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1 PROCEEDI NGS
2 MR, MOYLE: We would call David D snmukes to
3 the stand, Your Honor.
4 THE COURT: Al right. M. Disnukes, raise
5 your right hand.
6 | Wereupon,
7 DAVI D DI SMUKES
8| was called as a witness, having been first duly sworn to
9| speak the truth, the whole truth, and nothing but the
10 truth, was exam ned and testified as foll ows:
11 THE W TNESS: Yes, sir.
12 THE COURT: Your full nane.
13 THE WTNESS: David E. Di snukes.
14 THE COURT: Al right be seated.
15 DI RECT EXAM NATI ON
16 BY MR MOYLE:
17 Q Wul d you pl ease state your nanme and busi ness
18 | address for the record?
19 A David E. D snukes, D-1-SMUK-E-S. Business
20 address is 5800 1 Perkins Place Drive, Suite 5F, Baton
21 Rouge, Loui siana 70838.
22 Q Who hired you to provide expert testinony in
23 | this case?
24 A City of Leesburg.
25 Q Wul d you tell the Court about where you are
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1| working now and in what capacity? And it nay be two
2| answers to that question.
3 A Yeah. So today |I'm appearing as a consultant.
4| I'"ma consulting econom st wwth the Acadia Consulting
5| Goup, it's a consulting firmthat specializes in
6| utility and energy matters, and we work all around the
7| country in about 27, 28 states, representing usually
8 | consuner interests, attorney generals, consumer
9| councils, other types of groups that represent
10 | custoners.
11 Q And you al so have another job, is that right?
12 A Yeah. |'malso a tenured faculty nenber at
13 | Louisiana State University. | wear a couple of
14 | different hats there. One of ny primry
15| responsibilities is running our center for energy
16 | studies, which is a energy-related research institute
17 | that was forned in the early 1990 -- early 1980's --
18 | excuse nme. | have a staff of about 40. | have about a
19 | two-to-four-mllion-dollar budget depending on what year
20 | and what grant projects we have going on. It's an
21 | interdisciplinary staff, it includes research associ ates
22 | and faculty nmenbers. There are also a nunber of
23 | different disciplines that includes things |ike College
24 | of Engineering, Economcs, a variety of other
25| disciplines. I'malso a full professor in the College
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1| of the Coast and Environnent in the Departnent of

2| Environnental Sciences where | teach courses on energy

3| and the environnent. | also supervise graduate

4 | students, Ph.D. dissertation and Ph.D. candi dates and

5| master's candi dat es.

6 Q Tell the Court about your educationa

7 | background.

8 A | hold MS. and Ph.D. degrees in Econom cs

9| fromFlorida State University.

10 Q And with respect to your professiona

11 | background, could you just narratively describe for the
12 | Court your professional background?

13 A Yes. |'ve been working in utilities and

14 | energy for the past 31 years as a professional

15| economist. | started ny career working in private

16 | consulting. | had an econom c consulting firmhere in
17 | Tall ahassee. | worked there for about four years or so.
18| | was on the Florida Public Service Conm ssion staff for
19 | about three years. | did a little private consulting

20 | for about a year between there and | eft Tall ahassee and
21| took a faculty position at LSU in 1995 and |'ve been

22 | there ever since.

23 Q And what did you do on the PSC staff for three
24 | years?

25 A A bunch of different things. | was primrily
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1| a nunber cruncher. | was an econonmist and | did a |ot
2 of our forecasting work, statistical analysis, when |
3| was on the Comm ssion | ooking at things |ike | oad
4 | forecast, natural demand to cap forecast, any kind of
5| information, economc forecast, anything that was
6| forecasting. | think in the early 1990's was a tine
7| period where | think Comm ssion started noving towards
8 | forecasting test years as a way -- as opposed to
9| historic test years and started a new initiative in

10 | finding staff that had sone kind of expertise in

11 | forecasting, and | got hired during that tinme period.
12 Q Have you testified as an expert before?

13 A Yes, | have. |'ve been -- |'ve been asked to
14 | testify, prefiled expert wtness testinony, or reports
15| for affidavits, close to 200 ti nes.

16 Q Have you never not been accepted as an expert
17 | in those situations you nentioned?

18 A No, sir.

19 MR. MOYLE: Your Honor, | would |like to tender
20 M. Disnukes as an expert in economcs, statistics
21 and regul atory policy.

22 MR. BROAN:  Your Honor, ny only objection was
23 I f he's never been tendered -- in his disclosure,
24 t here was not hi ng about econom cs or statistics.
25 And in his deposition, he gave no econonic or
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1 statistic -- they did talk about he would talk
2 about the econom cs of the dispute, but he's really
3 wasn't an expert on statistics.
4 THE COURT: Al right.
5 MR BROWMN: And | don't knowif he's going to
6 be getting -- how nuch he's going to be getting
7 into that, but --
8 MR, MOYLE: | thought we did tal k about
9 econom cs and di sclosed it.
10 MR. BROMN: He said he would tal k about the
11 econom cs -- or tal k about econom c and regul atory
12 issues -- | take that back. Statistics, | would
13 have an issue on.
14 THE COURT: Al right. I'mreviewng fromthe
15 prehearing stipulation description of M. D snukes'
16 testinony and it indicated he would offer opinion
17 testinony in economc and regulatory issues. [|'m
18 not so sure that statistics is so divergent from
19 econom cs that there would be considered different
20 things. It nmay be a good issue for cross if we do
21 get into sonething that's nore statistical than
22 econom ¢, but based on the description in the joint
23 prehearing stipulation -- and that's your objection
24 Is failure to disclose?
25 MR, BROMWN: Statistical.
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1 THE COURT: Al right. M. Warton, anything?
2 MR, VWHARTON: No.

3 THE COURT: Al right. 1'Il receive himas an
4 expert in economcs and regul atory policy

5 consistent with the description of the prehearing

6 st at enent.

7 BY MR MOYLE:

8 Q M. Disnmukes, what were you asked to do in

9| this case in the alleged territorial dispute between PGS

10 | and the City of Leesburg?

11 A | was asked to | ook at the disputed territory
12 | and to offer an opinion on who was a better-suited
13| utility, the Gty versus Peoples Gas, to provide
14 | services and the things that are questioned in this
15 | proceedi ng.

16 THE COURT: Can you bring that in? You're a
17 little bit soft-spoken and people in the back --
18 THE WTNESS: How is that?

19 MR, MOYLE: If you need to nove that chair,

20 you know, to be able to not have to spin your head
21 so much. Just make yourself confortable.

22 BY MR MOYLE:

23 Q So tell the Judge what you did, what steps did
24 | you undertake in your review?

25 A So the first thing | did was | ook at the
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1| statutes and the Conmi ssion's rules to see what types of
2| information are required or relevant to ascertaining

3| matters, territorial disputes. And so | |ooked at

4| what's being discussed in this proceedi ng already, the
5| Commission's rules relative to territorial disputes for
6| natural gas utilities and the issues that are identified
7| in that rule. There's kind of check -- | would argue

8| that in reviewing, this was kind of a checkli st

9| associated with the kinds of information that is

10 | supposed to be consi dered.

11 And what | did was go through each of those

12 | points and think about what kind of publicly-available
13| information is out there that would be inportant for the
14 | Comm ssion to reviewin terns of nmaking a decision with
15| regard to this particular issue. So |ooking at the

16 | capabilities of each area versus -- which is the first
17 | part in Subsection A and what kind of information is

18 | relevant towards maki ng a decision, what kind of

19 | enpirical information, what kind of statistics are

20 | relevant in | ooking at those kinds of questions and

21 | identifying those and providing sone charts and data on
22 | that and going through each of these points, and where
23 | there's publicly-available information, trying to

24| formulate a set of exhibits and anal yses that | think

25| should help informthe Commssion in terns of nmaking a
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1| decision on this.
2 Q And what |I'mgoing to do, | think, you have a
3| table of contents in your report. The first thing, the
4| summary of your opinion in the recomendations. At a
5| very, very high level, | don't want to be redundant on
6| it --
7 MR. MOYLE: | don't know if you prefer it in
8 t he begi nning or the end, Your Honor, wth respect
9 to the summary of opinion and recomendati ons,

10 but --

11 THE COURT: However you want to lay it out.

12 BY MR MOYLE:

13 Q Al right. Wy don't you give a sunmmary of

14 | your opinion and recommendati ons as an overview at this
15| point and then we'll wal k through that.

16 MR. BROMAN:  Your Honor, before he does that, a
17 coupl e of the sections he's channeling and

18 referring to M. MCee, and so | don't want himto
19 be a conduit for getting M. MGee's opinions in.
20 Those are in. So if he wants to just tal k about

21 what his conclusions are, that would be ny

22 objection, if he's going to get into --

23 THE COURT: Is this is a particular exhibit

24 nunber to look at? You may have said it.

25 MR. MOYLE: He has a report. [It's Exhibit No.
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1 9.
2 THE COURT: Al right.
3 MR. MOYLE: And ny plan, Your Honor, is to go
4 t hrough those exhibits attached to that. [I'l]
5 start with --
6 THE COURT: Yeah, just to the extent | think,
7 M. Brown, hear -- | want to hear your opinions.
8 To the extent that M. MGee nmay have provided
9 information, that's not what | want to hear.
10 THE WTNESS: Al right. Can | go ahead, M.
11 Moyl e?
12 MR, MOYLE: Yes.
13 THE WTNESS: So ny opinion is that the City
14 ought to be able to continue to serve the custoners
15 in the disputed area. | think they're just broadly
16 prepared -- there are sone benefits associated with
17 that from an econom cs and operational perspective.
18 | think generally froman econom cs
19 perspective, if you | ook at sonme of the big
20 pictures, statistics, there are sone benefits
21 associated with costs that | think proves to the
22 Cty relative to PGS
23 There are sone benefits associated with
24 finance that | think are beneficial to the Cty as
25 opposed to PGS. And if you look at rate trends and
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1 kind of conparative rates, there are certain
2 benefits associated with the Cty conpared to PGS.
3 Qperationally, and |I'm not tal ki ng about gas
4 operations, per se, but just kind of some other
5 factors that 1've |looked at in this, would be the
6 fact that there appear to be benefits associ ated
7 with the safety performance of the two entities,
8 And, again, |I'mrelying, Your Honor, on sone
9 of the analysis ny colleague M. MCee did in terns
10 of the |l eak performance pipeline replacenent |eak
11 trend anal yses that had been done, or avail able on
12 t he PHMSA dat a.
13 There are al so benefits, | think, in terms of
14 the Gty's ability to provide gas service and
15 havi ng redundant opportunities to provide gas
16 service through that system There are also sone
17 benefits associated with custoner choice. This is
18 an outcone that's been negotiated between a willing
19 buyer and willing seller in terns of the contract,
20 this PSA that they have, and those seemto be
21 benefits, as well. And so | think you can kind
22 | ook at the calculus, in terns of the checkli st,
23 |l eans in favor of the GCty.
24 BY MR MOYLE:
25 Q So let's go through the exhibits to your
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1 report, if we could. | think that will be a sonewhat

2| efficient way to wal k through the information in your

3| report by tal king about the exhibits. DED 1, map of The

4| Villages community devel opnent districts. Wat were you

5| doing here?

6 A So these are in the back of ny report after ny

7| resune. | start with one and continue on.

8 Before | do that, I do want to put sone

9 | context on these exhibits and how | devel oped them As
10 | mentioned earlier, these statistics and vari ous

11 | different anal yses | put together all cone from

12 | publicly-available information. |[|'ve listed those in

13| the report. GCenerally they cone fromthings |like U S
14 | Departnent of Energy. Sone of the denographic

15| information cones fromthe University of Florida,

16 | various different reports fromthe Public Service

17 | Comm ssion. And a variety of other types of public

18 | docunents are widely available. So there's nothing here
19 | generally, with the exception of maybe the map, that is
20 | confidential information.

21 The first thing | did was | ook at a map of The
22 | Villages devel opnent and that's provided --

23 Q Let ne just stop you. You said confidential
24| information. | think you neant that's everything that's
25| pubic information except the map, is that right?
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1 Yes.
2 Q Because the map's not confidential.
3 A kay. I'msorry. | didn't know that. So,
4| yeah. No. There's nothing here that's confidential.
5| It's all easily downl oadable, verifiable. And that was
6| part of ny goal was to create information that could be
7| easily checked and replicated.
8 Q So the first exhibit, DED- 1, is just sort of
9 | an overview of sonething you got off the internet for
10 | The Villages that attenpts to orient the finder of fact
11 as to the area, is that right?
12 A Yeah, this puts sone perspective in when | was
13 | preparing ny analysis and where The Vill ages has been
14 | and where it's kind of going and this disputed area that
15| is in question here in this proceeding.
16 Q s there anything el se that you take away from
17 | the map, Exhibit 17
18 A No, | think just, you know, broadly speaking
19 | that the pattern of gromh that you see in this area,
20| and it's been spoken about earlier in the hearing so |
21 won't bel abor it, has been noving sout hward and
22 | southeasterly from Ccal a and kind of noving its way
23 | down. Those are inportant trends to | ook at when you're
24 | thinking about lining up the areas and i nformati on about
25| the territorial dispute in this proceeding.
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1 Q Exhibit 2, behind you, |I'massunming it shows
2 | that southeastern novenent growth pattern, behind you,
3| the big map?
4 A Oh, I"'msorry. No, | don't think -- that one
5| does. Yeah. Yeah. |I'msorry. Thank you.
6 Q So, M. Disnukes, | just want to wal k
7 | through -- step through these exhibits. Wat is Exhibit
8| 2 and what is it attenpting to convey?
9 A So Subpart B of the Comm ssion's rule for
10 | natural gas utility territorial disputes talks about the
11 | Conmm ssion considering the nature of the disputed area
12 | and types of utilities seeking to serve at the degree of
13 | urbanization of the area, its proximty to other urban
14 | areas, and present reasonably foreseeable future
15| requirenents in those areas.
16 So | started to think about, you know, what
17| would be required in this area. A map is certainly a
18 | good thing. So | started with |ooking at a map of the
19 | area. The second big area that | thought woul d be
20 | inportant in ternms of understanding the disposition of
21| the area is looking at its custonmer and sal es base to
22 | see if there are any appreciable differences in custoner
23 | makeup of the two utilities and the use-per-custoner
24 | trends of the two utilities, and then how t hose | ooked
25| on a forward-going basis on both the business as usual,
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1| as well as kind of a territorial dispute customer

2 | question.

