 | agreenents between The Villages or any of its related
25| entities for any of those future areas, didn't you?

Premier Reporting Reported by: Debbie Krick



6/24/2019 Peoples Gas Systems

Hearing proceedings before: Judge Early - Volume 1 101

1 A | believe the devel oper agreenent with The

2| Villages for Fenney was in the sumer 2016.

3 Q kay. So were all of the lines that you are

4| saying will be underutilized only used to provide

5| service to Fenney?

6 A No.

7 Q Al right. Then what about any areas outside

8 | of Fenney? Wen you built those |ines and you oversized

9| themand testified now they wll be underutilized, did
10 | you have any devel oper agreenments to serve any areas of
11 | The Vill ages outside of Fenney?

12 A So I would not characterize it as oversized.
13| We size our infrastructure for anticipated and future
14 | load so that we are only -- we are only disturbing the
15| ground and the right-of-way once. So we oftentines wll
16 | put in a larger pipe than is necessary for the initial
17 | customers served because we anticipate growth in the

18 | future, and we anticipated potential growth both from
19 | The Villages as well as from ot her custoners.

20 Q Vel l, thank you for that.

21 When you sized those facilities thusly, did
22 | you have any devel oper agreenents with The Vill ages for
23 | any areas outside of Fenney?

24 A We did not.

25 Q And did you have any kind of a verbal deal or
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1| a handshake deal with The Villages for any areas outside
2| of Fenney?

3 A Not to my know edge.

4 Q And were you aware at that tine that The

5| Villages had al ready devel oped tens of thousands of

6 | hones w thout gas?

7 A | don't know the exact count, so | don't -- |
8 | don't know the count.

9 Q But you decided to build those |ines anyway at
10 | the sizes that you built then?

11 A That's correct.

12 Q Al right. Do you have -- is the Leesburg
13 | exhibit book up there, sir?

14 MR, VWHARTON: Do you know if it is, Jon?

15 MR MOYLE: It is.

16 THE WTNESS:. It is not.

17 MR. MOYLE: Well, the judge has a copy.

18 THE COURT: It's right here.

19 THE WTNESS: Now it is.

20 MR, MOYLE: We have an extra copy.

21 THE COURT: I'Il take that one back.

22 BY MR VWHARTON:

23 Q Take a look at, if you wll, at Leesburg

24 | Exhibit 12.

25 Now, you nentioned PGS s ability to serve, and
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1| you tal ked specifically about one of the reasons you
2| were hired was to hel p address the safety record of the
3| conpany; is that right?
4 A | believe what | said was | was brought in to
5| PGS to have a nore intense focus on all parts of the
6 | operation, including conpliance.
7 Q And safety is a big part of that?
8 A That's correct.
9 Q Okay. Are you famliar with this exhibit?
10 A | am
11 Q And will you identify it for the record?
12 MR. KRUPPENBACHER: Your Honor, at this point,
13 I want to object. Your predecessor specifically
14 said during hearing we were not going to relitigate
15 t he consent matter.
16 Now, if it's sinply to admt the order, | have
17 no issue with it. But we did not prepare to
18 relitigate it, and it appears they may be trying to
19 go down the road to relitigate it now.
20 THE COURT: M. Wharton, this is a matter that
21 dealt with some conplaint, | take it, on safety
22 I ssues wth regard to --
23 MR, WHARTON: It is, in which the Conm ssion
24 | evied the biggest penalty in history. But I --
25 THE COURT: Hang on a second. | think the
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1 nore fundanental question is, other than this
2 W t ness saying, you know, that he was brought in to
3 Peopl es to tal k about safety, | haven't really seen
4 anything in what | consider his direct exam nation
5 that dealt with safety. So how does this tie into
6 his exan? | nmean, | guess he did -- | nean, |
7 guess he tal ked about safety in words.
8 MR, WHARTON: He tal ked about the safety and
9 how many conpl aints the Ccala Division had had.

10 THE COURT: Al right. 1 amgoing to overrule
11 the objection for now, but keep the thought in

12 mnd, and I will give alittle latitude.

13 MR WHARTON: Al right.

14 THE COURT: Having not been privy to the

15 agreenent unless -- was it reduced to witing?

