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1 PROCEEDI NGS
2 (Transcript follows in sequence from Vol une
3 1)
4 CHAI RMAN FAY: All right. Good norning,
5 everyone. Welcone back. | am hopeful today IT and
6 not related wll go a little bit snoother.
7 | was thinking about |ast night the coments
8 fromM. Myle about the football schedule, and the
9 football teans thriving. And then | thought, well,
10 you know, if you are a fan of Florida, or LSU, or
11 Al abama, or, you know, there is still opportunity,
12 right, for things to go right. It's not over just
13 because the first part didn't go exactly how we
14 wanted to go. So | think the next few days w ||
15 prove that. | have confidence in | egal counsel
16 that are here for the parties, and our staff, to
17 get things right.
18 So with that said, | want to do a few
19 housekeeping itens to nmake sure we are in the right
20 posture with the parties, and then nove forward
21 into our continued wi tness testinony and cross.
22 The first is Comnm ssioner G aham has sone
23 personal famly issues that he is dealing with and
24 so wll not be with us, but he will be review ng
25 the record on this docket.
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1 The next is to ensure that we have the proper
2 time on the Conm ssion side, and for the parties,
3 to go through what we need to for cross. W wll
4 likely run | ater tonight and tonorrow to nmake sure
5 that what we are able to get through all of that.
6 | think those of you who know ne know how i nport ant
7 | feel due process is, and | want to nmake sure that
8 everybody feels they have the tine to ask what they
9 woul d like to ask of the witnesses. So |, as nuch
10 as many, don't love doing that, in particularly
11 because ny one-year-old started sem walking, stood
12 up yesterday when | got hone, and so I, you know,
13 hate to m ss those type of things, but we are going
14 to nake sure we do this right, and we are going to
15 be here to do it right through the night. So I am
16 t hi nking around dinnertinme that we will finish both
17 doesn't and tonorrow, to make sure we have tine to
18 do so, and then at a reasonable hour on Friday. |
19 don't anticipate we will necessarily need all of
20 that, but if we do, | want to nake sure that the
21 parti es have that avail abl e.
22 Wth that, let nme make sure that we don't have
23 any additional questions or comments for |egal --
24 fromour |egal staff noving forward.
25 MR, THOMPSON: Nothing from | egal.
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1 CHAI RMAN FAY: (kay. G eat.
2 And then anything fromthe parties before we
3 nove to Ms. Wesley's?
4 MR. WAHLEN: | just amcurious, are we going
5 to be on Case Center or on paper this norning?
6 CHAI RMAN FAY: W are going to be on paper for
7 all cross exhibits.
8 MR, WAHLEN:. Ckay. Very well.
9 CHAI RMAN FAY: Yeah, and if -- thank you. And
10 if we need any tinme to pass themout, we wll pause
11 to do so, to make sure everybody has copies of what
12 they need. |Is that the correct understandi ng that
13 we have with OPC and -- correct?
14 MR. REHW NKEL: Yes. And thank you, M.
15 Chai rman, for your acconmodations. W took the
16 tinme to make paper copies of all that we will need,
17 and we are ready to go in that regard --
18 CHAI RVAN FAY: G eat.
19 MR. REHW NKEL: -- we will meke it work.
20 CHAI RMAN FAY: (Okay. Thank you.
21 M. Myl e.
22 MR, MOYLE: Just a followup on that. |[Is that
23 the situation for the remai nder of the hearing
24 or --
25 CHAI RVAN FAY:  Yes.
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1 MR, MOYLE: -- for today?
2 CHAI RMAN FAY: Yes, that's the situation for
3 the remai nder of the hearing. | think the
4 di scussions that we've had is that we know t hat
5 systemw ||, at sonme point, work the way that we
6 need it to work. W just can't rely on going back
7 and forth, and so to give sone certainty to the
8 parties, we felt that going back to the way we
9 would do it nornmally.
10 The only real sort of positive in this whole
11 thing is alot of OPC s exhibits are confidential,
12 and so we actually have a ot of the material that
13 maybe woul dn't have ot herw se, and so they were
14 accommodat i ng enough to nmake sure that we woul d
15 have hard copies for cross for what they wanted.
16 MR. MOYLE: Ckay. Thank you.
17 CHAI RVAN FAY: Yeah. Sure.
18 Al right. Comm ssioners anything to add? |If
19 not hing -- yeah, M. Wessling.
20 M5. WESSLING | amsorry, just two quick
21 t hi ngs.
22 CHAI RVAN FAY:  Yep.
23 M5. WESSLING On the Case Center aspect, we
24 will still be able to pull up citations to
25 testinony with rebuttal and whatnot through Case
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1 Center, right? |Is that still -- because those are
2 al ready | oaded and everyt hi ng?
3 M5. HELTON: Yes, that's already there, and
4 t here does not appear to be a problemwth that.
5 M5. WESSLING So if we need to reference
6 that, we can still pull that up?
7 CHAI RVAN FAY: Yes. It's our understanding
8 it's only the cross release that was having the
9 I ssue, and so, yes --
10 M5. WVESSLI NG  kay.
11 CHAI RMAN FAY: -- to your point, we should
12 have that. And if for whatever reason we don't
13 have it, or an IT issue, we can pause with it, or
14 find an alternative. But | think the big priority
15 I's making sure that people have the material in
16 front of them whichever way they can access it.
17 M5. WESSLING Okay. G eat.
18 And then we just wanted to nmake sure, we
19 passed out the confidential files, but | think we
20 have a few nore than we had yesterday, so we just
21 want to make sure, is there anyone who had a
22 confidential packet yesterday who does not yet have
23 one this norning?
24 MR, MOYLE: | don't think | do.
25 M5. WESSLI NG  You have that right there, in
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1 the accordion files, it looks like, | guess. It
2 | ooks i ke everyone has it.
3 CHAI RMAN FAY: Yeah. And | have tabbed to
4 71C, | believe, on mne. Does that sounds right?
5 MS. WESSLI NG  Yes.
6 CHAI RMAN FAY: kay. G eat.
7 Conmmi ssi oners, everybody have the right
8 nunber? So all the way down in your confidenti al
9 packet 71C. So that one is mne. Good? Yes?
10 Ckay.
11 M5. WESSLI NG Yeah, just for clarity, we
12 didn't add anynore docunents to those folders. W
13 just added the tabs.
14 CHAI RMAN FAY: Onh, gotcha. Okay, great.
15 M5. WESSLING There is nothing newin there.
16 CHAI RMAN FAY: kay. Geat. And that should
17 be easier for us to locate themin the pile, we
18 really appreciate that. And | know you
19 communi cated with our folks to make sure that was
20 done, but we appreciate that. | think it will be
21 easier fromthe efficiency standpoint.
22 M5. WESSLI NG And we appreciate the
23 Comm ssion's help with that.
24 CHAI RMAN FAY: Sure. Al right. Anything
25 el se, Ms. Wessling?
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1 M5. WESSLI NG  No.

2 CHAI RVAN FAY: Okay. Wth that, M. Wessling,
3 you are wel cone to continue your cross with M.

4 Wesl ey.

5 EXAM NATI ON cont i nued

6 BY M5, WESSLI NG

7 Q Good norning, M. Wesley.

8 A Good nor ni ng.

9 M5. WESSLING | believe | know where we | eft
10 of f, but would it be possible to read back the | ast
11 qguestion and answer that we had with Ms. Wesl ey?
12 (Wher eupon, the court reporter read back the

13 requested portion of the record.)

14 M5. WESSLI NG  Thank you.

15 BY MS. WESSLI NG

16 Q Al right. And, Ms. Wesley, do you renenber
17 that question and answer?

18 A | do. Yes.

19 Q W were tal king about the 2023 Transacti on,

20 and | was asking you, once the decision had been nade to
21 go forward with the transaction, would you agree that

22 the primary consideration for the structuring and tim ng
23 of the 2023 Transaction was PGS's desire to avoid

24  incurring a capital gains tax of approximtely $150

25 mllion; would you agree that that's the case?
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1 A That that's what you asked ne? | amsorry.
2 Q Well, | guess both, both, that that's what |
3 asked you, and also that that was the primry
4  consideration?
5 A So with respect to a primary consideration,
6 vyes, the primary consideration, | think in that whol e
7 discussion there were several things we were
8 considering, including the inpacts of the timng of the
9 transaction, and it -- | amtrying to find out if I can
10 refer back to the exhibit that you are going to go to or
11 not .
12 Q Vell, et nme ask this a different way.
13 Once the decision was made to go forward with
14 the transaction, the conpany had to decide how to do
15 that, and the timng of howto do that, correct?
16 A Yes. That's right.
17 Q And the primary consideration for the
18 structure and timng of the 2023 Transacti on was the
19 conpany's desire to avoid incurring that $150 mllion in
20 t axes, correct?
21 A It was a significant consideration. Yes.
22 Q Al right. Wuld you agree that it was the
23 primary consideration?
24 A | think it is not quite as sinple as you are
25 asking the question, because a consideration was to
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1 ensure it that it was tax free, yes, but bundled up in
2 that was how we would ensure it was tax free, and part
3 of that was how we woul d under take the financing that
4 came about as a result of the transaction. So there
5 were nultiple considerations, including ensuring that it
6 was tax free.
7 Q Al right. So let's |Iook at that exhibit.
8 This was, | believe, admtted as -- or at |east
9 identified as Exhibit 161. This is, it was OPC s
10 Exhibit 62, but it's 161 in the record, | believe. Have
11 we --
12 CHAl RVAN FAY: And, Ms. Wessling, | have 161,
13 t 0o.
14 M5. WESSLI NG  Ckay.
15 CHAI RMAN FAY: So we will identify it as 161.
16 M5. WESSLI NG  Thank you.
17 (Wher eupon, Exhibit No. 161 was marked for
18 identification.)
19 CHAI RMAN FAY: And if we -- Ms. Wessling, we
20 do have a cross exhibit that we nunber, and then if
21 you decide that it doesn't need to go into the
22 record, or it's not sonething you referenced, we
23 will just cross out that nunmber and nove on to the
24 next one.
25 M5. WESSLING Al right. Geat. It |ooks
112 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com

Premier Reporting (850)894-0828 Reported by: Debbie Krick



165

1 | i ke copi es have been passed out of that one.
2 BY Ms. WESSLI NG
3 Q If you could go to Bates page 371 of that
4 exhibit. Do you have that?
5 A | do. Yes.
6 Q Al right. On the second paragraph on that
7 page, would you read the first sentence that starts with
8 "t he"?
9 A Yes.
10 W say: The primary consideration when
11  planning the structure and timng of the 2023
12 Transaction was the conpany's desire to avoid incurring
13 a capital gains tax.
14 Q And then commma, there is a little bit nore.
15 A Comma, which was informally conservatively
16 estimated to be a one-tine tax expense in the year -- |
17 don't know how far you want ne to go.
18 Q Just that sentence.
19 A In the year of the transaction of
20 approximately 150 m | lion.
21 Q Thank you.
22 PGS sought out a private letter ruling from
23 the Internal Revenue Service in order to identify a way
24 to execute the 2023 Transaction in a tax-free manner,
25 correct?
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A Yes.
M5. WESSLING And this will be in the

confidential packet that everyone has, this wll

be

OPC s Exhibit 51C. You want to -- in your binder.

CHAl RVAN FAY: And, Ms. Wessling, do you want

us to keep 161 around, or are you --
M5. WESSLING Yes, we -- yes.

CHAI RVAN FAY:  Ckay.

M5. WESSLING And we are going to admt them

all at the end, right? W are just identifying
t henf
CHAI RMAN FAY: Yes. Correct.
M5. WESSLING Ckay. Geat. So this wll
51C, so that would be Exhibit 162, | believe.
CHAI RVAN FAY:  Yes.
(Wher eupon, Exhibit No. 162 was marked for
i dentification.)
BY MS. WESSLI NG
Q Do you have that, M. Wesley?
| do.
Q Al right. And this packet of informtion,
woul d you agree that this was provided in discovery?
A Yes, it was.
Q Al right. And this packet of information

contains both the application for the private letter

be
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1 A It does.
2 Q All right. And we did our best to excerpt
3 what we hoped to be the nost relevant, so it's -- just
4 so everyone knows, it's not the conplete packet, but we
5 just tried to excerpt what we coul d.
6 And woul d you agree that the private letter
7 ruling that's contained in this packet essentially
8 states that as |long as PGS pays off the interconpany
9 debt by the end of 2023, then the sharehol ders of Enera
10 wll be able to avoid the $150 mllion of tax liability?
11 A In the private letter ruling, it states a
12 nunber of criteria for achieving a tax-free
13 restructuring, but one of those is repaynent of the debt
14 by the end of the year, yes.
15 Q Al right. Thank you.
16 In your direct testinony, you describe what
17 PGS asserts are the benefits of the 2023 Transacti on,
18 correct?
19 A Yes.
20 Q And on page five of your rebuttal testinony --
21 maybe | can send this out to everyone. | amgoing to
22 try to direct everyone to this page.
23 All right. Do you have that page, M. Wesley?
24 | do.
25 Q Al'l right. On line seven -- or excuse ne,
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1 line five of that page, you reference the benefits of
2 the transaction, and you described them as intangible,
3 would you agree?
4 A Yes.
5 Q One of the things that PGS considers to be a
6 benefit of the 2023 Transaction is the ability for both
7 Tanpa Electric and PGS to have separate, or sonmewhat
8 separate Board of Directors?
9 A Yes, that's correct.
10 Q And the 2023 Transaction took effect on
11 January 1st of 2023, correct?
12 A Yes.
13 Q And PGS has added board nenbers since January
14  1st, 2023, correct?
15 A It has added one board nenber, yes.
16 Q Al'l right. And that board nmenber who was
17 added was al so added to the Tanpa El ectric Board of
18 Directors, correct?
19 A That's correct.
20 Q So that tangi ble benefit of not having --
21 necessarily having the sane boards has not yet cone to
22 fruition, correct?
23 A That's correct. It was deened sensible to
24 allow the boards to settle, to go through the
25 restructuring, and then to contenplate how we m ght nove
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1 forward in looking at the skills matrix and determn ni ng
2 what kind of directors would be nost appropriate going
3 forward.
4 Q It's possible that that intangi ble benefit nmay
5 never materialize, though, correct?
6 A It's possible, but unlikely.
7 Q Al right. If we could turn to page 10 of
8 your rebuttal testinony, which is | believe E1-12, and |
9 wll try to direct that as well.
10 Al right. Looking at lines 10 through 14,
11  could you please read lines 10 through 14?
12 A M. Kollen correctly notes that we have not
13 identified any quantifiable short-term financi al
14  benefits fromthe 2023 Transaction for custoners but
15 ignores the many intangi ble benefits of the transaction
16 outlined in ny prepared direct testinony.
17 Q Al right. And M. Kollen is an OPC w tness,
18 correct?
19 A Yes.
20 Q And PGS does concede that nowhere in the
21 record of this case are the benefits to the custoners of
22 PGS of the 2023 Transaction quantified, correct?
23 A | think that is correct. W have noted at
24  nunerous tinmes that the benefits are long-term and
25 there is no short-termquantifiable benefit, but it's
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1 not different fromnmany | ong-term decisions that we nake

2 on behal f of our custoners.