3 The first exhibit | did was -- in terns of

4| that data is DED-2 that | ooks at the sal e conposition,

5| custoner conposition of the two utilities, the two pie

6| charts. Cty of Leesburg is on the left. Peoples Gas
7| is on the right. And you can see that both are, froma

8 | pie chart perspective, are simlarly conparable.

9 | Potential custoners nake up a mpjority of that pie, the
10 | smaller shares of industrial and commerci al customers.
11| So if you look at the two custoners, two groups of
12 | utilities, they're pretty conparabl e of custoner
13 | conposition.

14 Q So on this one, it's conparable, is that your
15 | concl usi on?

16 A Yes, sir.

17 Q Okay. What does DED-3 reflect?

18 A So DED- 3, again, continues on with another

19 | analysis of usage trends. | focused primarily on

20 residential because it is 96, 97 percent of the overall
21| sales mix. So |l really focused primarily on those

22 | trends since they drive both systens. You'll see two
23 | charts here, one with a light bar, one with a darker

24| bar. The light bar is the City of Leesburg. The darKker
25| bar is Peoples. You can see the trends in
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1| use-per-custonmers. Those are the terns of use for each
2| custoner on a per-custoner basis, kind of your average
3 | annual use. And you see those trends have been going
4| down for both utilities. The Gty is alittle |ower
5| use-per-custoner basis than Peoples. They're both kind
6 | of seeing these downward trends. That's not uncommon in
7| gas industry these days given the increased efficiency
8 | activities, applying standard changes, technol ogi cal
9 | changes that are seen in the industry. So they nove

10 | down use-per-customer and efficiencies at the end-use
11 | level and residential |evel.

12 |'"ve also just kind of dash-lined the breaks
13| that historical trend and forecast. The Comm ssion's
14 | rule tal ks about not only trends, but the forecast of
15 | where these areas should be in the future and where

16 | they're anticipated to be in the future. So |I've

17 | devel oped two forecasts on the use-per-custoner basis
18 | for the Cty and Peoples with and w thout disputed areas
19 | and those custoners. And those are sinply, you know,
20 | the projections based on 14,000 custoners in that area
21 | times kind of understanding, anticipating

22 | use-per-custoner in those areas.

23 Q And what concl usion does the Exhibit 3 | ead
24 | you to?

25 A They're both rel atively conparabl e.
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1| Use-per-custonmer is following simlar trends for both.
2| CGty's alittle lower. There's nothing in this chart
3| that would make ne think they'd be creating any
4| challenges in termof the Cty of Leesburg providing
5| any -- to provide service in this area that creates any
6 | kind of uneconom c conplication, or any other kinds of
7 | problens associated with devel opnent and infrastructure
8| for this area. But the sanme would be true for Peopl es.
9| They're both relatively close. They have simlar

10 | situated usage trends. So it's a bit of a kind of even
11 | match in the category.

12 Q Al right. Let's talk about DED-4, titled

13 | sales forecast conparison.

14 A Right. So we nove from ki nd of custoner

15 | conposition, use-per-custoner. This |ast section, |

16 | would say, that's in the overall usage trends anal ysis
17| is looking at the total use, that is the total

18 | decatherns or MCS or MJTU s of volunetric sales that

19 | have been made on Peopl es system as well as Leesburg.
20| This is looking both at a historic and a projected

21 | basis. |'ve |looked at -- you' ve got about two rows

22 | under Peoples Gas and two rows under -- two bl ocks of
23 | rows under Leesburg, as well. And those are | ooking at
24 | the sales trends in the historic period and then the
25| sales with disputed area, and then those trends w t hout
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1| disputed area.
2 So you can see the relative inpact that those
3| sales would have on the overall systens of the two
4| wutilities. You can see that for Peoples Gas those --
5| without the disputed area, their sales have been falling
6| relatively low This is a five-year average. Both
7| trend -- you see those have been trendi ng dowmwards at a
8| pretty high rate. That would -- if Peoples Gas woul d be
9| serving these areas that are in dispute, that would help
10 | danpen -- tanp down on sone of that decreasing use on a
11 | total system basis.
12 However, for the Gty -- for the City you can
13 | see that without the bottom w thout the disputed area,
14 | they're also seeing declining trends, not quite as
15| rapidly as Peoples, but still pretty neaningful, but you
16 | would see significant growth over that tine period, not
17 | al ways swappi ng out the decreasing, but actually
18 | increasing over tinme if you woul d add those custoners.
19| So this is a big growth opportunity for the City itself
20| and it would substantially increase the sales for
21 | custoners in this area.
22 Q The next exhibit, DED- 5, popul ations of Lake
23 | and Sunter Counti es.
24 A Ri ght .
25 Q What is that and why did you do it?
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1 A Yeah. So the next set of exhibits that | did
2| were to |l ook at socioeconom c and trends and forecasts.
3| Again, to primarily kind of |ook at where the potenti al
4 | custoner differences may be. These are trends that
5| often drive usage. So | thought they woul d be rel evant
6| in ternms of |ooking at the disputed areas and ki nd of
7| relative differences between the two utilities. So |'ve
8 | | ooked at about three primary big issues here,

9 | popul ation, population growh, household size and

10 | incone.

11 Q So, just to be clear, that's five, six and

12 | seven?

13 A Five, six and seven and eight. Five and six
14 | look at -- five is actually just a cross-section of the
15| population trends and kind of -- |'ve got kind of a

16 | three-area breakout here. Looking at Sunter County,

17 | Lake County, where the Cty is located, and then all the
18 | counties collectively associated with PGS and where they
19 | serve.

20 You can see the nedian is around 350, 000 per
21 | county for the counties that are served collectively by
22 | Peoples Gas. That's pretty conparable to the nunber for
23 | Lake County, but it certainly is substantially |arger

24 | for Sunmter County, and I'Il talk about that a little bit
25| nore later. A lot of that, I think, has to do with kind
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1| of the density of people in that area right now But
2 there are sone differences there. Again, | don't see
3| anything that would be neaningfully changed, 1 think,
4| the Gty's ability to serve these custoners fromthese
5| trends, but they are worth noting that it is a small --
6| it is a smaller county.
7 DED-6 is kind of acconpanying that. And,
8| again, what | tried to do here is |look at the trends
9| plus the projections per rule designation, and | | ooked
10 | at population trends for those sane three areas that
11 | have been provided by the University of Florida. You
12 | can kind of see where the expected growh is for those
13 | areas on a percentage basis. And you see while Sunter
14 | is smaller, it is one that's anticipated to see
15| significant growh in the future relative to those
16 | collective counties that, the conpany's -- the Peoples
17| Gas I'lIl generally refer to as the conpany's
18 | custoners -- and Lake County, as well.
19 Q You trailed off on the end there.
20 A |"'msorry. Lake County, as well.
21 Q And this is an information itemin terms of
22 | just showi ng the population. It's not a
23 | conpare-contrast with respect to --
24 A VWll, there is in the sense that you | ook at
25| collectively Peoples and -- versus Lake and Sunter
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1| County and the area in dispute in Sunter County and Lake
2| County where the Gty currently serves in Peoples. You
3| can see that Peoples in Lake County are sonewhat kind of
4 | conparable, but you have a faster growmh rate with
5| regards to the area that -- to the county that has the
6 | disputed area.

7 Q Al right. Let's talk DED- 8.

8 A DED -- no, let's talk -- I"'msorry. | think

9 | we skipped DED 7.

10 Q W ski pped seven. Thank you.

11 THE COURT: He'd like to tal k about sonething
12 el se.

13 BY MR MOYLE:

14 Q Let's tal k about seven.

15 A Sorry.

16 THE COURT: |I'mvery good at picking up

17 subtleties. It's a gift.

18 THE WTNESS: So, again, |'ve kind of broken
19 out the areas into Lake, Sunter, and Peoples

20 counties and you can see that, again, Lake and

21 Peopl es are sonmewhat simlar, relatively conparable
22 percentages in two-person households. So if you

23 | ook at this, you | ook at the percent of one-person
24 househol ds, two-person househol ds, three-persons

25 househol ds or four, you can see that the pie is

Premier Reporting Reported by: Dana Reeves



6/26/2019 Peoples Gas Systems

Hearing proceedings before: Judge Early - Volume 6 741
1 heavily skewed in Sunter County towards those
2 t wo- per son househol ds, snmaller than the average
3 that we see in the other two pies.

4 BY MR MOYLE:

5 Q Exhi bit 8.

6 A Exhibit 8 is |ooking at inconme distribution,
7| again, for these three areas. And you see relative

8 | conparable trends that we discussed earlier on the

9 | denographics. Alittle bit different because the sizes
10| are a little bit larger for the counties, but you can
11 | see those breakouts are actually sonewhat conparabl e.
12 There i s census-designated i nformati on on

13 | household data that cones from-- that you can coll ect
14 | and | ook at over this kind of four-year period for The
15| Villages because it is CDP, so | did include that in the
16 | last colum so that you could |ook at the distribution
17 | and the Conm ssion could have a feel for the

18 distribution kind of in those areas, too.

19 THE COURT: \What is CDP?

20 THE WTNESS: Census designated place. And
21 this is -- one of the things to keep in m nd about
22 this is that -- and you can see the distribution
23 actually on the chart in eight. One thing to keep
24 inmndis The Villages as a CDP is one of the --
25 has been historically one of the fastest-grow ng
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1 CDP's in the country for many, many years, | think
2 down to around ten, but for many years | think it
3 was around one or two. |It's one of the fastest
4 growng areas. So while it is small in that area,
5 it is certainly rapidly growing. And, again, you
6 can see those kind of cluster. And those bars are
7 all kind of generally famliar -- generally simlar
8 in the incone tab there.

9 So, again, you know, the take-away on all of
10 this that | don't see any big differences between
11 the two that would send off any alarnms in terns of
12 the ability to serve or that m ght have
13 inplications for the changes in usage trends on an
14 ongoi ng basi s.

15 BY MR MOYLE:

16 Q Wth respect to the growth you tal ked about in
17 | Sunter, do you notice that in any way related to The

18 | Vill ages devel opnent s?

19 A Right. | think that The Villages have a | ot
20| to dowithit. The CDPis for The Villages and that's
21| why it's rapidly growing. Those devel opnents are very
22 | successful and just selling relatively quickly. People
23| are noving into those areas. It's a very popul ar place
24 | to be.

25 Q What ' s Exhibit 9?
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1 A So one of the other areas that has been
2 identified in the Coomssion's ruleis -- it's about

3| kind of switching gears out of kind of characterization
41 in the area -- well, actually, we're still in an area.

5| One of the explicit requirenents in here is al so degree
6 | of urbanization and so there are neasures that the

7 | census has on the urbanization.