16 MR. KRUPPENBACHER: Judge, he orally said it
17 during the hearing that he was not going to

18 relitigate.

19 THE COURT: | will listento alittle bit for
20 now.

21 MR, VWHARTON: | disagree with that.

22 THE COURT: The agreenent says what it says.
23 This is probably one that speaks for itself if

24 there is sonething in here, the PSC is usually

25 pretty --
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1 MR VWHARTON: We will leave it that way,
2 Judge.
3 THE COURT: |It's already in evidence.
4 MR, VWHARTON: We will argue in the PRO
5 MR BROMN: It's not in evidence?
6 MR, VWHARTON: It has been objected to.
7 MR, MOYLE: | don't think so.
8 MR BROMWN:. Am | right?
9 THE COURT: | just |ooked at my list, and |
10 showed City 12 as being admtted.
11 MR, BROWN: Al right.
12 MR MOYLE: Plus it's an order, right?
13 THE COURT: Yeah, it was admtted w thout
14 objection. So | think this will say what it says,
15 and obviously | would have taken offici al
16 recognition, but it is in evidence and | wll give
17 it the weight that it warrants.
18 | BY MR WHARTON:
19 Q Sir, do you know anyt hi ng about the settl enent
20 | between PGS and the City of Clearwater that occurred in
21 | the '90s?
22 A | do not, other than | know one exi sts.
23 Q Okay. Do you recall whether, in that
24 | particular case, that PGS ultimately settled that
25| dispute with Cearwater by agreeing to allow C earwater
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1| to serve --

2 MR, KRUPPENBACHER: Your Honor, | amgoing to

3 object to the relevancy. This --

4 THE COURT: Well, | think he already said he

5 doesn't know anyt hing about the order other than it

6 exists, so | think that's as nuch as you are going

7 to realistically get fromthis w tness.

8 | BY MR WHARTON:

9 Q Al right. Let nme ask you this, then.

10 You had testified some about the Gty of

11 | Leesburg serving outside of its nunicipal limts. Are
12 you aware, as we sit here today, whether PGS has ever
13| entered into a settlenent agreenent that agreed that a
14 | municipality could serve outside of its City limts

15 | adjacent to a PGS service area?

16 A | don't know where the exact demarcation is
17| with the agreenent of Cty of C earwater.

18 Q So the answer to ny question is you are not
19 | aware?

20 A | don't know where that demarcation is.

21 Q | under st and.

22 Now, do you recall that -- well, strike that.
23 The original petition PGS filed in this case
24| had a map attached to it of the area that PGS asserted
25| was its service territory, correct?

Premier Reporting Reported by: Debbie Krick



6/24/2019 Peoples Gas Systems

Hearing proceedings before: Judge Early - Volume 1 107
1 A Yes, | believe it did.
2 Q Ckay. And do you renenber telling nme in
3| deposition that that map was only created a few weeks
4| before the litigation started?
5 A Yes.
6 Q Al right. PGS didn't actually have any nmaps
7| or internal docunents or long-termstrategic plans
8 | depicting these area that are in dispute in this case as
9| part of its service territory, did they, prior to the
10 | filing of the petition?
11 A We had drawi ngs that showed the projects, or
12 | potential projects in the area. | don't know that |
13| would refer to that as a strategic plan, but we did have
14 | projects where we reviewed projects for the construction
15| of our lines in areas, and so we had draw ngs that
16 | showed that back in 2016.
17 Q But did you have maps or draw ngs depicting
18 | these areas as part of PGS service areas -- that's ny
19 | question -- prior to filing the petition?
20 A Again, we don't -- we establish our territory
21 as we add infrastructure, and so | would say, yes, we
22 | didn't show explicit limts of territory, because that's
23 | not what we do. Wat we do is, as we expand the system
24| we serve |oad along that new infrastructure w thout
25 | necessarily ever demarcating, unless there has been a
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1| historical agreenent with another utility on where there
2| maght be aterritorial |ine.

3 Q Isn't it true that you told ne in your

4 | deposition that there m ght be other maps depicting the
5| sanme areas as PGS service area as the exhibit to the

6| petition, but that you were not aware of any at that

70 time?