3 Q Those benefits are both I ong-term and
4 intangible, correct?
5 A The benefits of the 2023 Transaction could be

6 quite tangible. Al you have to do is | ook at Hawai i

7 Electric currently to see tangible benefits to custoners
8 as aresult of legal entity separation.

9 Q But you described the benefits of the 2023

10 Transaction as intangi ble, correct?

11 A The short-term benefits that we've spoken

12 about, yes, that has been asked about.

13 Q Al'l right. Wen it cones to the costs of the
14 2023 Transaction, some costs of executing it were

15 covered, or paid by Enera, correct?

16 A Yes. That's right.

17 Q Al'l right. And those costs that were covered
18 Dby Enera were associated with the | egal separation of
19 the conpanies, correct?

20 A That's right.

21 Q And | ooki ng back at the June 19 nmeno, which

22 was in the record as Exhibit 160. It's one of the

23 confidential exhibits. | want to go to that.

24 CHAI RVAN FAY: \What was it nunbered as the

25 confidential ?
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1 MS5. WESSLING It's OPC-50C, but it's also
2 al ready been di scussed and gi ven the nunber of
3 Exhi bit 160.

4 CHAI RMAN FAY: Okay. Thank you.

5 BY Ms. WESSLI NG

6 Q Do you have that, M. Wesley?
7 A | do.
8 Q Al right. If you could go to Appendix I,

9 which is the last page of this exhibit for ne.

10 A | have it.

11 Q Al right. And again, | amgoing to try to be
12 careful about the way I word this information in this

13 question, and | just ask you do the sanme with your

14  response.

15 Wul d you agree that this docunent estinated
16 the costs that Enera would have to bear to carry out the
17 2023 Transaction?

18 A It did.

19 Q And wi thout stating any of the nunbers, would
20 you agree that the nunbers reflected here ended up being

21 an accurate range for carrying out the 2023 Transacti on?

22 A Yes, they did.
23 Q All right. So the nunber Enera had to pay was
24  sonmewhere between those two -- the | ow and the high

25 esti mat e?
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1 A Yes.
2 Q All right. And all of those costs were
3 one-tinme costs that Enera had to pay, correct?
4 A Yes.
5 Q In the requested revenue requi renent from PGS
6 in this case, there are costs associated with the 2023
7 Transaction that PGS is seeking to have custoners pay
8 for, correct?
9 A PGS is seeking to have the interest expense
10 and associ ated costs of entering into i ndependent
11  financing recovered, yes.
12 Q And that's on an annual basis, correct?
13 A Yes.
14 Q And subj ect to check, but the revenue
15 requirenent portion associated wth the 2023 Transacti on
16 is approximately $9.7 mllion, correct?
17 A Yes.
18 Q And that $9.7 mllion is not a one-tine cost,
19 correct?
20 A It is not a one-tine cost.
21 Q And that is something that PGS is seeking to
22 recover fromcustoners every year for the foreseeable
23 future, correct?
24 A PGS is seeking to have the interest expense
25 associated with the debt that it incurs as part of
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1 running its business recovered as part of the ratenaking
2 process, Yyes.
3 Q And had it not been for the 2023 Transacti on,
4 PGS would not be seeking to recover those $9.7 mllion
5 annually fromcustoners for the foreseeable future,
6 correct?
7 A That is true. The 2023 Transaction occurred
8 at a tine when interest rates had risen fromextrene
9 lows, and that's what's -- that's what's resulted in
10  higher interest expenses in this instance, associ ated
11 with many of the benefits that we' ve spoken about.
12 Q And | believe we covered this yesterday as
13 well, but the decision to carry out the 2023 Transacti on
14 was a discretionary decision?
15 A Yes, it was.
16 Q Al right. If we could go to page six of your
17 rebuttal testinony, which I believe is E1-8. [|'ll see
18 if | can direct everyone there as well.
19 M5. WESSLING Is that working, by the way,
20 di recting?
21 CHAI RMAN FAY: It is -- it is working. As of
22 right nowit is working.
23 M5. WESSLING Al right.
24  BY Ms. WESSLI NG
25 Q And | would like to ook at lines 15 through
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10
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18 and 21 through 23, but we will go through them
separately. Let ne direct this.

Al right. Could you read the sentence that
begins on line 15 of your rebuttal testinony that starts
wth "the creation"?

A The creation of an independent supply chain
team for Peopl es woul d have occurred whet her the 2023
Transaction was executed or not for all the beneficial
reasons explained by M. Richard.

Q Al right. And then starting on |line 21,
there is a sentence that begins with "OPC', could you
pl ease read that?

A OPC has assuned a causal |ink between creation
of the supply chain team and the 2023 Transacti on but
has not pointed to any evidence proving a |link, because
none exi sts.

Q Al right. You would agree that throughout
the witness testinony in this case, and the discovery in
this case, that there has been various testinony and
exhibits that state that the main reasons cited for PGS
for the supply chain teamare the growh rate of the
conpany and the geographic differences in service areas
and utility function between Tanpa El ectric and PGS,
correct?

A | think we've tal ked about a nunber of reasons
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1 for the creation of a supply chain team largely the

2 different needs of PGS versus Tanpa Electric,

3 particularly as we've grown, yes.

4 Q Al right. And those two main reasons,

5 though, are the growmh rate and the geographic and

6 function differences between the conpanies, would you

7 agree with that?

8 A | don't disagree with it.

9 Q kay. And if we could go back to OP -- or the
10 exhibit that we nost -- the nost recent confidential

11 exhibit, which is OPC 51C but also 162 of the record.
12 Al right. And we are going to go to Bates page 13400.
13 Are you there, M. Wesley?

14 A | am

15 Q All right. And again, this set of docunents
16 contains both the request for the private letter ruling
17 that we discussed earlier and the private letter ruling
18 itself, correct?

19 A Yes.

20 Q And this page, if you need a second to

21 confirm but this page is part of PGS s request for the
22 private letter ruling, would you agree with that?

23 A Yes.

24 Q And woul d you agree that in the paragraph

25 nunber -- nunbered Roman nuneral 11, this paragraph is
112 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com

Premier Reporting (850)894-0828 Reported by: Debbie Krick



176

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

where PGS was explaining the primary reasons for why PGS
wanted to go forward, or carry out the 2023 Transaction
to the IRS, correct?

A Yes.

Q Al right. And of the reasons listed in this
par agr aph, you woul d agree that there is overlap between
t he reasons for the 2023 Transaction and reasons for the
creation of the supply team correct?

A | would agree. Yep. They are consistent with
a grow ng, changi ng conpany.

Q So those two reasons that we di scussed as
being the main reasons for supply chain teamcreation
are also included in this list of reasons in Exhibit
162, correct?

A Yes.

Q Al'l right. And we've gone over this, it mght
be the nost asked question, but the transaction took
pl ace January 1st of 2023, correct?

A Yes.

Q And the supply chain teamwent into effect on
the very sanme day, correct?

A No, it did not.

Q So it's your testinony that the supply chain
teamdid not go into effect on January 1st of 2023?

A It's ny testinony that in |late 2021, we began
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1 evaluating the need for a supply chain team |n 2022,
2 we undertook sone external evaluation to |ook at the
3 merits of creating a supply chain team and we began
4 towards hiring nenbers of that supply chain teamin |ate
5 19 -- in late 2022. | don't honestly recall when the
6 |eader of the supply chain teamwas hired, but we began
7 work on building a supply chain teamin |ate 2021.
8 Q Just one nonent.
9 Al right. So |I understand that you said that
10 the concept and the work towards creating the supply
11 chain team began in 2021, but the effective date of the
12 supply chain team would you agree, was January 1st of
13 20237
14 A | honestly -- to be conpletely honest wth you
15 wth respect to what | recall and what | don't recall
16  about whether we woul d have said a supply chain team was
17  launched January 2023, the facts are that we began
18 reviewing the process to build our own supply chain team
19 in 2021, and we began evaluating it further in 2022. W
20 went to market at sonme point in 2022. W had tenporary
21  resources supporting us in 2022 doing supply chain
22 function on behalf of Peoples Gas directly, and | don't
23 recall exactly when we hired the director of supply
24  chain, Chris Cooper, but all | can tell you is all of
25 this work began in 2021 conpletely separate fromthe
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1 legal entity restructuring. That's -- that is the

2 barebones of it.

3 Q If you could |look at lines 20 through 22.

4 There is one sentence there that begins with the word

5 "effective". Do you have this page pulled up?

6 A No, you didn't tell ne where to go.

7 Q Al right. 1It's page D5-273. On lines 20

8 through 22, could you pl ease read the sentence that

9 begins with the word "effective"?

10 A Ef fective January 21 -- January 1st, 2023,

11  Peopl es established a supply chain nanagenent group

12 wthin the ECT area with three team nenbers.

13 Q So you woul d agree that there is overl ap

14  between the reasons for the creation of the supply chain
15 team and the 2023 Transaction, correct?

16 A | would agree that both our -- both stem from
17 the growth in Peoples Gas and the desire to enable

18 Peoples Gas to function nore specifically with resources
19 ained at serving the needs of Peoples Gas.

20 Q And with reading that sentence, would you

21 agree that they both becane effective on the sane day?
22 A Yes.

23 Q But it's still PGS s position that despite the
24  overlapping reasons and the identical effective dates,
25 that those decisions were unrelated to each other?
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1 A | believe you have asked ne if they are

2 related, and | have said they are related. They

3 actually both stemfromsimlar causal reasons. The

4 2023 Transaction did not trigger the creation of a

5 supply chain team and we've been consistent with that

6 position throughout all depositions and throughout all

7  testinony.

8 Q Wul d you agree that if the creation of the

9 supply chain teamwere -- had been done as part of the
10 2023 Transaction, that the cost of the supply chain team
11  would al so be costs of the 2023 Transacti on?

12 A No, | would not. You have asked ne that

13 question in prior testinony, and | have said no to that
14 as well.

15 And | think | have also said that the 2023

16 Transaction did not, in any way, shape or form require
17 the conpany to perform shared services differently than
18 it had before. W continue to have access to Tanpa

19 Electric shared services. There was nothing in the

20 private letter ruling that cited a need for us to change

21  how we carry out shared services. They are unrel ated.

22 M5. WESSLING Al right. [|If we could | ook at

23 exhibit -- OPC Exhibit 54C, and it's a confidenti al

24 one.

25 CHAI RMAN FAY: That woul d be 163.
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1 (Wher eupon, Exhibit No. 163 was marked for
2 identification.)
3 BY M5, WESSLI NG
4 Q All right. Do you have that page, M. Wesl ey,
5 that exhibit?
6 A | do.
7 Q Al right. And are you famliar with the
8 contents of this exhibit?
9 A Broadl y.
10 Q I n your executive experience, you have cone
11  across docunents |ike this before?
12 A Yes.
13 Q Al right. Again, these were provided as part
14  of discovery, correct?
15 A Yes.
16 Q But I -- you would agree that this is not the
17 conplete set of discovery that was provided of the sane
18 material. These are just excerpts of everything that
19 was provided?
20 A Yes.
21 Q Al right. And if we could | ook at Bates page
22 9558. On the left-hand side of the page, do you see
23 where it says the word "outl ook"?
24 Yes.
25 Q Al right. And again, we are trying to be
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1 careful here, but without reading the word to the right
2 of the word "outl ook", you would agree with ne that the
3 word to the right of the worth "outl ook" represents a
4 change fromthe prior edition of this docunent, correct?
5 A Yes.
6 Q And that change is nore fully described on the
7 right-hand side of this page in the second paragraph,
8 last sentence? And if you want to read that and
9 respond.
10 A Yes.
11 Q Al right. Turning to the second page, which
12 is Bates 9559. |If you could |ook at the |last -- excuse
13 e, second to |ast blue header, it starts with a word
14 that begins with these letter F.
15 A Yes.
16 Q Al right. And if you could read to yourself
17 the first sentence in that section.
18 A Yes.
19 Q You woul d agree that the statenents that we' ve
20 just -- | have just identified on these two pages could
21 result in higher borrowi ng costs for PGS, correct?
22 A And | amsorry, | amnot sure | understand the
23 question in the tinmefrane.
24 Q So one of the things that PGS is seeking is an
25 independent rating, correct --
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1 A Yes.

2 Q -- as a new conpany, correct?

3 A Yep.

4 Q And the rating will have an affect on the

5 costs of borrow ng, correct?

6 A Yes.

7 Q And the sentences that | have pointed out in

8 Exhibit 163, you would agree could result in higher

9 borrowing costs for PGS when they are -- once they get
10 their rating?

11 A What's tal ked about specifically here is the
12 credit rating of Tanpa Electric, not Peoples Gas.

13 Q But the credit rating of Tanpa El ectric woul d
14 have an affect on how the credit rating of PGS is

15 determ ned, would you agree?

16 A M. MOnie will be very pleased to have

17 conversation on the details of credit ratings and how
18 they are fornulated, but a big part of the rationale for
19 the benefit of Peoples Gas independently seeking

20 financing is that Peoples Gas will be seeking a credit
21 rating on the nmerit of its conpany, and no | onger be

22 connected to the credit rating of Tanpa Electric in the
23  sanme way.

24 Q Al t hough they will be different -- well, they
25 already are different conpanies, they are still
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1 subsi di ari es of the sane conpany, Enera, correct?
2 A Yes.
3 Q Just one noment.
4 Al right. W can set that exhibit aside for
5 now And | would Iike to discuss the subject of
6 staffing with you a little bit. W wll be going
7 through this with sone other wi tnesses as well, but
8 there are sone aspects that | would like to ask you
9 about if that's all right.
10 A Sure.
11 Q A portion of PGS s requested rate increase is
12 due to PGS s goal of hiring approximately 150 new
13 enployees in 2023 and 2024, correct?
14 A Yes.
15 M5. WESSLING And | would like to pass out
16 exhibit -- this is a nonconfidential exhibit, OPC
17 55.
18 CHAI RVAN FAY: And that will be 164, M.
19 Wessl i ng.
20 M5. WESSLI NG Thank you.
21 (Wher eupon, Exhibit No. 164 was marked for
22 identification.)
23 THE WTNESS: | need one. Wuld you m nd
24 catching ne at the begi nni ng when you are wal ki ng
25 around? Thank you.
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1 M5. WESSLING Al right. It looks |ike

2 everyone has a copy now, and | -- this is going to

3 be 1647

4 CHAI RVAN FAY:  Yes.

5 M5. WESSLI NG Ckay. Geat.

6 BY M5. WESSLI NG

7 Q And | think the easiest place to |ook is on

8 the second page. There is a total payroll not trended

9 replacenent and new positions |line. Do you see that?
10 A Yes.

11 Q Al right. So this indicates that the

12 proximate split of those 150 enployees is, at the tine
13 this was filed, intended for 90 enpl oyees to be -- or
14 positions, rather, to be added in 2023 and 64 in 2024?
15 A That's correct.

16 Q And we can go to it if we need to, but let ne
17 see if you have an issue with it first. But in your

18 direct testinony, you stated that the hires for 2023 --
19 for those hires in 2023, PGS planned to hire those 90
20 enployees in the fourth quarter of 2023, correct?