8 So I was | ooking at a neasure that mght help
9] with these rules. And so you've got distribution of

10 | counties here and | ooking at themin terns of where they
11| stand relative to the statew de averages, and you can

12 | see that the percentages of Sunter and Lake County are a
13| little bit lowin terns of being nore rural or |ess

14 | urban than Peoples. So Peoples is a little bit above

15| average in terns of the degree of urbanization and the
16 | other two counties are little bit below that. Another
17 | thing, though, | think is inportant to keep in mnd that

18 | was highlighted in M. MGCee's report --

19 MR. BROWN:  Your Honor, he's tal king about M.
20 McGee's report here. They're trying to bring that
21 in.

22 THE COURT: Well, it sounds as though he's

23 beginning to -- getting a little afield. So if you
24 could let it be your --

25 THE WTNESS: Ckay. Fine.
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1 THE COURT: So I'll sustain.
2 BY MR MOYLE:
3 Q So continue with your answer with respect to
4 | urbani zation. You know, don't -- M. MCee said
5| sonething about that, just keep noving past what M.
6| MGCee said, but just talk about urbanization and what
7 | your analysis showed in that respect, if you woul d.
8 MR, BROWN:  Your Honor, again, | think he's
9 just quoting M. MCee's anal ysis.
10 MR MOYLE: Well, I'"'mnot -- |'mworking off
11 the exhibits. | don't know --
12 THE COURT: | think he's just asking -- you
13 prepared these exhibits?
14 THE WTNESS:. Yes, | did. This is ny
15 anal ysi s.
16 THE COURT: | think you can ask himon cross
17 where he derived this information from
18 | BY MR MOYLE
19 Q You can answer. The question is urbanization.
20| It's acriteria in the rule. Wat did you do with
21 | respect to anal yzi ng urbani zati on and what concl usi ons,
22| if any, did you reach with respect to The Vill ages,
23 | vis-a-vis, Leesburg?
24 A Wiile there -- while this area is nore rural
25| than it is urban, there are huge differences here that
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1| again would create concern. | would say from an
2 | energy-usage perspective, it would make it difficult for
3| the Gty to serve these custoners in question in these
4| rural areas.
5 Q In the rule or with respect to the area in
6 | dispute, do you have an understanding the area that
7| that's -- The Villages as an urban area, do you not?
8 A It is.
9 MR, BROWN: Leadi ng.
10 THE COURT: Overrul ed.
11 THE WTNESS: And | think increasingly as
12 time -- as tine progresses, the way the census
13 | ooks at urban areas wll |ikely nmake Sunter County
14 i ncreasingly nore and nore urban because it's
15 clusters of -- it's usually areas that's 50,000 and
16 greater, but include concentrated clusters in the
17 10-to0-50, 000 range and as these areas start to get
18 cl oser together and nore dense, you're going to
19 start seeing those statistics start to nove nore
20 towards the urban-type configuration than a rural
21 type of configuration.
22 And if you |l ook right now, from ny
23 under st andi ng, though, the conpany's -- not
24 conpany's, but the City's gas systemitself it's ny
25 understanding that the -- | ook at the density of
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1 service lines or the |ines that connect custoner
2 relative to the nunber of nmains, the actual density
3 of that systemis higher for the Gty than it
4 actually is for all of PGS service territories and
5 | think there's sonething like 25 mains -- 25
6 service lines per mle of main for conpany and
7 somewhere around 45, 48 service lines per mle of
8 main for the City of Leesburg. So while these
9 overal |l broad graphic trends may suggest one thing,
10 you | ook at the nature of the two systens, there's
11 certainly a lot nore service lines per mle of nmain
12 for the Gty there than there is for conpany's.
13 BY MR MOYLE:
14 Q Al right. And is that in terns of your
15| analysis benefit the Gty or PGS?
16 A | think if you ook at it fromthe gas
17 | distribution system perspective, there is a benefit
18 | there. The denbgraphics are certainly a little bit
19 | different broadly, but when you ook at it fromthe
20 | conpany's -- fromthe City's existing gas system it's
21 | pretty -- it has sone differences relative to the
22 | population that I think with both tie themto the
23 | Comm ssi on.
24 Q Exhibit 10, looks to be a credit rating --
25 MR. BROWN: bj ection, Your Honor. W have
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1 stipulated in our pre-suit stip that issues the
2 cost of capital and anortization and depreciation
3 are not applicable to this dispute.
4 THE COURT: All right. How does this apply,
5 M. Myle, as sonething other than one of those
6 t opi cs?
7 MR, MOYLE: Well, you may have --
8 THE COURT: The credit rating --
9 MR. MOYLE: -- well I think one of the
10 criteria in the rule relates to analysis of
11 financial capabilities, and so | think that was
12 related to that. So the financial capabilities are
13 beyond just your capital cost. There is -- there
14 I's, you know, a variety of areas arguably with
15 respect to financial abilities.
16 THE COURT: \Where is that in the prehearing
17 stip?
18 MR. BROAWN: On Page 11, Your Honor, Section F,
19 t he 5t h.
20 MR MOYLE: And | --
21 THE COURT: How do bond ratings affect
22 sonet hi ng other than capital and anortization and
23 depreci ati on?
24 MR, MOYLE: Well, | would think in ternms of,
25 you know, the ability of the Gty to be a good
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1 provi der, you know. Wo was it -- Detroit filed

2 bankruptcy --

3 THE COURT: I'Il sustain the objection.

4 That's not going to -- this is case is going to

5 live and die in fact that that's not a -- if that's

6 not an issue, then it's probably going to be a

7 problemfor -- if it's going to make an adverse

8 ruling onit. I'mnot favorable to either party if

9 it's not an issue. So that's the situation and

10 it's not anything for nme to consider.

11 MR MOYLE: And | --

12 THE COURT: We'll nove beyond 10.

13 MR, MOYLE: What is 117

14 MR. BROMWN: Sane thing, Your Honor. |If we go
15 to the report, the issue, the topic of financial

16 capabilities includes DED 10, DED 11 and those two,
17 10 and 11.

18 THE COURT: Well, this goes into -- | nean, |
19 agree with the debt service and the capital

20 contribution. It does have sone operating revenue.
21 | nean, there's fairly limted information that |
22 think doesn't fall within that stipulation and |'1|
23 listen to that, but | don't need to know about

24 the -- any issues that would be subsunmed into the
25 stipulation. It looks like that top line is
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1 probably fair gane, the top cluster.
2 MR MOYLE: Wen | entered into the
3 stipulation, I thought | was taking care of the
4 ninety mllion dollars as a capital cost. Wll,
5 anyway - -
6 BY MR MOYLE:
7 Q Go ahead, M. Disnukes, if you just tell the
8 | Judge, if you would, what this is depicting, but don't
9| get into the bond issues.
10 A Yeah, | can't say anything -- anything w thout
11 t hat .
12 Q The operating revenues --
13 A Yeah, there they are. They speak for
14 | thenselves. | can't say anynore than that.
15 Q Ckay. How about the next exhibit, 127
16 A So the next area gets into issues related to
17 | the Conmi ssion's requirenents for |ooking at costs.
18 | Part C broadly states, the cost of each utility to
19 | provide natural gas service to disputed area presently
20 and in the future, which includes but is not limted to,
21| and it has an item zed |list of nine different things.
22 So the first thing | started off wth was
23 | looking at rates for the respective utilities as a broad
24 | measure, kind of costs. Wen you think of utilities as
25 | being cost-of-service regulated, then rates and prices

Premier Reporting Reported by: Dana Reeves



6/26/2019 Peoples Gas Systems
Hearing proceedings before: Judge Early - Volume 6 750

1| reflect costs. So what are the big picture trends in

2| terns of rates with respective utilities and where

3| they've been over tine and how do the two utilities

4 | conpare.

5 So there are a nunber of exhibits -- a nunber
6 | of pages with exhibits, but Exhibit 12, look it in

7| conparison with Gty of Leesburg, just in general, so

8 | that the Conmm ssion can get a feel for how Leesburg

9| stacks up relative to other nunicipal utilities, and

10 | there's a chart of that on page two. It gives you a

11| feel for the fact that the City of Leesburg, relative to
12 | other nunicipal utilities as a | owcost provider, and

13| has historically been a pretty | ow cost provider, if you
14 | | ook at the trends on page three.

15 So page one gives you kind of the

16 | cross-section in terns of the actual nunbers for each of
17| the cities on a cost-per-MM basis. The second page

18 | gives you a cross-section for the years 2017 to see

19 where that neasurenent is.

20 THE COURT: \What page?

21 THE WTNESS: Two. And then page three, if

22 you're kind of interpreting these, it just |ooks at
23 that tine trend based on the City as the light bar,
24 and then everybody else is averaged up so you can
25 get themall in one graph, and you see where they
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1 stand relative to those other nunicipal utilities.
2 BY MR MOYLE:

3 Q So what are these exhibits show ng? What is
4| the bottomline of these exhibits?

5 A Bottomline of these is that Cty has been,

6| particularly in the last three years, a relatively

7| rate-conpetitive utility conpared to other nunicipals in
8 | the area.

9 Q And then with respect to a conparison of that
10 to PGS, did you engage in that? And, if so, what did

11 | you find?

12 A Yeah. So that is provided on the next chart
13| on DED-13, and it conpares the Cty of Leesburg relative
14| to the investor-owned natural gas utilities in Florida.
15| And you can see that they conpare pretty favorably.

16 | They're, again, three pages here. The first gives you
17 | the actual core data ranking at the bottom And the

18 | second page conpares Leesburg to all of the

19 | investor-owned utilities and you can see, particularly
20 | over the last several years from'14 forward, that |ight
21 bar has been trendi ng down, whereas the darker bar has
22| been trending flat toup a little bit, particularly in
23| the last two years. So that differential between the
24 | city and investor-owned utilities broadly is getting

25| wder.
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1 And then the | ast page of that, page three,

2| the light bar again is the Cty of Leesburg. The dark

3| bar is Peoples. This is just isolated to Peoples. And
4| you can see a conparable trend, particularly in those

5| last three years and the kind of separation of the two

6| rate trends.

7 Q So, with respect to the conclusion, would this
8 | be one that favors ny client?

9 A This is sonething that woul d, obviously I

10 | nmentioned earlier in the sunmary of ny recomendati ons,

11| | think leans in favor of the Gty relative to serving
12 | its existing custoners in the disputed area.

13 Q What's the next exhibit?

14 A The next exhibit, again the Comnm ssion's rules
15| ask for -- | think it's actual as well as projected

16 | information, so I've tried to extrapolate a trend and to

17 | see the trends have been kind of upwards for the

18 | investor for Peoples, as well as downward for the | ast
19 | several years for Peoples -- for the Cty. And so |

20 | would anticipate these trends to continue, particularly
21 | based on other factors that | know about that are going
22 | on in the utility industry and sone di scussions that

23| I've had wwth the Cty. | anticipate we'll continue to
24 | see conparable trends like that.

25 Q And that's 14 that you're tal king about?
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1 A Yes, sir.
2 Q All right. And the take-away there is these
3| are trends line that you --
4 A Right. The take-away on this is if you | ook
5| specifically at the City relative to Peoples Gas, it has
6| very -- it's very good rates and is anticipated to
7| continue in a very good rate relative to Peopl es.
8 Q So is that one that favors ny client?
9 A It is one that | think advantages the City in
10 | this determ nation.
11 Q How about the next exhibit? It's No. 15, net
12 | distribution plant. Wat is that and why did you | ook
13| at that?
14 A Yeah. So, the Commi ssion's rule starts off
15| with kind of just broad cost of service. | thought it
16 | would be inportant to start with the aggregate rates.
17 | And then the next thing | wanted to do was try to go
18 | through and | ook at sone of these individual costs
19 | overall.
20 When | look at this rule, and as | interpret
21 | what the Commission is looking at, | think it's probably
22| an inportant distinction to keep in mnd, is there's
23 | kind of two costs that need to be considered when we're
24 | | ooking at an issue like this and, | guess, what are
25| distinguishing it from And that is, what are the
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1| enbedded costs associated with essentially providing
2 service. That is, what are the costs that are on the
3 | books right now and how are they kind of translated into
4| rates.
5 And the other thing is, what are the
6| increnmental costs of serving a particular area. | think
7| alot of this gets at that increnmental cost.
8 And in doing ny analysis, there weren't a | ot
9 | of publicly-available increnmental costs on, you know,
10 | what is the incremental cost of a new footer, mmin.
11 What is the increnental cost of a new service |ine, et
12 cetera, et cetera. But | did have sone infornmation on
13 | kind of the enbedded costs, the costs that are on the
14 | books between the two, and these showed rel ati onshi ps
15| that | think are really close.
16 |"ve item zed these out for the plant service
17 | for the respective types of categories that are item zed
18 | in the Subparts 1 to -- many of themare in there, not
19 | all of themare, fromone to nine. And | was trying to
20 | get as close to possible to nmany of these issues that
21| are here and identify, particularly five through eight.
22 You see the breakouts between mains and you
23 | can divide that by custonmer. So you've got the Gty of
24 | Leesburg about six mllion dollars in main investnent
25| costs right now on the books. That's about $500 -- $556
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1| per custoner, whereas Peoples Gas is a little bit

2 hi gher, 1,300. You can | ook at the cost for services.

3| Again, the Gty's enbedded costs run a little |ower than

4| the conpany's. Metering cost, ongoing.

5 So on a per-custoner-basis are a little | ower

6| for the Gty than they are for the conpany. The sane is

7| true for regulators, for neasuring stations. And for

8 | other equipnent, it's higher. It's 29. That's a

9| relatively smaller category though, that's the only way
10 | to cost basis that isn't really going to shift the

11 | overall average of these nunbers in a big way.

12 Q So what was your conclusion and who does it

13| favor?

14 A Vell, in this instance, at |east those costs
15| that are on the books, are |ower on a per-custoner basis
16 | for the Cty than for Peoples Gas.

17 Q So that would favor thenf

18 A Yes.

19 MR, MOYLE: Al right, Your Honor -- you

20 are -- been living in Louisiana and your cadence is
21 qui ck. Are you okay, court reporter?