8 A You woul d have to refer ne specifically to

9| what part -- | don't --

10 Q Let's do that.

11 THE COURT: Hang on. M. Kruppenbacher, don't
12 show the witness anything at this point.

13 MR. KRUPPENBACHER: He is going to question
14 hi m regardi ng his deposition.

15 THE COURT: | think that's what M. Self is
16 | ooki ng for.

17 BY MR WHARTON:

18 Q So you have got a copy, sir?

19 THE COURT: Are you okay with himl ooking at
20 the copy of the deposition?

21 MR, WHARTON: That's all we've got, too. 1In
22 this age of electronic, it's really changing having
23 the Gold Seal original. You are lucky if you

24 didn't get stuck with a mni.

25 BY MR WHARTON:
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Q Take a | ook at page 123.

A Ckay. | amthere.

Q Al right. On page 123 -- well, in your
deposition of Decenber 3rd, 2018, on page 123, |ine 15.

Question:

that, to your know

del i neated t he boundari es of

particul ar region?
mean,
Deposi ti on Exhi bit

Answer :

"Okay, was that the first tine

edge, that PGS had specifically
its service area in this

| amusing that phrase |oosely. |

what's depicted on the map that's Exhibit E to

2."

"Certainly the first time this map

was creat ed. | don't know if there is other tines we

have established a map that showed what we believed is a

service territory. This is the first time | have been

i nvolved with, so | amnot aware of any of it.

Do you stand by that territory -- do you stand
by that testinony?

A | do, consistent with what | said before which

is we establish -- when we establish territory by
putting in infrastructure, and we generally do not show
a demarcation line.

Q Ckay. But you don't -- but, again, you do
stand by this testinony?

A | stand by what |

Q Al

said in the deposition, yes.

right. And you didn't produce any such
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1| maps or plans in response to discovery, did you?

2 A | did not.

3 Q And you haven't put any in as exhibits in this

4| case to your know edge, have you?

5 A Coul d you -- when you say any --

6 Q Maps that were preexisting, showng this as

7| PGS territory. That's all | amtrying to get to.

8 A | don't know that we did. No.

9 Q Al right. You testified about that the way
10| that PGS |likes to build its lines is that there would be
11 | an anchor custoner preferably when a |ine is extended,
12 | correct?

13 A No. What | said is that was one of the ways
14 | that we built |ines.

15 Q Ckay. You woul d agree that none of these

16 | lines were specifically extended with future Vill ages
17 | devel opnents as the primary notivation?

18 A That's correct.

19 THE COURT: By these lines, you are referring
20 to the PGS blue line?

21 MR. VWHARTON:. Yes.

22 THE COURT: kay.

23 BY MR WHARTON:

24 Q And, in fact, you were trying to extend those
25| lines to get to industrial custoners in nost cases?
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1 A That was one the considerations. Again, we

2| had served The Villages residential areas in the past,

3| as well as commrercial areas. W knew that there was

4| going to be gromh in this area, whether it was The

5| Villages, or whether it was another devel opnent, or

6 | another real estate developer. Wile we didn't have

7| specific loads identified, we certainly targeted any

8 | gas, potential gas custonmers along that route.

9 Q But you didn't actually go have a conversation
10| with The Villages before you decided to design, permt
11 | and pay for those |lines about whether not The Vill ages
12 was interested in receiving services in the future, did
13 | ?

14 A | did not, but | have marketing and sal es

15| folks across the state that had an ongoing rel ati onship
16 | with folks at The Villages. And our hope was that we
17 | always woul d have The Vill ages see the benefit of having
18 | natural gas in their honmes and woul d cone back and say,
19| we would |like you to add gas, and, in fact, did.

20 Q That was your hope?

21 A Yes.

22 Q Now, isn't it true that you agree that

23 | conpetition plays a role in natural gas?

24 A Yes.

25 Q Natural gas isn't |ike water, wastewater,
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1| electric. |It's a service that devel opers do not have to
2 put in, correct?

3 A That's correct. |It's the devel opers.

4 Q And you woul d al so agree that in order to

5| provide natural gas service on a central basis to a

6 | devel opnent, you need the consent and acqui escence of

7 | the devel oper?

