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1 PROCEEDI NGS
2 THE COURT: All right. So today is Tuesday,
3 the 24th of June, 2019. W are here for the second
4 day in the case of --
5 MR SELF:. 25th.
6 THE COURT: -- in the case of Peoples Gas
7 versus South Sunter Gas System the gas conpany,
8 and Gty of Leesburg. W conpleted M. Stout
9 yesterday, so we are ready for our next wtness,
10 M. Brown.
11 MR. BROWN: St ephen Durham Your Honor
12 THE COURT: Al right. M. Durham would you
13 rai se your right hand, please?
14 | \Whereupon,
15 STEPHEN DURHAM
16 | was called as a witness, having been first duly sworn to
17 | speak the truth, the whole truth, and nothing but the
18 | truth, was exam ned and testified as foll ows:
19 THE COURT: Your full name, please.
20 THE WTNESS: Stephen Durham
21 THE COURT: Ckay. Please be seated.
22 D-URHA M
23 THE WTNESS. D UR-HA-M yes, like bull
24 Dur ham
25 DI RECT EXAM NATI ON
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1| BY MR BROM:

2 Q Good nor ni ng.
3 A Good nor ni ng.
4 Q Coul d you state your nane for the record,

6 A St ephen Durham Stephen with a P-H.

7 Q What is your profession, sir?

8 A | am an economni ¢ consul tant.

9 Q And can you tell the Court a little bit of

10 | your educational background?

11 A | have a Bachelor's degree in the area of

12 | econom cs from Manchester University in England, Master
13 | of Science and Ph.D. in area of econom cs from Cornell
14 | University.

15 Q And what is sone of your -- what is your

16 | current enpl oynent?

17 A | am enpl oyed by a conpany called Deiter,

18 | Stephens, Durham & Cook. W are based in Tanpa.

19 Primarily what we do is consulting in

20 | adversarial actions. So typically that's litigation,
21| but things may not be in litigation, but it could be a
22 | property dispute, or sonething |ike that, or property
23 | damage. So it mght -- it mght lead to litigation even
24| if it's not inlitigation.

25 Q And for how | ong have you been with the firnf
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1 A 30 years.
2 Q And before that, what about did you do?
3 A | was a graduate student.
4 Q And did you cone straight frombeing a
5| graduate student to work for the firnf
6 A Yes.
7 Q Al right. W've got a book up there. Let ne
8| make sure it's up there. It is. |If | could have you
9| look at Exhibit 9.
10 THE COURT: Peopl es Exhibit 9?
11 MR. BROWN: Peoples Exhibit 9. Yes, Your
12 Honor .
13 BY MR BROWN:
14 Q And ask you, what is this?
15 A This is a chart | prepared outlining potenti al
16 | paynents to South Sunter Gas over a 30-year period from
17 | the agreenent with the Gty of Leesburg.
18 Q And this is your work product?
19 A Yes.
20 MR, BROWN: Your Honor, | would nove to admt
21 this into evidence.
22 THE COURT: M. Moyl e.
23 MR, WHARTON: (Obj ect on the basis of
24 rel evance.
25 THE COURT: Anything on top of that, M.

Premier Reporting

Reported by: Debbie Krick



6/25/2019 Peoples Gas Systems

Hearing proceedings before: Judge Early - Volume 3 282

1 Moyl e?

2 MR MOYLE: Well, I was kind of thinking that

3 before it would cone in, that he would tender him

4 as an expert and be accepted before entering

5 exhibits in with not the w tness having been

6 accepted as an expert.

7 THE COURT: Al right. WwWll, | nean, if

8 that's -- if that's the objection, I wll allowit

9 in. So |l think that will probably go nore to the
10 wei ght at the point that he either is or is not

11 accepted as an expert. So | wll allowit. | wll
12 recei ve Peoples Exhibit 9 in evidence.

13 (Wher eupon, PGS Exhibit No. 9 was received

14 | into evidence.)

15 MR, MOYLE: Judge, | guess the other thing is,
16 first, it's right out of the norning, so the coffee
17 is still working, but | think also on the rel evancy
18 point, his analysis is all done based on an

19 arrangenent in a contract that provides revenue to
20 SSGC. And, you know, the contract, you will

21 have -- you al ready have the contract in front of
22 you. You have all of that information, you know, |
23 think it can be derived on. | amnot sure it's

24 that relevant in ternms of who nmakes what. Wat

25 i ssue in the case does that even go to about?
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1 THE COURT: You know, another of the
2 I nponder abl es that | pondered, but at this point --
3 I mean, | recognize there is this issue out there
4 that's nore jurisdictional than substantive in
5 terms of what | am going to be asked to do, and
6 ultimately what the Conmi ssion is going to be asked
7 to do. And I don't know enough about this not, at
8 this point, to knowif | ought to be unraveling it
9 or tightening it.
10 So |'m probably today going to be allowing a
11 lot of things in that the parties are going to go
12 what the -- one or both of the parties are going to
13 say, what the heck is he doing letting that in, it
14 has nothing to do with this case. But because of
15 that issue, and because of the uncertainty in ny
16 mnd as to how that issue is going to play out,
17 havi ng not heard nuch yet, | aminclined to nake a
18 nore substantial factual record for the Conm ssion
19 to chew on, and for nme to chew on.
20 | want to make sure that the Comm ssion has --
21 if I -- if | err in some way in applying the law to
22 this case, | at |east want the Conm ssion to have
23 enough facts that they can correct ne. Hopefully
24 that won't be the case.
25 | aminclined to let in nore than |ess. |
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1 know that's kind of one of the fallbacks with ALJs
2 alot, is howthey let everything in and, you know,
3 say it's going to go to the weight. That's
4 probably what | am going to be doing nore than | ess
5 t oday.

6 MR. BROWN:  Your Honor, if | may just add, |

7 think the testinony that's already in the record in
8 the deposition of M. Rogers is that the cost to

9 serve for Leesburg is whatever they are paying

10 under the agreenment, and this is an attenpt to

11 quantify what that anount is.

12 THE COURT: Ckay.

13 MR. WHARTON: The deposition of who?

14 THE COURT: Jack Rogers.

15 MR. BROWN. Jack Rogers.

16 THE COURT: So like said, I aminclined at

17 this stage, at least at this stage and probably

18 t hroughout the rest of the proceeding, to let a |ot
19 of evidence in, and | amgoing to have to sort it
20 all out at the end, because all of y'all are going
21 to have to tell me how this plays out in the

22 context of a territorial dispute.

23 MR, MOYLE: | suspect we nmay have this

24 conversation a couple of tines, so | interpreted
25 your conmments to just kind of play it by ear, it
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1 sounded | i ke.
2 THE COURT: Yeah. | amgoing to play it by
3 ear, and | am going to probably be nore | enient
4 with sone of the strict rules of evidence, which of
5 course under what we call Gahamis -- you know,
6 t he evidence code doesn't necessarily apply and
7 have a |lot of -- and the Conmm ssion has a | ot of
8 | atitude about what cones in and what doesn't cone
9 in in the evidence code, and under 120 we have this
10 rel axed evidentiary standard, blah, blah. So I am
11 probably going to let a |ot of evidence in.
12 Like | said, | want to make sure that when |
13 amdone with nmy part in this proceeding, that the
14 Conmm ssi on has enough that they will be able to
15 correct whatever gross error in substance | nake.
16 MR, VWHARTON: | was just trying to avoid a
17 speaki ng objection and then | didn't get to say
18 anyt hi ng.
19 THE COURT: You will have plenty of
20 opportunities for speaking objections --
21 MR, VWHARTON: Ckay.
22 THE COURT: -- | amconvinced from past
23 practice.
24 MR. BROMN:  Your Honor, just a point, are you
25 going to require that the witness be tendered or we
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1 sinply tal k about -- | mean, they have sort of

2 gotten a way fromthat.

3 THE COURT: Yeah, | do it either way. |[If | am

4 convi nced based on the standards in 90.702 that

5 this witness has the educational -- you know,

6 educati on, experience, training, et cetera, et

7 cetera, | amwlling to accept themas an expert.

8 Al though, | would like to have an understandi ng of

9 what, other than an economic consultant, so | am

10 assune he is being offered as sone sort of an

11 econom c expert -- an expert in econom cs of sone
12 sort, if you can nake --

13 MR BROMN: | will anmplify on that.

14 THE COURT: -- give ne a tag that | can use,
15 it will help.

16 BY MR BROWWN:

17 Q As part of -- well, in terns of your

18 | experience, is part of what you do to price out, for

19 | exanple, what different contracts or different

20 | agreenents mght cost over tine?

21 A Yes.

22 Q And is that sonething that you typically do in
23 | your business?

24 A Yes.

25 Q And is that sonething that you do as an
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1| economst?

2 A Yes, although, ultimately a lot of it is just

3| mathematics.

4 Q In this particul ar case?

5 A Yes.

6 Q kay. Let's talk about Exhibit 9, and we will

7| talk about what the cal culations are that you have nade,

8 | and how you have conme up with this.

9 MR. BROWN: Can you see? Am | bl ocking?

10 MR, WHARTON:  No.

11 MR, BROMWN:  Ckay.

12 | BY MR BROMWN

13 Q Let's start at the top of this exhibit, if you
14 | could just explain what these nunbers are and where they
15 | cane from

16 A So the agreenent -- we call it the

17 | agreenment -- specifies the custoner charge per nonth is
18 | $6.93.

19 Q And when you say the custonmer charge per

20 | nonth, that represents the customer charge to -- what

21 | does that represent in terns of paynent?

22 A That woul d be the custoner charge paynent from
23| the Gty of Leesburg to South Sunter.

24 Q Ckay. And so that's per custoner per nonth?
25 A Yes.
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1 Q And then when it says annual, what is that
2 | nunber?
3 A So then | just multiply it by 12, and that
4 | gives nme $83. 16 per year.
5 Q And then when you say new custoners per year,
6| it says 2,000, where did you cone up with that?
7 A That was an assunption provided to ne, but I
8 | think the testinony has been -- | don't recall exactly
9] who -- that the plan is to add 2,000 custoners per year.
10 Q And then the third was per customer per year
11 of 200, where did that cone fronf
12 A Again, that was provided to ne. | believe, as
13| | recall, that there was nmaybe testinony nore than 200,
14 | but | used 200, a round nunber.
15 Q And then the next itemis base surcharge to
16 | The Villages 0.53988, so what is that nunber?
17 A So that is also specified in the, quote,
18 | agreenent. That's on page eight of the agreenent, and
19| it's per thermactually billed. So that would be a
20 | paynent fromthe City of Leesburg to South Sunter.
21 Q And that's per thermthat is billed by
22 | Leesburg?
23 A Per therm per custoner, yes.
24 Q Yes. And then it has the Peoples Gas rate
25| aggregate charge. Wat is that?
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1 A So that then they take -- it al so says, plus
2 | any anount the difference between The Vill ages'

3| aggregate charge less the native charge. So the

4 | aggregate charge fromthe docunents | was provided, and
5| | amnot sure whose depo this was an exhibit to, but it

6 | shows 126, 705. The native rate is shown as basically 96

7| cents.
8 Q And if | direct you in terns of this
9| docunment -- in terns of the 1.26, if | direct you for a

10 | nmonent to Exhibit 37, and if you can flip a couple of
11 | pages in Exhibit 37. |Is that the docunent that you were

12 | using to cone up wth those cal cul ati ons?

13 A Yes.

14 Q All right. Let us go back to this. The

15| native rate, | think you talked about that a second ago.
16 A That's from Exhibit 37 too.

17 Q Al right. And so what -- when you are

18 | subtracting that, why are you subtracting the native
19 | rate fromthe Peoples Gas rate?

20 A So what it says on page eight is the

21 | difference between the aggregate charge in the native
22 rate, the difference being basically 30 cents there,
23 | .30357 was, and then it says to the extent that that
24 | exceeds .25640.

25 Q Al right. So let ne stop you. This is --
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1 when it says difference, what does that represent, the
2| .303577?

3 A The difference between the aggregate charge

4| and the native rate.

5 Q And what does that represent in terns of

6 | paynent?

7 A Not hi ng until you then conpare it with .256.

8 Q kay. And what do you -- | amsorry, where --
9 A The excess over.

10 Q kay. But is the difference anmount, is that
11| being paid -- oh, | amsorry. So what's being paid to
12| The Villages is the 539.88?

13 A Yes.

14 Q kay. And then there is an additional anount
15| what is paid to The Villages, and is that the excess

16 | over 25, 6407

17 A Correct.

18 Q Wi ch, based on the information that you were
19 | provided, is what anpunt?

20 A $.04717, basically alnost five cents.

21 Q And then we have investnent per custoner, what
22 | does that represent?

23 A That was based on the testinony yesterday

24| from-- | have forgotten his nane -- the cost to Peoples
25| @Gs is 1,579.95 a custoner. | just rounded it to 1, 600.
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1 Q kay. Al right. And so now let's go across
2 | under, for exanple, year one, and go through the
3 | anal ysis.

4 So if you could just explain to the Court, as
5| we go on year one and go across, what all these

6 | charges -- or what all these cal cul ations are.

7 A Ckay. So in year one, you know, the custoner
8 | charge is $83.16 a year. There are 2,000 custoners, so
9| 2,000 tinmes $83 is 166, 320.

10 Under the colum therns, there are 2, 000

11 cust omers each using 200 therns, so that's 400, 000

12 | therns, and .53988 is paid by the Gty of Leesburg. So
13| we do that math, and | believe when we base the SSGC,
14 | it's 215, 952.

15 Q Al right. And so that include -- the base
16 | includes what, then?

17 A So the base is just a base therm charge from
18 | the City of Leesburg to SSGC.

19 Q And over here under total charge, is that the
20 | custoner charge?

21 A Correct.

22 Q All right. And so then the cunul ative is

23 | what?

24 A W don't really need that, but the cunul ative
25| colum is just going to add up the therm charge over the
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1 30 years.

2 Q I n other words, when you go the next year and

3| it's 431, you would add the 431 to the 215 to get 6477

4 A That's correct.

5 Q All right. Now, let's go to the excess

6 | charges, and again we will be on year one?

7 A Ckay, so the excess charges we have fromthe

8 | top of the page, the excess is .04717 tinmes 200 therns

9 | per custoner, tinmes 2,000 custoners. So in year one,

10 t hat gives us 18, 868.

11 Q Al right. And then when it says total to

12 SSGC, what does that represent?

13 A So we add up the custoner charge, the 166, the
14 | base therm charge, 215, and the excess charges of 18,

15 | and that gives us 401, 140.

16 Q And then it says, PGS cost. What does that

17| represent?

18 A $1,600 tines 2,000 custoners a year.

19 Q Al right. And so does this represent what it
20 | would cost if Peoples was building the infrastructure?
21 A Correct, based on the testinony we heard

22 | yesterday.

23 Q And total to SSGC woul d represent what -- does
24 | that represent what SSGC receives under the agreenent?
25 A Yes, for each year.
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1 Q And so if we go down to -- well, let's just go
2 to year two so we can see how this all works, and then

3| goto the bottom So let's go across that year two.

4 A So year two, we still have the custoner charge
5| of $83.16 a year. W now have 4,000 custoners, because

6 | the assunption is we are adding 2,000 custoners per

7| year. So 4,000 tines $83.16 is 332,640. Each custoner

8| is using 200 therns. W now have 4,000 custoners, so

9| that's 800,000 thernms. So then we nultiply 800, 000

10 times the .539, and that gives us 431, 904.

11 Then across the excess charges, twi ce as many

12 thernms, twice as nuch in excess charges, 37,737. Add it
13| all up, and | get 802,280 being paid fromthe Gty of

14 | Leesburg to SSGC in year two.

15 Q Al right. And so let us go down to --

16 THE COURT: Dr. Durham if you don't mnd, |et
17 me ask you a questi on.

18 THE W TNESS: Sure.

19 THE COURT: So you are assuming all costs on
20 this are flat for the entire 30 years?

21 THE WTNESS: Correct. Both the costs and

22 billing chart.