22 THE COURT: As long as she's okay. |[|'ve told
23 people this before, | can not really be in the room
24 as long as she is. This hearing ought to turn out
25 t he sane.
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1 (Laughter.)
2 BY MR MOYLE:
3 Q Al right. M. D snukes, what's the next
4 | exhibit denonstrating?
5 A So the next one is | did have sone limted
6 | amount of cost information to | ook at these increnenta
7| costs. | was provided sone information by the Gty and
8 | there was sone provided -- information provided early on
91 in the deposition of M. Stout. He provided testinony
10 | earlier in this proceeding, and |I tried to conpare those
11| two costs on an increnmental cost basis for nore recent
12 | construction projects. The cost on nains on a per-foot
13 | basis is about $7.28 for the City versus 8.44 for
14 | Peoples Gas on nains. So it benefits the Gty relative
15| to Peoples Gas on this particular issue. On service
16 | lines, the service |lines per custoner are a little
17 | higher for the Gty than they are for Peoples Gas. And
18 | the netering costs are lower for the Cty than Peopl es
19 Gas.
20 Q So did you reach a conclusion with respect to
21| how this category cones out and who it benefits?
22 A Again, this is generally favorable to the Cty
23| with the exception of perhaps the service |line cost.
24| 1t's ny understanding that those probably are a little
25 | higher because the Gty has historically put in, until
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1| nost recently, a lot of steel pipe as opposed to PE and
2| plastic pipes, so that probably has a lot to do with the
3| differences in the cost. |It's ny understanding on a
4 | forward-going basis they' re going to be noving forward
5| closer to plastic so they should be driving that
6| increnental average down.

7 Q All right. And Exhibit No. 17, what is that

8| exhibit?

9 A So 17 was the last thing that | |ooked at and
10 | they were custoner service performance netrics. There
11| really isn't a lot of information here. | do this to
12| try to be nore conplete. |In this instance, both
13| utilities have prepared good custoner perfornance.

14 | Peopl es has very good performance relative to its peers.
15| | can't conpare this to nunicipal utilities, because

16 | nmunicipal utilities, as we've heard earlier, are not

17 | requl ated by the Conm ssion, particularly with regards
18 | to custonmer service on that for natural gas. And so

19 | they're conparable statistics here to really | ook at

20 that, but it is worth noting the fairness, that the

21 | conpany is relatively good in terns of service quality.
22 However, | still would say that just based on
23 | ny experience and discussion with the City, there is a
24| lot of -- because it is a snaller system there's a | ot
25 | of custoner responsiveness at a nore |local level. |
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1| think you heard sone testinony earlier that | won't

2 | Dbel abor that --

3 MR BROMN: | think you' re getting into stuff

4 M. Garcia covered already.

5 THE COURT: Sounds |like you're about to wap

6 up.

7 THE WTNESS: | am

8 THE COURT: Wiy don't you just finish it.

9 THE WTNESS: And | -- but, yeah, | would just
10 say it's close because there's a lot nore locality
11 and | think nore local to sonme of its custoner
12 service there that the Cty provides relative to
13 t he conmpany.

14 BY MR MOYLE:

15 Q And with respect to the information you tal ked
16 | about, that's in your report, nost of it?

17 A Yeah. So the report really, in terns of the
18 | text, just outlines and di scusses and expl ains these

19 | exhibits, nmuch like |'ve been doing up here right now.
20 Q Okay. Did your report in any way tal k about
21 | environnental aspects of natural gas usage? And, if so,
22 | what is your viewwth respect to environnental issues
23| related to natural gas?

24 A | did briefly. | nean, the conpany provides
25| energy efficiency services per Conmssion rules. So
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1| they do have offerings, |I think that has been di scussed
2 earlier, in terns of sone of the rebates for devel opers.
3| The City also is supporting nore natural gas use. |
4| think the big take-away | would say in all of this is
5| that the concern | would have froma territorial dispute
6 | perspective is the large potential that if the Gty is
7| not allowed to continue to serve these custoners, there
8| is a high probability they would fuel switch back to
9| electricity, and I don't think that would be a positive

10 | net or efficiency outconme, given the kind of efficiency
11 | gains associated with gas relative to electricity.

12 MR MOYLE: Can | have a m nute, Your Honor?
13 THE COURT: Yes, sir.

14 MR, MOYLE: Your Honor, |1'd |ike to nove the
15 exhibit in, the Cty Exhibit 9, if it's not already
16 i n.

17 THE COURT: [It's not. M. Brown.

18 MR BROMN: | object. |It's hearsay. | think
19 we tal ked about this earlier, but I'll renew ny

20 obj ecti on.

21 THE COURT: Al right. M. Warton?

22 MR, WHARTON: No. No objection.

23 THE COURT: The report standi ng al one woul d be
24 hearsay, but we've got the witness right here who's
25 just testified as to the itens init. He's
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1 i ndi cated his testinony, essentially, adopted his

2 testinony, his report. So it's probably best for

3 dealing on cross. So overrule the objection. |

4 wi Il receive Leesburg Exhibit 9 and all

S) attachnment s.

6 (Whereupon, City of Leesburg Exhibit No. 9 was

7| entered into evidence.)

8 MR, MOYLE: | have no further questions of

9 this wtness.

10 THE COURT: M. Warton.

11 MR, VWHARTON: No questi ons.

12 THE COURT: M. Brown.

13 CROSS EXAM NATI ON

14 BY MR BROWWN:

15 Q Good afternoon, sir.

16 A Good afternoon.

17 Q Good to see you again. Let me just reiterate,
18 | we've been tal king about this earlier, but you are here
19 | as a policy expert?

20 A Economi cs and policy. Yes, sir.

21 Q So you're offering your opinions as what the
22| policy should be in this case?

23 A | am offering nmy opinions on the econonic

24 | information that supports or helps informthe Conmm ssion
25| relative to its rules, which thenselves are the policies
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1| for evaluating territorial disputes.
2 Q Let ne start by just briefly addressing the
3| projected gas usage and nmake sure | have this right.
4| You believe that fromthe years 2017 to 2022, Leesburg
5| is going to have to obtain 49 percent nore gas than it
6| was providing in 2017, correct?
7 A That's correct.
8 Q Al right. Wat | want to do is do it a
9] little differently. | want to just go through your
10 | report and we can kind of incorporate the various
11 | exhibits as we go.
12 A Ckay.
13 Q So let's go to page eight of your report, and
14| this is the section on custoner simlarities, and let's
15| actually go to Paragraph 30 in your report -- well, let
16 | me back up. Section B, custoner and sales simlarities
17 | covers DED-2, DED- 3, DED-4, correct?
18 A Yes, sir.
19 Q Al right. And if we go to Paragraph 30 of
20 | that report, which is where you had one of your
21 | conclusions, on Page 10, you say that the probability
22 | that stranded under-utilized -- or unecononic
23| infrastructure wll arise if the disputed area is served
24| by the Gty as opposed to PGS is snall. So there's
25| really no difference there, correct?
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1 A Correct.
2 Q And if we go to the next paragraph on 31, this
3| significant growh will nmake it unlikely that any
4 | uneconom c duplication of facilities or stranded natural
5| gas utility investnent will arise in the disputed area.
6 | That woul d be true whet her Peoples serves it or if
7| Leesburg serves it, correct?
8 A Yes, sir.
9 Q Al right. W're going to conme back to
10 | stranded investnment in a mnute. Let's go nowto
11 Section C, socioeconomc trends and forecast. And that
12 | includes DED 5 and 6 and 7 and 8.
13 A Correct.
14 Q All right. And if we get to that, sone of
15 | your conclusions in that section -- let's go to
16 | Paragraph 46 -- I'msorry. Let's go back to 42, a
17 | little further up on page 14, and it tal ks about the
18 | continued growh in the disputed area will ensure the
19| CGty's current custoners, as well as those associ ated
20| with the future devel opnent in the disputed area, w ||
21 | be protected fromany uneconom c or inefficient
22 I nvestnent. That would be true if Peoples served, as
23| well as Leesburg, correct?
24 A Correct.
25 Q And if we go to 42 -- I'msorry. | just did
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1 42.
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13
14
15

16

18

19 | deali
20 over

21 5 --

22 | ther

24 | Peopl

25

4| the Gty to provide natural gas service to the disputed

9| we're skipping financial capabilities because of our

11 | conparison. And you've done this --

17| BY MR BROM:

23| for The Villages' devel opnents are all paying the

If we go to Paragraph 49, and where you tal k about
onclusion, the last sentence, thus the public

est is estimated to be better served by all ow ng

as opposed to PGS. That would also be true if PGS
erving in the area?
A Correct. They're relatively close.

Q kay. So, so far -- all right. And then

lation. So let us go to Section 5, the rate

THE COURT: And it's not financial. That's
pretty broad. It's capital anortization
depreciation that's the subject of the stipulation.

MR. BROWN:  Yeah, | understand.

THE COURT: Ckay.

Q And that really covered Exhibits 10 and 11

ng with MUNI's and all that. So I'mgoing to skip
that. And then we get to rate conparison Section
|l et me go back. Yeah, let's go to that, Section 5,

ate conparison. Now, in this case, the custoners

es rates?

A That's correct.
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1 Q And so whether the City's got a better rate or
2| Peoples got a better rate doesn't matter because they're
3| all paying the Peoples rate?

4 A The Peoples rate will be paid by The Vill ages'

5| custoners, yes, sir.

6 Q They' re not going to be paying the Leesburg,

7| rate?

8 A That's right.

9 Q So regardl ess of which rate you feel is better
10 | doesn't really have any application to this particul ar
11 | case because we know that there -- they don't have a
12 | choice to be paying the Leesburg rate under either
13 | scenario?

14 MR, MOYLE: I1'mgoing to object to the extent
15 it calls for a | egal concl usion.

16 THE COURT: Overrul ed.

17 THE WTNESS:. Yes. The Villages custoners
18 will be paying PGS rate.

19 BY MR BROWN:

20 Q So all of this Section 5 about all the rate
21| conparison is really irrelevant to this dispute, would
22 | you agree?

23 MR. MOYLE: Sane objection.

24 THE WTNESS: No, | wouldn't.

25 BY MR BROMWN:
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1 Q Well, you've got all these conpari sons about
2| the rates and the rates conpared to other nunicipalities
3| and everything else --
4 THE COURT: Explain to ne why it wouldn't.
5 THE WTNESS: Wy it wouldn't? Because if you
6 | ook at the Conmi ssion's rules, it doesn't -- and
7 the reason why |'ve used the rate conparison, as
8 I've nentioned earlier, as a proxy is it's a cost
9 to serve. And the Comm ssion's rule says what are
10 the costs of service for the two utilities. And so
11 the prices are using aggregate to provide the
12 i nformati on that woul d be responsive to what
13 Comm ssion's rules are. |If you |look at what's
14 enunerated explicitly in those rules, you want to
15 make a broad conparison. The cost of service
16 utilities, looking at the rates is a great starting
17 point, and that's why | provided that information.
18 BY MR BROMN:
19 Q Vell, that's assuming there's two utilities
20 | potentially serving a custonmer and there are two rates
21| that are the -- that one utility charges one rate, one
22 | utility charges the other rate, right?
23 A No. | nmean, | don't see that in the rule.
24 Q VWll, but that's presumably what's going to
25| be -- that's presumably what typically happens in a
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1| territorial dispute is you have one utility that wants

2| to serve and you have another utility that wants to

3| serve, correct?

4 A That's right.

5 Q And in typical fashion it is either -- the

6| custoners are either going to be paying the rates of one

7| WUility Aor the other Uility B, correct?

8 A That's correct.

9 Q But, in this case, whether Peoples -- whether
10| Utility A Peoples serves or Uility B Leesburg serves,
11| they're still paying the Uility A rate?

12 A So this analysis isn't designed to exam ne

13| who's paying what. |It's designed to be an aggregate

14 | nmeasure of cost of service per Commssion's rule and

15| trying to be responsive to that rule and the information
16 | that the Comm ssion asks for in understanding the

17 | territorial dispute. I'mnot trying to ascertain -- it

18 | doesn't say what are custonmers going to pay in the rule.
19 | It says, what's the cost of service. The utilities are
20 | cost-of-service regulated, and |looking at their rates is
21 | a great aggregate starting point in terns of figuring

22 | out what the relative differences are in cost of

23 | service.

24 Q Right, but if it doesn't have a reflection on
25| what the rates are going to be for the custoners, it's
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1| really not that significant, is it?
2 A | think it's significant for the reasons |'ve
3| just said two or three tines.
4 Q All right. Let's go to Section 6, and that's
5| tal king about the capped nature of the agreenent. And I
6| think that's DED -- or, no -- | don't think there is one
71 in there.
8 A No. There is no exhibit associated with that.
9 Q Al right. And, again, you would say that

10 | that's significant despite the fact that the people

11 | involved are going to be paying the sane rate?

12 A | think this gets nore to your issue that

13 | you're discussing earlier. What are the custonmers going
14 | to be paying, so | included this information in there.
15 Q So for Section 6 then, we can agree that

16 | that's identical? It doesn't favor one side or the

17 | other because it's going to be the Peoples rates either
18 | way?

19 A Yes, sir.

20 Q Al right. Now, let's go next to the unit

21 | investnment cost conparisons. And | think what you said
22 I's that you included enbedded costs into this, correct?
23 A Wll, | provided an anal ysis, yes, sir,

24 | included in with the cost.