8 A If it's going to go in at the beginning of the
9 | construction, that would be the case, that they

10 | generally -- that devel opers generally control the roads
11 | at that point. And obviously when you are building the
12 | honmes, it's nuch | ess expensive for custoners if gas

13| facilities are put in at the honmes, and appliances put
14| in the hones initially when the honme is built rather

15| than after a nei ghborhood has been establi shed.

16 Q That's what you refer to as retrofitting,

17 | which woul d be very expensive, right, after-the-fact?

18 A Yeah, | wouldn't call it retrofitting, but,

19 | yeah, that's fair.

20 Q Okay. And you agree that in the future,

21| growth of The Villages, the people you are going to have
22 | to deal with to provide natural gas services is the

23 | devel oper of The Villages itself. You would need

24 | devel oper agreenents, you would need easenents?

25 A | am sorry, could you reask that?
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1 Q Yeah. You would agree that in the future

2| areas for growth in The Villages, it is The Vill ages

3 | devel oper that you would need to deal with in order to
4| put in natural gas?

5 A For the initial installation, if it's being

6 | done in construction with the agreenent in construction,
7| yes, | agree.

8 Q Have you -- has PGS ever retrofitted -- again,
9| you don't like that word. Let ne rephrase.

10 Has PGS ever put in any natural gas service
11| into The Villages at any period after the construction

12 | had been conpl et ed?

13 A | don't know.

14 MR. WHARTON:. That's all we have, Judge.

15 THE COURT: Al right.

16 MR, MOYLE: Your Honor, what's your pleasure
17 with respect to -- | think it's noon.

18 THE COURT: | would like to finish up this
19 W t ness.

20 MR, MOYLE: Ckay. Al right.

21 CROSS EXAM NATI ON

22 BY MR MOYLE:

23 Q Good norning --
24 A Good nor ni ng.
25 Q -- T.J.
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1 A Jon.
2 Q Just a couple of things I want to just nake

3| sure the record is clear on.

4 There is no territorial agreenent that you

5| have that relates to Sunter County, is that correct?

6 A | don't believe there are any territorial

7 | agreenents for our conpany within Sunter County.

8 Q And you woul d agree there is a difference when
9| the PSCis |looking at cases at whether or not there is a
10 | territorial agreenent is a big fact and a big factor,

11 | correct?

12 A Yes, | would say that's true.

13 Q And if there is not a territorial agreenent,
14 | conpanies are able to conpete a little nore broadly, al
15 | things being equal, correct?

16 A Yeah. | amnot sure if | would use the term
17 | conpete. | know we covered this in ny deposition in

18 | ternms of what | consider conpetition for the gas

19 | business, and | was asked about conpetition. | see

20 | conpetition for the gas business being conpetition with
21 | electric conpanies, conmpetition with fuel oil conpanies,

22 | conpetition with gasoline. Wen | think about --

23 Q And also wth --
24 MR, KRUPPENBACHER: Wait, let himfinish.
25 THE W TNESS:. And when | think about other gas
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1 conpanies. So the partnership is performed for
2 South Sunter Gas and Leesburg, | think about that a
3 little differently in that the PSC has jurisdiction
4 over territories for utilities. And so it's a
5 nonopol y versus conpetition the way you woul d think
6 about, again, conpetition with another source of
7 energy or, you know, a Wal-Mart and a Target.

8 | BY MR MOYLE

9 Q So that was a |long answer and we did tal k

10 | about it in the deposition. | think you al so agreed

11 | that regul ated natural gas conpani es conpete for

12 custoners, do they not?

13 A There is the potential for generally large

14 | industrial custoners in an unserved area, that that is a

15| possibility, yes.

16 Q So that would be a yes to the question?
17 A Yes.
18 Q And with respect the role that you play with

19 | the conpany, you are the President, as you told the

20 | Court, Peoples Gas. And who is your direct report to?

21 A Who do | report to?
22 Q Yeah, who do you report to?
23 A | report to a board of directors in Tanpa that

24 | is headquartered in Tanpa, Scott Balfour is the CEO of

25| Emera. He is ny direct -- if you are | ooking for ny
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1 boss, he is nmy boss. He is also the Chairman of that

2 | board.

3 Q And the way it's set up is you have the

4 | conpany, you have a | ocal board that's an advisory

5| board, but the hard line report, PGS is a subsidiary

6 | conpany of Enmera, correct?