23 THE COURT: Everything is a flat rate for the
24 entire 30 years of the termof the contract?

25 THE WTNESS: Yeah. | didn't put any
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1 inflation in the toll, | heard some questions
2 yesterday. So there is no increase in PGS s cost,
3 but there is also no increase in the billing
4 charges. There is no increase in the excess
5 charges either.
6 THE COURT: Ckay.
7 MR, VWHARTON:  Your Honor, | amsorry, but
8 since there is a rate, give ne a signal, we got a
9 new chart, we got a new colum on this chart than
10 what we were given at deposition and a w tness who
11 said that he was not going to testify about PGS
12 costs or Leesburg costs and conpare them and
13 that's what's happening here. | nove to strike.
14 THE COURT: | think -- let nme hear fromyou on
15 Cross --
16 MR, VWHARTON: Ckay.
17 THE COURT: -- and then we will take that up.
18 MR, WHARTON: Thank you, Your Honor.
19 MR BROMN:. We will deal with it when it cones
20 up. It was provided.
21 THE COURT: We will deal with it.
22 MR BROWN: Al right.
23 BY MR BROWN:
24 Q All right. Let's go down to the total, then,
25| for what this |looks |ike on a 30-year basis.
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1 A So then you |l ook at the colum total charge,
2| it's been increasing because there are nore and nore
3| custoners. And over 30 years, the Cty of Leesburg wll
4 | pay $77,338,800 under the provision of total charges.
5 Going across to the colum base to SSGC, which
6| is the base thermcharge, they wll pay 100, 417, 680.
7| And then under the excess charges, 8,773, 620.
8 Add those all up, which is the colum total to
9 | SSGC, and we have $186, 530, 100.
10 Q And then what would the total be of Peoples
11 | cost?
12 A So $1, 600 per custoner over 30 years,
13 | 92,800, 000.
14 Q Now, let nme -- since there has been an issue
15| raised about this particular exhibit, could |I direct you
16 | to Exhibit 10? And really Exhibit 10 and -- Exhibit 10,
17| and that's two pages. Do you see that there?
18 A Actual ly, what | have is three pages. It
19 | appears to be three.
20 Q Thr ee pages.
21 A Three exhibits fromny deposition.
22 Q Ri ght. Those are the original -- are those
23 | your original deposition exhibits?
24 A Yes.
25 Q And does this Exhibit 9, does this contain al

Premier Reporting Reported by: Debbie Krick



6/25/2019 Peoples Gas Systems

Hearing proceedings before: Judge Early - Volume 3 296
1| of that information just with different col ums
2 | included?
3 A That is correct. And also, like, if you | ook
4| at Exhibit 2 to ny depo, it's entitled Potential Paynent
5| to The Villages, | changed that to say to SSGC
6 Q Al right. And | think when you -- and |
7| think on Exhibit 3 of your deposition and Exhibit 10, |
8 | think instead of saying PGS cost, did you say
9| investnent?
10 A It says investnent. |t also says that on
11 | Exhibit 2.
12 Q But is that the sane thing, just with a --
13 | sane calculations, just with a different title onit?
14 A Yeah. The very -- at the very top, it says,
15 | investnment cost 1,600, just as this exhibit says
16 | investment per custoner.
17 MR. BROMN: | would nove Exhibit 10 into
18 evi dence, Your Honor.
19 THE COURT: M. Wharton.
20 MR, MOYLE: We would object to the rel evancy,
21 but given your prior ruling.
22 MR WHARTON: | would -- we would join the
23 objection, and also say that to the extent there is
24 any change, that the prehearing order said that the
25 final exhibits were to be brought wth experts to
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1 t he deposition and things have been noved around a
2 little bit.

3 THE COURT: Al right. Just looking at it off
4 the cuff, | don't see that there is really nuch

5 surprise in the issue of the $92 nillion figure and
6 how it was derived. So | amgoing to go ahead -- |
7 have al ready received 10, | will receive Exhibit

8 11.

9 Agai n, sonebody, at sone point, wll tell ne
10 how to unravel this thing, but I amgoing to go

11 ahead and make sure that | have enough to work

12 wth. So | wll receive Exhibit 11 -- Exhibit 10
13 I n evidence.

14 (Wher eupon, PGS Exhibit No. 10 was received
15| into evidence.)

16 MR. BROWN: No further questions, Your Honor.
17 THE COURT: Al right. M. Warton.

18 CROSS EXAM NATI ON

19 | BY MR WHARTON:

20 Q Good norni ng, Doctor.

21 A Good nor ni ng.

22 Q Let ne ask you a couple of prelimnary

23 | questions.

24 Your degree is in agricultural economcs?

25 A Yes. | was in the agricultural economcs
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1| departnent at Cornell.

2 Q And 80 t
3| injury or wongful
4 A Al medi

5| would say so.
6 Q

7| recently?

Have you gone back and read your deposition

o 85 percent of your work for personal
deat h?
cal mal practice practice, yeah, |

8 A | have read it but it was a while ago.

9 Q It's a good thing, too.

10 Now, you are not sure if you have ever worked
11 for PGS, but you have been retained by TECO PGS s

12 | parent, in personal injury cases, right?

13 A Personal injury and wongful death, yes.

14 Q Right. And don't you agree that your

15| testinony is just a mathematical exercise, it's not

16 | being an expert of regulatory econom cs?

17 Yes.

18 Q Al right. Let nme ask you couple of quick

19 | ones, and that is, do you recall telling nme at your

20 | deposition that you would not be offering any expert

21| opinions or testinmony on the City or PGS s cost of

22 | providing natural gas service?

23 A Correct, and | am not.

24 Q All right. And do you recall telling nme at
25 | your deposition that you had not forned any opinion, nor
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1| would you be offering any evidence on PGS and the City
2| of Leesburg's cost of service?
3 A All | amoffering is what the agreenent says.
4| That's it. | nmean, | don't know what PGS's costs is. |
5| heard the testinony yesterday, but | have no expert
6 | opinion on that.
7 Q | understand. And let's -- nostly what | am
8| going to try to do, sir, is to just nake sure the record
9| is clear on your testinony.

10 | nean, you do have a colum up here on this
11 | chart that says PGS cost, right?

12 A Yes.

13 Q But you don't really know what those costs

14 | are, it's just a nunber were you given?

15 A It was based on the testinony we heard

16 | yesterday, 1,579.95, so | rounded it to 1,600, but

17 | that's not my expert opinion.

18 Q Al right. And you are not saying you created
19 | this denonstrative since yesterday?

20 A No. No. No.

21 Q But it was based on the testinony that you

22 | heard yesterday?

23 A Yes.

24 Q All right. Now, you have done a cal cul ation
25| for 60,000 hones over 30 years, right?
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1 A That's correct.
2 Q All right. You don't know where the area that
3| PGS says is the disputed area in this case is, do you?
4 A No.
5 Q And you don't know how many hones are there or
6| are projected to be built there, do you?
7 A | do not.
8 Q And you don't know where the area that
9 | Leesburg says is the disputed area in this case is, do
10 | you?
11 A You are correct.
12 Q And you don't know how many hones are there or
13| projected to be built there, do you?
14 A No.
15 Q So to make sure that the record is clear, your
16 | cal cul ations are not cal cul ati ons of what Leesburg wl|
17 | pay SSGC or The Villages in the disputed area?
18 A That | don't though. | have no opinion on it.
19| This is -- | was asked to assune 2,000 custoners per
20 year.
21 Q So rather, your calculations -- we will talk
22 | about your assunptions in a nonent -- are calculations
23 | of what Leesburg will pay SSGC on sonme 60, 000
24 | hypot hetical hones over 30 years in sone |ocation you
25| are not aware of; is that correct?
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1 A Correct.

2 Q All right. And you don't have any information

3| or opinions with regard to Leesburg's cost to serve

4| custoners in the disputed area, do you?

5 A No.

6 Q And you don't have -- you haven't forned any

7| opinion or will be -- nor do you intend or did you

8| intend to offer any evidence on PGS and the Gty of

9 | Leesburg's cost of service?

10 A No.

11 Q Al right. Let's talk about your assunptions.
12 Your basic assunptions were 2,000 custoners

13 | per year, 200 therns per custoner, and then you were

14 | requested to accept the cost of 1,600 per custoner as

15| the investnent, correct?

16 A That's correct.

17 Q Now, at the tinme you did your initia

18 | cal cul ations, you got all those nunmbers from M. Brown?
19 A | think | had additional information, but that
20 | was what | was asked to assune, yes.

21 Q Al right. You were asked by M. Brown?

22 A Yes.

23 Q Al right. And you agree that if any of your
24 | assunptions are wong, your calcul ations are wong?

25 A Well, the calculations are correct. | would
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1| certainly agree with you, if we change the nunber of
2| thernms to 190, then those nunbers are going to go down
3| ever so slightly; or if we changed it to 210, they are
4| going to go up ever so slightly. | would agree with
5| that.
6 Q So you woul d agree that if any of your
7 | assunptions are incorrect, then your calcul ati ons woul d
8 | change --
9 A Absol ut el y.
10 Q -- appropriately?
11 A Yes.
12 Q All right. Now, where did you get the 30
13 | years?
14 A My understanding is that -- because although
15| the agreenent doesn't say it, this results to an
16 | agreenent between the City of Wl dwood and the City of
17 | Leesburg.
18 Q Leesburg?
19 A No. |It's based on that they have to accept
20 | that WIdwood was going to grant sonething. You
21 | probably know the | egal ese now nmuch better than I.
22 Q W'll leave it at that.
23 Isn't it true that, as we sit here today, you
24 | don't know whether there is roomfor 60,000 honmes in the
25 | disputed area?
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1 A That's correct.
2 Q You don't knowif there is roomfor 40, 000?
3 A | don't know if there is roomfor one.
4 Q Ckay. | appreciate that.
5 And you didn't do any runs assum ng | ess than
6| 30 years, right?
7 A No. You can see on the -- | only did
8 | accumul ative on the base thermcharge. So you can see
9| there is a run on that, but not on the total charge.
10 Q Al right. And you didn't form any opinion,
11| and you didn't intend to offer any testinony about
12 | whether the return to The Villages is a good investnent,
13| or results in a good return or a good quantity of
14 | return, correct?
15 A That's correct.
16 Q Al'l right. | have to ask you this just
17 | because | enjoy it.
18 Isn't it true you told ne at your deposition
19 | you didn't particularly understand the purpose or scope
20 | of your testinony, or howit related to the case?
21 A Wiile | was asked to do these cal cul ati ons,
22 | and you established I amnot a regul atory econom st, so
23| | can certainly do cal culations. As you have
24 | established, this is just mathenatics.
25 Q Do you have any idea or know edge about where
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1| PGS sends its profits that it makes selling natural gas,
2| and how it distributes its revenues?

3 MR. BROMN: (bjection, Your Honor. This is
4 beyond the scope of any --

5 MR. WHARTON: That's at the heart of this

6 testinony, he did nention PGS costs.

7 THE COURT: | amgoing to sustain the

8 objection. | don't know that this is the right

9 wi tness to make that testinony.

10 MR, VWHARTON: All right.

11 | BY MR WHARTON:

12 Q Did you do a sensitivity analysis on these
13 | cal cul ations?

14 A You nean if we changed it to 1,900 or

15| sonething? No, | didn't. | nean, if you want to ask ne
16 | sone questions, | can try and hel p you.

17 Q Do you have a margin of error on this

18 | cal cul ati on?

19 A Well, sure. So the custoners, | nean, it's
20 | pretty sinple, we've got 2,000 per year. If it's

21 | 10 percent nore than that, then you can change the total
22 | charge and increase it 10 percent. So it's a straight
23 | ratio.

24 The therns, if they don't use 200, they only
25| use 190, that's 95 percent. So you would take
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1| 95 percent of 100 mllion, so there would only be
21 95 mllion.
3 Q So what you are saying is, if these
4 | assunptions are correct, you are pretty sure your
5| nunbers are correct?
6 A Correct.
7 Q Al right.
8 A The only -- so the uncertainty is the three
9| paraneters we tal ked about, and we can ratio up or down.
10 Q Ckay, your inputs?
11 A Yes.
12 Q Let's tal k about a couple of assunptions made
13 | here.
14 First of all, we talked with you in your
15 | deposition about the fact that you had assuned all
16 | custonmers would cone on January 1?
17 A Year one, yes.
18 Q In year one? What about after year one?
19 A Vell, yes. Starting year one, yes.
20 Q Al right. And perhaps that assunption m ght
21| not be reflective of reality, would you agree with that?
22 A Yeah. You could maybe take the m dpoint of
23 | the year.
24 Q W tal ked about a different couple of
25 | conventions you could use, and one was the half year

Premier Reporting Reported by: Debbie Krick



6/25/2019 Peoples Gas Systems

Hearing proceedings before: Judge Early - Volume 3 306
1| convention rather than the begi nning of the year
2| convention. Do you recall that?
3 A Yeah, that's what | just said actually.
4 Q And you believe that woul d be a reasonabl e
5| thing?
6 A Yes.
7 Q And do you agree with ne that that woul d nake
8| a $6 mllion difference?
9 A To whi ch nunber?
10 Q Well, to your conclusion, that is that the
11 | anpunt of noney going to The Villages woul d go down by
12| $6 mllion if you used the half year convention?
13 A W are doing it at 186? Yeah, | think that's
14 | about right.
15 Q Well, it sounds |ike you haven't done the
16 | exact math, but roughly?
17 Yes.
18 Q Let's tal k about anot her assunption that you
19 | made. You assune 18,868 of what you call excess charges
20 as part of the revenue stream correct?
21 A Oh, in year one? Sorry. Yes.
22 Q And then continuing into the subsequent years?
23 A Yes.
24 Q And you agreed -- so you do that every year?
25 A Yes.
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1 Q Yeah. And you agreed at your deposition --
2 well, et nme ask you.
3 Do you agree that if that rate is variable, it
4 | should be excl uded?
5 A VWhat rate is variabl e?
6 Q What you have called the excess charge, which
7 | you have included, of 18, 868.
8 A Wel |, the agreenent outlines exactly what |
9| have. |If those provisions change in sone sense, yes, |
10 | would agree with you, but --
11 Q So it's your understandi ng under the agreenent
12 | that the excess charge was 18, 868 every year w thout
13 | variation?
14 A No. It was ny understanding it was .04717
15 | cents per therm per custoner.
16 Q Wi ch, under your assunptions, cane out to
17 | 18,868 per year for 30 years w thout exception?
18 A No. In year one. |It's nore in year two.
19 Q Oh, so it goes up every year?
20 A Yeah. You can see on the third to the | ast
21| colum. | nean, the ampunt per customer doesn't go up,
22 It's just nore custoners.
23 Q VWell, et nme have you take a | ook at your
24 | deposition, if you will, sir.
25 A | don't have it wth ne.
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1 MR. BROWN:  Your Honor, again, if he wants to
2 ask a question first so we know what it is we are
3 going to tal k about --

4 MR, WHARTON: |I'mgetting a different answer
5 now than | did in the depo.

6 THE COURT: | think he asked a question, | am
7 confortable with it.

8 | BY MR VHARTON:

9 Q Take a | ook at page -- well, do you recal

10 that | took your deposition, sir, on -- or, actually, |
11| don't think | took it, but your deposition was taken on
12 | March 20th, 20197

13 A Yeah.

14 Q Does that sound about right?

15 A Thi s says February 20th, 2017, and | know t hat
16 | is absolutely not correct.

17 Q Oh, is that right? You are right, 2019.

18 A Yes.

19 Q So let's take a | ook at page 31.

20 A Ckay.

21 Q And at the bottomof 31, it says: Do you have
22 | an understanding with respect to the excess nunber wl|
23| vary over tinme? And you say at the top of page 32: |
24 | don't have an opinion about that. |Is that still your

25| testinony today?
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1 A Yes.
2 MR. BROWN:  Your Honor, for conpleteness, it
3 then says he doesn't know exactly how it's derived,
4 t he excess nunber, but then he says, you know
5 formulaically howit's derived, and he says that's
6 correct?
7 MR. WHARTON: That's fine, too. | nean, | am
8 a work in progress here.
9 THE COURT: Al right.

10 | BY MR VWHARTON:

11 Q So then there is a little discussion about it,
12 | and you give an answer on |line 12 of page 32: |If that
13| varied, and it varied such that there was no excess,

14 | then we would just get rid of Colum H, which is the

15 | excess charges?

16 A Can | read the question again?

17 Q Sure. Absolutely.

18 A That way | know what | am answeri ng.

19 Q Sure.

20 A Correct.

21 Q Ckay.

22 A Yeah, if the Peoples Gas rate changes, or the

23 | aggregate charge changes such that the difference isn't
24 .303, it's 24 cents, then there is no excess over 25

25| cents, so there would be no excess charge.
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1 Q Al right. And if, sir, | asked you to assune
2| a hypothetical that, in fact, the Cty is providing
3| service now, and that excess charge has already been
4| zero at |east once, would that change your cal cul ati ons?
5 A Well, sure. O course.

6 Q And that, too, could have about a $7 mllion
7| effect -- actual well, actually $8.7 mllion effect?
8 A 8.773, yes. | nean, if there were no excess
9 | charges, absolutely.