21 A Yeah. | think we say the majority of them
22 Yes.

23 Q You said that you believe you said that PGS
24 was intending to hire a nmgjority of the 90 in the fourth
25 quarter, or all of themin the fourth quarter?
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1 A | honestly don't recall. GCircunstance has
2 changed since then, and we've actually hired 60 of those
3 90 to date.
4 Q Al right. | just want to stick with what's
5 in your testinony for just a nonent. | will direct the
6 page -- this is page D1-37, lines -- did it show you
7 there, or if you want to | ook in your notebook?
8 A In nmy direct testinony?
9 Q Yes. It's page 34 of your printed copy there
10 of your direct testinony.
11 Al right. So it's lines 11 through 14.
12 Wuld you read the word that says -- or excuse ne, the
13 sentence that begins with the word "consequently"?
14 A Consequently, we are planning to pursue our
15 increnental team nenber hiring only in the fourth
16 quarter of 2023 to ensure we continue to have the
17 resources required to support current customer grow h.
18 Q Thank you.
19 And then we are going to pass out another
20 nonconfidential exhibit. This is OPC 56. So |I guess
21  that woul d be 165.
22 A Thank you.
23 CHAI RMAN FAY: Thank you. Al right. M.
24 Wessling, we will |abel that 165.
25 (Wher eupon, Exhibit No. 165 was marked for
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1 identification.)
2 BY Ms. WESSLI NG
3 Q Al right. So if we ook at the first page
4 after the cover page here, this exhibit lists the actual
5 and projected | abor of PGS in various years, correct?
6 A Yes.
7 Q Al right. And if we look in the -- excuse
8 nme, it's actually the second page, so the | ast page of
9 the exhibit. If we |ook at the actual and projected
10 rows for 2022, so the third and fourth rows, really, on
11 t his docunent, you would agree that at the end of 2022,
12 the actual headcount of PGS was 708 enpl oyees?
13 A That's correct.
14 Q And so the end of 2022, that would be Decenber
15 31st of 2022. Then per your initial direct testinony,
16 you stated that the conpany was going to be adding 90
17 enployees in the third -- excuse ne the fourth quarter
18 of 2023, correct?
19 A Yes.
20 Q And that woul d, subject to check, be an
21  approxi mate i ncrease of enpl oyees by 13 percent?
22 A Yes.
23 M5. WESSLI NG  And now passi ng out OPC 40. |
24 believe, M. Chair, it would be 1667
25 CHAI RVAN FAY:  Yes.
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1 (Wher eupon, Exhibit No. 166 was marked for
2 identification.)
3 BY M5, WESSLI NG
4 Q Al right. If you could just read this one to
5 yourself, unless you are already very famliar with it.
6 A | am good.
7 Q Okay. This interrogatory states that -- you
8 would agree with nme that this interrogatory states that
9 due to financial challenges experienced by the conpany
10 in 2023, Peoples is managi ng costs, including the timng
11  of hiring new team nenbers and planning to pursue our
12 increnental team nenber hiring only in the fourth
13 quarter of 2023, correct?
14 A Yes.
15 Q And the next sentence in that interrogatory
16 states that, as further discussed by w tness Wsl ey,
17 these actions are not sustainable long-term correct?
18 A Yes.
19 Q Okay. |If we could turn to confidenti al
20  Exhibit 3.
21 MR. WAHLEN:. Has that al ready been identified
22 or is that a new --
23 M5. WESSLING It's -- this is a new one.
24 MR, WAHLEN: Ckay.
25 M5. WESSLING So this will be 167.
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1 (Wher eupon, Exhibit No. 167 was marked for

2 identification.)

3 BY M5, WESSLI NG

4 Q Again, it bears repeating, but since this is

5 confidential, | amgoing to try to be careful with the

6 way | word this.

7 Are you there, M. Wesley?

8 A Yes.

9 Q Great. And you would agree with me that this
10 exhibit is, again, one that was provided in discovery

11 but in a nmuch |arger docunent, correct?

12 A Yes.

13 Q Right. And this is just an excerpt of that,
14  but the excerpts contained in this docunent are excerpts
15 from PGS presentation at a Septenber 26th, 2022, Enera
16 Board neeting, would you agree?

17 A Yes.

18 Q And you woul d have been at that neeting,

19 correct?

20 A Yes.

21 Q And you woul d have been invol ved i n maki ng

22 this presentation?

23 A Yes.

24 Q All right. |If we could | ook at OPC Bates 3,
25 which is the page that has the | arge nunber eight on the
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bott om

All right. There is a section on this page
that begins wth the word "assunptions", would you
agree?

A Yes.

Q Al right. And |looking at specifically the
fourth bullet point under the word "assunptions"”, could
you pl ease read that to yourself? Are you done?

A Yes.

Q Al right. And |Iooking specifically at the
| ast sentence of that bullet point, you would agree that
there is no reference to the practice described there as
bei ng unsust ai nabl e, correct?

A There isn't, but | would argue that that
really wasn't the purpose of this docunent, and nor
woul d we expand on those kinds of coments in this form

Q But just as far as ny question goes, there is
no reference to that practice being unsustai nabl e?

A Nope.

Q Al right. You would agree that if the
Commi ssion were to approve PGS s requested rate increase
specifically about all of the revenue requirenent for
the increased staffing, that customers woul d be paying
rates based off of that |evel of staffing whether PGS

hired that many people or not, correct?
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1 A | think we have testified throughout that we
2 are managi ng our team nmenber and our contractor services
3 in order to sustain the work activity happening. And
4 there is a trenmendous focus on headcount here, which is
5 team nenbers, but we have proven in 2023 that we have
6 actually hired ahead of what we planned for 2023 because
7 we've needed those team nenbers to performthe work.
8 Q And we' Il go through potentially you, and
9 mybe other wtnesses, tal k about that sone nore, but
10 just specifically with regard to this question -- and
11 again, if you can just try to answer a yes or no, and
12 then if you feel the need to explain, explain.
13 But you woul d agree that if the Conm ssion
14 were to approve PGS s rate request wth regard to
15 staffing as requested, that custoners will be paying for
16 all 150 enpl oyees whet her those enpl oyees were hired or
17  not, and that would be for the foreseeable future,
18 correct?
19 A Yes. That's true.
20 Q And if the conpany, PGS, were not to hire al
21 150 of those new enpl oyees, custoners woul d be payi ng
22 for sonething that they were not receiving a benefit
23 for, correct?
24 A No, | woul d di sagree, because in that case, we
25 would hire contractors to do the work instead of team
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1  menbers.
2 Q Wll, if you were able to hire contractors,
3 correct?
4 A We are able to hire contractors.
5 Q And the staffing levels that you have
6 referenced in exhibit -- the large one -- those al
7 refer to -- those don't refer to contractors, correct?
8 A No, those are -- those are team nenbers, but
9 if the team-- if the team nenbers can't be hired,
10 contractors are hired to do the work at a hi gher cost.
11 And as we've referenced in testinony, what we are trying
12 to dois hire nore team nenbers so that we can avoid
13  hiring nore expensive outside contractors.
14 Q One nonent.
15 Not every team nenber's job can be done by a
16 contractor, correct?
17 A That is true.
18 Q And | ooking at that same exhibit we were just
19 |l ooking at, sane bullet point, could you read to
20 yourself the second sentence in that bullet point?
21 A Yes.
22 Q That reflects a potential benefit to PGS if
23 they were not able -- if the conpany were not able to
24  hire the 150 enpl oyees, woul d you agree?
25 A It's really just speaking to the mathematics
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1 around what happens if hiring doesn't occur. Yes.

2 Q Ckay. So yes. Al right.

3 M5. WESSLING If we could look at -- we wll
4 need to pass out Exhibit OPC 100.

5 CHAI RMAN FAY: That will be 168.

6 (Wher eupon, Exhibit No. 168 was marked for

7 identification.)

8 M5. WESSLING Al right. So this is, you

9 said, 1687

10 CHAI RVAN FAY:  Yes.

11 M5. WESSLI NG Thank you.

12 BY MS. WESSLI NG
13 Q Al right. And are you famliar with the

14 contents of this excerpted docunent, M. Wesley?

15 A Not deeply, no, but | see what it is.

16 Q You see what? | amsorry.

17 A | see what it is.

18 Q Al'l right. This is the annual report of

19 Peoples Gas fromboth 2022 and 2021, woul d you agree, or

20 at least portions of then?

21 | amsorry, | didn't hear your answer.
22 A Yes.
23 Q kay. And you are famliar, generally

24  speaking, with the annual reports of the conpany,

25 correct?

112 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com
Premier Reporting (850)894-0828 Reported by: Debbie Krick



193

1 Yes.
2 Q All right. And |looking at this second page,
3 which has -- it's page 38 at the very bottom This is
4 for the period ending in Decenber 31st, 2022, correct?
5 A Yes.
6 Q Al right. And if you want to take the tine
7 to count themup, or take nmy word for it, this docunent
8 shows that during the cal endar year 2022, PGS
9 transferred 15 enployees from PGS to Tanpa El ectric,
10 would you agree, subject to check?
11 A It appears so.
12 Q And during that sane tinmefranme, and on this
13 sane docunent, it reflects that Tanpa El ectric
14 transferred nine enployees from Tanpa Electric to PGS?
15 A Sounds ri ght.
16 Q Al'l right. And |ooking at the 2021 version of
17  this page, which is the |ast page of this exhibit. This
18 is, again, for the cal endar year 2021. Wuld you agree,
19 subject to check, that PGS transferred 10 enpl oyees from
20 PGS to Tanpa Electric?
21 A Yes.
22 Q And subj ect to check, that Tanpa Electric
23 transferred eight enployees from Tanpa Electric to PGS?
24 A Yes.
25 Q And the colum to the right on both of those
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1 pages indicate that these transfers were pernanent,

2 would you agree?

3 A | think what it indicates is that they were

4 either permanent or tenporary enpl oyees.

5 Q And do you see that every single one is

6 indicated as a pernmanent?

7 A Yes.

8 Q Al right. And this is referring to the

9 transfer, not the status of the enpl oyee, would you

10 agree?

11 A No. | believe it's referring to the status of
12 the enployee, i.e., these are pernmanent enpl oyees, not
13 tenporary enpl oyees.

14 Q And the enpl oyees |isted on these two pages,
15 these are only enpl oyees where they are earning -- they
16 earn nore than $50,000 annually, correct?

17 A Yes. That's what it says.

18 Q Based on the data on those two pages that we
19 | ooked at, in both 2021 and in 2022, PGS transferred

20 nore enployees to Tanpa Electric than Tanmpa El ectric

21 transferred to PGS, would you agree?

22 A That seens to be what the data says, yes.

23 M5. WESSLING Al right. If we could | ook at
24 OPC, the confidential Exhibit 1. | think that

25 brings us to 169.
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1 CHAI RVAN FAY:  Yes.
2 (Wher eupon, Exhibit No. 169 was nmarked for
3 identification.)
4 BY M5. WESSLI NG
5 Q Al right. And, Ms. Wsley, would you agree
6 that this docunent contains excerpts of a presentation
7 made to the Enera board at a June 2020 board neeting?
8 A Yes, it preceded ny tinme, but yes.
9 Q It preceded your time, but you are famliar
10 with these docunents? You have seen t hem before?
11 A Roughly. | haven't reviewed this one
12 in-depth.
13 Q Al right. You have no reason to doubt
14 authenticity of this --
15 A | did not.
16 Q -- even though you weren't there, correct?
17 A Nope.
18 Q Al right. And turning to Bates page 157.
19 Again, this is ny nunbering. | amgoing with the nunber
200 in the mddle of the page, so this is the |ast page of
21  the exhibit.
22 All right. You would agree that in the fourth
23 blue row, that these itens in that row refl ect goals of
24  Peoples Gas at that tinme, correct?
25 A | believe these were actually Enera goals.
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1 Q Al right. WlIl, goals of Enera then. You
2 would agree that these were goals of Enera?
3 A As far as |I know, vyes.
4 M5. WESSLING Al right. And just for
5 pur poses of the record, this is OPC Bates No. 7.
6 | would |like to now pass out two nore
7 nonconfidential exhibits. That would be OPC 53 and
8 OPC 72. So | guess we will go with OPC 53 being
9 No. 1707
10 CHAI RVAN FAY:  Yes.
11 (Wher eupon, Exhibit No. 170 was marked for
12 identification.)
13 M5. WESSLING And OPC 72 being nunber 171
14 (Whereupon, Exhibit No. 171 was marked for
15 identification.)
16 BY MS. WESSLI NG
17 Q And whil e they are passing that out, just one
18 nore question on the confidential exhibit we were just
19 looking at in that row.
20 These are goals for Emera, but at this tine,
21  in June of 2020, PGS was indirectly a conpany of Enera
22 as well, correct?
23 A Yes. Absolutely.
24 Q Ckay. So if it was a goal for Enera, it was a
25 goal for every conmpany wthin Enera?
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1 A In the collective Emera has that goal to
2 achieve. Not every conpany within Enmera's suite of
3 conpanies is able to achieve that specific netric.
4 Q And perhaps not that netric, but that -- not
5 the nunber associated with those goals, but all of those
6 words in bold in that row are generic goals of Enera,
7 and every conpany within Enmera, correct?
8 A Yes. And | would argue --
9 Q So nost conpanies on the planet, right?
10 A -- expected normal achi evenents for a |arge
11 organization that owns utilities, yes.
12 Q All right. W'IlIl |ook at 170 first.
13 CHAI RVAN FAY: 170 being OPC 537
14 M5. WESSLI NG  Yes.
15 CHAI RVAN FAY: (kay.
16 M5. WESSLI NG  Thank you.
17  BY MS. WESSLI NG
18 Q Al right. Looking at Exhibit 170, do you
19 recogni ze this docunent?
20 A | do.
21 Q Al right. You would agree that this was an
22 investor presentation from-- or dated August 11th of
23 2023, correct?
24 Yes.
25 Q And the other exhibit, OPC 52, slash, hearing
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1 Exhibit 171, this -- that exhibit is from-- was very

2 recently published. | believe it was Septenber 6th,

3 would you agree?

4 A Yeah. It looks like it's just a nornal

5 investor dec.

6 Q Ckay. And it's -- that exhibit, 171, is

7 entitled Investor Presentation Septenber and Cctober of

8 2023, correct?

9 A Yes.

10 Q And just sort of have both of those handy, if
11  you could. But looking at 170, Slide 4, using the

12 nunbers on the slides thenselves. Looking at this page,
13 on the far right, there is a bar graph with two bars, a
14  yell ow one and a blue one, correct?

15 A Yes.

16 Q And the blue graph represents Florida's -- or
17 excuse ne, Enera's Florida conpanies, which would be

18 both Tanpa Electric and PGS, correct?

19 A Yes.

20 Q Al right. And this slide indicates -- this
21 is an Enera slide, correct? This is an Enera

22 presentation, and the circle graphic in the mddle

23 indicates that between 2023 and 2025, Enera expects to
24  spend approximately eight to $9 billion worth of capital
25 investnent across all of the Emera conpanies, correct?
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1 A That's correct.