7 A Down several |ayers, but yes.

8 Q And Enera is traded on the Toronto Stock

9 | Exchange, is that right?

10 A Yes.

11 Q And headquartered in Nova Scotia?

12 A Yes, Hali f ax.

13 Q Al right. And as President, | assune that

14 | you review Enera docunents that set forth strategic

15| objectives for the parent conpany, is that fair, for

16 | annual reports, things like that?

17 A | have | ooked at annual reports. | have

18 | reviewed sonme docunents. It's kind of a broad brush

19 | that you have painted, so you would have to say

20 | specifically have | |ooked at this or this, but |I do

21 | ook at, obviously, Enera docunents.

22 Q Sure. And you nentioned annual reports.

23 Are you aware that Enera, in their nost recent
24 | annual report, has indicated to investors that they are
25| |ooking to grow six percent of their rate base growh in
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1| 2021 would be driven by Florida investnents?
2 MR, KRUPPENBACHER: Your Honor, | amgoing to
3 obj ect, one, to the relevance of this issue; but I
4 am al so going to object because it appears M.
5 Myle is trying to take your order fromgoing to
6 l unch to going to dinner, and | really don't want
7 to wait until then.
8 THE COURT: | amcurious as to where this ties
9 into anything | heard on direct testinony.
10 MR, MOYLE: Okay. Well, he tal ked about his
11 duties and responsibilities and the business
12 objectives. And part of our position is that what
13 Is really going on here is, is that is sonething
14 that's being pushed by the corporate parent,
15 consistent with what their annual reports say about
16 how we are going to get Florida conpanies to
17 grow - -
18 THE COURT: | think we had sonme genera
19 di scussi on about who he works for, but | didn't
20 hear anything of this nature in the direct
21 exam nation, so | amgoing to sustain the objection
22 as bei ng beyond the scope of direct.
23 MR, MOYLE: | amgoing to just put this
24 exhibit up. This is the map that ny client
25 submtted. It's admtted as Exhibit 2, Your Honor.
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1 MR. BROWN: That's actually not. That's our
2 map.
3 MR, KRUPPENBACHER: You can use it, Jon.
4 THE COURT: | was going to say, that | ooks
5 i ke Exhibit 6.
6 MR. MOYLE: GCkay. This is 2.
7 BY MR MOYLE
8 Q s this map nore current than the map that you
9| were referring to in your direct testinony?
10 VMR, KRUPPENBACHER: Excuse ne, Your Honor, but
11 coul d he define what he neans by nore current,
12 because | don't know what you nean by that.
13 THE COURT: Yeah. You want to that a bit?
14 BY MR MOYLE
15 Q The map you were | ooking at doesn't have a
16 | line on 470, correct?
17 A | thought | interrupted you.
18 Q No, let's nmaybe do it -- well, this doesn't
19 | have a line on 470, this being the original map you were
20 | | ooking at?
21 A That's correct.
22 Q So when did the 470 line cone into being?
23 A Over approxi mately the | ast six nonths.
24 Q And was that |line constructed while this
25| litigation was pending with the Public Service
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25

6| better positioned and closer to serve it?

ssion?
A Yes.
Q And you are aware that ny client has taken the

ion that it serves the Coleman prison, and the

can Cenent plant is right next door, and it's

MR, KRUPPENBACHER: Your Honor, | will object.
There is another proceeding regarding that |ine,
and so your attenpts to try that case in this case,
| object to. It's not relevant to even what the
judge said earlier about he was interested in that
territory.

THE COURT: Al right. Let ne not get too
much into | aw and speaki ng objections, but I am
really -- | nean, frankly, | see where you are
goi ng, because | see this line. But | am] ooking
at the area that is up on County Road 468 and the
line, you know, in the area of Fenney. And if
there i s anot her proceeding going on, or if there
is a dispute as to Col eman and Anerican Cenent, |
think that's for a different tinme and pl ace.

MR, MOYLE: And that's okay, but with respect
to, you know, credibility and the relevancy with
respect to how they expand, you know, that once you

have a systemin place, the closest person should
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1 serve, | think that is all fair gane.

2 THE COURT: | amgoing to disagree with you,

3 M. Myle. | amsorry, | amgoing to sustain the

4 obj ecti on.