25 Q But what -- the regulations for territoria
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1| dispute don't tal k about enbedded cost, do they?
2 A They don't distinguish or differentiate
3| between the two. And, as | nentioned earlier, in ny
4| direct examnation, | provided that information to kind
5| of fill out the record to have sone contextual
6| information for the Court and the Conm ssion on the
7 | enbedded versus --
8 Q Well -- and, in fact, it doesn't really talk
9 | about enbedded costs at all, does it?
10 A As | said before, it doesn't differentiate
11 | between the two.
12 Q Right -- well, okay. And then you said that
13| the increnental costs in this case are essentially
14 | identical?
15 A They're relatively close. | think the Gty's
16 | a little bit Iower than PGS, particularly on the mains
17 | cost on a l|linear-foot basis.
18 Q And so the increnmental costs you're talking
19 | about are what it generally costs the Gty to put in a
20 | main versus what Peoples costs for the main?
21 A Yes. In this discussion and sone of
22 | vernacular that's been flying around, it's the spaghetti
23 | lines.
24 Q All right. You ve not tried to anal yze what
25| the increnental cost is for Leesburg versus Peoples to
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1| serve the custoners in the areas that we' ve been talking
2 about, have you?

3 A At the time | prepared this report, | did not
4 | have any of that information.

5 Q Ckay. But today you' ve heard -- well, you've
6 | been here the |ast couple days. You've heard testinony,
7 | haven't you?

8 A Yes, sir, | have.

9 Q Al right. And so you've heard testinony that
10 | Leesburg had to put in lines up 501, and on 468,

11 | correct?

12 A It's ny understanding that the Gty has

13 | devel oped on lines 468, as well as com ng up 501.

14 Q And those |ines were devel oped, as you put it,
15 | because that was the only way that Leesburg could get to
16 | the area in question to provide service, correct?

17 A | don't know that | would agree with that.

18 Q Well, if the closest gas |ine was here down on
19| the line going to the prison, and the devel opnents are
20 | up bracketing 468, how el se was Leesburg going to get

21| gas there if they didn't build a line on either 501 or
22 | on 44 to 4687

23 A So you're saying, or? | thought you nean the
24 | Comm ssion and 468.

25 Q Al right. Let's call it, and. They've got
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1| to -- sonmehow they got to build lines to get up there,
2| don't they?
3 A One line's got to get built.
4 Q At | east one of them has got to get built
S| right?
6 A Ri ght.
7 Q And, in fact, the testinony you heard was
8 | essentially they need both of themin here, correct?
9 A No, | wouldn't agree. That's not ny
10 | under st andi ng.
11 Q Al right. Wll, the testinony is that to put
12 | both of themin, they've spent roughly close to two
13| mllion dollars, correct?
14 A My understanding is that the lines in total
15| are around two mllion.
16 Q Okay. Now, that's spendi ng anot her
17 | 130, 000-sone dollars on the automated readers -- neter
18 | reading system correct?
19 A Yes, sir.
20 Q Now, you heard the testinony -- what you've
21 | heard is that Peoples can serve these areas that are
22 | adjacent to 468 a |l ot cheaper than two mllion dollars.
23 | Wuld you agree?
24 A It's ny understanding that those |ine costs
25| is -- it's the conpany's position that it's cheaper than
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1 two mllion dollars, yes.
2 Q And it's around $10, 000?
3 A | believe that was the testinony earlier,
4 | yeah.
5 Q And you have no reason to disagree with that,
6 | do you?
7 A On the cost?
8 Q Yeah.
9 A No.
10 Q kay. So right away, that would be an
11 | increnental cost that is far higher for Leesburg than it
12 woul d be -- that Peoples doesn't have to do, correct?
13 A No, | wouldn't agree that both of those |ines
14 | would need to be devel oped to do that whole 14, 000
15 | custoners. WMaybe one of themwould, |ike the 501 |ine.
16 Q Wl |, whether you believe it's necessary
17| and -- the fact is, they have built them both, correct?
18 MR. MOYLE: Let ne object. | nean, he's
19 asking him-- he's been here, he's heard testinony
20 and --
21 THE COURT: | think it's getting a little
22 argunentative. | think he's given you what he
23 understands is the issue. My not agree with it,
24 but | think you' ve gotten his answer.
25 BY MR BROMWN:
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1 Q Let me just -- nonethel ess, whether you think
2| they need themboth, they built the second |ine?

3 A Yes, they built the |ine.

4 Q Ckay. And you heard Dr. Durhaml s testinony

5| that over a 30-year period, assum ng 2,000 hones a year,
6| that Leesburg will be paying in excess of ninety mllion
7| dollars over and above what it would cost Peoples to

8| serve -- to put those lines in, in the devel opnents,

9| correct?

10 A | am aware that Dr. Durham has estimated that
11 | paynment of 90 million dollars.

12 Q And you' ve not done any analysis on what it

13 | would actually -- what it would cost based on the

14 | agreenent, correct?

15 A | amgenerally famliar. | nean, |'ve worked
16 | with those nunber that Dr. Durham provided.

17 Q And you don't disagree with themcertainly

18 | froma mathematical conputation perspective?

19 A No, I don't -- the math is fine. | nean, he's
20 | added it up. And, as | nmentioned in ny deposition, that
21| you -- you know, sone of the assunptions that he used
22 | are a little bit questionable and can change that

23 | nunber, but -- in a pretty considerable fashion. Even
24| if he didn't -- the appropriate nunber here -- it's

25 | funny when people in energy -- people talk about big
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1| nunbers in the energy business. The nore relevant the
2| nunber to look at is the rate-of-return you get on the
3| investnent. | think even if you accept all of Dr.

4 | Durhamls nunbers as they are on face value, and sonme are
5| around 10, 27 percent return. | think he testified to
6| that earlier, that to ne doesn't sound |like an

7 | outrageous rate-of-return for -- particularly when you
8 | consider the risk that's associated with the devel opers
9| that are putting in these lines, so --

10 Q Vell, whether you think that's a good return
11| or not, the rules don't say that you | ook at what the
12 | returnis by -- for the investnent to resolve a

13| territorial dispute, do they?

14 A Rules -- the rules do tal k about cost of

15| capital.

16 Q They tal k about cost of capital, which we've
17 | stipulated out for this particular case, but in terns of
18 | determining -- in other words, you don't get to say,

19| well, if The Villages is receiving an extra 90 mllion
20 dollars, that's okay because it's a reasonable

21 rate-of -return, that's not -- the rules don't account
22 for that, do they?

23 A Yeah, they do. They | ook across the capital
24| at the two respective utilities to see what those

25| differentials are. And | don't know how to answer this
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1| question without tal king about cost of capital, and |
2| don't know that we can have this discussion in a
3| neaningful fashion if we don't talk about it.
4 Q Well, can you agree that if Dr. Durham s
5| nunbers are correct, over a 30-year period, it's going
6| to be 90 mllion dollars nore paid to The Villages than
7 | Peoples would spend to put in the sanme infrastructure?
8 A | can agree Dr. Durhamdid the math correctly,
9| as we've established in nmy deposition, but, as |
10 | mentioned before, | think you' ve taken a | ot of apples
11 | and oranges conparisons and | don't think you allow for
12| a return on investnent for this. On a percentage basis
13| it's outrageous, given the risk factors that are
14 | associated with this devel opnent and the risk factors
15| that SSGC woul d be assum ng by putting this
16 | infrastructure in place on the Cty's map.
17 Q Well, did you hear his testinony that the city
18 | decided to do it -- to bond off this anount, it would
19 | cost themonly three-and-a-half percent?
20 A That's irrelevant. The City isn't financing
21| this. They've got into an arrangenent and that's not
22 | accurate, because if you were to go and finance this for
23| the CGty, you d eat up this line of credit. It would
24 | change its credit rating. It would change its cost of
25| capital. It would change and create increased cost for
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1| the Gty. So you can't |ook at an analysis like that.

2| It's not financially appropriate.

3 MR BROWN: | have no further questions, Your
4 Honor .

5 MR, MOYLE: | have just a few on redirect.

6 REDI RECT EXAM NATI ON

7 BY MR MOYLE

8 Q You were asked sone questions about Dr.

9 | Durham his analysis and what he concl uded and the

10 | ninety mllion dollars. Wuld you care to conment on

11| that further if you would, please?

12 A Yeah, | mean -- Your Honor, you heard the

13 | testinony that Dr. Durham had before. | think he

14 | reasonably agreed that there are sone assunptions that
15| are nade in terns of doing that analysis. They're two
16 | reasonabl e assunptions that change that -- that | think
17 | would change this overall nunber. For starters, there
18 | was sone questioni ng about he's assum ng 2,000 custoners
19 | on January 1 every year. | think nost reasonabl e people
20 | would understand that if you're going to add 2,000

21 | custoners a year, it's probably going to happen over the
22 | course of the year, not in January 1 everybody's

23 | plugging in.

24 So here to take and scul pt that over the year,

25| that has the inplications when you're |ooking a tine
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1| value nonthly over about a 30-year period. So you need
2| to kind of think about that and adjust for it. Actually
3| has a pretty significant financial inplication on this
4| overall cost calculation. And so that's one adjustnent
5| that ought to be made to this.

6 | think the other issue that ought to be

7| considered is these excess paynents. |'mnot exactly

8 | sure where he pulled that excess paynent nunber, but if
9] you pull it in any given nonth, say right after PGS gets
10 | its purchase gas acquisition adjustnent, they do it

11 | every six nonths, and they're conming in making a true-up
12 | because of a cold winter, you're going to get an

13 | instantaneous junp perhaps. That w |l probably snooth
14 | itself out over tine. You want to | ook at a |onger

15 | snoot hi ng aver age.

16 It's ny understanding that excess paynent is
17 | designed in the fashion where it probably doesn't occur
18 | on a reqgular basis and it shouldn't happen often. It's
19 | ny understandi ng that those nunbers were developed in a
20 | way that | ooked at historic trends in those

21 | differentials and it wasn't designed to make an excess
22 | paynent -- | forgot the dollar anpbunt on an

23 | individual -- each and every year for a 30-year period.
24 So you need to zero that out, too. And if you
25 | pop those two nunbers out, those are relatively sinple.
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1| They're relatively reasonabl e adj ustnents that you want
2| to nmake. That drops that return down to about 9.1 and
3| that's certainly wwthin the ball park of reasonable --

4 | wthout making any nore adjustnents, which | could go in
5| there and do, but just nake those two tweaks and then

6 | conmes back and | ooks at that.

7 | think, again, when you | ook at investnents,
8 | you want to | ook at your return on investnent and you

9] want to look at the total dollar. You made ninety

10| mllion dollars, but you invested $89 -- eighty-nine

11| mllioninit, it's not really a big return on

12 | investnent, right. |It's the percentage that matters

13 | when you're making financial investnent decisions, and
14 | those are the things to keep in m nd.

15 BY MR MOYLE:

16 Q Wth respect to the paynents to SSGC, are

17 | those capital or operational expenditures? How would
18 | you characterize those if you had to?

19 A Vel l, yeah, so that's -- if you're | ooking at
20 i nvest ment costs of ninety mllion dollars, the nore

21 | appropriate way of doing this would be to go in and

22 | calculate revenue requirenents for that nunber. You're
23 | not going to recover that cost in one year. That's a
24 | 30-year asset you're going to have to anortize. You're
25| going to gross-up your taxes.
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1 In the regulatory world, we don't | ook at

2| nunbers like that in that kind of fashion. If you want

3| to calculate a revenue requirenent, you figure out what

4| the returnis on that. |[If you were to do that for

5| Peoples Gas, that's the opportunity cost to | ook at,

6| what would it be for SSGC versus Peoples Gas in terns of

7| their allowed rate-of-return. |If you |ook at those

8 | nunbers, | think those nunbers are actually higher than

9| they would be with the conpany than they would be on a
10 | return basis for SSGC.

11 Q And the City would treat those as operationa
12 costs, isn't that right?

13 A Yeah, they woul d, because it's trice a

14 | paynent.

15 Q Yeah. And with respect to -- you just said

16 | howit would be treated. It's not the right way to do
17 | it. \What, froma regulatory standpoint, |I'mnot sure --
18 | what did you nean by that?

19 A Vell, | mean, you wouldn't be | ooking at

20 | recovering that investnment in each and every year. On
21| that year, it essentially splits.