10 Q Let me ask you sonet hing el se about your
11 calculation, Dr. Durham and you may have to | ook at it
12 | for a while.

13 Do you agree that even if all of your

14 | calculations are correct, SSGC w ||l have a negative cash
15| flow under this agreenent until year 15?

16 A SSGC?

17 Q That's who's receiving the paynents fromthe
18| CGity.

19 Yeah, | know that.

20 Q Ckay. Sorry.

21 A | don't know what their costs are, so | don't
22 | know. | have no opi nion.

23 Q You don't know. You can't tell fromthis at
24 | what year they will have a negative return?

25 A No.
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1 MR, VWHARTON: G ve ne just one nonent, if you
2 woul d, Your Honor. | will cone back to that point.
3 THE COURT: Al right.

4 BY MR WHARTON:

5 Q I f you were asked to do simlar calculations
6| for a particular area and were given the assunptions of
7 | how many hones could actually be constructed in that

8 | area, could you have done it?

9 A Yes. | mean, it sounds like it would be just

10 | alternative math.

11 Q Did you actually get the assunption that
12 60, 000 hones woul d be built fromthe agreenent?

13 A No.

14 Q Right. Wre you able to ascertain fromthe
15 | agreenent how nuch property, or how many hones that was
16 | actually subject to the agreenent?

17 A No. The agreenent doesn't even say the term
18 | of the agreenent. That has to cone from anot her
19 | docunent, so no.

20 Q But you didn't get it from another docunent,
21| you got it fromM. Brown?

22 A The 30 years?

23 Q Yes.

24 A The City of WIdwood agreenent wth soneone,
25 yes.
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1 MR, VWHARTON: G ve ne just one nonent, if you
2 woul d, Your Honor.

3 THE COURT: Sure.

4 MR, WHARTON: That's all, Your Honor.

5 THE COURT: Ckay. M. Myle.

6 MR, MOYLE: Thank you.

7 CROSS EXAM NATI ON

8 | BY MR MOYLE:

9 Q Just in ternms of your chart, the col um that

10 is the fifth one over, the base to SSGC.

11 A Yes.

12 Q What is that?

13 A So that is 400,000 therns in year one, which
14 | would be 2,000 custonmers using 200 therns. So 400, 000
15| therns tines the base thermcharge, which is in the
16 | agreenent, of $.53988, so nultiply it out, it gives you
17 215,952 in year one.

18 Q The internal rate of return, did you calculate
19| the internal rate of return?

20 A | did sonme prelimnary cal cul ations on that,
21 yes.

22 Q And what did you determine to be an internal
23| rate of return for SSGC?

24 A Wll, | didit relative to PGS s costs, and |
25 think it was, like, 11 to 12.
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1 Q Then you also calculated it with respect to
2| the return that SSGC woul d realize?
3 A | only did it relative to the $1, 600 per
4 | custoner, as | recall, because | don't think I knew
5| SSGC s costs.
6 Q Al right. Wll, do you have your depo?
7 A | do.
8 Q On page 17 -- you renenber you and | net at
9 | your deposition, right?
10 A Ve did.
11 Q And --
12 A Hol d on, give ne a second. Page 17, okay.
13 Q You were asked a question: Do you anticipate
14 | giving any other opinions outside of what you just
15 | described? | asked that question on line 12.
16 A Yes, | see that.
17 Q And then woul d you read your answer?
18 A No, | don't think so. | |ooked at, you know,
19 | given the cash flow, what's the internal rate of return.
20 | think it was 10.7, but apart fromthat, that's not
21| even really opinion. That's just a fornmula. | don't
22 | anticipate giving any of other opinions, as | didn't
23 | give that opinion on direct.
24 Q And today, you answered with a different -- a
25| different rate; is that right?
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1 A Correct. | didn't renenber what | said.

2| nmean, | didn't prepare for that because | didn't give

3| that opinion today until you asked ne.

4 Q And with respect to the rate of return, who

5| would that be for that you calculated the 10 point --

6| the 10.7? Was that a PGS? You didn't have the PGS

7| nunbers then, right? So that was an SSGC nunber ?

8 A No. Wsat that would be, would just be a

9| straight mathematical fornula, internal rate of return
10 | given you spent 1,600 per person per year for 30 years,
11 and you have got this cash flow, 186 mllion, what is
12| that in internal rate of return.

13 It really doesn't relate to anybody, because |
14 | don't know the SSGC s cost of that, and certainly

15| Peoples Gas isn't getting that cash flow. But it was
16 | just a calculation | did, and clearly didn't express on
17 | direct.

18 Q So how nuch has to be spent? | nean, on that
19 | chart, what's the spend on that to get to that 10.6

20 | nunber?

21 A So -- and there is a slight problem which |
22 | will explainin a mnute. You spend $92.6 mllion, and
23 | you get 186 back, that would be a 10.7 internal rate of
24 | return.

25 Q And that's what you were testifying to in the
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1| deposition?

2 A When you asked ne about that, yes.

3 Q That |ast columm, the PGS cost, | thought |

4 | understood your testinony to be that that was sonethi ng
5| that you put in there, or understood to be from

6| testinony fromyesterday; is that right?

7 A So | was provided with the assunption that

8 | there would be testinony to support that. So at the

9| time | gave ny deposition, | had the $1, 600 nunber. As
10 | you are aware, we heard yesterday of 1,579.95, but | had
11 | already done the calculations at the time of ny

12 | deposition.

13 Q Right. And the cal culations don't include, |
14 | mean, testinony about appliances and things going in

15| like that, that doesn't include anything? You just took
16 | the nunber that showed up on that exhibit, right, and

17 | rounded it up for the purposes of your calcul ations?

18 A Correct.
19 Q You woul d agree that when you are projecting
20| things out, it's -- the further out in tinme you go, the

21 | harder it is to project sonething, correct, in terns of

22 vari abl es?

23 A Well, if I was doing an econom c projection, |
24| would certainly agree with you. | nean, this is really
25| just straight mathematics, as the judge asked ne. There
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1| is nogrowh in here. There is no gromh in the
2| custoner charge. There is no growh in the excess
3| charge, and there is no growth in PGS cost. It's just
4| thereis no growmh. So there is really no projections.
5| It's just straight -- this is what the agreenent said.
6 | And given the assunptions on the top, this is what it
7| means for 30 years.
8 MR, MOYLE: May | have a m nute?
9| BY MR MOYLE
10 Q So, you know, you tal ked about you didn't nmake
11 | any assunptions, or it's straight math that you did,
12 | essentially M. Brown said, could you do this math for
13| wus; is that right?
14 A Yes.
15 Q And so, for exanple, M. Warton asked you
16 | about the uptake of hones. You had originally said, oh,
17 | the honmes are going to cone in on day one, you said,
18 | that's probably not the way it actually happens in the
19| field, correct?
20 A Yes.
21 Q And a simlar issue with respect to the
22 thernms, | nean, the therns is the big driver in this, is
23| it not?
24 A Well, yeah. [It's 100 mllion out of 186 --
25| well, with the excess charge, it's $108 mllion out of
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1 186, yes.
2 Q And so if | ama new custoner comng in, al
3| ny therns, they are going to take sone tine. There is a
4| while where | amgoing to -- if | buy the house and I am
5| not noved in yet, nmy therns are going to be | ow, and
6| then as | nove in, they will go up. There is no
7| variability with respect to sonething |ike that,
8| correct?
9 A Correct.
10 Q And you read the agreenent?
11 A Yes.
12 Q The whol e agreenent ?
13 A Yes, several tines.
14 Q There was di scussi on yesterday about the PGS
15| wi tness put that nunber up on 17, you rounded it to
16 | 1,600, but that was all capital costs, was it not,
17 | largely?
18 A Kindly, | couldn't really see fromthe back,
19 | but that appeared to be, yes.
20 Q Right. And the calculation -- based on
21 | calculations in which you heard and you are readi ng an
22 agreenent, that the revenue flow that you have here, |
23 | nean, none of that -- that's all kind of cost of capital
24 | stuff, is it not?
25 A | amsorry, | don't know what you are talking
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1| about. | nmean -- no. | nmean, the only thing related to
2| PGSis the far right colum. Everything else is based
3| on the agreenent. It doesn't have anything to do with

4| the testinony yesterday.

5 MR, MOYLE: Okay. All right. Thanks for your
6 tinme.

7 THE COURT: M. Brown.

8 REDI RECT EXAM NATI ON

9 BY MR BROM:

10 Q Just a coupl e of quick things.

11 First of all, since M. Myle asked about the
12 rate of return, to put sone context in that, what is the
13| CGty's bond rate at this point, roughly?

14 A | don't have -- back when | did ny analysis, |
15| think it was about three, three-and-a-half.

16 Q So in other words, if the Gty were to borrow

17 | noney by bonds, would they be able to obtain it at that

18 | rate?

19 MR, VWHARTON: Cbjection, it's outside the
20 scope of cross.

21 MR. BROWN: He opened the door, Your Honor
22 THE COURT: | think we got into alittle bit
23 on rate of return, and I amnot sure what's in or
24 out on that, although, it seenmed to be nore of a
25 mat hematical calculation at that tinme, but | wll
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1 allowa little bit.
2 MR BROMN: That's the |ast question.
3 THE COURT: Ckay.
4 THE WTNESS: At the tinme, right before ny
5 deposition, when | | ooked at Gty of Leesburg bond
6 yields, the yield -- their bonds were yielding
7 about three-and-a-half. Now, whether they -- how
8 much and at what rate they could rai se additional
9 noney, | don't have an opinion on that.
10 BY MR BROM:
11 Q Al right. Now, if we go over to the chart
12| for a nonent, and we say that it's only going to be 10
13 | years worth of hones, just conceptually, if we say 10
14 | years worth of hones, then the PGS cost on the | ast
15| colum only goes for 10 years, correct?
16 MR. WHARTON: (Obj ection, outside the scope.
17 THE COURT: Overrul ed.
18 THE WTNESS: Yeah, | guess. | nean, | am not
19 sure why we would want to go 10 years.
20 BY MR BROM:
21 Q Well, just hypothetically, if we only go 10
22 years, and say we will be building 20,000 hones, okay,
23| that's what | neant -- | nean, you were asked sone
24 | questions along that line. The colum over here for
25 | what Peoples is paying, would that stop at the 10-year
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1| mark?
2 A Correct.
3 Q Wul d the paynents pursuant to the agreenent
4 | keep going?
5 A Yes.
6 Q So in other words, if, at the 10-year mark,
7| the total custonmer charge is $1, 496,880, would that
8 | amount keep being paid for the next 20 years?
9 MR, VWHARTON: (bj ection, |eading.
10 THE W TNESS: Actually --
11 THE COURT: Overrul ed.
12 THE WTNESS. -- you msread it. 10 years is
13 1, 663, 000.
14 BY MR BROWWN:
15 Q Oh, | amsorry, okay. Wuld that paynent
16 | continue being nmade for the next 10 years -- 20 years?
17 A Yes.
18 Q And the sane thing, if we tal k about the base
19 | paynent off the base nunber of therns, let ne make sure
20 | have got that right, so that would be $2, 159, 5207
21 A Yes.
22 Q Wul d that paynent continue being made for the
23 | next 20 years?
24 A Yes.
25 Q And if there were accunul ative charge --
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1 that's the cunul ati ve.
2 If there were excess charges at $188, 680,
3| would that charge continue being nade for the next 20

4| years?

5 A Yes.

6 MR. BROMN: That's all | have. Thank you.

7 THE COURT: Al right. Doctor, thank you.

8 THE W TNESS: Thank you.

9 (Wtness excused.)

10 THE COURT: Al right. So it's ten o' clock,
11 let's take five mnutes. Does that give everybody
12 enough tine to get settled? Take five mnutes and
13 cone back.

14 (Brief recess.)

15 THE COURT: Bring on your next w tness.

16 MR. BROMWN: | call Brent Cal dwell.

17 THE COURT: Good norning. Can | have you

18 rai se your right hand, please?

19 | \Wher eupon,

20 JAMVES BRENT CALDWELL

21| was called as a witness, having been first duly sworn to
22 speak the truth, the whole truth, and nothing but the

23 | truth, was exam ned and testified as foll ows:

24 THE COURT: And your full nane, please.

25 THE W TNESS: Janes Brent Cal dwel |

Premier Reporting Reported by: Debbie Krick



6/25/2019 Peoples Gas Systems

Hearing proceedings before: Judge Early - Volume 3 322
1 THE COURT: Al right. Please be seated.
2 DI RECT EXAM NATI ON
3 BY MR BROWN:
4 Q Before we get started, | amgo to ask you to
5| put the m crophone close enough to where it's
6| confortable and we will be able to hear you.
7 A Does that sound about right?
8 Q Maybe raise it up slightly, I think we wl|l
9 | hear better.
10 A Is that better?
11 Q That is better. Thank you.
12 Al right. Could you state your nane for the
13 | record, please?
14 A James Brent Cal dwel | .
15 Q And, sir, could you give the Court the history
16 | of your educational background?
17 A El ectrical Engineer from Georgia Tech, and a
18 | Master's degree in engineering fromthe University of
19 | South Florida.
20 Q And when did you receive those?
21 A *85 and ' 87.
22 Q And could you tell the Court your enploynent
23 | history with Peoples Gas, or Tanpa Electric?
24 A Sure. | started at Tanpa Electric in 1994. |
25| was there for three years in the regulatory area. | was
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1| part of the teamthat | ooked at the acquisition of

2 | Peoples Gas.

3 After the acquisition, | had the opportunity

4| to join Peoples Gas in the regulatory area, which is

5| also conbined with the gas supply area at the sane tine.

6| So | spent a nunber of years at Peoples Gas in

7| requlatory, gas supply, hel ped devel op the

8 | transportation prograns.

9 Q Do you need sonme water? | can get you sone

10 | water. Let ne do that.

11 A Thank you.

12 The transportation prograns where commerci al
13 | custoners, industrial custoners can choose a supply from
14 | different entity than a utility. | also worked in the
15 | unregul ated gas marketing conpany cal |l ed TECO Gas

16 | Services for a year. That conpany was sold in 2003, and
17 | | canme back to Tanpa El ectric, Peoples Gas, conbined

18 | fuels group, where | ran the transportati on prograns and
19 | ultimately, now |l amw th Tanpa Electric in the research
20 | planni ng area.

21 Q And what do you do in the research planning

22 | area?

23 MR. VWHARTON:  Your Honor, while the witness is
24 thinking -- you know, | amold as dirt, | have

25 never seen fact w tnesses give their resunes and
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1 their experience. W are cutting a funny line

2 here. | don't have -- | w thdraw whatever it was |

3 j ust nmade.

4 THE COURT: It doesn't hurt for me to know

5 even a fact w tness' background, unless they are

6 here just to tell ne what color the |ight was at

7 the intersection.

8 MR, VWHARTON:  All right.

9 THE WTNESS: | was with Peoples Gas in here
10 and Tanpa El ectric, the planning is all about how
11 much resource do you need to neet custoner needs in
12 the future. It may be pipeline capacity. It may
13 be gas supply. It may be coal. It nay be power
14 generation, the concepts are the sane.

15 BY MR BROWWN:

16 Q Al right. Let's talk alittle bit of an

17 | overview on the world of gas supply if we coul d.

18 Wen we tal k about purchasing gas, what are we
19 | tal king about?

20 A Commonly, it refers to the nol ecul es of

21| commodity, the gas itself. That's generally produced in
22 the Gul f Coast of -- @ulf of Mexico, Texas, Al abanm,

23 | maybe as far north as Pennsylvania. So that's the gas
24 | piece of the business, the nol ecul es.

25 Q And so how is that typically purchased by
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1| Peoples Gas?

2 A We have a nunber of enabling agreenents, 130

3| or nore enabling agreenents with counter-parties that

4| sell natural gas commodity, and on a forward and a daily
5| basis, we are contacting many of those and arranging for
6| gas supply to be delivered to the state.

7 Q Al right. And let's talk about, then, the

8 | pipeline aspect of gas supply. Could you explain that

9| to the Court?

10 A Yes. As | nentioned, the gas supply is coning
11| fromfar away but has to get delivered to Florida and to
12 | the place where it's going to be used. The interstate
13| pipelines are the primary nmeans of transporting that gas
14 | from Texas to Florida, and you contract for that

15| pipeline capacity on a long-tinme forward basis.

16 Q So are you paying for the gas itself?

17 A To those third-parties, the of supply gas,
18 yes.

19 Q And you are al so having to pay for pipeline

20 | capacity?

21 A Yes.

22 Q And are those the two mai n conponents of what
23| it costs the utility to get gas?

24 A It is.

25 Q And are those also the two nai n conponents
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1| about the availability of gas?