2 Q And 75 percent of that eight to $9 billion

3 worth of capital investnent is expected to take place in

4 Florida, correct?

5 A Yes.

6 Q So that nmeans 75 percent of eight to $9

7 billion of capital will be invested between Tanpa

8 Electric and PGS in Florida by Enmera between 2023 and

9 20257

10 A Yes.

11 Q Al right. That investnent between those two
12 conpanies is not identical, correct?

13 A No. Peoples Gas is significantly smaller than
14  Tanpa El ectric.

15 Q Significantly smaller than Tanpa El ectric, but
16 percentage-w se, Enera intends to grow PGS's rate base
17 nuch faster than Tanpa Electric's, would you agree?

18 A | am not sure of the exact nunbers. | think
19 what Enera sees is the custonmer demand for Peoples Gas
20 is higher than for Tanpa Electric.

21 Q I f you could |look at slide 19 of that same

22 exhibit. There is no 19. Hang on. Slide 15.

23 CHAI RMAN FAY: Rate base by forecast?

24 M5. WESSLING Yes. And so it's Slide 15 of
25 that exhibit, and then Slide 46 -- excuse ne, 46 of
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1 Exhibit 171.

2 BY Ms. WESSLI NG

3 Q Do you have both of those pages up?

4 A | do.

5 Q Ckay. And again, both of these are very

6 recent rate base forecasts recently put forward by

7 Enera, correct?

8 A Yes.

9 Q And on both of these rate base forecasts, the
10 rate base forecast for Peoples Gas is 13.6 percent,

11 correct?

12 A Yes.

13 Q And for Tanpa Electric, it's eight-and-a-half
14  percent?

15 A Yes. | think they are at different stages of
16  maturity.

17 Q Al right. And -- but what this specific

18 information reflects is the rate base forecast, correct?
19 A Yes.

20 Q And capital expenditures, |like we were just
21 discussing on the earlier page, the eight to $9 billion
22 of capital investnent, there is a direct relation

23 between capital investnent and rate base grow h,

24  correct?

25 A That's correct.
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1 Q And when there is an increase in rate base,
2 that translates to higher returns for the conpany and
3 sharehol ders, correct?
4 A Assum ng that its rates keep up with the inn
5 crease in rate base.
6 Q And based off of these two rate base
7 forecasts, Enera has plans to grow PGS s rate base
8 between 2023 and 2025 nore than any other conpany within
9 Enmer a?
10 A Enmera is, in this view of things,
11 consolidating the projected gromh fromeach of the
12 affiliates. So Peoples Gas woul d have said, based on
13 what we see custoner demand being, this is what we
14  expect our rate base growmh to be.
15 Q | have to ask for a yes or no to go along with
16 that explanation.
17 So the question that | asked was: O all of
18 the Enera's conpanies, PGSis -- Emera is intending to
19 grow PGS's rate base nore than any other of Enera's
20 conpanies, would you agree with that?
21 A Yes.
22 Q And then for the reasons you put on the
23 record?
24 A Yes. And | amreally just reacting to the
25 Enera intends peace of it. It really is a case of
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1 Peoples Gas is saying, this is what we see custoner

2 demand bei ng.

3 Q And | guess to rephrase it to be nore

4 consistent with these docunents, Enera forecasts that --

5 A That's right.

6 Q -- rate base for PGS will grow faster than any

7 other of Enera's conpanies?

8 A That's right.

9 Q And Enera is al so spending -- or excuse ne --
10 investing capital in the two Florida conpanies nore than
11 any other of Enera's conpani es between 2023 and 20257
12 A Yes. And Florida is growing significantly
13 faster than any of the other geographies that Enera
14  operates in.

15 M5. VESSLI NG One nonent.

16 And, M. Chair, the next subject that | was
17 going to talk about is fairly lengthy. | didn't
18 know i f now would be a good tine for a break or if
19 you wanted us to conti nue.

20 CHAI RMAN FAY: Keep going. W wll plan on
21 taking a break nore near the two-hour nark.

22 M5. WESSLI NG  Ckay. Thank you.

23 CHAI RMAN FAY: Are we staying on these

24 exhi bits, Ms. Wessling, or can we --

25 M5. WESSLI NG No, we can put these exhibits
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1 asi de for now.
2 BY MS. WESSLI NG
3 Q And, Ms. Wesley, | would |ike to ask you sone
4 questions about SeaCoast Gas Transm ssion.
5 You are the President and CEO of Peoples Gas,
6 obviously, but you are also the President and CEQ or
7 just president of SeaCoast Gas Transm ssion?
8 A | don't want to get hung up on a technicality.
9 I'mnot entirely sure, honestly.
10 Q You are at |east the President --
11 A At least the President. That's right.
12 Q -- or SeaCoast?
13 A Yes.
14 Q Al right. Thank you.
15 And coul d you just explain what SeaCoast Gas
16  Transm ssi on Conpany is?
17 A Sur e.
18 SeaCoast Gas Transmission is a non-rate
19 requlated transm ssion pipeline that is owed by TECO
20 Energy, operates in the state of Florida.
21 Q And t herefore al so owned by Enera?
22 A Yes.
23 Q Ckay. And SeaCoast Gas is under the
24 Commssion's jurisdiction as a non-rate regul ated
25 interstate gas pipeline that operates throughout the
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state of Florida, correct? Excuse ne, intrastate?

A Yes.

Q Ckay. And SeaCoast designs and builds
pi pel i nes, correct?

A It does.

Q Al right. And they also sonetines operate
pi pel i nes?

A Yes.

Q And t he conpany, SeaCoast, has been around

si nce approxi mately 2009, does that sound right?

A | believe it was 2008, but in that vintage,
yes.
Q Sonewhere around there, okay.
And SeaCoast has no enpl oyees of its own,
correct?

A That's correct.

Q The operations aspect of SeaCoast are l|largely
provi ded by Peopl es Gas enpl oyees, correct?

A That's correct.

Q And occasi onal ly, SeaCoast conpetes w th other
conpanies to build pipelines, correct?

A Yes.

Q O her tinmes, SeaCoast m ght seek to partner
wi th another pipeline on a project?

A Correct.
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1 Q Whet her conpeting al one or partnering with
2 another conpany, it's an inportant strategy for Seacost
3 to maintain a cost profile that is as | ow cost as
4  possible, correct?
5 A | would argue that's true of all pipeline
6 conpanies. Yes.
7 Q And one of the ways that SeaCoast can achieve
8 this lower cost profile is in the way that it is
9 capitalized, correct?
10 A It is -- SeaCoast -- yes, SeaCoast is able to
11  have a |l ower cost of capital because it can be nore
12 highly | everaged.
13 Q And it's true that Enmera capitalized SeaCoast
14 so that it is, to use your words, nore highly | everaged?
15 A And able to conpete with the peers that it
16 has, which typically have a simlar capital structure.
17 Q And | amsorry to harp on this, but if you
18 could try to --
19 A Yes.
20 Q -- do the yes or no, and then your
21  expl anati on.
22 So the answer to that question was, yes, plus
23 the answer you provided?
24 A Yes.
25 Q kay. Geat.
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1 And this would nean, in all |ikelihood, that
2 SeaCoast has little or no equity in its capital
3 structure, but certainly it neans at least that it has a
4 |ower equity ratio than the 54.7 that PGS has, correct?
5 A That's correct.
6 Q Anot her way this cost profile can be achieved
7 for SeaCoast Gas is in howits operating cost profile is
8 achieved, correct?
9 A Yes.
10 Q And for any work that a PGS enpl oyee perforns
11 on behal f of SeaCoast, there nust be an affirnmative
12 transaction that ensures that the cost for that person's
13 tine is recorded in such a way that it does not hit
14  PGS's books, correct?
15 Yes. That's correct.
16 Q And the reason for this is to ensure that
17 those costs are either directly charged to SeaCoast or
18 captured in a general allocator under the Modified
19 Massachusetts Method all ocation formula, correct?
20 A Yes. | mean, there are three different ways
21  in which -- in which charges go to SeaCoast. There is
22 direct charging. There is an allocation of tine, and
23 then there is the Mdified Massachusetts nodifier, which
24 is hard to say fast.
25 Q Yes. Thank you.
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1 And if enployee cost attributions are not done
2 fairly, carefully and with rigor and in a tinely way,

3 SeaCoast will not be properly charged for those costs,

4 correct?

5 A Yes. And | amsure Rachel Parsons will be

6 happy to cover that extensively with you.

7 Q And SeaCoast's cost structure -- one nonent.

8 So SeaCoast's cost structure will be

9 artificially low, and PGS s costs in the test year wll
10 be excessive, all other things being equal, correct?

11 A No, | don't agree with that.

12 Q If -- 1 guess if the -- if those cost

13 attributions are not done in that fairly and careful

14 way, that would result in SeaCoast's cost structure

15 being artificially low, and PGS s costs bei ng excessive,
16 correct, if that was not done properly?

17 A Yes, but that's true of any such circunstance.
18 Q kay. Isn't it true that after preparing the
19 filing in this case, that the conpany realized that it
20 had inadequately allocated, charged or otherw se

21 attributed costs originating on PGS s books to SeaCoast?
22 A Yes, but how that discussion arose was a deep
23 dive into the Massachusetts nodifier and an

24  understanding of how I T costs had been all ocated, and

25 lack of headcount in SeaCoast just didn't, therefore,
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1 attract |IT costs, and so there was sone additional cost
2 that was attributed.
3 Q If the test year costs of PGS reflect costs
4 that otherw se should have been recorded on Seacoast's
5 books and the Comm ssion sets rates based on those
6 costs, the custoners of PGS would effectively be
7 subsidizing the operations of SeaCoast, right?
8 A That would be true in any simlar
9 circunstance. Yes.
10 Q And SeaCoast's budget for 2024 was schedul ed
11 to be prepared in July of this year, 2023, correct?
12 Yes.
13 Q Prior to the 2022 historical year in this
14 case, isn't it true that as President of both PGS and
15 SeaCoast, you did not direct anyone to conduct a review
16 of the cost allocation factors that would result in the
17 2023 and 2024 costs from PGS enpl oyees being attributed
18 to SeaCoast?
19 A Yes. | didn't really have a reason to do so.
20 Q And there is no evidence presented in this
21 case that PGS has undertaken a systenic and
22  conprehensive review of the allocations and charges from
23 PGS to SeaCoast at least -- we'll strike that question.
24 You woul d agree that there is no one at
25 SeaCoast who would conplain that you are allocating too
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1 rmuch or too little to it because there is no enpl oyees,
2 right?
3 A | wouldn't agree with that. | don't really
4  connect those thoughts.
5 Q Well, there are no enpl oyees at SeaCoast,
6 right? W've discussed that.
7 A There are no enpl oyees at SeaCoast, but | am
8 not sure how that relates to whether or not costs are
9 properly attributed. W have integrity as a | eadership
10 team and want to ensure that costs are appropriately
11 al |l ocat ed.
12 Q The point being that there is no one at
13  SeaCoast because you are the President of both
14  conpani es, and SeaCoast has no enpl oyees, correct?
15 A | am sorry, can you rephrase the question?
16 Q Sure. So we've already kind of tal ked about
17  this, but just reaffirming. |In a way, you are the only
18 enpl oyee of SeaCoast, because you are the President of
19 SeaCoast. There is no one else there to conplain to
20 you, correct, about anything?
21 A | amsorry, | really don't understand the
22 |inkage of those thoughts. W have a board of directors
23 that we report to regularly. There is governance that
24  oversees SeaCoast. There are neans through which the
25 conpany's operations are eval uat ed.
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1 Q But there are no specific enpl oyees of
2 SeaCoast, correct?
3 A It is factually true that there are no

4  enpl oyees of SeaCoast, yes.

5 CHAI RVAN FAY: Ms. Wessling, | think you nade
6 your -- | amsorry, Wesley, Wessling, | knowit's
7 confusing --

8 THE WTNESS: It's hard.

9 CHAI RMAN FAY: -- yeah, but | think you made
10 your poi nte.

11 M. WESSLING Right.

12 BY MS. WESSLI NG

13 Q There is an incentive for SeaCoast to have as
14 |ight a cost burden as possible, and for PGS to provide
15 docunentary support for higher costs in the ratemaking
16 process, correct? There is an incentive at least. | am
17  not saying necessarily that's going on, but you would

18 agree there is that incentive?

19 A Coul d you clarify, please, what the incentive
20 is?
21 Q So if SeaCoast has a |ighter cost burden and

22 PGS provides docunentary support for higher costs, then
23 that could benefit -- or that could result in that
24  potential subsidy of PGS custoners of SeaCoast's costs?

25 A It's possible that woul d be the case.
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1 Customers of PGS al so benefit fromlower costs at
2 SeaCoast, though, because SeaCoast provides natural gas
3 through the state of Florida through -- to serve PGS
4  custoners.
5 Q The Conmm ssion and PGS custoners depend on PGS
6 to allocate costs correctly, correct?
7 A That's true.
8 Q And you woul d agree that the burden of proof
9 inthis matter is on the conpany to denonstrate that not
10 only the PGS costs are reasonabl e and prudent, but that
11 the costs attributed to SeaCoast are fairly determ ned
12 and reasonabl e an anount under the facts and
13 circunstances, correct?
14 A Yes.
15 Q If we could look at -- this is OPC Exhibit 1C,
16  which has already been identified as No. 169,
17  confidenti al.
18 Al right. So again, this is the docunent
19 from June of 2020, and you weren't there, but you are
20 famliar vaguely with this docunent, correct?
21 A Yes.
22 Q All right. And if we could ook at, it's OPC
23 Bates 3, but it's also, if you are looking at it
24 horizontally, the nunber 138 at the bottom of the page
25 is what we are going with, in the center bottom of the
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1  page.
2 All right. You are there?
3 A I am
4 Q Ckay. And again, this is a confidenti al
5 docunent, but there is a section with two words, one
6 begins with M one begins with Oat the top. Do you see
7 those two words together?
8 A Yes.
9 Q Al right.
10 A | do.
11 Q Wuld those -- is that sonething we can say
12 out loud, do you think, or do we need to naintain the
13 confidentiality of that just those two words?
14 A Yeah. Market opportunities.
15 Q Al right. Thank you.
16 Under that market opportunities columm of
17 information, could you please read the first bullet
18 point to yourself? And if you can read it out [ oud,
19 read it out |oud, please.
20 A Leverage all TECO assets.
21 Q And at 20 -- at this tine in 2020, |everaging
22 all TECO assets would include all PGS assets as wel |,
23 correct?
24 A Yes.
25 Q And that would al so include SeaCoast ?
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1 A Yes.
2 Q And this statenent, the | everaging -- |everage
3 all TECO assets, that's consistent wth the fact that
4 Enmera views SeaCoast as an inportant part of its
5 operations in Florida with respect to growing its
6 presence in traditional energing natural gas markets?
7 A | think that's true.
8 Q SeaCoast continues to be an option for PGS and
9 Enmera to pursue energing businesses, correct?
10 A | think that's true.
11 M5. WESSLING If we could | ook in your
12 packets to OPC Exhibit 5C. This wll be a new one
13 that we will mark, | think -- is it 1727
14 CHAI RVAN FAY:  Yes.
15 (Whereupon, Exhibit No. 172 was marked for
16 identification.)
17 CHAI RVAN FAY: G ve ne the OPC nunber again,
18 Ms. Wessling.
19 M5. WESSLING It's OPC 5C.
20 CHAI RMAN FAY: (kay. And you are correct,
21 that will be 172.
22 M5. WESSLI NG  Thank you.
23 BY Ms. WESSLI NG
24 Q Do you have that, M. Wesley?
25 A | do.
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Q Great. And kind of sone of the sane
questions. This was provided in discovery, but this is
only an excerpt of a l|larger docunent?