5 If there is another proceedi ng going on,

6 perhaps | will be fortunate enough to get that one

7 too, but until | do, | amgoing to [imt what I

8 hear about that.

9 MR, MOYLE: | renew ny request to take a | unch
10 br eak.

11 THE COURT: Ask M. Wharton, sonetines | go

12 wi t hout | unch.

13 BY MR MOYLE:

14 Q You keep up with regulatory matters for your
15 | conpany, is that right?

16 A | am aware of many of the regulatory matters.
17| 1 wouldn't say | amup to speed on all the regulatory

18 matters.

19 Q Can you tell the judge what your current

20 | return on equity is for PGS?

21 A It's --

22 MR, KRUPPENBACHER: Your Honor, | object. Now
23 we are getting -- we stipulated to things. W are
24 getting well beyond what's relevant to this

25 particul ar issue.
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1 THE COURT: Well, | think, again, | don't
2 recall hearing anything on direct that would tie
3 into that testinony to nake it appropriate for
4 cross, so | sustain the objection.
5 BY MR MOYLE:
6 Q Maybe | can try it this way. |Is a part of
7 | what your duties and responsibilities are to nmake sure
8 | the conpany is profitable?
9 A On neasured -- | would say yes, that are
10 | graded and are assessed, anong any other things, in
11| ternms of net incone on the conpany.
12 Q All right. And another thing you | ooked at is
13 | custoner counts, right, can you increase custoner
14 | counts, that's netric by which you are neasured,
15| correct -- or have been neasured in the past?
16 A Yes, we have had that in our corporate
17 | scorecard, yes.
18 Q Al right. And The Villages presents an
19 | opportunity for a lot of increase in custoner counts,
20 | does it not?
21 A It does.
22 Q And | believe you were asked about your
23 | expected RO in your direct. Is RO different than the
24 | ROE?
25 MR. KRUPPENBACHER: | object, Your Honor. |
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1 never asked himabout return on investnent in
2 di rect.
3 MR MOYLE: Let nme cone at it this way.
4 THE COURT: Al right. 1 wll sustain the
5 obj ection as posed. You can rephrase.
6 BY MR MOYLE:
7 Q Okay. Your profit is regulated by the Public
8 | Service Commssion, is it not?
9 A Yes, it is.
10 Q And the return on equity is what does that?
11 A They nonitor the return on equity, correct.
12 Q And what is your range of allowed profit as we
13 | sit here today?
14 MR. KRUPPENBACHER: Your Honor, | object.
15 It's beyond what | got into on direct.
16 THE COURT: | think that's well beyond what
17 | -- anything | heard on direct, so | amgoing to
18 sustain the objection.
19 | BY MR MOYLE
20 Q The return on equity is set forth in orders of
21 the Comm ssion, is it not?
22 A It is.
23 MR, MOYLE: Al right. Judge, | have a
24 confidential docunent | would like to talk to him
25 about .
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1 THE COURT: Al right.
2 MR, MOYLE: This is 16.
3 MR BROMN: Qur 16 or your 167
4 MR, MOYLE: CQur 16.
5 BY MR MOYLE:
6 Q If you could go to 16, to the very back of 16.
7 A There i s not hing.
8 THE COURT: M. Szelistowski, we had --
9 THE WTNESS: There is nothing in 16.
10 THE COURT: Al right. So this is a
11 confidential docunment, and | would ask -- and you
12 may -- you may have to tal k about it, you know, but
13 to the extent that you can be | ess descriptive in
14 your testinony.
15 THE WTNESS: Ckay.
16 THE COURT: | amgoing to hand you ny copy.
17 Just make sure | get that back.
18 MR, MOYLE: Judge, | amonly going to ask him
19 about one page. That's it, so | will just get that
20 back from you.
21 THE COURT: Al right. | will tell you what,
22 iIf you want to give ne that back and you can | ook
23 at this.
24 MR MOYLE: It should be the | ast page.
25 THE COURT: So for purposes of the next
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1 reviewing tribunal, this is Cty Exhibit 16, page
2 seven.
3 MR, MOYLE: It's the very |ast docunent.