2 A Yes.

3 Q All right. So in other words -- kind of give

4| the overview on that. You have to have gas, and you

5| have to have pipeline capacity to get it there?

6 A That's correct. The nolecules don't do you

7 | any good in Texas. You have to get themto the city

8| gate of the utility, so it can be redelivered to the

9 | custoner.

10 Q And how is that typically acconplished from
11| the -- how does it typically get fromthe transm ssion
12 line to the LDC, or local distribution conpany, such as
13 | Peopl es Gas?

14 A VWll, that's the firm pipeline capacity that
15| you contract for frequently, as far as 30 years in the
16 | future, and you reserve space in that pipe, so that on a
17 | daily basis, you schedule the gas that you purchase to
18 | flow on that pipe.

19 Q Al right.

20 A So that space, you pay for it every day

21 | whether you use it or not.

22 Q And then does that -- how does that gas get
23 | entered into the Peoples Gas System off the pipeline?
24 A There are points of interconnection between
25| the interstate pipelines and the |ocal distribution
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1| conpanies. |It's called gate stations. And that's where
2| the control of that gas changes hands at those gate
3| stations.

4 Q And so in layman's terns, when we tal k about a
5| point of interconnection, in other words, there is a

6| pipe run from Peoples Gas, for exanple, into the

7| transmssion line, and there is a station that transfers
8 | the gas to the Peopl es' gas pipeline?

9 A Correct. Typically it's changing the

10 | pressure. Those interstate pipelines are operating at
11 | pressures in the neighborhood of 1,000 pounds, and the
12 | ocal distribution is between 200 and, you know, a

13 | quarter pound.

14 Q Al right. Gve the Court an overview of the
15| Peoples Gas Systemover all in terns of supply, and in
16 | terns of pipeline capacity.

17 A Peopl es Gas has in the nei ghborhood of

18 | 600, 000, 700,000 custoners spread across the state.

19 | Those custoners can consune anywhere between 400,000 to
20 | 7100, 000 decat hernms, MMBTU, of gas in a day. |It's going
21 to vary based on season, based on tenperature, and

22 t hose -- we have divisions across the state, about 14

23 | divisions, Ccala being one of those, we have interstate
24 | pipeline capacity to deliver that gas to those

25 | divisions.
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1 In the winter, about 600,000 decat herns a day
2| of capacity. In the summer about 400, 000 decat her ns.
3 Q And how nmuch capacity does Peopl es have over
4| all, pipeline capacity?
5 A That's the 600,000 decatherns in the wi nter

6 | and 450, 000 decatherns in the sunmer.
7 Q And when you get capacity, do you have to have
8 | an amount kind of over and above what you expect you are

9| going to be using?

10 A CGeneral ly, yes.
11 Q And why - -
12 A You want to be able to serve on that peak day.

13 | You want to have enough gas capacity to get the gas to
14 | the custoners on those peak |ines.

15 Q Al right. Describe if you wll, what the

16 | sources are, what the pipelines are from which Peopl es
17 | Gas receives gas.

18 A The majority of Peoples' pipeline capacity is
19| on Florida Gas Transm ssion, often referred to as FGI.
20 | That is the bulk of the pipeline capacity. For Peoples,
21 it's anywhere in the nei ghborhood of, let's say, 400,000
22 | decat herns.

23 Then we al so have capacity on Gulf Stream

24| Pipeline. That's the pipe that actually cones from

25 | Alabama on the bottomof the Gulf of Mexico and conmes up
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1| in Port Manatee. And that feeds Peoples Gas about
2 50, 000 decat hernms, or MVBTUs a day. Those are the sane
3| quantity. And then another 50 to 100,000 of capacity in
4 | decatherns for SONAT that conmes into the Jacksonville
5| area.
6 THE COURT: What's the sane of that one?
7 THE W TNESS: SONAT, S-O-N-A-T, stands for
8 sout hern natural .
9 THE COURT: Got you.
10 BY MR BROWN:
11 Q Now, let's talk about the Ccala Division for a
12| mnute. Do you know how many custoners there are on
13| that?
14 A For the Peoples Gas?
15 Q Yes, roughly.
16 A About 25,000, | believe.
17 Q Al'l right. And how nmany gate stations are
18 | there in the Ccala D vision?
19 A | medi ately in the Ccala area, three gate
20 | stations.
21 Q Al right. And so -- and those are tied into
22 | what particular |ine?
23 A Those are all Florida Gas Transm ssion gate
24 | stations.
25 Q Does Peopl es have the ability to get gas to
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1| Ccala fromother pipelines and from ot her sources?

2 A I ndirectly, yes.
3 Q Coul d you explain that to the Court?
4 A Because of Peopl es' gas' connection for

5| multiple pipelines, we can bring gas fromon a Gl f

6| Stream Pipeline into Tanpa, and then use capacity that

7| goes to Tanpa to be used in Ccala, or we can bring the

8 | gas into Jacksonville and use the gas, the FGT gas in

9 | Jacksonville in Ccala. So your -- the nolecules aren't
10 | getting to Ocala, but you are using the pipelines to

11 | enhance your ability to get gas to Ccal a.

12 Q All right. And what are Section 11 rights?

13 A That's a right that's in the Florida Gas

14 | Transmssion tariff, and it is available to any

15| simlarly situated custoner of FGI, but you have to have
16 | nultiple divisions under the same contract. So you have
17| one entity contracting with nultiple delivery points on
18 | FGI, and that's what gives us the right to take that

19 | type of capacity, the delivery point for FGI contract,
20 and deliver to Ccala; and in Ccala, it has the sane

21| rights as it would have been if it was delivered to

22 Tanpa.

23 Q And is that a way that Peoples can get gas to
24 | areas that have an increase in demand?

25 A Yes.
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1 Q And is that a way that Peoples can get gas to

2| those areas wth increased demand wi thout having to

3| build new infrastructure?

4 A Correct.

5 Q | want you to assune that there is going to be
6 | somewhere between 10,000 and 15, 000 houses in The

7| Villages devel opnent over the next 10 to 15 years. And

8| let me put up a map so we are a little nore clear about

9| what we are tal king about.

10 And so what | want you to assune is that there
11 is going to be somewhere 10,000 to 15,000 custoners

12 maybe in that area, this area, over the next 10 to 15

13 | years?

14 MR, VWHARTON: Can we identify that map, Andy?
15 THE COURT: It's Petitioner's 6.

16 MR. BROMN: [I'msorry, yes. Thank you.

17 MR. MOYLE: It wasn't really clear either when
18 he said this area, he pointed about four or five

19 t hi ngs.

20 THE COURT: For the record.

21 MR. BROMWN: Sure, | understand.

22 THE COURT: | saw it, but the Conm ssion

23 didn't.

24 | BY MR BROM

25 Q Al right. If we are |looking on this map, see
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1| these red areas here --
2 A Yes.
3 Q -- those devel opnents on Exhibit 6, and in
4| this shaded area here, do you see that?
5 A Yes.
6 Q And | want you to assune that these are al
7| areas of either current construction in the red, or
8 | future planned construction in the shaded areas. And |
9| want you to assune that there is going be to 10,000 to
10 15, 000 hones there in the next 10 to 15 years. Wuld
11 | Peopl es have any probl em supplying gas for these
12 | devel opnents based on its existing sources of supply?
13 A Not at all.
14 Q Wuld it have any difficulty serving those
15 | areas based on Peopl es' existing pipeline capacity?
16 A Not at all.
17 Q Now, let's talk a little bit -- before | do
18 | that, let nme ask you about a couple of concepts in the
19 | world of gas.
20 So what is interruptible service?
21 A On an interstate pipeline -- may | describe
22 | all the types of services so we can get it kind of
23| clear?
24 Q Sure. By all nmeans. | amoften not clear.
25 | Please do that.
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1 A The primary firmis the nornal pipeline
2| capacity concept. That's when you paid for that space
3| inthe pipe for a long tine, say 30 years. That primary
4| firms neans if you use that space in the pipe to deliver
5| gas on that date, it is the highest priority, it cannot
6 | get bunped by anyone else. So that's primary firm
7| pipeline capacity, and that's what utilities typically
8 | use to serve their custonmers, because it has to be
9| there.
10 THE COURT: Primary?
11 THE WTNESS: Primary firm
12 THE COURT: Firm oh, okay.
13 THE WTNESS: Firm yeah, F-I-RM firm
14 You asked about interruptible, and then there
15 are two different types of interruptible service.
16 You can go to the interstate pipelines on a daily
17 basis and say, you will sell nme interruptible
18 service for this date? They will charge you a
19 price. And as long as the pipeline can flow at
20 that date, it will flow, but if other people ask
21 for interruptible service on that date, you may not
22 get as nmuch as you thought you were going to get.
23 If there is space of 100, two people ask for 100,
24 then you are only going to get half of it and the
25 ot her person is going to get half of it. That's
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1 interrupti ble service on a pipe pipeline.
2 And then there is alternate firm That is,
3 Fl ori da Power & Light holds a ot of interstate
4 pi peline capacity. W can ask themto use their
5 pi pel ine capacity to deliver gas to Ccala. It's
6 alternate firm it has lower priority and | ower
7 rights than primary firm capacity being delivered
8 to Ccala, but that is also interruptible capacity
9 on the pipeline.

10 | BY MR BROM:

11 Q And is there also interruptible capacity to
12 | industrial custoners wthin the Peoples systenf
13 A Simlar to the interstate pipeline capacity,

14 | there is firmservice and there is interruptible service
15| on the LDC, there is also firmservice and interruptible
16 | service.

17 Q And how can Peopl es use those interruptible

18 | services both on the pipeline and both to custoners to
19| help increase its gas supply -- to increase its gas

20 | supply that's avail able for custoners and residents?

21 A | f, for whatever reason, an extrene condition
22 | exists where pipeline capacity and gas supply is being
23 limted into the state, through the retail tariff,

24 | Peoples Gas has a right to require sone of its

25| interruptible custoners to nmake their gas avail able for
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1| the utility use for residential custoners. |It's

2 Interrupti ble service, it's not used very often, but as

3| atool, it is there.

4 Q All right. And is that a way that Peoples

5| can, in essence, increase its gas supply?

6 A Yes.

7 Q Al right. Now, let's talk about

8 | transportation service, if we could, nore on the retai

91| level.

10 What is transportation service?

11 A | mentioned the 600,000 or so | oad, 600, 000
12 | MVBTUs of |oad. Peoples Gas is not buying all of that
13| commodity. Peoples Gas is buying, say, 30,000 of that,
14 | and through transportation service, the rest of the gas
15| is being bought and delivered to custoners.

16 Transportation service neans certain

17 | comrercial and industrial custonmers have the right to
18 | pick their gas supplier sonmeone other than Peoples. And
19| so they will go to, you know, Joe's Gas Conpany. They
20| will go to Joe's Gas Conpany, nmke an arrangenment with
21| themto buy a comobdity from Joe, and then use Peopl es
22 | transportation on the pipeline to get it to Peoples.

23 Q So is what is happening in that circunstance
24 | that the only Peoples charge is for the use of the

25| pipeline to transport the gas that's been bought by
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1| Joe's to the customner?

2 A Correct.

3 Q And is that a way that custoners can save

4| noney on their industrial users, or |arge conmmerci al

5| users can reduce the cost of gas?

6 A | won't say necessarily reducing their cost of

7| gas. They may be. Mre so | believe they |ike buying

8| fromthat entity because they can scope the purchase the

9| way that works for them They can set a fixed price.

10 | They can set a cap. They can lock it in for two years
11 | or maybe go to spot market and pay for that price every
12 | day.

13 For the utility, we have the purchase gas

14 | adjustnent regul ated cost of gas, you know, that price
15| is going to be what it's going to be. They can control
16 | their price when they go to Joe's Gas Servi ce.

17 Q Al'l right.

18 A And the vast majority of Peoples' commerci al
19 | and industrial custoners use transport service.

20 Q Al right. Let us now tal k about the Saba

21| Trail pipeline. There has been sone talk about it,

22| there is going to be nore talk about it as we go on in
23| this, but let's talk about it in general. Can you see
24| it on this map? If not, | can direct you to Exhibit 6.
25 A It's the black and yell ow dashed |ine running
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1| diagonally through there.

2 Q Al right. |If we say diagonally through

3| there, it's kind of comng up fromthe south, it's

4| comng up on the Sunter/Lake County |ine?

5 A Yes.

6 Q And then it kind of curves off to the

7| northwest along the Florida Turnpike?

8 A Yes.

9 Q And then it jogs along 468, and then turns

10 | north back to the Florida Turnpike?

11 A | see it, yes.

12 Q Ckay. | amjust doing this for the record so
13| we have it identified on here. | know you and | are

14 | looking at it. It's kind of awkward, but we are doi ng

15| this for the record purposes.
16 And then it continues on generally the

17 | northwest on up off of this map. Do you see that there?

18 A | do.
19 Q kay. What is the Sabal Trail pipeline?
20 A That is the nost recent interstate pipeline

21| built into the state of Florida, built primarily to

22 | serve Florida Power & Light. It conmes off of Transco --
23 | that's another, T-RA-N-S-C O Transco,

24 | transcontinental -- another pipeline that runs fromthe

25| Qulf Coast up to New York.
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1 It cones off of that pipe, runs southeast out
2 of Al abama through Georgia, into Florida, down to South
3| Florida where it interconnects wi th southeast connector
4| and directly to Florida Power & Light's plants.

5 Q And where is that gas fronf

6 A Well, nost of it is comng fromthe Marcellus
7| Shale, which is up in Pennsylvania, Onhio, that area.

8 Q Al right.

9 A Now, there is also gas comng fromthe

10 sout hwest fromthe Qulf Coast. At that area, you are
11 | getting gas fromboth directions.

12 Q All right. And does Peoples have a tap at
13| this point on the Sabal Trail |ine?

14 A When the Sabal Trail pipe was being built,
15 | Peoples contracted to have Sabal Trail build a tap and
16 | opening in the pipe in the Ccala Division. So we have
17 | access to it, we have not built additional equipnent to
18 | pull the gas off of it.

19 Q Al right. Does Peoples need the Sabal Trai
20| line in order to serve these devel opnents that are

21 | depicted on this map?

22 A We do not.

23 Q Al right. Wuat is the primary reason that
24 | Peoples would tap into the Sabal Trail |ine?

25 A Vell, the Sabal Trail line, if we ultimately
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1| pull gas fromthere, it inproves the diversification of
2| gas supply, nentioning Marcellus gas com ng from
3| Pennsylvania. It allows us to use that flexibility in
4| Section 11 rights. W can pull the gas off Sabal Trail
5| into Ccala and use that Ccala capacity in Panama City,

6 | Jacksonville, Olando, other l|ocations. And should

7 | sonething happen to an FGI pipe, you got the Sabal Trail
8 | as a backup.

9 Q Okay. Are you aware what the transportation
10 | costs are on the Sabal Trail |ine?

11 A Rel ative to other pipes in the state, it is

12 | expensi ve.

13 Q Roughly what is it?

14 A Roughly it depends on what rights you pay for,
15 | between $1.15 and $1. 90.

16 Q And what is Peoples' overall rate of

17 | transportation on its overall systenf

18 A 60 to 65 cents, so about a third.

19 Q Even if Peoples tapped into the Sabal Trai

20| line, would that have any significant inpact on the

21 | transportation rates for Peoples Gas given that it has a
22 | 600,000 MMVMBTU capacity in its systenf

23 MR, WHARTON: (bjection, calls for an opinion.
24 THE COURT: Calls for? Can you repeat that

25 question?
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1 (Wher eupon, the court reporter read the
2 requested portion of the record.)
3 THE COURT: | don't think that really calls
4 for expertise. That seens nore nmathematics at this
5 point, so |l will overrule it.
6 You can answer.
7 THE WTNESS: It would not raise the overal
8 rate very nmuch. The 600, 000 decat herns at roughly
9 60 to 65 cents, you add, say, 10,000 or 20,000 at
10 $1.50, the weighting of that 20,000 over 600,000 is
11 going to be very small, so it just raised the 65
12 cents rate a snmall anount.
13 BY MR BROWN:
14 Q Let's talk a little bit about the Leesburg
15| system Do you know generally what the Leesburg
16 | capacity is at its gate stations?
17 A CGeneral ly, yes.
18 Q How nuch is that?
19 A I n the nei ghborhood of 8,300 total MVBTUs
20 | delivering for the gate.
21 Q And i f we assune another 10,000 to 15, 000
22 | homes com ng on-line for Leesburg, do you have sone
23 | estimate as to what the -- well, do you have an estimte
24 | about what the additional capacity would be for those?
25 A For 14,000 hones --
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1 MR, MOYLE: Your Honor, at this point, he has
2 not been identified as an expert.