22 Q Expl ain that.

23 A Well, you're recovering it that year. You're
24 | actually going to recover those costs, sone cunul ative
25| mxes, over time. They're long-lived assets.
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1 Q So if you were to take that chart and say,
2 well, here's how we should do it, would it change that
3| ninety mllion dollar nunber?
4 A Yes.
5 Q Can you show us how it woul d?
6 A No.
7 Q Huh?
8 A No. Not right off -- | can't do the math in
9| ny head.
10 Q Yeah. You're a professor at LSU --
11 A |'ve | ooked at themgenerally. | think
12 they're sonewhere around 110 mllion dollars, or
13 | sonmething, if you really start sunm ng up that revenue
14 | requirenent and you were to look at the return on
15| investnent, that's the -- you know, just for that kind
16 | of sinple exanple, it would be sonething like that.
17 Q How | ong do you think it would take you to do
18 | that cal cul ati on?
19 A I'd have to -- | can get it to you by tonorrow
20 | if you want.
21 Q Well, | nmean, | think it's inportant as we --
22 THE COURT: It sounds to ne |ike that m ght be
23 opi nion that hasn't been previously fornulated in
24 accordance with the order of prehearing
25 instruction. Just ny nusings.
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1 MR BROMW: Correct, but we're -- | was
2 wai ting for the next question.
3 MR. MOYLE: |'mgoing to change to anot her
4 t opi c.
5 BY MR MOYLE:
6 Q Let nme -- you were asked about uneconom c
7| duplication by M. Brown. You know, is there unecononic
8 | duplication in this nmatter as you' ve | ooked at it? And,
9| if so, could you describe it?
10 A No. | nean, as | | ooked at this issue,
11 there's kind of two concerns, | think, to think about in
12 | the uneconom c duplication argunent that | listened to
13 | here and | was just thinking about the expert report.
14 | You know, historically when you think about territorial
15 | disputes, certainly when you think about utilities going
16 | in and meki ng i nvestnent deci sions and capital,
17 | particularly for use service in areas, and this is an
18 | issue that comes up in a lot of different venues and
19 | proceedings around the countries, you know, what's it
20 | going to cost to extend lines in the areas.
21 One of the things that regulators are often
22 | concerned about is devel oping white el ephants. Wen you
23| build a line out to an area, you don't have a | ot of
24 | sales to cover that, and that not only burdens the
25 | custoners that are on that new |line, but all the other
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1| custoners, because these costs are rolled up and they're
2 | aggregated up, everybody pays for those and they're

3| allocated out. So you want to nmake sure on a foregoing

4| basis that you're not essentially devel oping a white

5| el ephant.

6 And if you | ook at the Comm ssion's

7| requirenents, one of the reason why | did all the sales

8| growmh forecast and sales analysis is, again, to kind of
9| focus real closely on, you know, what are the projection
10 | on a foregoing basis, what are the probabilities that

11 this line, or any kind of cost, that the Gty would w nd
12 | up putting in place, or even PGS for that matter, would

13| wind up putting into place, is there an opportunity for

14 | it to, you know, becone, you know, a white el ephant? So
15| that was one of the factors that | was |ooking at in

16 | ternms of that.

17 You know, if you go back and | ook at the

18 | Conm ssion decision in the Gulf Power decision with the

19 | @l f Coast Electric Cooperative, one of the things that

20 | they noted -- and this is in ny report of footnote 11 --

21 MR. BROWN:  Your Honor, he's not giving a
22 | egal opi ni on.

23 THE WTNESS: |'mnot offering a legal --
24 THE COURT: | don't take his testinony as
25 such. Overrul ed.
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1 THE WTNESS: And then froma policy
2 perspective, the Conm ssion notes that the
3 appropriate evidence to consider in determ ning
4 whet her uneconom ¢ duplication will occur is the
5 historic gromh patterns of both utilities, whether
6 these patterns are expected to continue, and the
7 potential inpacts on the general body of
8 rat epayers. And so that's one of the reasons why |
9 | ooked at those sales trends as forecast, those
10 proj ections, to help ensure that, no, we're not
11 | ooki ng at sone kind of white elephant. If you
12 | ook at the denographic trends, if you | ook at the
13 trends that have been associated with the
14 devel opnment for The Villages overall historically
15 to date, they've been relatively strong.
16 You know, the other issue that is inportant is
17 what about this PGS investnent that's been
18 di scussed and | ooked at. And this line
19 particularly running down along 468 in that area --
20 MR BROMW: | mean, this is -- he's about to
21 go into sonmething I don't think | ever asked him
22 about .
23 MR, MOYLE: But he asked about stranding.
24 MR BROMN: | did not ask about stranding.
25 THE COURT: Hang on. You did have a
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1 question -- | think the question was, you were

2 tal ki ng about Paragraph 30 and 31 that your report

3 denonstrated there was little in the way of

4 stranded i nvestnent, so | take --

5 MR. BROAN: But he said was even for both.

6 THE COURT: He did say it was even, so -- but

7 you raised it and opened the door for sone

8 testinony on redirect. So go ahead.

9 MR, MOYLE: Thank you.

10 | BY MR MOYLE:

11 Q So you were, | think, in the process of

12 tal king about the line on 468, the PGS |ine on 468. (o
13 | ahead and continue your answer.

14 A Right. So it is even. Right. It is even

15 | because that line has been built. 1It's been put in

16 | place. As | noted earlier, when | had ny deposition,
17 | and one of the things |I thought about with this line is
18 | that that has been there to serve growh to those

19 | particular areas to the west and nove down to this 301
20 line, to nove out into the western part where those

21 | industrial custoners are.

22 In ny review early on in preparing ny report,
23 | and | ooking at how those expansi ons had occurred, they
24| were primarily associated with trying to serve that new
25| industrial growh. | don't think anybody at the tine
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1| envisioned any big growh in The Villages. | think M.
2 Mtchell already talk about that, but even when | was
3| doing ny report, there's no way that line is going to
4| get stranded. It's inrates. |It's used and useful.
5| Conm ssion has determned that. It's been paid for.
6| You' ve kind of got a pareto optinmal situation, as we say
7|1 in economcs with this. You ve got an ability to nake
8 | one group of custoners better off w thout harm ng any
9| others. PGS custonmers are not going to wi nd up seeing

10 | their rates go up. Admttedly, they're not going to go
11 | down by the extra volunes, but they're not going to go
12 | up.

13 The Villages -- | nmean -- I'msorry -- the

14 | Gty's native |oad custoners are not going to be paying
15| nore because they're going to have on a separate rate
16 | and they're not going to be getting paid either or

17 | anything that they would -- the cost of service to the
18| CGty. And then The Villages' custoners are no worse off
19 | because they're going to be paying the rate that PGS

20 | has.

21 And so it's kind of an optimal situation when
22 | you think about it froma public interest perspective,
23 | because two parties, the native |oad custoners, PGS

24 | custoners, are no worse off, because by definition this
25| planis in rates. It's used and useful and it's prudent
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1| by the Conmission and that's it. And if PGS serves this
2 or doesn't serve this, the asset doesn't becone any nore
3 | uneconom c or any nore unutilized. And then you get the
4 | benefit of choice that occurs on any part of the system
5| So there is, you know, no real big |oss on that.

6 And then, lastly, | think it's inportant to

7| also keep in mnd that duplicate facilities don't nean
8 | uneconomc facilities, particularly in the gas business,
9 | because we tal k about the progression of the gas

10 | industry, how you build a line that goes out. You try
11| to get an anchor of ten. You try to go with and

12 | back-fill around that ten to get new custoners.

13 And then as you start to see systens mature,
14 | the next step in that process is try to create sone

15 | redundancies, particularly as they get |arger, because
16 | you've got nore supply that you need to put into that

17 | area because those | oads are getting bigger.

18 So -- and ny understanding of these areas is
19 | that part of this provides back-feed capabilities and
20 | hardening capabilities for the Ccala division and it

21| will continue to do that whether PGS serves these sets
22 | of custonmers or not. It will continue to have val ue

23 | even though it's duplicate, because it is duplicative
24 | for an actual operational reason.

25 So, you put all those things together, | don't
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1| see this creating any unecononic investnent or any
2 | adversely duplicative investnment as a consequence of the
3| Gty serving these custoners.
4 Q All right. So, with respect to |ooking at it
5| fromthe City's standpoint, | think you were saying
6| there's one line for sure that's needed to serve that.
7| Let's talk about the line up 501, right?
8 A 501 Iine?
9 Q Yeah.

10 A | think it's somewhere around 680 mllion

11 | dollars for that line to go up there.

12 Q Not 680.

13 A l"'msorry -- (nultiple speakers) --

14 THE WTNESS: [|'msorry.

15 THE COURT: You guys w n.

16 THE W TNESS: 680, 000.

17 BY MR MOYLE:

18 Q Al right. So assune that with respect to --
19| if the Court decided to say, well, this should go to

20| PGS, isn't that going to be stranded on the Gty in

21| terns of what --

22 MR. BROMWN:  Your Honor, this is beyond

23 anyt hi ng on cross.

24 THE COURT: | think we're probably straying a
25 little bit fromthe cross examnation. So |'l|
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1 sustain it.
2 MR MOYLE: Al right. Wll, then can | have
3 one qui ck second?
4 BY MR MOYLE:
5 Q You' ve been here the whol e hearing, have you
6| not?
7 A Yes.
8 Q And when we were tal king, you were just
9| talking about that line that PGS has running on 468.
10 | Has there been any testinony with respect to the cost of
11 that line and how that should be allocated, if you can
12 | recall?
13 MR. BROWN: Your Honor this is, | think,
14 beyond cross again. | nean --
15 THE W TNESS: Sust ai ned.
16 MR, MOYLE: | have no further questions.
17 THE COURT: Al right.
18 THE WTNESS: Thank you, Your Honor.
19 THE COURT: Al right. So it's ten unti
20 3:00. Let's take about ten mnutes. W can go off
21 t he record.
22 (Brief recess.)
23 THE COURT: Raise your right hand, please.
24 | \Wher eupon,
25 RYAN MCCABE
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1| was called as a witness, having been first duly sworn to
2 speak the truth, the whole truth, and nothing but the
3| truth, was exam ned and testified as foll ows:

4 THE W TNESS: Yes, sir.

5 THE COURT: Pl ease be seated. State your ful
6 nanme, pl ease.

7 THE WTNESS: Ryan Jacob MCabe.

8 DI RECT EXAM NATI ON

9| BY MR VHARTON:

10 Q Pl ease state your full nanme for the record.
11 A Ryan Jacob MCabe.

12 Q And by whom are you enpl oyed, in what

13 | capacity?

14 A Hol di ng Conpany of The Villages. | amthe
15 | Operations Manager.

16 Q kay. You know, the word The Vill ages has
17 | been used a lot in this proceeding. |Is The Villages
18 | actually developed in one formor fashion by a variety
19 | of entities?

20 A Yes.

21 Q But they -- it attenpts to be, though, a
22 | centralized structure?

23 A Yes, sir.

24 Q All right. What are the duties of your

25 | present position?
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1 A As (Operations Manager for The Vill ages, |

2| oversee a |lot of our non-residential -based busi nesses.

3| A couple exanple of that would the newspaper, our golf,

4| our golf cart store and our Villages G own that we're

5| just getting started -- and several others.

6 Q How | ong have you been in that position?

7 A Just over one year.

8 Q And were you with The Villages before that?

9 A Yes, sir. |1've been with The Villages for a
10 | total of five years.

11 Q Al right. Wll, let's fill in some of the
12 | information about The Villages rather quickly if you

13 | can, because we've been tal king about The Vill ages for
14 | days. Take a |l ook at SSGC Exhibit 14 in the book in

15| front of you, if you wll, which has been admtted into
16 | evidence.

17 A Ckay.

18 MR, WHARTON: Let's let the judge westle

19 with --

20 THE COURT: Got it. Go ahead.

21 | BY MR VHARTON:

22 Q And what does Exhibit 14 depict?

23 A This shows basically the current state of The
24| Villages. It's the public map that we use a ot in our
25 | different advertising and marketing pieces.
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1 Q Al right. Wll, generally describe the

2| exhibit -- the present state of The Villages, if you

31 will.

4 A kay. Well, for those who've never been to

5| The Villages, obviously we're a very large retirenent

6| community in central Florida. W're around about

7| 125,000 folks to date, but it hasn't always been that

8| way. And I'mwelcone to wal k through the history, if

9| that's a good --

10 Q | think you should do a bit of that.

11 A So a | ot of people thought The Vill ages just
12 | kind of was always what it is today, and that's not the
13| case. It actually started back in the '70s and it was a
14 | manufactured hone community. And so we're talking about
15| nobile honmes back then. And at that tinme there was two
16 | partners that were involved and they were actively

17 | marketing to northern residents of the United States to
18 | get themto cone down and kind of enjoy their slice of
19 | paradise here in Florida.

20 As things started to progress, that business
21 | wasn't doing so well so the partners decided they would
22| split up and Gary Morse actually brought in -- or Harold
23 | Schwartz brought in his son, Gary Mrse, to hel p himout
24 | and they bought out their partner at the tinme, Al

25| Tarrson. The two -- father-son duo -- got to work there
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1| and basically noved The Villages into the '80s and they
2| started building golf courses and small recreation
3| centers, but it's still not quite what you imagine it is
4 | today.

5 A few nore people cane down and purchased

6| trailers and people actually started wanting to

7 | custom ze their nobile honmes. And that's when The

8| Villages quickly realized that they were selling nobile
9| homes that cost nore than site-build hones. And so

10 | through the '80s and into the beginning of the early

11 "90s, we started to build site-build hones, instead of
12 | manufactured hones, and that proved to be very

13 | successful and right in the price point that the people
14 | we were advertising could afford.

15 Around the early '90s The Vill ages basically
16 | figured out that they were building backwards. [|f you
17 | can imagine how a town is fornmed, it usually starts with
18 | a centralized hub and then the community builds out

19 | around that. The hones cone from around t hat

20 | centralized hub. The Villages was just buil di ng hones.
21 So in 1994, construction was started on the
22 | Spanish Springs Town Center and it was conpleted in

23 | 1997. Qur concept of a town center is very nuch a

24 | centralized entertai nnent hub and then around t hat

25| square is shopping, dining, entertainnent, basically a
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1| place that the community woul d conme together to enjoy

2 | one another's conpany.