A That's correct.

Q Al right. And you have no reason to question
the authenticity of this informtion?

A | don't.

Q Al right. If we could |ook at OPC Bates 5,
whi ch woul d also be, if you are | ooking at the bold
nunbers in the mddle, page 5151.

There is a pipeline project referenced, and

the nane begins wwth a C, correct?

A Yes.
Q s that public information?
A Yes.

Q Al right. So | amreferring to the Call ahan

Pi pel i ne.
SeaCoast was or is a partner in the Call ahan

Pipeline project that facilitated PGS's ability to nake
sales to very | arge energing narket customers as shown
on this page, correct?

A The -- | nean the Call ahan Pi peline enabl ed
gas to nove across the state of Florida cost
effectively, yes.

Q And that was to very |arge energi ng narket
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1 customers, correct?
2 A The energing nmarket that is spoken of there is
3 LPN custoners. Yes.
4 Q And if -- | nmean, we don't -- we are not going
5 totake the tinme to do this, but if you were to | ook at
6 all of the pages in this particular exhibit, there are
7 many references to SeaCoast Gas within this exhibit,
8 correct?
9 A Yes.
10 Q Al right. SeaCoast has facilitated PGS s
11 ability to enhance PGS s sal es of natural gas to support
12 | arge volunes of natural gas LNG custoners in the
13 Jacksonville area that are shown in the bar graph above
14 the red line on this page, correct?
15 A SeaCoast has enabled gas to be noved to the
16 PGS systemto be able to deliver, yes, gas to those
17  customers.
18 Q Ckay.
19 M5. WESSLING Al right. One of the
20 confidential exhibits we already | ooked at was OPC
21 Exhibit 3C, and that's No. 167. |If we could al
22 pull that one up. And then there is one
23 nonconfidential exhibit I would Iike to pass out as
24 well, which is OPC 48, please. And that wll be
25 1737
112 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com

Premier Reporting (850)894-0828 Reported by: Debbie Krick



216

1 CHAI RVAN FAY:  Yes.
2 M5. WESSLI NG  Thank you.
3 (Whereupon, Exhibit No. 173 was marked for
4 identification.)
5 BY M5. WESSLI NG
6 Q Al right. So I think we already tal ked about
7 your famliarity with 167, but you are also famliar
8 wth Exhibit 173, correct?
9 A Yes.
10 Q This was a di scovery response provided in this
11 case?
12 A Yes.
13 Q Al'l right. And these docunents denonstrate
14 that SeaCoast is available to Enera to provide the
15 pipeline investnent to support Enera's nonregul ated
16 invol venent in RNG service, correct?
17 A | believe the specific -- yes, that is
18 correct. | believe the specific reference there,
19 though, was the use of SeaCoast as a legal entity, not
20 SeaCoast in the traditional sense of being a |large
21 volune pipeline conpany.
22 Q You woul d agree with nme that the use of
23 SeaCoast to provide pipeline service to the Alliance
24 Dairies project was an Enera | evel decision, correct?
25 MR, WAHLEN: Conm ssi oners, we have al ready
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1 agreed that the Alliance Dairy project is going to
2 be handl ed belowthe-line. | amnot sure why this
3 Is particularly rel evant.

4 M5. WESSLING The only thing | amgetting at
5 here -- and | don't contest that whatsoever. |It's
6 just we are tal king about the SeaCoast aspect of

7 that particular project at one point in tine.

8 CHAI RMAN FAY: And linking the relevance to

9 it?

10 M5. WESSLI NG  Yes.

11 CHAI RMAN FAY: kay. |If you can be narrow

12 with it, | agree it has been established, but if
13 that connection is made, and if you can answer

14 that, | don't --

15 THE WTNESS: | was -- | was attenpting to

16 answer it honestly, because the SeaCoast that's

17 referred to in this IRR during a point in tinme w
18 wer e eval uati ng whether Alliance was to be an

19 unregul ated asset. And the available legal entity
20 structure that we had to house that at the tine was
21 SeaCoast. So it was not intended as a busi ness of
22 SeaCoast on an ongoi ng basis.

23 M5. WESSLI NG  Ckay. Just one nonent.

24  BY M5. WESSLI NG

25 Q Al'l right. And essentially the relevance, and
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1 the point that | was trying to nake there, was that
2 SeaCoast is available if Enera needs it, to

3 conpetitively and profitably pursue nonregul ated revenue

4 sourc

es in Florida, would you agree?

5 MR, WAHLEN:. M. Chairman, Public Counsel has
6 expressed concern about the timng of this docket,
7 and they are tal king about SeaCoast, which is an
8 unregul ated conpany. | don't understand how that's
9 rel evant to this case.
10 CHAI RMAN FAY: Ms. Wessling, | know -- | nean,
11 based on the record, it's alittle bit challenging
12 with no enployees and how it operates as an entity,
13 but to M. Wahlen's point, you either need to get
14 to the connection or we'll nove on.
15 MR. REHW NKEL: M. Chairman --
16 CHAI RMAN FAY: You are off, M. Rehw nkel.
17 MR. REHW NKEL: I £ | nmay address that.
18 You are going to hear cross-exam nation from
19 Ms. Wesley, who is the President of SeaCoast, M.
20 Ri chard, who is the Vice-President of Engineering,
21 Construction and Technol ogy, and Ms. Parsons, who
22 Is responsible for allocation of costs accounting
23 in this case.
24 A theme of this case is that there are 150
25 enpl oyees, that you have just heard about, who the
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1 conpany is asking to hire. One of the issues that
2 we are entitled to inquire about is whether those
3 hires drive the need to have enpl oyees available to
4 provi de services to SeaCoast in its energing role
5 in the conpany in the state of Florida.
6 So our relevance on all of these issues is
7 going to be about the hiring of those enpl oyees, as
8 well as, | believe it's |Issue 13, about whether the
9 costs to SeaCoast are adequately accounted for. So
10 it is asignificant issue that's enbedded in the
11 theme of this case, which is they need 150 nore
12 enpl oyees to provi de service.
13 CHAI RMAN FAY: Yeah. And I think -- so the
14 guestion that you are getting at is the use of
15 those enpl oyees in the SeaCoast entity. | don't --
16 M. Wahlen, | don't knowif there is anything to be
17 stipulated to or not, but |I think as far as how the
18 enpl oyees at Peoples mght be used in relation to
19 t hat seens rel evant.
20 MR, WAHLEN:. It certainly is, but he is --
21 they are not asking questions about whether any
22 particul ar enpl oyee who has been hired to support
23 SeaCoast. They are just tal king about SeaCoast
24 generally, but | get the point.
25 CHAI RVAN FAY: Yeah. Ms. Wessling, | am
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guessi ng you are going to get -- you are getting to
that point?

MR REHW NKEL: It --

CHAI RMAN FAY: O M. Rehw nkel, hold on.

MR. REHW NKEL: This is a thematic issue that
transcends three witnesses, so Ms. Wesley is the
Presi dent of SeaCoast, and she's a fact w tness on
this, as is M. Richard in terns of the resources
t hat he dedi cates.

So it's a matter of tying the threads
together. There is not going to be, in any one
guestion, a silver bullet that says this is right
and this is wong. This is fact devel opnent --

CHAI RVMAN FAY: Right, and | --

MR. REHW NKEL: -- for purposes of testing

their case.

CHAI RMAN FAY: | am not saying you have to
have that silver bullet. | amjust saying | think
the correlation is relevant, so | will allowit

with the relevance that there is that correlation
to Peoples, however it wants to be presented, asked
and answered, but outside of that, to M. Wahlen's
point, |ike sonme of the inner workings of the
SeaCoast operation that are not correlated to

Peopl es don't seemto have rel evance.
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1 M5. WESSLING W are certainly trying to

2 address the connecti on between SeaCoast and Peopl es
3 with all of our questions, and, you know, all of

4 those we feel are event to that issue that is

5 pendi ng.

6 CHAI RMAN FAY: (Okay. | just ask you to be

7 t houghtful of how to get there maybe.

8 M5. WESSLING Certainly.

9 CHAI RVAN FAY: Thank you.

10 M5. WESSLING Al right. | believe we are at
11 where | would like to discuss sonething in OPC 4C,
12 which is -- has not yet been marked for

13 identification, so correct nme if I amwong, but I
14 think we are at 1747

15 CHAI RVAN FAY: | believe that is correct, so
16 4C.

17 MS. WESSLI NG Yes.

18 (Wher eupon, Exhibit No. 174 was marked for

19 identification.)

20 BY Ms. VESSLI NG

21 Q Al right. M. Wsley, this is a docunent
22  prepared by Peoples Gas for presentation at a February

23 2023 Enera board neeting, correct?

24 A Yes, it is.
25 Q Al'l right. And you would have been at the
112 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com
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board neeting and a part of this presentation?

A | was.

Q So you are very famliar wth these docunents?
A | am

Q They are fromjust a few nonths ago?

A (Wtness nods head in the affirmative.)

Q Yes?

A Yes.

Q

Al right. Thank you.
Al right. If we could turn to Bates page 14,
OPC 14. Let's see here. It looks like it's 253, if you
are going by the nunbers at the m ddle of the bottom of
t he page.
And if you are able to, could you read the
title of this slide out |oud?
A Strategy Update June 2023.
Q Thank you.
And if you could just review this page
briefly, and especially |look at the second to | ast
bul | et point.
A Yes.
Q s that bullet point sonething that can be
read out |oud or no?
A Yes, | think so.

Q Al right. Wuld you please read it?
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1 A It says: Are we optim zing our use of
2 SeaCoast towards TECO Gas Qperations performance.
3 Q And if PGS s costs are lightly allocated, or
4 otherwi se under-attributed to SeaCoast, would the answer
5 of that question be yes?
6 A | amsorry, could you say the question again?
7 Q Sur e.
8 So the question that was read out |oud, are we
9 optimzing our use of SeaCoast toward TECO Gas
10 Qperations performance, if PGS costs are lightly
11 al |l ocated or otherw se under-attributed to SeaCoast,
12 would the answer to that question be yes?
13 A | can only say no to that, and it's because
14 that's not what the intention of that bullet was. It
15 was a strategic consideration.
16 Q Wbul dn't under-attributing costs optim ze that
17 question -- the answer to that question?
18 A | can only tell you what the intention of that
19 bullet was, and it had nothing to do with cost
20 allocation.
21 Q But | amasking if the costs are
22 under-attributed to SeaCoast Gas. | am not asking you
23 to say that they are. | amsaying if they are, the
24  answer to that question would be yes, correct?
25 MR, WAHLEN: | think she's answered the
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1 guesti on.
2 THE WTNESS: | think the answer is no in
3 safety, there are all kinds of other consideration
4 was respect to optim zing perfornmance.
5 M5. WESSLING Al right. If we could | ook at
6 OPC 2C, which | don't believe has been introduced
7 yet, so we wll go with No. 175, unless soneone
8 tells nme that's incorrect.
9 CHAI RVAN FAY: No. Correct, 175.
10 (Wher eupon, Exhibit No. 175 was marked for
11  identification.)
12 BY MS. WESSLI NG
13 Q Al right. And looking at this briefly, sane
14 questions. These are excerpts of board neeting m nutes
15 from June 2022, correct?
16 A Yes.
17 Q And they were provided in discovery, and they
18 were at a tine when you were with the conpany?
19 A Yes.
20 Q Al right. In the mddle of 2022, PGS did
21 sone strategy planning with conpany | eadership, which is
22 shown in this particular exhibit, correct?
23 Yes.
24 Q And turning to OPC Bates 11 of this packet?
25 A | am sorry, which slide nunber?
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1 Q [t's -- soit's OPC 11, but at the bottom
2 mddle of the page,

3 exhibit, it's 115. Al right.

4 A Yes.

5 Q Are you able to read the title of this slide
6 out |oud?

7 A Corporate Structure to Support G owt h.

8 Q And wi thout reading t

9 vyellow box that says two words,

10 starts with T, correct?

11 A Yes.

12 Q And are those two words able to be said out
13 | oud or no?

14 A The Key Takeaways?

15 Q Wel |, okay.

16 A Yes.

17 Q Al'l right. You would

18 box, there is a reference to SeaCoast, correct?

19 A Yes, there is.

20 Q

21  box, support the notion that SeaCoast is strategically
22 I nportant to Enera in Florida, correct?

23 A Yes, | think that's true.

24 Q

25 | ast paragraph on the right side of that page, | believe

And the information on this page, and in that

And if you could read to yourself the next to

It's actually the |ast page of this

his aloud, there is a

one starts with K, one

agree that within that
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1 -- yes, the next to the | ast paragraph, underneath that
2 box, just read it to yourself.

3 A Yes.

4 Q All right. |Is that paragraph sonething that

5 can be read out |oud or no?

6 A | think so.

7 Q Al right. [If you could please read that

8 paragraph?

9 A PGS will continue to eval uate ot her

10 organizations to better understand how it can | everage
11  regqul ated and unregul at ed busi ness nodel s when

12 contenplating energing market natural gas infrastructure

13 investnents.

14 Q All right. | think we can put that exhibit

15 asi de.

16 | believe in opening statenent, and maybe even

17 a fewtinmes during this cross-exam nation, we've

18 referenced that there has been a very |arge anount of
19 discovery conducted in this case, correct?

20 A Yes.

21 Q Al right. And strictly speaking from OPC s
22 standpoint, we've asked approximately 270

23 interrogatories and 101 request for production; does
24  that sound about right?

25 A It does.
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Q Al right. And you had your i ndividual
deposition taken twi ce, and you participated in a panel
deposition, correct?

A Yes.

Q Many ot her PGS enpl oyees were al so deposed?

A Yes.

Q And are you aware that many custoners have
al so submtted witten coments to the Conm ssion
regarding PGS s requested rate increase?

A | am aware that approximtely eight or 10
custonmers provided witten commentary.

Q Did you review those coments?

A | did.

M5. WESSLING And these were matters that
were already taken official recognition of. W
have an exhibit, if that's necessary, but | don't
know i f maybe we can just give that an exhibit
nunber of, that would be --

CHAI RMAN FAY: \What are the -- go ahead.

M5. WESSLING It was OPC 58. And probably
just for purposes of a clean record, we should just
have those entered as an exhibit, if that's
agreeable to --

CHAI RVAN FAY: Are you going to reference

specific excerpts of --
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1 MS. WESSLI NG  Yes.

2 CHAI RVAN FAY: And do you have those

3 avai | abl e?

4 M5. WESSLING W do. Yes. W wll pass

5 those out now. [It's OPC 58, and so that woul d be

6 176.