3 THE COURT: | don't think this is expertise.

4 I think this is factual information. | think you
5 can explore it on cross.

6 THE WTNESS: So you use 14,000 honmes at about
7 235 therns a year of consunption, you need over

8 2,000 decatherns MMBTUs of capacity to serve that

9 | oad. There is additional |oad probably com ng

10 fromcommercial custonmers, so it would actually be
11 nore than just that 2,000.

12 BY MR BROMN

13 Q Do you expect that it wll becone nore

14 | difficult over time, in your experience, to tie into the
15| Sabal Trail line? Let ne ask it this -- let ne ask a
16 | predicate question.

17 Are you -- is there untapped capacity

18 | available on the Sabal Trail line at this point?

19 A There i s probably about 100,000 of -- 100, 000
20 | MMVBTUs of capacity avail able on Sabal Trail at this

21| tine.

22 Q And in your job duty, are you involved in kind
23 | of keeping track of what gas sources are avail able for
24 | Peoples Gas?

25 A | am
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1 Q And so do you have a general understandi ng of
2| how quickly capacity on pipelines is being purchased?

3 A Yes.

4 Q And in general, describe what's been goi ng on
5| with the Sabal Trail pipeline in terns of how fast

6 | capacity has been getting used.

7 A Wel |, the pipe becane operational a year, two
8 | years ago, and it is pretty nmuch full now. The nost

9| recent additional |oad was Duke's Citrus plant, and they
10 t ook 300, 000 decat hernms, MMBTUs of capacity out of the
11 | 800, 000 space on the pipe. So when you build a |arge
12 | natural gas conbined cycle electric utilities in the

13| state, that will easily consune 100, 000, or nuch nore
14 | than that, of capacity that m ght be avail able in Saba
15| Trail.

16 Q And if people who need gas need to get it from
17 | Sabal Trail -- well, let nme ask you -- do you expect

18 | that capacity to be used up in the not too distant

19 | future?

20 A Yes.

21 Q And when we tal k about the not too distant

22 future, give the Court an estimate of what that

23 | timefranme woul d be.

24 A By '21 -- 2021

25 Q Al right. Do you have any experience with
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1| what happens to the costs of getting on a pipeline as it
2| gets closer to capacity?

3 A |"mstruggling a little bit wth what you are
4| asking. What | do know is once the pipes are fully

5| subscribed, you cannot get any nore primary firm

6| capacity fromthat pipeline. For there to be nore firm
7| primary firm pipeline capacity, the pipe has to expand,
8| and that's usually a very expensive, very |long process.
9| And those expansions in the order of magnitude of

10 | 500,000 to a mllion MVBTUs of capacity, they are driven
11| by an electric utility like Florida Power & Light, or

12 | Duke, saying, | amgoing to build this big plant and |
13| got to get gas to it.

14 Peopl es is probably too small to get a

15 | pipeline expanded. It takes the electric utilities, and
16 | you have to strike when the opportunity is there.

17 Q Al'l right. Let's talk about the costs

18 | generally associated with tapping into Sabal Trail. You
19 | nmentioned earlier sonething about that Peoples has

20 | already got the right to tie into the system Cenerally
21 | explain that concept to the Court.

22 A W tal ked about the gate station earlier.

23| That's the transfer point both physically and

24 | contractually control the gas.

25 Typically, the pipe is 30 inches in dianeter,

Premier Reporting Reported by: Debbie Krick



6/25/2019 Peoples Gas Systems

Hearing proceedings before: Judge Early - Volume 3 344
1| an inch in thickness, operating at 1,000 pounds of
2| pressure. So when an LDC or electric utility wants to
3| take gas off that, you have to cut a whole in that pipe,
4] weld a flange to it, additional piping, bring it upto a
5| requlator station, valving, all sorts of different
6 | pieces of equipnent to be able to safely take that
7| 1,000-pound gas off the interstate pipeline and transfer
8| it tothe |low pressure at the LDC. It takes a | ot of
9| stuff.
10 Q So is there initially a charge to just for the
11| right totie into the systen?
12 A There generally is.
13 Q kay. And then is there -- what's the next
14 | thing that has to a happen -- you nentioned a gate
15| station, one has to construct that?
16 A Ri ght .
17 Q Okay. Do you have an idea of the range in
18 | costs in general to build a gate station?
19 A It certainly varies depending on the size of
20 | the gate station, but building a gate station is border
21| magnitude a mllion or two mllion type dollars.
22 Q And then what is a --
23 MR, MOYLE: | amsorry, could he -- he said
24 one mllion or two mllion? | amsorry.
25 THE COURT: He said one or two.
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1 THE WTNESS: One or two million dollars.
2 BY MR BROWN
3 Q And what is a reservation fee?
4 A That's when you pay for that pipeline capacity
5| having the right to nove gas on the pipe.
6 Q And then you have to pay on a per therm basis,
7| or per decatherns basis, | guess it is -- explain to the
8 | Court how you have to pay at that point?
9 A For transportation?
10 Q For transportation?
11 A | think | nentioned this before. You pay the
12 | reservation charge that you pay whether you use gas or
13| not. That's the bulk of the cost of transportation on
14 | the interstate pipelines. There are additional charges,
15| which is what's called the usage charge, which is
16 | usually pretty small. But for every thermthat goes
17 | through the pipe, you pay a little bit for that, for
18 | every MVBTU that goes through to the pipe.
19 And then you al so give the pipe sone gas. |If
20 | you need 100 decatherns delivered to Ccala, then you put
21| 103 decatherns in the pipe at the input, and they use
22 | those three therns to power the conpressors and the kind
23 | of cost of noving the gas from Texas to Fl orida.
24 Q Now, if you get firmecapacity on a line |ike
25| Sabal Trail, do you have to nake the paynents whet her or
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1| not you are actually taking the gas off?
2 A Yes. The reservation charge you pay for
3 | whether you use the capacity or not.
4 Q In other words, if you reserve 2,000
5| decatherns or MVBTU, or they m ght be the sane?
6 A They are the sane.
7 Q Okay. Different people have used different
8| ternms, and it gets nme crossed up in tine.
9 A | think I have used all of them yes.
10 Q kay. |If you reserve 2,000 MVBTU or
11 | decatherns on a pipeline, are you paying for it whether
12 | or not you take off the 2,000 therns per day?
13 A Yes.
14 Q And do you generally have to reserve nore
15 | capacity than you actually need?
16 A You need to reserve capacity to neet your peak
17 | need. So you need it, but on a daily basis, you are not
18 | using all of it.
19 Q But you are paying for it?
20 A You are paying for it, yes.
21 VR, BROMN: Let nme have a nonent, Your Honor
22 THE COURT: Sure.
23 MR BROWN: | have no further questions, Your
24 Honor .
25 THE COURT: M. Wharton.
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1 CROSS EXAM NATI ON
2 BY MR WHARTON:
3 Q Good norning, M. Caldwell.
4 A Good nor ni ng.
5 Q Isn't it true that you |l earned what you know
6 | about the capacity of Leesburg at the two gates you
7| testified about by spending two m nutes | ooking at a
8 | website?
9 A Right. The FGT electronic bulletin board
10 | shows the capacity available by |ocation.
11 Q And isn't it true that you don't have any
12 | facts to support that the areas that M. Brown showed
13 | you on the map woul d accommodate 14, 000 hones?
14 A | saw that in the petition, that it was
15 | planned for it.
16 Q In the PGS petition?
17 A Ri ght .
18 Q So that's the source of your fact?
19 A Wll, | believe it's also in the notes from
20 | the City Comm ssion neeting.
21 Q You believe it is or you knowit is -- that
22 | those particular areas are in the notes fromthe Cty
23 | Conm ssion neeting has the capacity of 14,0007?
24 A Those exact areas, | don't know that.
25 Q Al right. If, in fact, the capacity for
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1| gromh in those areas is about 4,000, wuld that change
2| your calculations, factual calculations that you nade
3| today?

4 A It would take about a quarter of the capacity
5| to serve 4,000 hones as it would to serve 16, 000 hones.
6 Q Al right.

7 A You still would have commerci al | oad,

8 | additional |oad beyond those hones, though.

9 Q Vell, now, isn't it true that you said that
10 | you really don't know what Leesburg uses on a daily

11 | basis, you said that in your deposition?

12 A Yes.

13 Q And isn't it true that you don't know the | oad
14 | on Leesburg's natural gas systenf

15 A That's correct.

16 Q And you don't know how Leesburg goes about

17 | procuring its natural gas?

18 A | know it uses Florida Gas Uilities, and |
19 | assune that it procures natural gas |ike everyone in the
20 | industry. There is the trading period every day where
21 | you buy and schedul e the gas for the next day.

22 Q And have you -- that's an assunption, though?
23 A It's the way the industry works.

24 Q Well, have you reviewed your deposition

25| lately?
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1 A Yes.
2 Q Do you recall telling ne in the deposition

3| that you didn't know how Leesburg goes about procuring

4] its natural gas?

5 MR. BROWN:  Your Honor, that's inproper

6 I npeachnment. | nean, if he wants to ask a question
7 and if he gets a different --

8 THE COURT: | think he asked him a question.

9 I will et himgo with it. Go ahead.

10 | BY MS. WASHI NGTON:
11 Q Do you recall that?
12 A | do not know exactly how Leesburg procures

13 Its gas.

14 Q Ckay. And you don't really have any

15 | information about Leesburg's planned connection to Sabal
16 | Trail?

17 A Correct.

18 Q And you don't really have any information,

19 factual information, about what the cost would be for

20 | Leesburg to connect to Sabal Trail?

21 A Specific to that connection, | do not.

22 MR, WHARTON: That's all | have.

23 THE COURT: M. Moyle.

24 MR. MOYLE: | have a couple of questions, and
25 | amgoing to ask for a couple of mnutes, if |
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1 coul d.
2 THE COURT: Ckay. That doesn't nean | am
3 going to give themto you.
4 CROSS EXAM NATI ON
5 BY MR MOYLE:
6 Q Just to be clear, and this is, you know, a few
7| nmoving parts, but there are -- you tal ked about if you
8 | have firmcapacity and it's subscribed and a pipe is
9| fully subscribed, then w thout the gas conpany doi ng
10 | sonething to increase the capacity, then that was kind
11 of it, right?
12 A When an interstate pipeline is fully
13 | subscribed, there is not any nore primary firmcapacity
14 | to purchase.
15 Q And | think with respect to Sabal Trail, you
16 | said how nmuch was remaining on it, 100,000, right? How
17 | many hones woul d that provide gas for?
18 A A lot of hones.
19 Q Li ke 100, 000, nore than 100, 000?
20 A Probably nore than 100, 000, yes.
21 Q Okay. But you al so described -- you go ahead
22 | and get your firmtransportation to neet your peak
23 | demand, your anticipated peak demand, correct?
24 A Correct.
25 Q But your peak demand only occurs what, once a
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1| year? |s how you guys neasure peak demand?
2 A Generally once a year, or a couple of tines
3| during the year -- during a season.
4 Q So for about nost every other day, you are
5| not -- you are not using all of that firm capacity,
6| correct?
7 A That's correct.
8 Q And there is a pretty robust market where
9| people are going into the market and buying firm
10 | capacity on what they call secondary narket, is that
11| right?
12 A That's correct. Yes.
13 Q All right. And do you trade on the secondary
14 | market, you bei ng PGS?
15 A PGS, yes, definitely.
16 Q Right. And one of the advantages of that is
17| you can do it and it's a little | ess expensive, right,
18 | because your firmcapacity is the nost expensive, but
19 | then as you operate your system you also get capacity
20 on the secondary market; correct?
21 A In general, yes. Secondary capacity certainly
22 | can be nore expensive on a daily basis than primary
23| firm On a tight day, when people are fighting for
24 | those | ast pieces of space on the pipe, the price can go
25| up a lot.
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1 Q But that's not typical. More often than not,
2 Is it not, is that sonebody has scheduled firm they
3 don't need it, the plant is down or FPL, you know, it's
4| a cool day, they don't need gas for power plants, and
5| there is a lot of opportunities there to buy firm
6 | capacity on the secondary market; correct?

7 A Correct. A lot of days there is secondary

8 | capacity avail able, but on those days when you really

9] need it, when custoners need their energy, that's when
10| it's difficult to get.

11 Q Right. And then you had talked a little bit
12 | about the Section 11 rights, and let ne just nmake sure |
13 | understand what you are sayi ng.

14 Section 11 is a provision of a tariff, right?
15 A Yes.

16 Q So it's not a federal code or anything. |It's
17 | just in a tariff, Section 11, and it gives you the

18 | ability to aggregate your |l oad and nanage it in a way

19 | where you can do a nunber of things; is that fair?

20 A That's fair enough. Yes.

21 Q Okay. And one of those things that you can do
22 IS -- you had used, | think, an exanple of Jacksonville
23 | and Tanpa, and that you can nove gas fromdifferent

24 | places because the weather nay be different, and you nay
25| have a situation you can say, well, | can use that gas
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1| over here to supply this, the nolecules aren't actually
2 | being noved, and you use your Section 11 rights in a way
3| that would probably otherw se reduce the anount of firm
4 | capacity that you would need to contract for
5| transportation; correct?

6 A Correct.

7 Q kay. And are you aware that FQJ al so has --
8| FGQJis run by a gentleman naned Tom Geoffroy, right?

9 A Yes.

10 Q And you have known him and don't have any

11 | question about his ability to get gas, right?

12 MR BROMWN: Your Honor, this is alittle bit
13 beyond direct. | nean, they are tal king about Tom
14 Geof froy.

15 MR, WHARTON: It goes to the ability of

16 Leesburg to get capacity.

17 THE COURT: Hang on. Hang on. | amgoing to
18 overrule. Although, | think how Leesburg is going
19 to get -- well, hang on. | will say that this

20 witness testified -- really had very little

21 i nformati on about how Leesburg gets its gas.

22 Doesn't know what Leesburg uses on a daily basis.
23 Doesn't know Leesburg's | oad. Doesn't know how

24 Leesburg procures gas. Doesn't know how Leesburg
25 connects to Sabal Trail. Doesn't know the cost.
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1 So is this issue with FGQU and Tom Geoffroy, is that
2 related to how Leesburg gets its gas?

3 MR, MOYLE: It is.

4 THE COURT: | amgoing to sustain the

5 objection. | think you will probably have anot her
6 Wi t ness you can --

7 MR. MOYLE: Actually, M. Ceoffroy will be

8 her e.

9 THE COURT: Al right. Sounds |like a good

10 qguestion for him
11 MR, MOYLE: Right. ay. Can | have ny
12 couple of m nutes?

13 THE COURT: | wll give themto you.

14 (Di scussion off the record.)

15 MR, MOYLE: Thank you. | have no further
16 guesti ons.

17 THE COURT: M. Brown.

18 MR. BROWN: No questions, Your Honor.

19 THE COURT: Al right, sir. Thank you very
20 nmuch.

21 (Wtness excused.)

22 THE COURT: We've probably been at it about 40
23 m nutes, you want to just keep goi ng?

24 MR. BROAN: Just a two-mnute break.

25 THE COURT: Al right. W wll take a couple
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25

of m nut es.

(Brief recess.)
MR, KRUPPENBACHER: Call M. Deason.
THE COURT: Al right. Raise your right hand.

Wher eupon,
JAMES TERRY DEASON
was called as a w tness,

speak the truth, the whole truth

havi ng been first duly sworn to

and not hing but the

truth, was exam ned and testified as foll ows:

THE COURT: And your ful
THE W TNESS:
THE COURT: Al right.
DI RECT EXAM NATI ON

BY MR KRUPPENBACHER:
Q M . Deason, good afternoon.

tell us your educational background?

A Yes. I

Pl ease be seat ed,

name, pl ease.

Janmes Terry Deason

sir.

Wul d you pl ease

have a Bachel or's degree with a major

in Accounting fromFlorida State University, which |

received in 1975. And |

Accounti ng, which |
Uni versity,
received ny Master's degree.
per haps 1988.

Q And what

could you go through it chronol ogically,

i's your enploynent background,

have a Master's degree in
al so received fromFlorida State
and that was sone years |ater that |

believe it was 1987,

and

pl ease?
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1 A Yes. Upon graduation with ny Bachelor's

2| degree in Accounting, | entered the banking profession,

3| and | was an assistant trust officer for approximtely

4| two years at a local bank here in the Tall ahassee area.

5 Then | took a position, that woul d have been

6| in 1977, | took a position with the State Ofice of

7 | Public Counsel, which has the responsibility to

8 | represent consuners in matters before the Florida Public

9 | Service Comm ssion.