3 The conpl etion of Spanish Springs in '97 was

4| extrenely successful and that's what really | aunched The
5| Villages into the next few years. After that, the

6 | abundance of golf courses cane along, nore diversified

7| recreation centers started popping up and true prom se

8| of free golf for life was really driving folks fromthe
9| north down to the south.

10 That continued on. W hit County Road 466 and
11 | that was in about 2000. And at that tinme, it was pretty
12 | clear that we needed to keep pushing forward and that we
13| were basically onto sonething that people loved. So in
14 | 2004 we opened our second town square, which is Lake

15| Sunter Landing, still today one of the nost popul ar

16 | squares there, right on the beautiful |ake there, but

17| with the sanme idea, shopping, dining, entertainnent, a
18 | place where the comunity could cone together.

19 So from 2000 noving forward, there was a very
20 | large piece of land that really just created a wheel for
21| The Villages to start turning. Wth that cane nore and
22 nor e househol ds, nore and nore recreation, nore golf.

23 | The Savannah Center was devel oped to provide nore

24 | world-class entertainment, a |larger venue, and The

25| Villages kept noving on fromthere.
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1 We al so diversified the series of hones that

2| we had at the tine. So we started getting into bigger

3| hones and still not |eaving the smaller honme so that you
4 | could purchase a home anywhere from $120, 000 to upwards
5| of three mlIlion dollars, if that was so your dream So
6| it was kind of the idea that no matter what you did in

7| the |life previous, you could cone here and enjoy the

8| rest of your life in The Vill ages.

9 That kept going forward and forward and

10 brought us to State Road 44, and that's where we built
11 our third town center, Brownwood, which still today is
12 | our newest town center and is undergoi ng construction on
13 | Phase Il of Brownwood.

14 At that point we thought The Vill ages was

15| probably going to end at State Road 44 and we woul d

16 | develop the remaining |land with homes and we woul d

17 | maintain The Villages conmmunity just like that. And

18 | with that, though, it's a big interruption, both in the
19 | business nodel and in the | ocal conmunity.

20 So the train that drives The Villages is

21| really our construction. As you can inagine, there are
22 | thousands of people enployed. | don't know t he exact

23 | nunber of enploynent, but it's a lot to put up 2,000 new
24| hones a year. And The Villages was going to abruptly

25| stop at State Road 44. W were offered the opportunity
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1| to maintain devel opnent noving forward, but on a
2 | noncontinuous part of | and.
3 So, another inportant factor, The Vill ages has
4 | always been connected. Each piece of The Villages is
5| connected to the other so that you could run around via
6| golf cart, basically get anywhere you needed within the
7| community. You never had to leave. So we took a big
8 | ganble on a piece of property, which is now called The
9] Village of Fenney, and decided that we would continue
10 | devel oping not connected to The Villages north. That
11 | ganble has proven to pay off. W were able to keep al
12 | of our construction workers in jobs in the community,
13 | keep themfromleaving the area and findi ng ot her work,
14 | because basically The Villages is Sunter County, and
15| without The Villages the trades guys are gone, the
16 | construction guys are gone, and that causes a conplete
17 | ripple effect throughout the econony.
18 So we took that ganble a couple years ago and
19 | since then things have been going very well. W' ve been
20 | working from The Village of Fenney back north to
21 | Brownwood. We're actually about to put a bridge over
22 | State Road 44 to finally connect the two pieces of |and
23| to make The Villages all one piece again. And then once
24| we do that, we'll continue devel opnent further headed
25 | south.
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1 Q About how many people are in The Vill ages now?
2 A Just under 125,000. W --

3 Q Go ahead.

4 A No, obviously that changes daily. You know,
5| obviously -- we average ten hone sales a day, so it's

6| tough to really keep track.

7 Q We heard the | ast witness saying -- well, |

8 | guess maybe I'mnot sure |I should tell you that. Are

9| there any, like, nationally-published netrics about

10 | growmh that The Villages have ranked on? Tal k about

11 | those real quick

12 A Certainly. So as you can inmagi ne, we average
13 | about 2,000 new hone sales a year. W're actually on
14 | pace to do 2,600 new hone sales this year. So the

15| things that -- people still love it. And, because of
16 | that, for the last five years in a row, The Vill ages'

17 | metropolitan statistical area, MSA, has been the fastest
18 | growing for the last five years in a rowof -- if you
19| look at all MSA's and you pull out anything under 25,000
20 | people, that's it. W have been consistently the

21 | fastest growi ng ever since then.

22 Wiy do you pull out the 25,000 and under is
23 | because you have small towns that may strike oil and

24 | they've had a 500-popul ation town and now all of a

25 | sudden they're 1,500, so they've tripled. You know,
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1 t hose kinds of things. Wth -- without those anomali es,
2| we sustained growh for the last five years.

3 Q Al right. 1'mgoing to direct your attention
41 to Exhibit 10, SSGC Exhibit 10, which has been adm tted
5| into evidence. It is a confidential docunent and,

6| therefore, | only want you to refer to it in the nost

7| general terns.

8 MR, WHARTON: |I'mnot sure if yours, Judge, is
9 in red envel ope or you just put it in your

10 regul ar --

11 THE COURT: What | plan to do at the end of

12 this, I"'mgoing to take anything that's marked on
13 my exhibit list that has been received in evidence
14 as confidential, I"'mgoing to pull it out of the
15 bi nders and put it in a separate congl onerated

16 confidential envel ope, probably, marked

17 confidential and that will be transmtted in the
18 form

19 MR, VWHARTON: Well, we're going to use one

20 confidential exhibit after this, which we're going
21 to un-confidentialize.

22 THE COURT: |I'mjust saying that's how I plan.
23 Anything that's in that says confidential on it,

24 that's how | plan to do it.

25 BY MR WHARTON:
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1 Q So, M. MCabe, taking a | ook at SSGC Exhi bit
2| 10, do you have that in front of you?

3 A Yes, sir.

4 Q Now, this is a docunent that has been admtted
5| into evidence. To your know edge, does this map

6 | accurately depict The Villages' best projection about

7| its intention with regard to the gromh of The Vill ages
8| in the future?

9 A Yes, sir.

10 Q Al right. And is The Villages taking active
11 | steps to nake this areality?

12 A Every day.

13 Q And The Villages has commtted to continue the
14 | growth after the episode with Fenney and deciding to go
15| forward as you've descri bed?

16 A Yes, sir.

17 Q Al right. Let's take a | ook at --

18 THE COURT: Let nme ask you this: As we go

19 down this, these get -- 2,050, and there's a total
20 popul ation. That's cunulative, right? That's not
21 just that section?

22 THE WTNESS: Yes, sir. So that would be The
23 Villages as a whol e, and each one of those that you
24 see represents the comunity as a whole, the tota
25 popul ati on.
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1 BY MR WHARTON:
2 Q Take a look if you wll, M. MCabe, at
3| Exhibit 15. Now, for the record, Page 1 of Exhibit 15,
4| which has been admtted into evidence, Judge, is narked
5| confidential, and we have determ ned that it does not
6| need to be treated confidential.
7 THE COURT: Page --
8 MR. WHARTON: Fifteen. SSGC Exhibit 15.
9 THE COURT: Hang on. Al right. So SSGC 15
10 is no longer confidential.
11 MR, WHARTON: Correct.
12 THE COURT: All right. And this is what |
13 plan to do: If there's sonething confidential that
14 isn"t marked as confidential on the exhibit Iist,
15 then you guys need to tell nme, because that's what
16 |"mgoing to be using in making ny determ nation
17 of --
18 MR, VWHARTON: And the way we set this up on
19 the list was it said Page 1 only. That's why the
20 only Page 1 is marked that way, but, like | say,
21 you got that on the record now.
22 THE COURT: Al right.
23 BY MR WHARTON:
24 Q M. MCabe, referring to Exhibit 15 when
25 | necessary, talk about the -- and you alluded a little
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1| bit to this a nonent ago. Tal k about the econonic
2| inpact that -- the inport of The Villages of the region
3| in Sunter County.
4 A Sure. So, you know, actually |ooking at page
5| two, in the |ast eight years about how Sunter County has
6 | been the nunber-one county in Florida in ternms of the
7 | percentage growh at 44 percent and the fact that The
8| Villages nmakes up 90 percent of Sumter County househol d
9| gromh, really gives you an idea of how nuch a driver
10 | The Villages is of the whole county's econom c
11 | devel opnent.
12 Sonme other things that | brought by, too, you
13 | know, The Villages is a retirenment community, but does
14 | so much nore than just provide an opportunity for those
15| that are retiring. It's a place where people |ive and
16 | work and start careers and have kids. And, because of
17 | that, the personal real incone in The Villages has grown
18 | faster than any other MSAin the U S. in the past
19 | decade. Sunter County has added 1, 800 new busi nesses
20| from2008 to 2018. So it's not only a driver for
21 retirement lifestyle, but it's been a driver for the
22 | people who call The Villages hone, build famlies there.
23| |'ve done the sane. Gew up in Leesburg and now have
24 | based ny career in the sane place, follow ng the
25| footsteps of ny father who did exactly the sane,
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1| starting The Villages 30 years ago. So it's provided
2| much nore than just a retirenent lifestyle.

3 MR, WHARTON: That's all we have, Your Honor.
4 MR, MOYLE: No questions.

5 THE COURT: M. Kruppenbacher.

6 CROSS EXAM NATI ON

7 BY MR KRUPPENBACHER

8 Q Good afternoon, M. MCabe. Nice to see you
9| again. The Villages is a 55+ age community, correct?
10 A Yes, sSir.

11 Q So they're not raising famlies in The

12 | Vill ages?

13 A Resi dents of The Villages are not raising

14 | famlies in The Vill ages.

15 Q Now, you testified in your deposition that one
16 | of your slogans is if you love it here, bring your

17 | friends here, correct?

18 A Sure. Yes.

19 Q And nost of the people who nove to The

20 Villages are retirees, correct?

21 A Yes, sir.

22 Q And what's the reason they nove to The

23| Villages?

24 A Well, you know, we like to think that

25| retirenent is no |longer sacrificing what you do today
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1| for tonorrow s goals. Right. So we all put our tinme in
2| today so that we can achieve sonething later in |ife.
3| And The Villages works to be that sonething for al
4| these folks later inlife.

5 Q What are the factors that attract your buyers
6| to buy hones and nove to The Vill ages?

7 A Certainly. So we found that there's three

8 | main factors that people are looking for later in life.
9| Safety. They want to be safe. They want to feel that
10 | they're sonepl ace they can go out and not have to worry
11 | about anything. Financial freedom So they need a

12 | place that's affordable so that they can outlive their
13 | noney. And the fact that their friends and famly wll
14 | come and visit themis another huge factor. And that's
15| what we strive to be everyday.

16 The third being one of our top -- top things
17 | is, you know, it's a place that -- we've got a |ot of
18 | transplants and people didn't |live here, and so we want
19| it to still feel like their comunity and a pl ace where
20| their famlies can cone and enjoy the area and that they
21 | make -- you know, bring their friends or nake new

22 | friends to make it feel |ike hone.

23 Q And those are the, | would say, neke the

24 | assunption, those are the three prongs you build

25| marketing around, to hit those issues?
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1 A Probably not the three prongs we build

2 mar keti ng around, but those are the three hurdles that

3| our residents are trying to overcone when naki ng a

4| decision to nove to The Vill ages.

5 Q And what are the concerns your residents have?

6| You talked a little bit about that during your

7 | deposition.

8 A Concerns to --

9 Q | believe there is -- I'Il quote. Tell nme if
10| I"'mwong. You testified: And for the residents of the
11 | community -- this is Page 9, Line 11 -- there is a
12 | nunber of things that go through your head when you,
13| retire, whether that be safety, wll | outlive ny noney,
14| will ny friends and grandkids and things cone to visit
15 me.

16 MR. WHARTON: | object. That's outside the

17 scope of direct. Trying to keep to pretty tight.

18 THE COURT: It was a pretty tight direct. How
19 is this within the scope? What | have gathered

20 fromdirect was basically the history, a little bit
21 of the history of the devel opnent, how it went from
22 its original iteration down to State Road 44, the
23 projection of going beyond. | really didn't get

24 much in the way that the individual marketing or

25 how i ndi vi dual people react to --
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1 MR, KRUPPENBACHER: 1'Il | eave the question
2 with that question, Judge, and not go any further
3 i f he can answer it.
4 THE COURT: 1'mgoing to sustain the
5 obj ection, so.
6 BY MR KRUPPENBACHER:
7 Q When you are marketing and telling this story
8 | to custoners, which you testified about, about The
91 Villages and all they have to offer, do you disclose to
10 | these prospective custoners that The Villages wil|
11 | continue to nmake noney off of themby their use of
12 | natural gas?
13 MR, WHARTON:. Sane objection.
14 THE COURT: Sust ai ned.
15 MR. KRUPPENBACHER: Judge, if | could be heard
16 on that. He talked all about The Vill ages and
17 what's attractive and, et cetera, and |'mjust
18 asking, are they disclosing one of the el enents of
19 this so-called attractive conponent?
20 THE COURT: I'Il sustain the objection.
21 | BY MR KRUPPENBACHER:
22 Q You continue to project, for at |east the next
23 | five years plus, the growmh of sonewhere about
24 | approxi mately about 2,500 hones or so a year, correct?
25 MR. WHARTON: There's no facts to that --
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1 THE COURT: | recall that part.
2 MR, KRUPPENBACHER: That's on your exhibit you
3 put in.
4 MR. WHARTON: 2,500 hones?
5 THE COURT: | think it -- | think the nunber |
6 heard was probably close to 2, 000.
7 MR. KRUPPENBACHER: He said 2,000 and 2, 500.
8 | added up your exhibit.
9 THE COURT: \Whatever it is, go ahead and ask
10 hima question unless -- let's nove forward.