4| BY MR MOYLE:
5 Q All right. So | amgoing to show you what's
6 | been marked as Exhibit 16, and | would ask you to go to

7| the |ast page. Do you have that in front of you?

8 A | believe this is the sanme page.

9 Q kay. And what is the docunent entitled?

10 A PGS Construction Project.

11 Q Al'l right, and this is in evidence.

12 There is a nunber of things that are listed on

13 | this docunent, are there not, wth respect to activity

14 | of PGS in the Sunter County area?

15 A There is quite a bit of information on here,
16 | yes.
17 Q Ckay. And a lot of this stuff on here has

18 | already taken place, has it not?

19 A It's very hard to read the details of the

20 docunent, but as we tal ked before, the directional |ine
21 al ong 468 is done, the one down 301 is done. And so it
22 | shows several custoners, the asphalt plant.

23 Q And these construction projects, they are done
24| to help you figure out where you are goi ng, where you

25| are going to growin part; is that correct?
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1 A This is a specific construction project

2 | description docunent.

3 Q Al right. And it shows, | think, the

4| construction of the line on 468, is that -- do you

5| consider that confidential nowstill? | nean, we just

6| talked about it, so | don't think you do. | nean, is

7| this docunent confidential? If wll you just |ook at

8| it, it would be easier to ask you questions about it.

9 A | am not sure the reasoning behind why it was
10 | marked confidential. | did not determine that it was
11 | confidential, and so | -- so for ne to guess why it is
12 or isn't now, and why it would change, | don't know.

13 Q Al right. M understanding is that it

14 | relates to stuff you have already testified about, is
15| that true?

16 A Not all of it.

17 Q Wth respect to the bullet points?

18 A Wth respect to the map, | believe that's

19 | true. | don't think with respect to the figures at the
20 bottom the dollar figures at the bottom | don't think
21| that's true. Wth respect to the bullet points, sone of
22 | them Sonme of this we have not tal ked about.

23 Q kay. Wth respect to the nunbers, how about
24 | | tread gently on the nunbers, and with respect to the
25 | project descriptions, talk about those, if I can a
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1| little nore liberally, would that be all right?
2 A Ckay.
3 Q Okay. Al right. So this outlines there were
4 | four phases in South Sunter County, correct? The first
5| phase was on 468. Just show exactly where that first
6 | phase, as it ties to this docunment, is on the map.
7 A That woul d be the section fromhere --
8 Q So it cones from 447
9 A Correct.
10 Q And you go south, and then you get on 4687
11 A No, actually, | take that back. Yes, this
12 | area.
13 Q So just so the record is clear, you went on 44
14 | down 468 to about 301, the intersection of 301; correct?
15 A That's the way it |ooks to ne as though Phase
16 | | is described.
17 Q Al right. And then --
18 A The termnus isn't explicitly |listed, however.
19 Q Al right. And what is Phase I1?
20 A That woul d be the gate station here.
21 Q And that's the Sabal Trail gate station?
22 A That's correct.
23 Q Ckay. And the nunber for the Sabal Trail gate
24 | station shown on the bottom | don't want to say it out
25| loud, but is that the right nunber with respect to the

Premier Reporting

Reported by: Debbie Krick



6/24/2019 Peoples Gas Systems

Hearing proceedings before: Judge Early - Volume 1 127
1| cost?
2 A | don't know.
3 Q Who woul d know t hat ?
4 A M. WAll may have a better idea than | do.
5 Q Ckay. And then Phase IIl, what is that? And
6 | just show on the map. The fact that you are serving
7| that custonmer, that's not confidential, is it?
8 A And actually, | believe -- so to clarify, or
9| maybe to correct what | said, Phase | is fromhere to
10 | here. Phase Il is that gate station. Phase Ill is to

11 serve Anderson Col unmbia, which is here.

12 Q So Anderson Colunbia is --

13 A Ri ght south of Col eman.

14 Q Sout h of Col enman.

15 A Sout h of Col eman.

16 Q And they are big industrial?

17 A They are an asphalt plant.

18 Q And you contacted themand tal ked to them --
19 MR, KRUPPENBACHER: |'m going to object, Your
20 Honor. This is beyond direct.

21 THE COURT: | think I -- | will overrule.

22 THE WTNESS: | did not. Peoples Gas had been
23 in contact wth that conpany as well as nany

24 ot hers.