10 | actually had three different tenures at the
11| Ofice of Public Counsel. M first tenure there was

12 | interrupted by about a year's enploynent with Ben

13 | Johnson Associates, which is an econom c consulting firm
14 | specializing in regulatory matters. | then received an
15| offer of pronotion back at the Public Counsel's office,
16 | so | went back to the Public Counsel's office.

17 And then | took a position at the Public

18 | Service Commission. | was offered a job by then sitting
19 | Conm ssioner Gerald Gunter to be his -- well, in those
20| days it was -- the position was to be his aid. | think
21| nowits vernacular at the Comm ssion is chief advisor is
22 | the position. And that basically was the role to be the
23 | chief advisor to the Conm ssioner.

24 | served in that role for, | believe the years
25| were 1987 through -- | amsorry, 1981 through 1987. And

Premier Reporting Reported by: Debbie Krick



6/25/2019 Peoples Gas Systems
Hearing proceedings before: Judge Early - Volume 3 357

1| then | got another offer fromthe Public Counsel's

2| office to cone back as its chief analyst. And | held

3| that position until |I was first appointed to the Public

4 | Service Commi ssion in 1991

5 | was first appointed by the Public Service

6 | Comm ssion Nom nating Council, and then I was

7 | subsequently appoi nted by Governor Chiles, and then |

8 | was subsequently appointed by Governor Bush --

9 | reappointed by Governor Bush two tines for a total of
10 four terms on the Comm ssion, or 16 years. And in that
11 | capacity, | served as Chairnman on two separate occasi ons
12 | of the Conmm ssion.

13 And then | retired fromthe Comm ssion at the
14 | end of 20 -- no, | amsorry, 2006. And |I have been

15| providing consulting services ever since that tine. |
16 | am enpl oyed at the Radey Law Firm not as an attorney,
17 | but as a consultant. And | have been providing

18 | consulting services to primarily regulatory -- | am

19 | sorry, regulated utility conpanies, but |I have al so

20 | provided consulting services to advocacy staff of public
21 | service conm ssions and to sone |ocal governnents, city
22 | and county governnents.

23 Q What were your responsibilities at the Ofice
24 | of Public Counsel ?

25 A Well, as | indicated, Public Counsel's office
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1| is a--is statutorily created. It's not part of the
2| Public Service Comm ssion, but it has the responsibility
3| to represent consuners at the Public Service Comm ssion.
4] Soit's essentially a law office. And he while |I am not
5| an attorney, | was an anal yst, and provi ded support to
6| the attorneys in litigating cases. That included all
7 | aspects of litigation to, you know, review ng testinony
8 | and to doing discovery in cases -- or assisting the
9| attorneys in their discovery, review ng discovery, and
10 | on occasion, | had opportunity to present expert
11 | testinony on behalf of the Ofice of Public Counsel.
12 | al so had the opportunity to interact with
13 | custoners on occasion, and to be able to address their
14 | concerns of the regulatory process here in Florida.
15 Q And briefly, what were your responsibilities
16 | as the aid or chief advisor to the PSC conmm ssi oner?
17 A Well, it actually involved all of the aspects
18 | of a comm ssioner, the full responsibilities. Wile I
19 | was not the decision-nmaker, | advised the Comm ssioner
20 | on all aspects of his job at the Conm ssion.
21 So it included everything that the Comm ssion
22 does, and the various functions of the Comm ssion, all
23| the way fromlegal matters, technical matters and
24 | admnistrative matters, and reaching out to the public,
25 | responding to the public, and nmaeki ng reconmendations to
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1| the Conm ssioner on matters that came before the
2| Comm ssion for a vote.
3 Q During your years wwth the PSC, both as an
4 | advisor and then as a Comm ssioner, did you devel op
5| expertise and experience in dealing with territorial
6| disputes involving utilities within Florida?
7 A Yes.
8 Q Did that expertise include dealing with gas
9| wutility territorial disputes?
10 A Yes, on occasion, but the primary -- the vast
11 | nunber of cases involved electric utilities.
12 Q Ckay. | would |ike to show you Petitioner
13| Exhibit No. 5. Are you famliar with this docunent?
14 A Yes.
15 Q And what do you recogni ze this docunent is
16 | descri bi ng?
17 A It's generally recognizing the territorial
18 | area that is in dispute in this proceeding, and it
19 | contains a nunber of natural gas lines that have been
20 constructed in the area, and who constructed those, and
21| | think there is sone information on one of the exhibits
22 | that discusses the tinefranme of that.
23 Q And do you recogni ze these blue |ines as being
24| the gas lines installed by Peoples Gas?
25 A Yes.
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1 Q | am going to show you the overlay part
2| Exhibit No. 5, and do you recognize this green as being
3| the lines installed by South Sunter Gas?
4 A Yes, that's ny understanding, and | heard it
5| discussed previously here in the hearing.
6 Q And goi ng back to the first page, based upon
7 | your experience and know edge in the state of Florida
8 | regarding the expansion of gas utilities, what is your
9 | opinion when you see this line -- these gas |lines
10 | sitting by thensel ves, no other gas conpany, as to the
11 | areas around those gas lines, what is the territory that
12 that, in your opinion, would cover?
13 MR, WHARTON: | object to the rel evance.
14 THE COURT: Well, as | indicated, I am going
15 to probably take in nore than I should. In fact,
16 there wll be sone things with Conm ssioner Deason,
17 | assune it's |like governor, once you have been
18 one, you are always one. So | know that we al so
19 have Comm ssioner Garcia. So | amgoing to give
20 both parties a little bit of latitude to explore --
21 sone things based on policy and experience,
22 probably nore than | would if only one of y'all had
23 a --
24 MR WHARTON: We have also got a simlar
25 expert, and al so, Judge --
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1 THE COURT: And | amgoing to let you do it.
2 And | may not do nuch with the testinony. As I
3 i ndi cated yesterday, | may give it about as nuch
4 weight as if | had a senator comng in here telling
5 me that he or she was involved in the passage of
6 366. 04, and here's what they intended when they
7 voted on it.
8 So | amgoing to hear it out from both of
9 them so | wll give you, M. Brown and M.
10 Kr uppenbacher, a heads-up, when Comn ssioner Garcia
11 is sitting up here, I amgoing to be allow ng
12 | atitude as well.
13 MR WHARTON: | won't nake any further
14 obj ecti ons because |I think our position is clear.
15 THE COURT: | understand.
16 MR. WHARTON: | am al so going to wait unti
17 cross. This sounds |ike an opinion, you indicated
18 that it would be better dealt with in cross.
19 THE COURT: Right, okay.
20 THE WTNESS: And could -- | amsorry, could
21 you repeat the question?
22 BY MR KRUPPENBACHER:
23 Q Yes.
24 Based upon your experience wth the Public
25 | Service Conm ssion and your know edge of the Public
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1| Service Commi ssion and its policies, when you | ook at

2 the lines that run here on this site down to 301, this

3| is 468, what would be the territory that woul d be

4 | covered by Peoples Gas by putting those lines in?

5 A Well, it's hard to |look at a map and

6 | adequately define that. Wen |I ook at this map --

7| first let nme say | amnot an engineer. | don't profess

8 | to be an engineer, and | express no judgnent on the

9 | adequacy of those lines in terns of if they were

10 | engi neered correctly and correctly sized, and things of
11 | that nature.

12 But | can tell you, with ny experience in

13| reqgulating gas utilities and electric utilities, when it
14 | comes to extending facilities to provide service, | make
15| the assunption, until it's proven otherw se, that the

16 | utility is nmeeting its requirenent, subject to

17 | reqgulation, to have adequate facilities in place in a

18 | reasonable tinmeframe to adequately and reliably serve

19 | custoners.

20 The ot her bal ance of that is that,

21 | particularly in the case of an investor-owned utility

22| that is subject to the full regulatory jurisdiction of
23 | the Comm ssion, that they have to bal ance that with the
24 | consideration of the cost of making those expansions and
25 | whether they were prudently incurred.
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1 And so that's the reason that | believe that
2| this was part of Peoples Gas responsibilities to serve
3| custoners, that they have the obligation to prove that
4| to the Commssion in a rate proceedi ng before they get
5| rate recovery of those anmounts as part of the regul ated
6| utility's obligation to plan to serve custoners

7 | adequately and then, when it is appropriate, to extend
8| facilities to make sure there is an adequate

9 | infrastructure upon which future growth can be served
10 | tinmely and econom cally.

11 Q Based upon your know edge of the gas industry,
12 | would your opinion that if people abutting in this area
13 | wanted to have natural gas, standing alone by itself,

14 | the nost efficient way to do that would be to have it

15 | served by Peopl es?

16 MR. WHARTON: Obj ection, | eading.

17 THE COURT: Overrul ed.

18 THE WTNESS: | can answer?

19 THE COURT: Yes, sir.

20 THE WTNESS: There are many factors in place
21 that could affect that, but as a general

22 proposition, the Conmmssion, inits jurisdiction,
23 tries to pronote service that is economc and is in
24 the overall interest of custoners, and so the cost
25 of providing services is one of those.

Premier Reporting Reported by: Debbie Krick



6/25/2019 Peoples Gas Systems

Hearing proceedings before: Judge Early - Volume 3 364
1 And when you have utilities that are serving
2 in simlar areas, or adjacent areas, it often cones
3 down to a matter of cost. Wo can extend the
4 facilities nost cost effectively so that the
5 service can be provided efficiently with a | esser
6 anount of rate inpact on custoners.

7 Part of that determ nation at the Conm ssion,
8 it takes the facts as they are and nmakes those

9 determ nations. And so a big factor would be if
10 there are facilities already constructed and in

11 pl ace, logically there would be |ess of a need for
12 addi tional increnental investnent, incremental

13 infrastructure, to nake the necessary connections
14 to serve those custoners.

15 So it's not the fact that this |line exists.
16 When you make that conparison between two

17 utilities, you take the investnent as it exists.
18 You don't try to allocate it to different things.
19 It's a sunk cost, and sunk costs are irrelevant in
20 maki ng these type determ nations.

21 | BY MR KRUPPENBACHER:

22 Q Now, let's look at this. Wuld it be

23 | economcally efficient to have a sunk cost to be the

24| South Sunter Gas to run a line up here to serve in this
25| area, run a line down this area serving this area when
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1| Peoples already has lines throughout that area?

2 A | can't make that determ nation just |ooking

3| at a map. But on its face, it |ooks |like, just |ooking

4 | at distances, and realizing that the costs are simlar

5| between utilities to make those types of investnents,

6| that if one utility has to extend facilities a |onger

7| distance, it would be a natural inclination to think

8| that it would cost nore, but that would depend on the

9| facts at that are produced in a proceeding.

10 Q Have you read and reviewed Petitioner's

11 | Exhibit No. 1, which is the agreenent by and between the
12| Cty of Leesburg and South Sunter Gas?

13 A Yes.

14 Q Based upon your experience and expertise, what
15| is your opinion as to whether this does or does not

16 | create a regulated utility as it relates to --

17 MR, MOYLE: Judge, | amgoing to object to

18 that --

19 MR. KRUPPENBACHER: Let ne finish the

20 guesti on.

21 THE COURT: Let's get the question out.

22 BY MR KRUPPENBACHER:

23 Q -- as it relates to South Sunter Gas?

24 THE COURT: Al right. So I have an

25 obj ecti on.
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1 MR, MOYLE: | apologize. | was so excited to
2 maj or this objection.

3 | understand the |atitude, and appreciate the
4 latitude. M. Garcia wll be doing this in terns

5 of tal king about this. But, you know, the question
6 t hat was asked about the hybrid utility, you know,
7 Is a legal conclusion. M. Deason, you know, has

8 expertise in regulatory matters, but he is not a

9 | awyer, and | just don't think it's appropriate for
10 t hi s proceedi ng.

11 MR, WHARTON: Respectfully and very briefly,
12 Your Honor, | won't keep repeating nyself.

13 To ne, respectfully, Your Honor has to ask

14 hinmself, is this going to go in the factor of

15 conclusion of law? That's is right in the matrix.
16 THE COURT: Well, an expert wtness is -- it's
17 al l owabl e for an expert witness to opine on issues
18 that mght ultimtely be conclusions of |aw.

19 | am going to allow Comm ssioner Deason to

20 testify, and | think -- again, | amgoing to

21 unravel this knot at sonme point, and | will turn,
22 if I give this testinony any wei ght; because this
23 is -- 1 nean, | viewny role in form ng proposed

24 conclusions of law, | guard that fairly jeal ously,
25 and I will make ny on decisions based on the | aw as

Premier Reporting Reported by: Debbie Krick



6/25/2019

Peoples Gas Systems

Hearing proceedings before: Judge Early - Volume 3 367
1 | read it as to whether or not this fits. But | am
2 wlling to listen to Comm ssioner Deason, as | wll
3 be wwlling to it listen to Conm ssioner Garci a.

4 MR, MOYLE: Ckay, | guess the only other point
5 Ms. Putnal pointed out, if you asked the question
6 at the depo of M. Deason about --

7 THE COURT: Good issue for cross.

8 MR. MOYLE: Yeah, he didn't bring it up.

9 THE COURT: Overrul ed.

10 | BY MR KRUPPENBACHER:

11 Q You can answer the question, please?

12 THE COURT: You want that question red back so
13 we - -

14 THE WTNESS: | believe | understand the

15 questi on.

16 First, before | answer the question, |

17 understand the function that's going on here at

18 this board, and the responsibilities -- | think I
19 understand, | won't try to put nyself in your place
20 obvi ousl y.

21 MR, WHARTON: | object to the narrative, Your
22 Honor. | don't think it's responsive to the

23 questi on.

24 THE COURT: Yeah --

25 THE W TNESS: Ckay.
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1 THE COURT: -- just go with responding to the
2 guesti on.

3 THE WTNESS: | amjust trying to show sone

4 respect, John. | amnot trying to be presunptuous.
5 MR, WHARTON: M. Deason and | were staffers
6 together at the PSC a |long tine ago.

7 THE COURT: Well, having this flipped, |I can't
8 tell you how nmuch | am enjoying that.

9 THE WTNESS: | guess the best way to begin
10 the answer, and | apologize if it's an invol ved

11 answer because it is an involved question. | guess
12 the best way to begin is what is being proposed in
13 the agreenment, in ny opinion, is unprecedented.

14 H storically, when the Conm ssion deals with
15 territorial disputes, you have two entities that

16 are clearly utilities that are either regul ated by
17 the Commi ssion or exenpt fromregulation by a

18 provi sion of statute. And if this were a

19 situation, the Gty of Leesburg, which did not

20 solve South Sunter Gas in any way, and it was a

21 guestion of who's to provide service to what area,
22 and it was strictly between Leesburg and Peopl es
23 Gas, that would fit the traditional nodel that the
24 Commi ssion has used to determne, and it would be
25 based upon statute and rul e and previous deci sions
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1 of the Comm ssion, and determ nations |ike we just
2 spoke about as to who can provide service npbst cost
3 effectively and reliably and provi de adequate
4 service to custoners and protect the custoners'

5 interest if there is a nechanismto protect

6 custoners' interest, either through action of the
7 Comm ssion or through the Cty Council of the Gty
8 of Leesburg in this case. It would be a fairly

9 clearcut structure to answer that question. | am
10 not sayi ng what the answer would be, but it would
11 be a clearcut structure to answer that.

12 What we have here is sonething that's never

13 been presented to the Comm ssion before, and that
14 we have an entity that is created by the agreenent,
15 and it creates questions -- questions in nmy mnd as
16 to who is actually providing service, and whet her
17 the interest of custoners are going to be protected
18 t hrough this arrangenent.

19 And | would just highlight that there are

20 certain provisions within the agreenment which

21 hi ghli ghts the concerns that | have, and as to

22 whet her what is being proposed would be in the

23 public interest. And one of the first things that
24 cones to mnd is the sale of the natural gas, the
25 rates and how t hose revenues are allocated or
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1 shared. It's never been a situation in front of
2 t he Commi ssion before where there is such an
3 al l ocati on of revenues.
4 | can say that the Conm ssion, when it's nmade
5 determ nations in other cases, even in declaratory
6 statenents, there have been situations where fol ks
7 have cone to the Conmm ssion and says, please
8 declare ne not a utility. And the Conm ssion has
9 | ooked at those, and just about wi thout fail, |
10 cannot think of any exception, is that if it's
11 determ ned that that entity is selling, be it
12 el ectricity or what other compdity that is
13 regul ated, and they get the revenues based upon
14 that production and sale, they are a utility. And
15 that if they go forward with that -- if they go
16 forward with that approach, that they woul d have to
17 be a utility subject to regulation and all of the
18 requi rements that go along with that.
19 We have a situation here where South Sunter
20 Gas Conpany is sharing in those revenues. | think
21 an argunment can be nade that they are in the
22 busi ness of selling gas to end use custoners. That
23 woul d make thema utility under that definition.
24 When we are making conpari sons between two
25 conpeting utilities to serve an area, usually there
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1 is a straightforward question of the cost to extend
2 service, and which one can do it nore econom cally.
3 Here, we have a situation where there is not a
4 fixed cost that is being paid to South Sumter Gas
5 Conpany for the construction of the facilities.