7 CHAI RMAN FAY:  Yes.

8 (Wher eupon, Exhibit No. 176 was marked for

9 identification.)

10 MR WAHLEN. | amsorry, is this 1767

11 CHAI RVAN FAY:  Yes.

12 MR. WAHLEN: Thank you.

13 CHAI RMAN FAY: Ms. Wessling, just to get a
14 general idea on this exhibit, how nuch tine do you
15 think you will have?

16 M5. WESSLING Not too long on this one, but
17 then the subject after this will take a little bit
18 of tine.

19 CHAI RMAN FAY: Okay. W'll plan then, once
20 you are finished with this, we will break to nake
21 sure the court reporter has a break and we will --
22 M5. WESSLING Al right. Thank you.

23 CHAI RMAN FAY: Yeah. Go ahead.

24  BY Ms. WESSLI NG

25 Q Al right. M. Wsley, you would agree that
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1 several of the customers, the ones who are included
2 here, wote in to opposing PGS s requested rate
3 increase, correct?
4 A Yes. That's right.
5 Q And in addition to their other comrents within
6 this -- within this packet of information, several of
7 the custoners did sone rough cal cul ati ons of the
8 percentage increase that this rate request woul d
9 translate to, correct?
10 A Yes.
11 Q And they -- several of them estinated
12 sonmewher e between 30 and 40 percent increases, correct?
13 A Yes. |It's a roughly 36 percent increase in
14 the base rate, and a roughly 16, 17 percent increase in
15 the bill.
16 Q And so their range of 30 to 40 percent is
17 accurate as far as --
18 A Yes.
19 Q -- the 36 percent increase that we are dealing
20 wth here, correct?
21 A Yes.
22 Q And you are not aware of any other tine that
23 PGS has requested a |larger rate increase, correct?
24 A No, | amnot. But this is the only second --
25 it's only the second tine in 15 years that we have
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1 actually requested a rate increase.
2 M5. WESSLING This mght be a good tine to
3 take that break.
4 CHAI RMAN FAY: (Okay. Let's do that. Let's --
5 | have 10:45. W wll start back right at 11:00.
6 (Brief recess.)
7 CHAI RMAN FAY: All right. Let everybody grab
8 their seat before we can get started back. All
9 right. |If you could grab your seats.
10 MR, WAHLEN. M. Chair, before we get started.
11 CHAl RMAN FAY: Yes, M. Whl en.
12 MR, WAHLEN: We consulted with Public Counsel
13 at the break, and we are thinking that when M.
14 Wesl ey is conplete, we would nove to M. D Ascendis
15 and then M. Watson. | wanted to put that out
16 there for the universe to see if anybody had an
17 objection to it.
18 CHAI RVAN FAY: Sure. | think that's fine. |
19 think it mght even be easier for our IT folks to
20 go ahead and get them out of the way and then --
21 that works for you? Ckay, great.
22 Ms. Wessling, do you have any -- well,
23 obviously, we will break for [unch when we hit the
24 right point. Do you have any idea about tineline
25 for what's left wwth Ms. Wsl ey? Because naybe we
112 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com

Premier Reporting

(850)894-0828 Reported by: Debbie Krick



231

1 can line that up with that break and then get them
2 set up virtually, and that kind of thing.
3 M5. WESSLING | have one -- | only have one
4 remai ning line of questioning that I would like to
5 go through with Ms. Wesley, and it's one conposite
6 exhibit as well, so there won't be a need to pass
7 out anythi ng el se.
8 CHAI RVAN FAY: Ckay.
9 M5. WESSLING But it will take, | would say,
10 a mninmumof a half an hour.
11 CHAI RMAN FAY: kay. Geat, and then M.
12 Moyl e, you will have cross?
13 MR, MOYLE: | will have cross.
14 CHAI RMAN FAY: Okay. That tim ng m ght work
15 out then, so okay. Go ahead -- oh, yes, M.
16 Rehwi nkel .
17 MR. SANDY: Yes, Chair -- I'msorry -- we wll
18 al so have sone very light cross, but |ight.
19 CHAI RMAN FAY: kay. Geat. Yeah.
20 MR, REHW NKEL: Just for the record, you know,
21 | ast night in the exigency of the situation with
22 ki nd of pivoting to the paper, we commtted to nake
23 t he m ni nrum anount of copies, and fol ks worked
24 until very late last night to do that. W have
25 recei ved request for nore copies for the rest, and
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19  BY MS. WESSLI NG

21 exhibit. It's OPC59 -- that | will be discussing, OPC

so we are making those copies, and we are going to
try to catch up and get the copies prospectively so
t hat everybody that needs one gets it. |

apol ogi ze, but in the, you know, to just get it
done, we nade the m ni mum and | apol ogi ze for those
that --

CHAI RVAN FAY: Understood. And the only thing
I would add is just there is no need to provide
Conmm ssi oner Gcaham with the physical copies
anynore - -

MR. REHW NKEL: Ckay.

CHAl RVAN FAY: -- so that will subtract one
fromyour total nunber that you need, and then you
can distribute that.

MR. REHW NKEL: Thank you.

CHAI RVAN FAY: Yep. Thank you.

Al right. M. Wssling, when you are ready.

M5. WESSLING Al right. Thank you.

Q Al right. This next exhibit is the |ast

22 59C, and just -- where are we 170 --

23 CHAI RVAN FAY: 177.

24 M5. WESSLI NG 7, okay.

25 CHAI RMAN FAY: And you have said 60 --
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1 M5. WESSLING This is 59C
2 CHAI RVAN FAY: 59C.
3 (Whereupon, Exhibit No. 177 was marked for
4 identification.)
5 M5. WESSLING  And just -- counsel is already
6 aware of this, but this is probably the nost
7 sensitive of docunents, so just if everyone could
8 just take special care to, you know, protect the
9 confidentiality contained here.
10 CHAI RMAN FAY: Okay. W are 177.
11 COMWM SSI ONER CLARK: Wi ch docunent ?
12 CHAI RVAN FAY: On, it's 59, yeah, C
13 BY MS. WESSLI NG
14 Q And, Ms. Wesley, kind of going along with
15 that, | amgoing to try to be as careful as | can with
16 these questions, and | would just ask you to try to keep
17  your answers as narrow as possible, but I don't want you
18 to feel like you can't explain yourself if you want to.
19 A Ckay. Thank you.
20 Q Al right. So this is Exhibit 177, and
21  because sone of these questions will take a little bit
22 |longer to even ask, we'll just, you know, try to keep
23 everyone -- if everyone could try to have a little
24  patience, that would be great too.
25 If we could ook first at Bates page OPC Bates
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1 2. This is a docunent that you are | oosely famliar
2 with?
3 A Yes, | am
4 Q And | ooki ng at Bates pages three through
5 seven, to the best of your know edge, with respect to
6 the subject matter that is shown in the two bold words
7 on the top of page OPC 3, is it true that this is --
8 what's in these pages is the nost current information as
9 of the date shown on OPC Bates 2?
10 A Yes, it is.
11 Q Is it also true that from 2020 t hrough today,
12 in your various roles as Chief Operating Oficer,
13 President, President and CEOQO, and as a Tanpa El ectric
14 and PGS board nenber, that things nention in the OPC
15 Bates page three through seven have been a material part
16 of the things that you would be famliar with in those
17  various roles?
18 A Yes.
19 Q If you could turn to OPC Bates page nine,
20 pl ease.
21 Al right. You can see the date of this
22 neeting where this docunent was presented at the top
23 center of the page, correct? It's alittle bit cut off
24 but can you nmake out the date there?
25 A It looks Iike --
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1 Q And don't need to read it out |oud or
2 anyt hi ng.
3 A August 6th, 2020, yes.
4 Q Ckay. And even though you started with PGS in
5 COctober of 2020, you are famliar with this particul ar
6 neeting, correct, that's described in this header?
7 A | amfamliar with the fact that it would have
8 been a board neeting. | amnot, you know, imrediately
9 conversant with the content of that neeting, no.
10 Q Okay. Looking at this particular page, this
11 reviews the list of requests and suggestions fromthe
12 two previous neetings that took place that year, would
13 you agree?
14 A It does. Yes.
15 Q Looki ng at the very bottomrow of this
16 particular page. This Contains a reference to a request
17 froma prior -- the late- excuse ne, late spring 2020
18 neeting, correct?
19 A Yes, it does.
20 Q And turning to Bates page 11, you woul d agree
21 that this is the cover page of a presentation nade at
22 that spring 2020 neeting, which resulted in the spring
23 2020 request and the summer 2020 response descri bed on
24  the bottomrow of the page we were just |ooking at?
25 A Sounds ri ght.
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1 Q And on Bates, OPC Bates 12, on |line 15,
2 granted it it's fairly small, but there is a reference
3 to a certain type of activity and sone identifying
4 information on, again, line 15 of OPC Bates 12, correct?
5 A Yes.
6 Q And woul dn't you agree that the activity
7 described on that line and the request described at the
8 bottomof OPC Bates 9 are directly |inked?
9 A Yes, they are.
10 Q In other words, OPC Bates 9 is referring to
11 the followup request related to the activity that's
12 shown on line 15 of OPC Bates 127
13 A Yes, it is.
14 Q Now, please turn to OPC Bates 14. This
15 docunent brings us back to summer of 20 -- the sumrer
16 2020 neeting and a presentation nade there, correct?
17 A Yes.
18 Q And on OPC Bates pages 14 through 23, if you
19 want to |look at that to confirm that's fine, but we can
20 see that those attending that sumer 2020 neeting were
21 provided a presentation on things that were nentioned on
22 OPC Bates 12, line 15, in the spring 2020 neeting, and
23 which caused the request at that sane neeting for
24  followup information?
25 A Yes. That's correct.
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1 Q Looking at OPC Bates 15, in the first bullet
2 point there, that bullet point contains sonme background
3 information included about the sane type of things that
4 are briefly nentioned on line 15 of OPC Bates 12,
5 correct?
6 A Yes, that's right.
7 Q On the first bullet in the |ast sentence, the
8 fourth word, beginning with the word, excuse nme, with
9 the letter T, partially characterizes the nature of the
10 things being described, doesn't it?
11 A Yes, it does.
12 Q And then | ooking at the last two bullet points
13 on that page in OPC Bates 15, please read those |ast two
14 bullet points to yourself, and |l et nme know when you are
15 done.
16 A | am done.
17 Q Al right. You would agree that the |last two
18 bullet points on that page further synthesize certain
19 objectives of the overall conpany with respect to the
20 things being discussed here, correct?
21 A | think it further characterizes the nature of
22 the opportunity.
23 Q Al right. Turning to OPC Bates 16. Wuld
24  you agree that this page just with above the first blue
25 -- excuse ne -- yeah, on this page, just above the first
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1 blue row, the sane word that begins with the letter T
2 appears?
3 A Yes.
4 Q You woul d agree that, at a high level, this
5 docunment accurately reflects the environnment surrounding
6 the things for which the neeting attendees desired nore
7 information back in the spring of 20207
8 A Yes.
9 Q And people generally identified by title --
10 and let's go back to OPC Bates 9 for just a nonment, but
11  keep your finger on that other page if you can.
12 So |l ooking at OPC Bates 9 in the center
13 colum, people listed there would have been the ones to
14  have categorized and characterized the information shown
15 on OPC Bates 16, correct?
16 A Yes.
17 Q And turning to OPC Bates 18. Wuld you agree
18 that at the tine this docunment was prepared in the
19 sumrer of 2020, that on this page, the third and fourth
20 bullets, | guess primary bullets, were the nost nateri al
21 and significant itens that the personnel l|isted on OPC
22 Bates 9 likely wanted the summer 2020 neeting attendees
23 to take note of?
24 A | believe they were likely the nost material,
25 yes.
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1 Q Now turning to OPC Bates 23. Wuld you agree
2 that the sixth column provides sone subjective

3 characterization of the things related to the subject of
4 the spring 2020 neeting foll owup request?

5 A Yes, it does.

6 Q And woul d you further agree that the seventh
7 colum provides sone relative degree of the granularity
8 related to the nunbers in colum six?

9 A | believe each of those colums was intended
10 to be assessed on its own nerits.

11 Q Al right. Wuld you agree that OPC Bates 23
12 sums up what was the status quo at that tinme of the

13 relevant environnment relating to the things for which

14 the spring 2020 request for information was nade?

15 A Yes.

16 Q I f you would turn now to OPC Bates 25. Do you
17 generally recall this particular docunent?

18 A | do.

19 Q And again, this is excerpted, but you were the
20 person responsi ble for preparing and presenting this

21  conpl ete docunent, conpany personnel and others in the
22 sumrer of 2022, correct?

23 A Yes.

24 Q Included in this presentation was a single

25 slide on which can be found on OPC Bates 26 related to
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1 the general subject that we've been review ng on the

2 prior pages, correct?

3 Yes.

4 Q And this page contains simlar, and at the

5 tinme, nore up-to-date, though not identical data, as

6 conpared to that information shown on OPC Bates 16,

/7 correct?

8 A Yes, that's correct.

9 Q It would be fair to say that OPC Bates 26

10 denpnstrates that as of the sumrer of 2022, the

11  environnent related to these types of things had not

12 changed materially over the ensuing two years, correct?
13 A | think that's true.

14 Q Turning to OPC Bates 28, and taking note of

15 the date in the top right corner. At the tine this

16 docunent was originally created, it is true that in the
17 third paragraph that starts with the word "and", that as
18 of the date shown, this sentence accurately and

19 conpletely described, at a high |level, the extent of the
20 things that PGS and its affiliates were doing related to
21 the subject of this exhibit?