25| BY MR MOYLE:
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1 Q And you solicited them as custoner, you being
2| PGS?

3 A | don't know if PGS solicited them or they

4| solicited PGS.

5 Q Ckay. And then the next phase, the Phase |V,

6| what is that?

7 A So that woul d be the section down 301 and

8 | across 470, to serve Anmerican Cenent.

9 Q And Anerican Cenent, are they a custonmer now?
10 MR, KRUPPENBACHER: Your Honor, | amgoing to
11 obj ect .

12 MR MOYLE: | will withdrawit.

13 THE COURT: He is withdrawi ng the question.
14 Who does this belong to?

15 BY MR MOYLE:

16 Q Wul d you agree that it's a prudent business
17 | practice in the natural gas business if you don't have a
18 | territorial agreenent to enter into a contractua

19 | arrangenent with a custoner?

20 A W do enter into gas service agreenments with
21 | custoners whether or not we have a territorial

22 | agreenent.

23 Q And you do that so that you can depend and
24 | rely on that custoner, is that right?

25 A That's correct.
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1 Q Okay. The testinony you gave about the
2| additional capacity on the line, that that could help
3| defray costs previously. Don't -- as a matter of
4| regulatory policy, doesn't the -- when you are making a
5 | decision about serving a custoner, don't you run a Cl AC
6| calculation to determ ne whether to serve a custoner?
7 A For a single custoner, we will often run a
8| calculation that if we don't anticipate any other |oad
9| along that line in the future, that that custoner woul d
10 | help pay a portion of that construction cost, yes.
11 Q And did you run ClI AC cal cul ations with respect
12| to the construction project we just talked about, all of
13 | those phases?
14 A Al of those phases?
15 Q Yes.
16 A | don't know specifically for any part of that
17 | construction project. Again, that CIACis generally
18 | for -- it's specifically for a single custoner, to |ook
19 | at a single custoner versus as we expand into an area
20 | and know there is going to be multiple custoners that
21 | can help pay for the infrastructure in return on the
22 I nfrastructure.
23 Q Do you know if you ran one for Anderson
24 | Col unbi a?
25 A | don't know.
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1 Q M. Wall would know t hat?
2 A | don't know.
3 MR. MOYLE: Could have a m nute, Your Honor?
4 THE COURT: Sure.
5 MR, MOYLE: | have nothing further.
6 THE COURT: Al right. M. Kruppenbacher,
7 anything on redirect?
8 MR. KRUPPENBACHER:  Yes.
9 REDI RECT EXAM NATI ON
10 | BY MR KRUPPENBACHER:
11 Q T.J., are territorial agreenents in the gas
12 | industry in Florida generally far and few between?
13 A | would say they are generally unconmon
14 | conpared with, say, electricity utility.
15 Q | s that because of the nature of the gas
16 | industry, the way people lay the lines and then devel op
17 | off of it?
18 A Yes.
19 Q And you don't overdevel op one anot her?
20 MR, VWHARTON: (Objection, leading. The whole
21 answer is in the question.
22 THE COURT: Sustained. You can rephrase it.
23 MR. KRUPPENBACHER: No further questions. |
24 said no further questions, Judge.
25 THE COURT: Al right. That concludes -- |et
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1 nme ask, do any of the parties anticipate recalling
2 this witness on rebuttal or can he be excused at
3 this point?

4 MR. WHARTON: We do not, Your Honor.

5 MR BROMN: Well, | say this, | don't think

6 so, but we will keep himsecluded until -- if he is

7 back in, that will be a sign that we have deci ded

8 not to call himon rebuttal.

9 THE COURT: Al right. So you are still in
10 the outer room | amafraid. Actually, at this
11 poi nt, he could probably go back to his hotel and
12 do sonet hi ng.

13 MR, KRUPPENBACHER: Your Honor, let the record
14 reflect M. Brown said T.J. couldn't |eave. It

15 wasn't ne.

16 THE COURT: Well, | amnot excusing himfrom
17 the subpoena to the extent that you are here under
18 subpoena, and -- but for now, you are excused.

19 Thank you, sir.

20 Al right. W are in recess for now.

21 (Lunch recess.)

22

23

24

25
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