6 That's why on the previous witness, we had this

7 anal ysis that showed all of these revenue streans

8 and 30-year analysis and that. And | suppose that
9 information is going to be used -- or nmay be used

10 by the Court to try to nake a determ nation of

11 rel ative cost.

12 In a traditional situation, you wouldn't have
13 to have that type of an analysis because there is

14 not a sharing of revenues. Those revenues, | read
15 the agreenent, | find nowhere in that agreenent

16 where that sharing of revenues is any way tied to

17 the cost of service of constructing those

18 buil dings. So that's another area of concern.

19 | BY MR KRUPPENBACHER:

20 Q If you will look at this exhibit, whichis --
21 MR BROMN: It's not an exhibit.

22 BY MR, KRUPPENBACHER:

23 Q It's just a denonstrative. Wen you read the
24 | agreenent --

25 A Counsel, | amgoing to, you asked ne the

Premier Reporting Reported by: Debbie Krick



6/25/2019

Peoples Gas Systems

Hearing proceedings before: Judge Early - Volume 3 372
1| question, | amgoing to answer it, okay?
2 Q Ckay.
3 A Very wel | .
4 THE COURT: | take it you weren't done.
5 THE WTNESS: | amsorry?
6 THE COURT: | take it you weren't done with
7 your answer.
8 THE WTNESS: | was not done with my answer.
9 THE COURT: Al right. You can proceed.
10 MR, KRUPPENBACHER: The judge has sustai ned
11 your obj ecti on.
12 THE W TNESS:. Another thing is that a concern
13 of the agreenent is who controls the rates? To ne,
14 it'"s clear in the agreenent that it is South Sunter
15 Gas that controls the rates. There is a structure
16 of rates that is not based upon the cost of
17 provi ding service, and that South Sunter Gas
18 controls the rates. That woul d be anot her
19 i ndi cation that the entity providing service here
20 is South Sunter Gas Conpany.
21 South Sunter Gas, basically, under ny reading
22 of the agreenent, determ nes when and where
23 Leesburg nust expand facilities to neet further
24 devel opnent. To nme, that's an indication that
25 South Sunter Gas is in control and would be the
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1 utility.
2 There are even provisions in the agreenent
3 that allows South Sunter Gas to assign work to
4 subtractors wi thout the consent of Leesburg. Here
5 again, that's an indication to ne that it's not
6 Leesburg providing the service. |It's South Sunter
7 Gas that's providing the service.
8 There are even provisions in the agreenent
9 that allow South Sunter Gas to do things so nmuch as
10 to dictate that there is not going to be
11 transportation service to custonmers, and even what
12 is communicated to custoners in the bills, that's
13 within the discretion of the South Sunter Gas
14 Conpany.
15 Again, a utility would control what's in the
16 bills that goes to their custoners. They would
17 have a nmechanismto set rates based upon the
18 paraneters that the Cty felt appropriate, and
19 woul d not have to get the agreenent of a third
20 party to increase rates if they felt it was
21 necessary to adequately provide service for their
22 cust omers.
23 And then we get to the question of who owns
24 the infrastructure. And there are a nunber of
25 provisions in the agreenent that cast doubt as to
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1 who owns the infrastructure. Now | am not
2 guestioning the structure of the agreenent that
3 appears, to ne, to be such that it would avoid the
4 paynent of property taxes to the County because the
5 Cty owns that. That's internal to the agreenent.
6 | don't know if that was the notivation or not, but
7 I can |l ook at the agreenent and | ook at what
8 happens when there is an early termnation of the
9 agreenent and who gets the infrastructure.

10 There are al so provisions in the agreenent

11 whi ch address what happens if Leesburg, who was

12 granted a franchise agreenent in this area, if they
13 exercise certain rights of that; and if the

14 agreenent is termnated, who ultimately ends up

15 with the infrastructure, and at what, if there is
16 any, paynent to the Gty of Leesburg.

17 | think one scenario allows there to be

18 depreci ated by a year, there is another scenario

19 where there is no paynent. | can't even find

20 whet her there is a condemation or it it's just an
21 exerci se of provisions within the franchise

22 agreenent .

23 | nmean there, may be other things in the

24 agreenent. Those are the things highlighted in ny
25 m nd, which begs the question as to who is actually
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1 serving these custoners, and | think there are

2 provi sions that raise the question as to whet her

3 it's actually the City of Leesburg and whether it

4 I's South Sunter Gas.

5 | have concl uded ny answer now, counsel or, and

6 | apologize. | just wanted to get sone things

7 cover ed.

8 | BY MR KRUPPENBACHER

9 Q May | ask you anot her question?

10 A Pl ease.

11 Q Based upon your experience and expertise, is
12 | the proposed agreenent, if it went into effect -- is in
13| effect -- is the arrangenent that's been put together in
14 | the agreenent that's been identified as Petitioner's

15| Exhibit 1 in the best interest of the citizens of

16 | Florida?

17 A Based upon ny understanding of the facts as

18 | they exist now, in ny reading of the agreenent, | would
19 | say that | have sincere doubt, and | would have to fal
20 down on this idea that it is not in the public interest,
21| and let ne explain.

22 The Public Service Commi ssion has a wi de area
23| of jurisdiction, and in giving that jurisdiction to the
24 | Comm ssion, the Legislature has declared that the

25| provisions in wthin the statutes are to be liberally
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1 construed, and | think the Comm ssion has done that, and
2| basically they are regulated in the public interest,
3| that is the requirenent in the statute, and they | ook at
4| the interest of all involved, and we have a nunber of
5| entities that are involved here. And when you reqgul ate
6| in the public interest, you basically have a focus on
7| the custoner, which | think should be the focus of this
8 | proceeding, what is best for the custoner?

9 | think we have got three different custoner
10 | groups here that are potentially inpacted by whatever

11 | decision is nmade here. | wll begin with the

12 | custoners -- the existing custoners of the Gty of

13 | Leesburg.

14 To the best of ny know edge, the Gty of

15 | Leesburg provides excellent service and is a value to
16 | the custoners. | think -- and the best of ny know edge,
17| the City custoners are satisfied custoners. | amsure
18 | there would be rare conplaints. There are al ways

19 | conplaints for utilities regardl ess of whether nuni ci pal
20 | or investor-owned investors owned.

21 But based upon ny review, ny know edge, ny

22 | belief, is that the Gty of Leesburg provi des adequate
23 | service on reasonable terns. And | am not taking issue
24| with that. | congratulate the City for that. But they
25| are enbarking on a bold new adventure here as to what is
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1| being proposed. And to ne, it is a risky proposition.

2 | am sure that the managers and the hierarchy

3| at the Gty have |looked at that, and think that it's

4| worth going forward with this. | don't question them

5| that, in their opinion, that's appropriate. But | think

6| that there is sone risk to the existing custoners of the

7| Gty of Leesburg when you | ook at the fact that, based

8 | upon growth projections -- and | amnot testifying to

9| the projections, but | understand that we have such

10 | magni tude that at sone point you are going to have the
11 | vast majority of the custoners that are getting service
12 | from Leesburg or else through sone entity in conjunction
13| with South Sunter Gas where you are going to have the

14 | vast majority of the custoners who do not resides i the
15| Cty. And this is not consistent with the way utilities
16 | normally expand their service territories in the state
17 | of Florida, particularly nmunicipals. H storically, they
18 | have done nmuch different think than that's been proposed
19 | here.

20 So there is a certain risk factor, | think,

21| for the existing custonmers. It may work out wonderfully
22 | for the existing custoners of the Cty, but then again,
23| this is sonething that's being asked of the existing

24 | custoners to have their local nunicipal utility expand
25| in such an area, and under an agreenent where they have
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1| to share, depending on the nunber, 50 to 55 percent of

2| the revenues with another entity to nake that expansion.

3| | would raise question -- it raises questions in ny mnd

4| as to the risks that are being asked to be absorbed by

5| the existing custoners within the Gty.

6 That's one custoner group. Then we have

7 | another custoner group that's the existing custoners of

8 | Peoples Gas.

9 Now, in an earlier question, | described how I
10 | perceived the |ines that were constructed, and being a
11| fully regulated utility, until proven otherwi se, | would
12 | nmake the reasonabl e assunption that Peoples constructed
13 | those lines based upon its responsibility under statute
14 | and PSC regul ation to nake investnents to serve
15| custoners, and that they, by so doing, have a reasonable
16 | expectation that there are going to be custoners that
17| will take service fromthose facilities, and that wl|
18 | provide revenues adequate to cover the cost of those
19 | facilities.

20 If those facilities are constructed under a

21 | consistent, prudent plan, and there is a decision by the
22| Commssion ultimately to which takes potential revenues

23 | away from Peoples Gas, well, then you have potential for
24 | facilities that are underutilized. And what that nmeans

25| is that it's potentially a cost burden on the existing

Premier Reporting Reported by: Debbie Krick



6/25/2019 Peoples Gas Systems

Hearing proceedings before: Judge Early - Volume 3 379
1| custoners of Peoples Gas when their utility has just
2 | done what is expected of the Conm ssion to provide
3 | adequate service as the growh materializes. So there
4| is a potential inpact on the custoners, the existing
5| custoners of Peoples Gas.
6 And then let's get to the third group of
7| custoners, and that's the custoners that are going to be
8 | buying the hones, residing in the area that's in
9 | dispute, and receiving service. How are they protected?
10 | | amconcerned that there is inadequate protections.
11| Certainly not the protections that are currently
12 | afforded the existing custoners of the Cty and
13 | protections that are afforded the existing custoners of
14 | Peopl es Gas.
15 They will be custoners in an area, not only
16 | outside the Gty boundaries, but ny understanding is in
17| a different county. They certainly will not have the
18 | ability to reflect their concerns on their natural gas
19 | service in terns of quality of service and | evel of
20| rates by electing Cty Council people who would |isten
21| to their concerns and make deci sions that would help
22 | protect their interests. That's one concern.
23 Anot her concern that | have for the future
24 | custoners to be served in this area is that their rates
25| will not be based upon costs. Their rates are based
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1| upon an agreenent as to what the rates will be, who can
2 | approve those rates, and how those rates can be

3| increased, and so | have concern about that as well.

4 And then, as | nentioned, there are certain

5| provisions in the agreenent that prohibits

6| transportation service. Obviously, custoners would not
7 | have the benefits of the Public Service Conm ssion

8 | approved conservation plans. That woul d be anot her

9| factor. So it raises concerns for ne about the

10 | potential future custoners who would be in the public
11 | interest.

12 So to ne, all three custoner groups that are
13| going to be inpacted by this decision one way or the

14 | other, | think there is risk -- there are risks and a
15| lack of protections, and potential adverse consequences

16 as a result of the decision that's made.

17 Q Thank you.

18 MR, KRUPPENBACHER: No further questions, Your
19 Honor .

20 MR, MOYLE: Could we take a couple mnutes?

21 THE COURT: You have got cross? Really?

22 MR MOYLE: Can we have maybe just a coupl e of
23 m nut es?

24 THE COURT: Sure. W can take five. |Is that
25 okay, M. Wharton, or are you ready to charge
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1 f orwar d?

2 MR WHARTON: No. No. |It's not going to be

3 much, actually.

4 THE COURT: Al right.

5 (Brief recess.)

6 THE COURT: M. Warton, you are up. Back on

7 t he record.

8 CROSS EXAM NATI ON

9| BY VR VHARTON:

10 Q Good norning, or afternoon, whichever it is,
11 | Comm ssi oner.

12 A I[t's still norning.

13 Q | call all the fornmer, as M. Garcia could

14 | tell you, | call all the former comm ssioners, | always
15 | say Comm ssi oner.

16 First, let's talk about what seemto be a

17 | little bit of testinony that you gave, and you were

18 | shown the facility map that's not up there anynore. But
19 | would you agree, wouldn't you, that you wouldn't have
20 | done any analysis of the cost of the facility's | ocation
21| or when the facilities were put in?

22 A No, and that wouldn't be necessary for the

23 | opinions that | just gave.

24 Q And you haven't done any analysis wth regard
25| to the cost of the facilities or expansion of the
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1| facilities, and you have no opinion who's in a better
2| position to serve?
3 A | agree with that, except | did give an answer
4| to a previous question, which I still stand behind, is
5| that on its surface, it appears that, if there is a
6 | greater distance, you would assune that the utility
7| having to go the further distance would have higher
8 | costs, but that would be a matter for a determ nation
9 | based upon the facts produced.
10 Q Let me ask you this: Have you reviewed your
11 | deposition transcript lately?
12 A Yes.
13 Q Do you recall that at your deposition you
14 | indicated you had no opinion about who was in a better
15| position to serve?
16 MR, KRUPPENBACHER: Your Honor, could he --
17 THE W TNESS: Maybe you could correct ne.
18 MR, VWHARTON: |'mjust asking a question.
19 THE COURT: | think, at this point, it's a
20 question if you recall. |If he doesn't recall, then
21 | am sure you can refresh his recollection.
22 MR, VWHARTON: Let's do that.
23 THE WTNESS: | have it. Can you give ne the
24 page and |ine?
25 MR, SELF: Ckay. John, he has it.
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1| BY MR WHARTON:

2 Q Vell, et me ask the right question.

3 Do you agree that you aren't nmking any

4| determnations in who's in a better position wth regard

5| to the cost of the facilities or the extension of

6| facilities, and that sort of thing?

7 A | stand by that answer, and ny previous

8 | answer, | think, is consistent with that.

9 Q | under st and.

10 Let's tal k about your testinony about the Gty
11 | of Leesburg and the service outside the nunicipa

12 | boundari es.

13 First of all, would you agree that, to your

14 | know edge, this agreenent was entered into by two

15 | sophisticated parties?

16 A Yes.

17 Q All right. And isn't it true that there is

18 | nothing in Florida |aw that regulates -- let's just put
19| it this way. There is no PSC rule, order or statute

20 | which regulates the rates, fees or charges of a

21| nunicipality, is there?

22 A That's correct.

23 Q And there is no PSC rule, order or statute

24 | that regulates the conditions of service of a

25| nmunicipality, is there?
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1 A General ly, but the PSC does have jurisdiction
2 over territorial matters, and that's why we are here.

3 Q But that is the extent of that jurisdiction?
4 A That's ny -- based upon ny recol |l ection at

5| this point, yes, for natural gas.

6 Q And that's for natural gas utilities, right?
7 A Yes.
8 Q And you woul d agree that there is no PSC rul e,

9| order or statute that gives the PSC jurisdiction over

10 | the conditions of service of nunicipal gas utilities?
11 A Yes, | think that's correct. | think it gives
12 | themthe fact that the PSC has a policy of encouraging
13 | transportation service for the utilities they requl ate.
14 | My understanding is the Gty doesn't do that. That's
15| their call, and the PSC doesn't require themto do

16 | sonething of that nature.

17 Q It's conpletely their call under their |awful
18 | authority?

19 A That's ny under st andi ng, yes.

20 Q And you woul d agree that there is no PSC rul e,
21 | order or statute that regul ates whet her mnuni ci pal

22 | utilities expand their natural gas utilities either

23| within the nmunicipalities or outside the nunicipality?
24 A | agree that there is no statute, rule or

25| order. | can just describe what traditionally has been
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1| the case and what has worked well in Florida's
2| requlatory framework as to how nunici pal s expand their

3 territories --

4 MR, VWHARTON: | would ask that the w tness

5 just respond to the question.

6 THE COURT: | think he was trying to give his
7 bal anced response as he understood it to be.

8 MR. WHARTON:  Under st ood.

9 THE WTNESS: | would concl ude ny answer by
10 sayi ng what's been proposed here has never been

11 proposed before, and it does not fit within

12 Florida's overall schene of regulating utilities
13 and ensuring adequate and reliable service at a

14 reasonabl e cost to all utility consuners, both

15 those fromnunicipalities as well as PSC regul at ed.

16 BY MR WHARTON:

17 Q kay. So you believe that the |aw of Florida

18 | does give the PSC jurisdiction over the rates or

19 | conditions of service of nunicipalities then?