22 A Yes, that's true.

23 Q And in the second paragraph, on OPC Bates 28,
24  there is a reference to a docunent that can be found at
25 OPC Bates 37 and 38. If you could turn to 37 and 38,
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1 please.
2 And if you could just confirmthat the
3 docunment that -- the docunents at Bates page OPC Bates
4 37 and 38 are the docunents referenced in the second
5 paragraph of OPC Bates 28?
6 A | believe so. Yes.
7 Q Are you famliar with the docunents at OPC
8 Bates 37 and 38, and with what is shown on each of those
9 pages?
10 A | am
11 Q Thi s docunent at OPC Bates 38 is fairly
12 simlar to the ones at OPC Bates 16 and 26, correct?
13 A Yes, it is.
14 Q And | ooki ng back at OPC Bates 31, can you | ook
15 at this docunent and tell ne whether, as of the date
16 shown at the top of that page, this page fully and
17 accurately sumari ze the relevant PGS and affiliate
18 activities as described in the first paragraph on this
19 page?
20 A It did. Yes, it did.
21 Q On OPC Bates 31 -- excuse ne -- 33. As of the
22 date shown at the upper right-hand side of this page, is
23 it fair to say that this page contained nore recent data
24 related to the things described on OPC Bates 28 and 317
25 A Yes, it is.
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1 Q That newer data is shown in the fourth
2 par agraph on OPC Bates 33, correct?
3 A Yes, it is.
4 Q The information di scussed on OPC Bates 4
5 nodifies this information on OPC Bates 3 -- 33, and OPC
6 Bates 4 is now the nost up-to-date information on the
7 things discussed in this exhibit, correct?
8 A Yes. That's correct.
9 Q And then just to confirm related to the
10 entire exhibit, isn't it true that from 2020 t hrough
11 today, in your various roles as COO, President,
12 Presi dent and CEQ, and as a Tanpa Electric and PGS board
13 nenber, the things discussed in this exhibit related to
14 areas that you woul d have been very famliar with in
15 those various rol es?
16 A Yes. That's true.
17 Q And given the totality of the things that are
18 discussed in this exhibit, does PGS have any
19 nodifications to nake to its test year or its filing or
20 rate request?
21 A No, we do not.
22 Q And if you could turn to Bates -- OPC Bates
23 39, which is the last page of the exhibit. Wthout
24 reading aloud the itens on this page, would you agree
25 that the Conm ssioners can make decisions in this docket
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1 regarding whether the contents of the first 38 pages of
2 this exhibit and your testinony may inpact the matters
3 represented on this page?
4 A | am sorry, could you please just rephrase
5 that or repeat it?
6 Q Sur e.
7 You woul d agree that the Conm ssioners can
8 make decisions in this docket regardi ng whether the
9 contents of the prior 38 pages of this exhibit and your
10 testinony may inpact the various matters listed on OPC
11 Bates 397
12 A The contents -- there is no -- there is no
13 activity currently contenplated in relation to the first
14 38 pages of this exhibit, and, therefore, there is no
15 inpact on these issues.
16 Q But the Commi ssioners are the ones that can
17 look at all of this, and your testinony, and deci de
18 whether or not that subject matter has an inpact on any
19 of these --
20 A Yes, for sure.
21 Q -- itens?
22 M5. WESSLING Nothing further at this tine.
23 Thank you.
24 CHAI RMAN FAY: (Okay. Geat. Thanks.
25 M. Myl e.
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1 MR. MOYLE: Thank you. Thank you, M.

2 Chai r man.

3 EXAM NATI ON

4 BY MR MOYLE:

S Q Good norning, M. Wsley.

6 A Good nor ni ng.

7 Q | am going to ask you questions on a nunber of

8 topics, and a lot of themw |l track ny opening

9 statenent, where | talked about things like return on

10 equity and the 2023 Transaction, so | just wanted to

11 give you a little heads-up on that.

12 One prelimnary question in ny mnd was, you
13 are the President of the conpany that's seeking the rate
14 increase in this case, is that right?

15 A Yes, it is.

16 Q What is the preference for people like ne to
17 call the conmpany? | have heard you say, you know,

18 Peoples Gas Systens, PGS is what we use. Do you have a
19 preference, or can give us sone insight as to the right
200 way to refer to your conpany?

21 A | would say it's an interesting question.

22 It's a bit of a shorthand. W either go by TECO Peopl es
23 Gas, or Peoples Gas, or PGS. And often, it depends what
24 region of the state you are in just on the heritage of
25 the conpany.
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1 Q So | would be okay to use those
2 interchangeably | take it?
3 A You certainly woul d.
4 Q Let ne start just by trying to clarify a
5 couple of points that you were just asked about on the
6 docunent with respect to --
7 MR. MOYLE: It's been admtted, as |
8 understand it, M. Chair, as Exhibit 1777
9 CHAI RVAN FAY: It's been nunbered as 177. It
10 hasn't been admitted yet.
11 MR, MOYLE: |'m probably going to have a
12 procedural question at sone point, but we can dea
13 wth that later, M. Chair.
14 BY MR MOYLE:
15 Q Wth respect to a question that was initially
16 asked to you with regard to the PSC Bates page nunbers
17 three, four, five and six --
18 CHAI RMAN FAY: M. Myle, are you still on
19 1777
20 MR, MOYLE: That's right.
21 CHAI RMAN FAY: (kay.
22 THE WTNESS: And | amsorry, can you rem nd
23 me which? |Is that --
24 BY MR MOYLE:
25 Q Sure. It's at the very front of the docunent.
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1 A Was it 59C?
2 MS. WESSLI NG Yes.
3 THE W TNESS:. And Bates which? | amsorry.

4 BY MR MOYLE:

5 Q 03 to 07 on the far right-hand side of the

6 docunent.

7 A Yes.

8 Q OPC asked you a question as of, you know, a

9 date certain. And | just want to confirmthat your

10 answer with respect to anything also applies, the answer
11 that you gave to OPC, that this information is true and
12 correct as of a date certain, is also true and correct
13 as of today?

14 A Yes, sir.

15 Q And on the |last page of this docunent, Bates
16 39, the itens that are listed in there, you would agree

17 that all of those itens are material and significant,

18 we'll just leave it at that, would you not?
19 A Yes, they are.
20 Q kay. The next |line of questions that | want

21 to ask you about relates to return on equity.

22 A Ckay.

23 Q And | know there is a specialized witness on
24  return on equity, but you have a generalized

25 understanding of the return on equity and the request
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1 for the return on equity, do you not?

2 A Yes.

3 Q There is an exhibit | would |like to use, and
4 it's OPC 4C, as in, | guess that's confidential, 174.
5 believe it's been identified but not admtted. And |
6 want to refer you, if I could, to -- the nunber on the
7 right is 20582. And just let ne know when you are

8 there, if you would.

9 A | mght be in the wong exhibit.

10 CHAI RMAN FAY: OPC Bates 4. The bottomri ght,
11 M. Myle, is that --

12 MR MOYLE: That's right. It has three

13 nunbers on it, you know, 206 in the mddle, OPC 4
14 on the bottomright, and above that, 020582.

15 CHAI RVAN FAY:  And, M. Myle, | was just

16 recommendi ng that OPC nunber, because that's what
17 they just used to reference her. So it mght be
18 easier for her to track.

19 M5. WESSLING That exhibit is OPC 4C, and

20 identified as 174. Does that hel p? So the

21 not ebook you are | ooking at.

22 THE WTNESS: Yes. | just can't find the page
23 nunber that M. Myle is referring to.

24  BY MR MOYLE:

25 Q It says return on equity at the top.
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1 A 20582? (Ckay. ©Got it. Thank you.
2 Q And during the questions of OPC, you said sone
3 things. | nmean, we put confidentiality on all of this
4 just to be overly protective, but to the extent that you
5 say, you know, this is not really sonmething that's, you
6 know, tiptop secret information, you know, it would
7 probably ease the conversation if we could, but | defer
8 to you with respect to what's in here.
9 A Sure.
10 Q So yesterday in ny opening statenent, | tal ked
11  about Florida | eading the nation in a nunber of things,
12 and desiring to lead the nation in a nunber of things.
13 Wwuld | be correct that, as we sit here today, if the
14  Comm ssion were to act favorably on the RCE request that
15 you are nmaking, that Florida would I ead the nation in
16 return on equity for natural gas conpani es?
17 A | am not equi pped to answer that definitively.
18 We have historically done reviews of ROE in other
19 states, but | amnot -- | amnot equi pped to answer it
20 definitively.
21 Q Okay. Maybe | can wal k through it kind of in
22 a pieceneal fashion.
23 | mean, the top end of your range that you are
24 seeking for ROEis 12 percent in this case, correct?
25 A Yes. And | understand your question. | just
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1 =-- 1 -- in order to be able to answer your question, |
2 need to be sure that there aren't higher ROEs el sewhere
3 in the country, and that's what | amtrying saying I am
4 not equipped to answer definitively.
5 Q kay. Can | ask -- let ne ask the question,
6 the sanme question with respect to the information that's
7 set forth on this exhibit, because this was -- this was
8 an exhibit that went to the Board of Directors February
9 -- on February 9th, 2023. So if | refranme the question
10 as with respect to at the date of the neeting, could you
11 answer it?
12 A This -- | amsorry, this exhibit doesn't have
13 all the data on it with respect to RCEs in other states,
14 and so if you are asking ne to definitively say it's the
15 highest, | can't.
16 Q Wul d you be confortabl e describing your
17  understandi ng of what this exhibit does, what it was
18 nmeant to show?
19 A Sure. This exhibit shows the ROE, the average
20 RCE across different regul atory environnents.
21 Q And that was as of the date of the board
22 neeting, February 9, 2023, correct?
23 A Yes. That's right.
24 Q And the highest nunber that's shown on this
25 exhibit is 11.9, correct?
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1 A From 2017, yes.

2 Q And so if this comm ssion were to adopt the

3 PGS position in this case, and award an 11-percent RCE

4 with 100 basis points flexibility gap, it would be

5 higher than the 11.9 percent that you referenced as the

6 highest RCE in this docunent, correct?

7 A It would, but that's a six-year-old data

8 point, and ROEs change on an annual basis dependi ng on

9 the external environnent surrounding the utilities.

10 Q And based on this graph, that woul d be kind of
11 a high watermark, 2017, would it not?

12 A It would. And | don't have it handy, but it
13 would be interesting to understand what the prevailing
14 interest rate was at the tine.

15 Q Right. And the m dpoint ROE for the nost

16 recent data, 2022, what is that?

17 A An average of 9.4.

18 Q And you woul d agree, | nean, you have pretty
19 extensive reqgulatory experience in a |ot of areas, that
20 comm ssions around the country, when maki ng deci sions on
21  RCE, you know, consider largely the sane risk in factors
22 when nmaking that determ nation of ROE, correct?

23 A As far as | understand, yep.

24 Q This next line of inquiry, | amgoing to try
25 to specifically ask you about interest rates, and the
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1 interest rates for your conmpany going out into the

2 market wth respect to a downstream affect of the 2023
3 Transaction, and | amgoing to try to ask you generally.
4 | have docunents if we need to go there.

5 But am | right, as a general proposition, that
6 one result of the 2023 Transaction is, is that the

7 interest rates for short-termdebt that will be paid by
8 PGS, your conpany, wll be higher than they woul d have
9 been had the 2023 Transaction not taken pl ace?

10 A | think it's correct to say that the

11 short-terminterest rates would have affected PGS one
12 way or another, whether the transaction had occurred or
13 not, because by their very nature, the short-term

14 Dborrowings are in the market for a short period of tine
15 and, therefore, nore susceptible to changes in interest
16 rates.

17 Q So they woul d have been affected. Can you

18 tell nme whether it would be higher or |ower?

19 A | nterest rates have risen over the |last 12
20 nont hs.
21 Q Ri ght, generally. But | amtrying to ask you

22 to just conpare. Assumng, as we sit here today, the
23 2023 Transaction didn't take place. It has taken pl ace,
24 correct?

25 A It has.
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1 Q And it's closed, and it's operating, and off

2 you go?

3 A That's correct.

4 Q And you deci ded not to cone ask the Conmm ssion

5 what they thought about this. It was just sonething

6 that was done, and now it's here before themfor

7 consideration with respect to possible inpacts on

8 ratepayers, correct?

9 A Yes.

10 Q Do you know what your short-terminterest rate
11  is now? Have you guys gone out and gotten debt under

12 the new restructured conpany as we sit here today?

13 A We have not gone out and restructured the debt
14 yet. And M. MOnie is fully prepared to speak to al

15 the details of that, but we are waiting to have a credit
16 rating before going and refinancing the debt --

17 Q Ckay.

18 A -- the service of benefiting custoners.

19 Q And you are famliar with rating agenci es and
20 what they do, right?

21 A Yes.

22 Q Moody's, Fitch, Standard & Poor's, those are
23 all well respected credit agencies that | assune you are
24 famliar wwth, and do you use all three of them or --
25 A Yes, across Enera, | think all three are used,
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1 vyes.
2 Q Ckay. Froman interest rate perspective, when
3 a-- when a rating agency says we are going to lower a

4 conmpany with respect to their ratings, what inpact does
5 that have on interest rates?
6 A It first and forenost has an inpact on the

7 spread that's caused by the credit quality, which then,

8 in turn, affects interest rates.
9 Q Right. But isn't it true that if they say,
10 well, you know what, we are going to |ower the rating on

11  conpany X or conpany Y, that that information is

12 I nportant to investors, because they say, well, it's not
13 doing so well. They've lowered the rating on it.

14 That's going to make the interest that | want to get

15 fromthe debt of that conpany a |little higher?

16 A CGeneral |y speaking, yes.

17 Q And has the conpany been advi sed that wth,

18 you know, the new breakout conpany, that there wll

19 likely be an increased interest rate inpact when it goes
20 out totry to get short-term debt?

21 A M. MOnie will be able to speak to that in
22 detail, but that really is the result of having a credit
23 rating, and we have a positive story to tell.

24 Q Ckay. But as we sit here today, | amjust

25 trying to understand from a general standpoint whether
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you have a view of that one way or the other. Can you

say, yeah, you know what, | think it mght be a little
hi gher initially, maybe not later, | nean, interest
rates are --

A | think I wll |eave that to M. MOnie.

Q kay. Can | ask you to look at Exhibit 160,
one, six, zero, please?
A Whi ch OPC nunber is that?

Q It's 50C. You know what, before you do that,

just on that last point, let nme just -- let ne just ask

you to take a quick | ook at 167 before we go to 160.

A | am sorry, which OPC nunber is that?

Q 3C. Just let ne know when you are there, if
you woul d.

A | am-- | am here.

Q Al right. So if you would go to page, the
OPC nunber is 08, and the bottom of the page nunber is
38.
Cot it.

Are you there?

> O >

Yes, | am

Q Just for alittle context, what's the history

of this docunent?