11 | BY MR KRUPPENBACHER:

12

13 correct?

14 A Sure. We have sustained 2,000 hones over the
15| | ast several years and that's a good base for us.

16 | Currently on -- like | said earlier, we're projecting
17 | about 2,600 this year. So you can assune the range in
18 | there.

19 Q And from'20 to '25, you project sonmewhere

20 north of 13,000, correct?

21
22 ' 257
23
24

25

A You said in the total years between '20 and

A That sounds about right if we did the math.

Q You continue to project that kind of grow h,

Yes.

MR, KRUPPENBACHER: No further questions.
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15

16

17

18

19

20

21

22

23

24

25

THE COURT: Al right.

REDI RECT EXAM NATI ON

BY MR. VWHARTON:
Q As we sit here today,
bel i eve t hat

Villages will continue to produce

given the ebbs and flows in the econony?

A Yes, sir, that's our goal.
MR. WHARTON: That's all | have.
THE COURT: Ckay. Thank you.
(Brief recess.)
THE COURT: All right. M. Lovo, raise your
ri ght hand.
Wher eupon,
MATTHEW LOVO

was called as a w tness,
speak the truth, the whole truth
truth, was exam ned and testified
THE WTNESS: | do.
THE COURT:
THE W TNESS:

THE COURT:

DI RECT EXAM NATI ON

BY MR VWHARTON:

Q Sir, state your

M. MCabe,

it's a reasonabl e projection that The

havi ng been first duly sworn to

State your ful
Mat t hew John Lovo.

Pl ease proceed,

nane for the record.

Anyt hing further?

do you

2,000 hones a year

and not hi ng but the

as foll ows:

name, pl ease.

Sir.
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1 A Mat t hew John Lovo.
2 Q Yeah, and use the m crophone to the extent you
3| can. By whom are you enpl oyed and in what capacity?
4 A Hol di ng Conpany of The Villages and | amthe
5| Director of Purchasing.
6 Q Al right. Wat are your duties in that
7 | position?
8 A | supervise the accounts payabl e depart nent
9 | and negotiate contracts for national account contracts
10 | for the home-building side of the business.
11 Q How | ong have you been with The Vill ages?
12 A Three years and a nonth.
13 Q And as the Purchasing Director of The
14 | Villages, is it part of your job to have persona
15 | know edge of the interaction between the devel oper arm
16 | of The Villages and various utilities?
17 A Yes.
18 Q In that regard, when did PGS begin to provide
19 | natural gas service to The Villages?
20 A Late 2016, early 2017.
21 Q And, to your know edge, did any issues arise
22 | with regard to the provision of that service in Fenney?
23 A A significant nunber of issues.
24 Q And was The Vil l ages adversely affected by
25 | those issues?

Premier Reporting Reported by: Dana Reeves



6/26/2019 Peoples Gas Systems

Hearing proceedings before: Judge Early - Volume 6 807
1 A Yes.
2 Q Let's tal k about those issues, if you will,
3| just --
4 THE COURT: Hang on. Let nme ask. So, M.
5 Lovo, prior to 2016 and the Fenney devel opnent, did
6 PGS provide any service in The Vill ages?
7 THE W TNESS: Not the construction arm of The
8 Villages. It was a hundred percent electric.
9| BY MR VHARTON:
10 Q So let me ask you in that regard, M. Lovo.
11 | These problens that arose with PGS that you're about to
12 | address, did they arise fairly contenporaneously wth
13 | the beginning of service from PGS?
14 A Oh, imediately with the service there.
15 Q kay. Let's just, in kind of a chronol ogica
16 | order, talk about the kind of issues that you've
17 | experienced interacting with PGS?
18 A Well, on ny side, it was the accounts payable
19 | side, the billing issues, getting homeowner accounts,
20 | getting accounts turned over from The Villages to the
21 | honeowner and things |like that, rebates not being
22 | correctly paid per their agreenent. And then there was
23 | hearsay of the construction issues wwth the neter sets
24| being late, stormsewer being hit, you know, yards being
25| torn up by a boring not --

Premier Reporting

Reported by: Dana Reeves



6/26/2019 Peoples Gas Systems

Hearing proceedings before: Judge Early - Volume 6 808

1 MR. BROWN:  Your Honor, if | may interrupt.

2 He just said this is hearsay. He just hinself said

3 hearsay about this latter topic, other than the

4 billing issue.

5 THE COURT: | think --

6 THE WTNESS: It was --

7 THE COURT: Hang on a second. | think I'm

8 willing to hear himout and I'll -- you can put

9 that on cross as to what the basis is for his

10 testi nony.

11 | BY MR WHARTON:

12 Q First let's just talk about the issues wthin
13 | your departnent.

14 A Ckay. The issues in ny departnent. There

15| were billing issues where we get estinated neter

16 | readings and then two days | ater get an actual neter

17 | reading. Gets final bills after the check has al ready
18 | been sent. Get sent to collections. Get six or seven
19 | different credits on one bill and then mss credits that
20 | none of these credits could be tracked back and forth.
21| | nmean, it's just the billing issues. It took one of ny
22 | assistant -- ny assistant purchasing director, she was
23 | spending four tines the anmount of tinme on chasing these
24| Dbilling issues; 10, 11 emails trying to get bills paid
25| and reconciled, things |ike that.
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1 Q You say that she was. Try to put some tine
2| frames around these probl ens.
3 A It started as soon as she got there in June or
4|1 July of 2017 and it has -- it still has not been
5| resolved. It still -- as we can -- it has gotten |ess
6 | as the amount of service is being, you know,
7 | dimnishing, but the issues, even despite the attenpts
8 | of Peoples Gas to put two dedicated representatives on
9| the account, the issues continued. W had an account
10 that was closed in final of Novenber of |ast year, and
11| then in May of this year we got another bill because
12 | they had noved charges and credits fromnultiple
13 | accounts around, then they had accidently pulled
14 | sonebody fromthat account and then we ended up ow ng
15 | another $19 on an account we thought was finalled off in
16 | Novenber of |ast year.
17 Q What steps have your departnent taken to try
18 | to conpensate for these issues?
19 A W asked for face-to-face neetings. | have
20| been willing to say |I'd take several of nmy staff, travel
21| up to two hours, have a face-to-face neeting. W sent
22 | nunmerous emails and the billing issues continue to be as
23 | bad, if not worse, than they' ve al ways been.
24 Q How many extra hours a week woul d you say your
25 | departnment has been devoting to these issues?
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1 A Probably 20 hours a week.
2 Q Has it been frustrating for your departnent?
3 A Oh, it's very frustrating.
4 Q And do you feel like that PGS has nade
5| positive steps to aneliorate these issues?
6 A No, it's -- we continue to get checks for a
7| dollar, checks for 60 cents. Then we'll get |late fees
8| for $79 dollars. Then we'll have to negotiate -- we'll
9| have to save those |late fees -- it's not that we haven't
10 | paid. The credits have been noved back and forth. It's
11 the frustration level, and the harder we try it seens
12 | |ike the nore confusion is had.
13 Q You talk about it in terns of man hours. Are
14 | you able to quantify it in terns of frequency or nunbers
15 | beyond that?
16 A It's probably 60 to 70 percent of the bills
17 | are grossly wong and things |ike that, maybe 80
18 | percent.
19 Q And these are bills that you' re handling
20 | regarding the PGS service at The Village of Fenney?
21 A Correct.
22 Q Now, is your departnent also interacting with
23| the Gty of Leesburg?
24 A Yes. W interact with the Cty of Leesburg
25 | and nunerous other utility departnents.
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1 Q Quantify what your interactions have been |ike
2| wth regard to the Cty of Leesburg?

3 A The City of Leesburg, when we set the first

4 | account up, we wanted to nmake sure we had clear billing
5| turnover. | supervised that call and | had no ot her

6| interaction and there have been no conplaints, no issues
7| with the Gty of Leesburg on the gas side. It's been

8 | flaw ess.

9 Q As we sit here today, do you have any reason
10 | to be encouraged that the problens that you're

11 | experiencing with PGS on the billing side are going to
12 | end?

13 A No.

14 Q How do you have knowl edge about sonme of the
15| problens that PGS had in the field of The Village of

16 | Fenney?

17 A That woul d be from weekly construction

18 | neetings that | used to attend, communications wth our
19 | gas piping contractor to do when the neter sets were --
20 | because | had comrunication with the plunbers in terns
21 of other products we used, price increases, and then

22 | attending the construction neetings hearing that, you
23 | know, closings were del ayed because we coul dn't get gas
24| nmeters set and that would delay getting the certificate
25 | of occupancy. Hearing that, fromthe concrete vendors
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1 that | deal with, you know, talking about concrete, that
2| they had to delay driveways because gas nains coul dn't

3| be put underneath them to hear fromthe | andscapers

4| that | try to keep -- touch base with on irrigation

5| parts that they've had issues, they've had to go back

6| and re-roll sod and put, you know, yards back together

7| that were, you know, torn up by putting gas piping in

8 | things.

9 Q How | ong did those probl ens persist?

10 A That -- those problens -- the gas neters were
11 | continuous. That was always the -- they can be anywhere

12| from30 to 50 neters behind and |ike ten neters per day,
13| and then |ike 30 and then 50, nothing for a week or two
14 | weeks. That has continued all the way through. That
15| never got any better. The other construction probl ens,
16 | those did probably clear up. Tommy would know better,
17 | but those did slowy taper off as construction went on,
18 | but the nmeter set issues and the billing issues always
19 | conti nue.

20 Q But your know edge of the problens that had
21 | been experienced with PGS in the field at Fenney are

22 | based on your attendance at the construction neetings?
23 A Construction neetings and comuni cation with
24 | subcontractors.

25 MR. VWHARTON: That's all | have.

Premier Reporting Reported by: Dana Reeves



6/26/2019 Peoples Gas Systems

Hearing proceedings before: Judge Early - Volume 6 813
1 MR, MOYLE: No questi ons.
2 CROSS EXAM NATI ON
3 BY MR BROWN:
4 Q M. Lovo, give ne an understanding -- let's
5| talk about the billing problens first, those issues. As
6| | understand what was going on, is that The Vill ages
7| would open a Villages account for each hone that was
8 | constructed, correct?
9 A Correct.
10 Q And they would then establish service with
11 | Peoples Gas for the purpose of having the home inspected
12| and to verify that the gas appliances had been
13 | delivered, correct?
14 A Correct.
15 Q And part of the reason to do that was so they
16 | could -- so the gas rebates could be paid because those
17 | can't be paid until the appliances have been verifi ed,
18 | correct?
19 A Vel |, you cannot get a certificate of
20 | occupancy on a house without hot water. So you've got
21| to activate the hot water heater and that's part of the
22 | final plunbing inspection.
23 Q kay. And so rather than waiting to do that
24 | when the house had -- well, and so The Vill ages woul d
25 | open an account and then imedi ately after the gas was

Premier Reporting Reported by: Dana Reeves



6/26/2019 Peoples Gas Systems

Hearing proceedings before: Judge Early - Volume 6 814
1| turned on to get through the CO they would turn off the
2 gas, correct?

3 A Correct.

4 Q And then they would cl ose out the account?

5 A No.

6 Q kay. They would close it out when it got

7 | sol d?

8 A When it got sold, it would get closed.

9 Q And there were issues about this billing that
10 | were goi ng on?

11 A Correct.

12 Q These billing issues did not involve any of

13 | the people who were actually buying the houses, correct?
14 A Correct.

15 Q Al right. And | think with regard to the

16 | construction issues, you said those resol ved when Hanl et
17 | canme on board, at |east those -- not involving the neter
18 | sets, the other issues resolved?

19 A Tomy woul d have to know that. Al | knowis
20 that they, as tinme went on, they were resol ved.

21 Q And you did say that the billing issues with
22 | Peopl es have been getting better, not resolved but

23 | inproved?

24 A No. It's just the quantity has gone down

25 | because the nunber of houses that are served by Peoples
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1 Gas is less, is the number of houses that are under
2 construction that we have accounts, the nunber of
3 | accounts are going down. Sinply the quantity.
4 Q Because you're selling the houses in Fenney
5| and now you're noving on to selling the houses in the
6 | new devel opnents?
7 A Correct.
8 Q Okay. And you're not aware of any |ost sal es
9| to The Villages as a result of any of these problens,
10 | correct?
11 A No.
12 Q No, neaning |'mcorrect?
13 A | do not know of any sales that were | ost
14 | because of that.
15 MR BROWN. That's all | have. Thank you,
16 sir.
17 MR. WHARTON: | have nothing further.
18 THE COURT: Al right. M. Lovo, thank you.
19 We can go off the record.
20 (Wher eupon, the proceedi ngs were concl uded at
21| 3:43 p.m and resune in Volune 7.)
22
23
24
25
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