20 A No, absolutely not. What | was alluding to is
21| the fact that under Florida's regulatory schene, that

22 the Legislature, in its wsdom decided that nunicipals

23 | should not be subject to that regulation at the PSC, and
24 | that custoners can be adequately protected by their

25 | elected representatives who do have say over the |evel
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1| of rates and the quality of service.
2 Q Ckay. Let nme ask you anot her question. W've
3| taken the map off the easel but |eaning on the fl oor,
4| it's just as well there?
5 MR MOYLE: | can put it up if you want.
6 MR. WHARTON: Ckay. Either one.
7 MR. MOYLE: | l|ike the Leesburg one.
8 MR, VWHARTON: Well, | would actually -- let's
9 go with this one, Jon. Let's go with the one
10 that's up there.
11 MR, MOYLE: kay.
12 BY MR WHARTON:
13 Q Al right. Do you understand that what's
14 | depicted on those nmaps are two of The Villages, which is
15| what The Villages calls its subdivisions, one is called
16 | Fenney and the other is called Bi ghan?
17 A That's ny under st andi ng.
18 Q Okay. Do you know how many Villages there are
19| in The Villages?
20 A | do not.
21 Q And how many villages The Villages intends to
22 | construct over tine?
23 A | do not.
24 Q Now, you had -- isn't it true that you believe
25| that the proximty of facilities is one of the things to
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1| be factored in a territorial dispute, right?
2 A Proximty in the fact that that inpacts costs
3| to serve, and that is certainly one of the defined
4 | factors that the Conm ssion should, and does, consider.
5 Q But wouldn't you agree with nme that the nere
6| fact that The Villages allowed PGS to provide service in
7| asingle village, the Village of Fenney, should not nean
8 | that The Villages have | ocked into PGS forever?
9 A | agree it's not |ooked in, but | also agree
10 that, given that there are adequate facilities, and |
11 | think other witnesses testified to the adequacy of those
12 | facilities that are in close proximty, that is a
13 | contributing factor which inpacts costs, and that is a
14 | factor the Comm ssion shoul d consi der.
15 Q But you have made no determ nati on about the
16 | adequacy of the facilities of Leesburg and PGS in
17 | relation to each other, right, as you told ne in
18 | deposition? You did no anal ysis?
19 A | have no nmade no eval uati on of the adequacy.
20| | would have to rely upon fact witnesses as to what that
21| situation is.
22 Q All right. Now, another thing that you said
23 | when you tal ked about the public interest, you said you
24 | have never seen such an allocation of revenues. Do you
25 | know how many mnunicipal gas utilities there are?
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1 A There are nunmerous. | don't know the exact

2 | nunber.

3 Q If there is over 100, does that sound right?

4 A That doesn't surprise nme that it's over 100.

5 Q Do you think sone of themtake their revenues

6| and they build a new ballpark? 1Is that sonmething the

7 | Comm ssion investigate as an inproper way to allocate

8 | the revenues after they are received?

9 A No. And | wasn't speaking to that allocation.
10 | | amtal king about an agreenent between a utility, a

11 | municipal utility and a third party, that they are going
12| to share their revenues with that third-party that is

13| not affiliated with the nmunicipality.

14 Q VWll, you say share the revenues, sir. That's
15| a euphemsm isn't it? Wat's really happening here is
16 | that Leesburg receives the rates and then there is a

17 | paynent, fornul aic paynent to SSGC?

18 A You said it's fornulaic, | agree with that.

19| And | agree that the City is the agent for the

20 | collection of the revenues.

21 Q The custoners aren't sending part of the rate
22 | to SSGC and part of it to Leesburg, right?

23 A That's correct.

24 Q All right. Do you agree with nme that nothing
25| in the agreenent violates any rule, order or statute
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1| that you are aware of of the state of Florida?
2 A | cannot point to anything that the agreenent
3| violates. | can just point to the general body of the
4| PSC statutes, and how it has ruled in matters that -- it
5| raises questions of whether this overall arrangenent is
6| in the public interest.
7 Q | under st and.
8 MR, VWHARTON: Thank you very nuch.
9 THE COURT: M. Myl e.

10 MR VWHARTON: M. Myle is running a fl anking
11 maneuver .

12 CROSS EXAM NATI ON

13 BY MR MOYLE:

14 Q Good afternoon, | think officially now, M.

15 | Deason, nmaybe not.

16 A It's close.

17 Q It's close.

18 It's ny privilege to represent the Cty of

19 | Leesburg, and | appreciate --

20 A And you have an outstanding client.

21 Q Thank you. Thank you. | appreciate the

22 | conplinment you paid for to themwith for their service
23 | to the custoners.

24 One of the issues you raised was whether -- |
25| thought | heard you say, well, if there is a najority of
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1| people being served that are outside corporate limts,
2| that's a concern; is that the gist of what you
3 | communi cat ed?
4 A Yes, it's a concern that | would have. And |
5| think it's a concern that the Comm ssion has expressed
6| as well.
7 Q Al right. And with respect to the Gty of
8 | Leesburg, do you know how many people they serve now
9| that are outside of their corporate boundaries?
10 A | don't know that breakdown.
11 Q You got into sonme areas of regulatory policy,
12| and | wanted just to ask you, it's -- the arrangenent
13| that is the contract that you tal ked about is different
14 | than the arrangenent that PGS would face through a
15| regulatory nmatter, correct, in terns of how t hey make
16 | noney?
17 A Maybe you coul d just ask the question again.
18 | | had difficulty followng it.
19 Q Vel |, Tanpa Electric is going to make noney if
20 | the judge awards the territory to them correct?
21 A Yes, they will make noney. They also wll
22 | make noney if they don't. It may be | ess than otherw se
23 | woul d be achieved through full utilization of these
24 | assets, and it may need -- it may result in the need to
25| raise rates for all of the other custoners to provide

Premier Reporting Reported by: Debbie Krick



6/25/2019 Peoples Gas Systems
Hearing proceedings before: Judge Early - Volume 3 391

1| adequate revenues to support those assets.

2 Q But also, in ternms of going forward, the way

3| utilities typically nmake noney is the capital expenses,
4| the costs that they have, the capital expenses they have
5| when they have a rate case, those go into rate base,

6| correct?

7 A The capital costs are generally capitalized

8 | and becone part of the rate base, yes.

9 Q And then the utility has the opportunity to

10 earn a return on those capitalized assets, correct?

11 A That is correct.

12 MR. KRUPPENBACHER: Your Honor, | amgoing to
13 object that we are getting into rates of return, et
14 cetera, because that's beyond the direct.

15 THE COURT: Overruled. | think it fairly ties
16 into sonme of the testinony | heard with regard to
17 the public interest and cost to custoners and

18 I mpact on cust oners.

19 | BY MR MOYLE

20 Q And you were here when M. Durham said there
21| is a 10.7 internal rate of return. Are you aware that
22 | TECO s approved return is higher than that as we sit
23 | here today?

24 A | would have to -- you would have to clarify

25 | your question as to whether you are tal king about a
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1| return on equity or an internal rate of return.
2 Q Return on equity.
3 A Overall rate of return or return on equity?
4 Q Return on equity.
5 A Ckay. | don't know TECO s return on equity.
6| | would anticipate that it's probably in excess of 10.7,
7| but that is not a fair conparison between an interna
8| rate of return, which I would equate nore with an
9| overall rate of return as opposed to return on equity,
10 | and particularly, given the fact that the Cty has the
11| ability to borrow funds at very |ow interest rates,
12 | which gives them an advant age, because of the federal
13 | tax code, that also makes that an unfair conparison.
14 Q | ama history major, and talking to an
15| accountant, | think | amgoing to stop.
16 | have a coupl e ot her questions.
17 The firmyou are with, you prinmarily, over the
18 | years, have testified, at |least since you and |I have
19 | been talking with you being under oath, investor-owned
20 utilities, correct?
21 A Correct.
22 Q And the policy of the State of Florida with
23 | respect to energy, you would agree that that is nmade by
24| the Florida Legislature, correct?
25 A Yes.
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1 Q And that the Florida Public Service Comm ssion
2| sonetinmes is given rule-making authority and can
3| inplenment policy through rules, and rules would set
4| forth policy, correct?

5 A That is a nechanism yes.

6 Q And you woul d al so agree that comm ssi ons,

7 | when they have disputes, or when a conmm ssion has a

8 | dispute and the dispute is appeal ed, that decisional |aw
9| also can set forth energy policy, correct?

10 A Certainly the courts have a say into the

11 | statutes and how t he Comm ssion inplenents those

12 stat utes.

13 Q And the Conmi ssion is, indeed, subject to

14 rule-making, is it not?

15 A Yes, the PSC routinely engages in rul e-making.
16 MR, MOYLE: That's all | have, Your Honor.

17 THE COURT: Al right.

18 MR, KRUPPENBACHER: No further questions,

19 Judge.

20 THE COURT: Ckay. Commi ssioner Deason, thank

21 you, Sir.

22 (Wtness excused.)

23 THE COURT: You can advi se Conm ssioner Garcia
24 that he probably should be ready to expound in

25 various topics, because it will be a fair play
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1 opportunity, | think, for him
2 All right. So it's a few mnutes after noon.
3 MR, WHARTON: Can we do an hour and 15 |ike
4 yest er day?
5 THE COURT: Are you interested in |unch?
6 MR, MOYLE: Your Honor.
7 THE COURT: Yes, sir, M. Myle.
8 MR. MOYLE: | had a conversation with
9 M. Brown. | know -- | think he only has one nore
10 witness, and it's not supposed to be long, and |
11 think we will have an argunent about whether the
12 witness will be able to be called. So naybe we
13 coul d take, just a suggestion, take that, and then
14 Leesburg can start its case after lunch. | think
15 that would be the end of M. Brown's case.
16 MR. BROMWN: That's correct, Your Honor. W
17 just want to recall M. Wall for one brief topic.
18 THE COURT: Al right. Are you okay knocking
19 that out and then --
20 MR, VWHARTON:. Sure.
21 THE COURT: That sounds |like a great idea.
22 Al right, M. Wall.
23 M. Vall, | wll remnd you you are still
24 under oat h.
25 THE W TNESS:. Yes, sir.
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1 THE COURT: Pl ease be seat ed.

2 | \Whereupon,

3 RI CHARD FRANCI S WALL

4| was recalled as a witness, having been previously duly

5| sworn to speak the truth, the whole truth, and nothing

6| but the truth, was exam ned and testified as follows:

7 MR, VWHARTON: Judge, | alnost feel like |

8 don't need to fill in the details, now or |ater.

9 A recalled witness is a witness who has been
10 on the stand, and M. Wall and his | awer have been
11 tal ki ng about this testinony.

12 THE COURT: That's probably a good question

13 for you to ask on cross.

14 MR, VWHARTON: Ckay, later.

15 THE COURT: Al right. M. Brown.

16 DI RECT EXAM NATI ON

17 BY MR BROM:

18 Q M. WAll, there was sone testinony yesterday
19| fromM. Stout, he was asked a question about the energy
20 | conservation program Could you sinply explain how that
21| works to the Court?

22 A Yes. The energy conservation programis a

23 | program approved by the Florida Public Service

24 | Commssion. It is essentially a surcharge that is

25| applied to the nonthly bill to all residential and
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1| comrercial custoners. The surcharge is approxinately
2| between one cent to one-and-a-third cent per thermon a
3| nonthly basis therm based on a consuner's consunpti on.
4 The programis trued up annually with the
5| Public Service Comm ssion, and it's designed to enable
6 | custoners to nmaintain gas equi pnent, replace gas
7 | equipnent, and the overall rate party benefit from
8 | revenue | oss and hi gher operating expenses in the
9| future. It is not a capital charge.

10 Q And so would it be included in the capital
11 | cost of installing infrastructure in a devel opnent?

12 A No, it would not.

13 MR BROWN:. That's all | have. Thank you,
14 Sir

15 THE COURT: Al right. M. Warton.

16 CROSS EXAM NATI ON

17 BY MR WHARTON:

18 Q | amtrying to figure out the point of the
19 | testinony you just gave, M. Wall. Was it that that's
20 | why M. Stout didn't include that allowance on his

21| chart?

22 A My understanding was M. Stout was unable to
23 | describe whether it was or was not included in the

24 | construction charges that were capitali zed.

25 Q And it was not, correct?
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1 A It is not part of those costs.
2 Q Right. And that's -- well, et nme ask you a
3| question. Al the charges on M. Stout's chart that are
4| incurred by PGS are eventually paid by the ratepayers,
S| right?
6 A They ultimately end up in rate base, yes.
7 Q kay. Do you know how much PGS has paid to
8 | The Villages for the conservation charges you are
9| testifying about?
10 A | do not know that anount.
11 Q Does 1.4 mllion sound right?
12 A | have not seen the report or would have any
13 | total value indication of that.
14 MR, WHARTON: That's all.
15 THE COURT: Okay. M. Moyle.
16 CROSS EXAM NATI ON
17 BY MR MOYLE:
18 Q Those costs, they were costs that were paid,
19 | correct? | nean, we tal ked about this yesterday. PGS
20| wote a check to The Villages for sone anmpunt that you
21 | don't know?
22 A PGS collects a fee on the nonthly bills for
23 | energy conservation. |It's based on a calculation and a
24 | programthat's been existing over an extended period of
25| time. Those costs are then paid back to the consuners
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or the devel opers as they apply for the rebate.

Q Al

sharehol ders pay for those costs, or

right. And ultimately, do the Enera

I's that sonething
pai d by sharehol ders?

MR. BROMWN: bj ection, Your Honor.
THE COURT: Can you read that?
t he court read the

(Wher eupon, reporter

requested portion of the record.)

THE COURT: What's Enera?

MR. BROWN: The parent.

MR. MOYLE: The parent conpany.

THE COURT: The parent conpany?

MR MOYLE: | will cone at it another way.
THE COURT: Al right.

BY MR MOYLE:

Q Al

bel ow the |i ne,

right. Are you aware of the phraseol ogy,

above the line, in the regulatory world?
Yes.

Q And doesn't that designate above the line is
stuff that ratepayers pay and below the line is the
stuff that the sharehol ders or corporate interests pay?

A | do not believe it's a below the line item
It's a surcharge that's applied and paid by al
cust oners.

Q Ckay.

My question was, isn't below the |ine
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1| meaning corporate pay, paynent, or sharehol ders

2| typically when we are tal king about it?

3 A Yes.

4 MR. BROWN:  Your Honor, we are beyond the

5 scope of the questions just to explain the program
6 Now we are just --

7 THE COURT: Well, | think it's probably

8 getting a little into the weeds, but | amgoing to
9 give latitude. | have an open door and he can

10 answer .

11 MR, MOYLE: Thank you. And | amgoing to try
12 to extract nyself fromthose weeds.

13 BY MR MOYLE

14 Q At the end of the day, those paynents are

15| nonies that go and are paid by ratepayers for those

16 | appliances, correct?

17 A Yes. The noney is collected on a nonthly

18 | basis. It's a set calculation, it's trued up annually
19 | by the Public Service Conm ssion. And again, the noney
20| is collected fromthe ratepayers and then paid back to
21 | the ratepayers or the devel opers.

22 Q And the PSC rule with respect to territorial
23 | disputes for natural gas conpanies, it doesn't suggest,
24 | does it, that those conservation costs are not to be

25 | included when | ooking at the nunbers, there is nothing
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1 in the rules that says that, that you are aware of, is
2| there?
3 MR. BROAWN: bj ecti on.
4 THE COURT: | think that probably kind of goes
5 into nore of a legal conclusion that | will be
6 responsible for. M. Wall, as | recall, wasn't an
7 expert, and so that kind of crossing over into
8 | egal concl usions doesn't apply, and so | wll
9 sustain that objection.
10 MR, MOYLE: Maybe we will have a chance to
11 argue about this in the PRO
12 THE COURT: That you will.
13 MR BROMN: | can't imagine it.
14 MR, MOYLE: Thank you. That's all we would
15 have.
16 MR. BROAN:  Not hing further.
17 THE COURT: Al right. M. Wll, thank you.
18 THE WTNESS: Thank you.
19 (Wtness excused.)
20 VMR, VWHARTON: 1: 30, Your Honor?
21 THE COURT: Al right. So at that point, is
22 It correct that the Petitioner rests at this point?
23 MR. BROAWN: W do.
24 THE COURT: Al right. So we will cone back
25 and we will take up -- | don't recall what the
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1 order of presentation was going to be between

2 Leesburg and South -- Leesburg will go first?

3 All right. So 1:30 sounds fine, and we w |
4 reconvene then. Thank you.

5 (Lunch recess.)

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25
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