A So this docunent is a routine forecast that's

provided to Enera | eadership a couple tines a year to
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1 update on financial performance of its affiliates.
2 Q And who prepares it?
3 A Qur finance team
4 Q And they are experts in finance, and deal with
5 internal resources and external resources such as rating
6 agencies, is that right?
7 A Qur finance team doesn't have extensive
8 experience working directly with rating agencies. Those
9 tend to be activities that Enera does centrally.
10 Q kay. The second bull et point under
11  comrentary, you know, ny inpression is | don't really
12 think that's confidential, but if you would look at it,
13 and if you are confortable, could you just read it out
14 |loud for the record, but if you are not confortable, you
15 can --
16 A The nedical clains volatility based on
17 historical trends, am| on the right page?
18 Q No. It says Peoples Gas System i nterest
19 expense --
20 A Ckay. Hang on.
21 Q -- at the top left?
22 A Oh, sorry. Hang on. | see. Yes. Second
23 bullet.
24 For purposes of estimating interest rates in
25 2023, it is assuned that PGS's debt will be rated at
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1 least one notch blow Tanpa Electric's rating due to a
2 different business profile.
3 Q And so do you have any information about why
4 that conclusion was reached with respect to the rating
5 agencies?
6 A That woul d have been a comment that woul d have
7 conme fromHalifax that woul d have been based on that
8 point in tine.
9 Q But it was probably based on consultations
10 wth rating agencies, would that be fair?
11 A Probabl y, yes.
12 Q When determning return on equity, risk of a
13 conpany is sonething that is considered, correct?
14 A Yes, it is.
15 Q Ckay. And given -- this ties into the 2023
16 Transaction. Gven that previously there was an
17 el ectric conpany and a gas conpany, both kind of housed
18 up under the sane parent, is that right?
19 A Yes.
20 Q VWhi ch one, in your viewpoint, presents nore
21  risk operationally, a natural gas conpany or an electric
22  conpany?
23 A | amnot sure that | amthe right person to
24  ask that question of in the context that you are asking
25 it of, honestly. [It's such a conplex question, and |
112 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com

Premier Reporting (850)894-0828 Reported by: Debbie Krick



257

1  know M. MOnie will be able to give you sone nore
2 insight, but | amsure he will probably also say that
3 there are experts who spend their lives working on those
4  kinds of things.
5 Q You don't have an opinion on that one way or
6 the other?
7 A Not that | would like to throw out in the room
8 in such a serious context. No. |It's a very conplicated
9 topic, and it's in the eye of the beholder, and the
10 rating agencies have a particul ar view.
11 Q Do you know what their viewis, if you ask
12 themwhat you think is riskier, a gas conpany or an
13 electric conpany, what they m ght say?
14 A | think one of the other things that's
15 inportant to know about all those kinds of things is
16 they change very regularly, depending on circunstance.
17  One m ght have said that an electric conpany was | ow
18 risk, and then there is an incident |ike Hawaiian
19 Electric, and all of a sudden the risk profile changes
20 based on recency factors. So it's a very dodgy
21  discussion.
22 Q kay. Just a few nore questions wth respect
23 to the 2023 Transaction, and | was going to take you to
24  50C, which has been nmarked as Exhibit 160, M. Chair.
25 CHAl RVAN FAY: Yep. Gve her a mnute to get
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1 t here.
2 BY MR MOYLE:
3 Q So just so we have a, you know, a record that
4 gives alittle context, could you -- are you confortable
5 just telling the Conm ssion what this docunent is at a
6 high level?
7 A Yes. This docunent is a docunent that was put
8 together by the legal counsel at TECO to the CEO of
9 Enmera, and copying in the Presidents of Peoples Gas and
10 Tanpa Electric, and it's a 17-page docunent that
11 outlines the nerits of the 2023 Transaction, and all of
12 the relative considerations of that transaction back in
13 20109.
14 Q Okay. And were you involved in the
15 preparation of this docunent?
16 A | was not. | was far away at that point.
17 Q Have you reviewed the docunent?
18 A | have, extensively.
19 Q Do you believe it's a docunent that was well
20 craft and |l ays out the reasons for the 2023 contenpl at ed
21 transaction in a fair and neani ngful way?
22 A | think it's a very thorough piece of due
23 diligence on the transaction. | think what it omts is
24  what was understood to just be understood at that point
25 in tinme, which what was, you know, what were the nerits
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1 of the transaction, and what were the benefits to

2 custoners?

3 It was understood that the transaction was an

4 appropriate thing to do for business structuring

5 purposes, and to mtigate risk and to benefit custoners.

6 This docunent does not cover a lot of that ground. It

7 goes nore into how would it be affected, and what woul d

8 the inplications be.

9 Q Right. And, in fact, it has nothing in this
10 docunent that says this is good for custoners, correct?
11 A It doesn't speak to the quantitative benefits
12 to custoners.

13 Q And part of the reason is because there aren't
14 any that can be quantified as we sit here today. They
15 are qualitative in nature as conpared to quantifiabl e,
16 correct?

17 A No, | don't think that's correct. | think it
18 is harder to quantify the short-termbenefits. | think
19 it is possible to quantify the |onger term benefits.

20 Q Have you done it?

21 A W have done it insofar as we have | ooked at
22 what might be the cost of a catastrophic event to

23 Peoples Gas if it had still been housed w thin Tanpa

24 Electric and Tanpa Electric had a catastrophic event.

25 W have done those cal cul ations, yes.
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1 Q So what's the nunber for the |ong-term
2 quantifiable benefits resulting fromthe 2023
3 Transaction?
4 A | don't have it handy in ny mnd, but it's in
5 the mllions of dollars inpact on interest rates, and
6 access to capital, and things Iike that.
7 Q Right. And you told OPC earlier that there is
8 no quantification of any short-term benefits, correct?
9 A Not that was captured in this meno, no.
10 Q kay. Sane point with respect to -- | wll
11  just refer to you 162.
12 A | am sorry, which --
13 Q Exhibit 162, 51C, as in cat. |It's the private
14 |etter request.
15 A Yes.
16 Q And there is nothing in this -- it |ooks like
17 it was a nearly 50-page docunent, a 49-page docunent
18 sent to the Internal Revenue Service that said, here's
19 sone custoner benefits, or benefits to the ratepayers,
20 there is nothing in this docunent that woul d provide any
21  ratepayer benefits?
22 A No. That woul dn't have been the intention of
23 the docunent.
24 Q Ckay. OPC Exhibit 60C, as in cat.
25 MR, MOYLE: | don't know that this one has
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1 been mar ked.

2 CHAI RMAN FAY: It has not.

3 MR, MOYLE: Could we give it an exhibit

4 nunber, pl ease?

5 CHAI RVAN FAY: W are at 178.

6 (Wher eupon, Exhibit No. 178 was marked for
7 identification.)

8 MR. WAHLEN: What's the docunent ?

9 CHAI RVAN FAY: OPC 60C, six zero, correct?
10 MR, MOYLE: That's right.

11 CHAI RMAN FAY: (kay.

12 BY MR MOYLE

13 Q And | want to -- | want to direct you to page
14 -- it doesn't have an OPC nunber on it, but it is

15 Bates-stanped nunbered 018721. It has pros and cons in
16 the title.

17 A Yes.

18 Q Are you confortable reading into the record
19 the bold two words at the top of the docunent?

20 A Yes. Advantages and D sadvant ages.

21 Q kay. And so the purpose of this docunment was
22 to provide the Board with sone pros and cons of the

23  proposed 2023 Transaction, is that right?

24 A That's correct.
25 Q Ckay. In the advantages sections, there is
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1 nothing that list a benefit or inpact on customers
2 specifically, correct?
3 A Under fit and focus, the intent of that was
4 that that would benefit custoners.
5 Q Were you involved in preparing this?
6 A | was.
7 Q How about under di sadvantages, there is a
8 comment there with respect to custoners. Are you
9 confortable reading that into the record?
10 A Yes. It says: Potential Transition
11 Disruption to Custoners.
12 Q And what was contenplated in that
13  di sadvant age?
14 A Essentially that there would be a nane change,
15 and that there would be sone adm nistrative things that
16 had to happen, and we wanted to ensure that it was
17 seamless to custonmers, which it was.
18 Q And there is a certain financial cost to
19 custoners, are there not, with respect to this 2023
20 Transaction?
21 A There is a one-tine frictional cost of
22 reestablishing our financing as an i ndependent entity,
23 yes.
24 Q And potentially, you know, depending on
25 questions like interest rates charged, and other things,
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1 there are potential recurring cost to custoners as well,
2 correct?
3 A It remains to be seen, but, yes, as an
4 independent entity, Peoples Gas will be financed
5 differently than it was previously, when it was
6 benefiting from Tanpa Electric's financing structure.
7 Q Ckay.
8 A And it wll attract capital at market rates
9 for Peoples Gas.
10 Q How i s SeaCoast doing this year? You are the
11  President of SeaCoast?
12 A | am SeaCoast -- SeaCoast is four pipelines.
13 Two of them serve gas across the state of Florida. Two
14 of them serve gas directly to custoners, and as a
15 result, there are fixed fees associated with those. And
16 as a result of all of that, it has very steady
17  performance.
18 Q As a business professional, are you
19 confortable with its performance and its capitalization
20 and howit's operating?
21 A | am
22 Q What is nore costly for corporate finance,
23 debt or equity?
24 A Under current circunstances, and obvi ously,
25 again, this is one of those things that changes
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dependi ng on how your share price is doing, equity.

Q Equity is nore expensive?

A Currently. Yes.

Q Right. And | have been told over the years,
that's kind of how it works. Debt -- you can get debt
for less than equity, is that generally true in your
Vi ew?

A Again, it's not quite as sinple as that. It
depends on who the entity is that's raising the capital
and what their risk profile is.

Q Do you know, what's the equity to debt ratio
for SeaCoast ?

A It's an inputed debt equity ratio. Debt at 55
percent.

Q And given that equity is nore expensive than
debt, and the conpany is well run, have you consi dered
i ncreasi ng the anount of debt that would be in place for
PGS to nore closely align, put alittle nore |everage
into PGS as a capital structure adjustnent?

A The capital structure of PGS is sonething

bef ore the Conm ssion, and we have kept it at its status

quo.
Q Right. And would you agree -- | nean, if

SeaCoast is performng well, is a good conpany, and

things are going well, it's a conpany you oversee, and
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1 it has a debt equity ratio that seens to be working,
2 would you be confortable wth that debt equity ratio
3 being used in the context of Peoples Gas?
4 A No, | would not. They are two entirely
5 different entities. And SeaCoast conpetes w th other
6 nonregul ated entities who have simlar capital
7 structure, and that's why that capital structure was
8 chosen for it.
9 Q They are both regul ated by the Comm ssion, are
10 they not?
11 A SeaCoast is not rate regul ated by the
12 Commi ssi on.
13 Q But the PSC has jurisdiction over it. |
14  thought you answered that in a prior question.
15 A Yes.
16 Q What's your understanding of the jurisdiction
17 that the Comm ssion does have over SeaCoast?
18 A | believe the Comm ssion largely is regulating
19 it as a pipeline conpany in the state of Florida.
20 Q Its activities are very simlar to PGS
21 correct?
22 A No, they are not.
23 Q From a standpoint of both of themare involved
24  with pipelines, natural gas pipelines, correct?
25 A SeaCoast is a transm ssion pipeline conpany.
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1 It operates four pipe lines across the state. As a

2 result, it has two direct custoners. Peoples Gs has

3 470,000 direct custoners, and thousands and thousands

4 and thousands of mles of pipe. SeaCoast has 200 mles

5 of pipe. So very, very different operations.

6 Q Sanme business, different mles of pipe?

7 A Is there a question? | am--

8 Q Yeah. You would agree with that?

9 A | would agree that they are both pipeline

10 conpanies. They are very different pipeline conpanies.

11 MR, MOYLE: | wanted, M. Chair, to try to use
12 the systemto pull up sonething from her testinony,
13 woul d you be up for that? | think it --

14 CHAI RVAN FAY: You want to refer to a line to
15 her direct or rebuttal ?

16 MR MOYLE: Yes.

17 CHAI RVAN FAY: Sure. You can direct her to

18 that and | think our folks will be able to pull it
19 up.

20 MR, MOYLE: This is page 18 of her testinony.
21 CHAI RMAN FAY: O her direct?

22 MR MOYLE: Yes. Could we -- | tell you

23 what - -

24 CHAI RMAN FAY: You need it up there, M.

25 Moyl e, or are we okay if she has it in front of
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1 her ?
2 VR. MOYLE: | think the [ine -- | have line 18
3 -- let me do this --

4 BY MR MOYLE:

5 Q Let ne ask you this question, if | could:

6 Could you characterize for the Comm ssion how PGS is

7 doing in 2023 froma financial operating standpoint?

8 A Sure. So PGS has reported earnings and

9 provided an outl ook for 2023 that results will be the

10 sanme or weaker than in 2022 from an earni ngs

11  perspective. And through various forns of testinony, we
12 have projected that we will earn | ess than ei ght percent
13 RCE in 2023.

14 Q s that having a nmaterial inpact on the

15 conpany as we sit here today?

16 A It's not sustainable, which is -- which is why
17  we were here requesting rates.

18 Q Right. And when you say it's not sustainabl e,
19 vyou nean it's kind of on a downward trend, right,

20 because you are projecting that if rate relief is not

21 provided, it goes to, like, three percent ROE?

22 A Three percent. Yes.

23 Q But as we sit here today, the eight percent is
24  not strangling you?

25 A Coul d you be nore specific?
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Q The eight percent return on equity, is that
within your range, the |lower end of your range as we
silt here today?

A No, it's not. The bottom of our range is a
percent bow 9.9 or 8.9 percent, so we are well bel ow our
range.

Q Al'l right. And there was characterizations
about the rate increase. Wuld it be fair to say that
the rate increase that took place as a result of the
parties' settlenent agreenent previously, that was the
last time y'all sought to adjust rates, correct?

A Yes. W adjusted rates, and they cane in the
formof revenue. And the settlenent also included sone
depreciation credits, which are noncash.

Q (kay. Let's go to that line 23 -- actually,
maybe that's the -- if we could scroll to 24. There is
a $58 mllion increase. You are talking about the prior
settlenment, is that right?

A Yes. That's correct.

Q And how rmuch is being asked for today in the
rates?

A Approximately 124 mllion before the cast
I ron/ bare steel.

Q So you were asked about percent rate increase,

35 to 40 percent on a percentage basis, and with respect
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1 to the conparison to the last rate case, it's double the
2 rate increase as conpared to the |ast one, is that

3 right?

4 A | believe we said the last rate increase was

5 32 percent, and this one is 36 percent.

6 Q Right. But in terns of dollar figures, Ilike,
7 so the last one, we agreed, it was 58 mllion increase,
8 and now you are at 130, so that's nore than doubl e what
9 it was last time, right?

10 A Yeah, and the conpany has grown significantly
11  since then.

12 | think it bears saying that even with this

13 rate increase, our bills and our base rates wll be very
14  conparable to what has been approved for FPUC and

15 Florida City Gas already. W will be |lower than one,

16 and slightly higher than the other.

17 Q But you woul d agree, every case is judged on
18 its own facts, correct?
19 A OF course. But | dothink it's relevant to

20 understand what the market | ooks like for delivery of
21 gas in the state of Florida.
22 Q And gi ven your view on that, that stands true

23 with respect to our ROE discussion?

24 A Absol ut el y.
25 MR, MOYLE: | have another quick line, | think
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1 | am about w apping up, but --
2 CHAI RMAN FAY: \What nunber?
3 MR. MOYLE: This is 20C, as in cat. OPC
4 exhibit, it has not been marked with an exhibit
5 nunber .
6 CHAI RVAN FAY: COkay. We will mark it as 179.
7 (Wher eupon, Exhibit No. 179 was marked for
8 identification.)
9 BY MR MOYLE
10 Q And this does have OPC markings on it. | take
11 you to the last page of this exhibit. 1It's OPC 5.
12 There is another big nunber on it, 15374.
13 A Yes.
14 Q Could you just, if you are confortabl e,
15 explain what this docunent is?
16 A Yes. | believe what this docunent captures is
17 an audit that we had done of the bl anket capital over a
18 period of tine.
19 Q And why do you do that?
20 A Just general good practice, to nmake sure that
21 we were accounting properly for spending.
22 Q | don't know how confortable you are talking
23 specifics on this, but down on the right-hand col um,
24 the last comrent, there is sonething in bold in there.
25 Are you confortable verbalizing that?
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1 A Most |ikely error, that conment?
2 Q Yes.
3 A Yeah. Sure. Mst likely error is 0.9 percent
4 and upper limt error is 2.8 percent of the popul ation
5 respectively.
6 Q And ABS, what is that?
7 A You know what, that's a good question. |
8 don't recall what that is.
9 Q The -- what | amtrying to understand is there
10 is a couple of nunbers just to the left of that. Are
11  you okay verbalizing those nunbers?
12 A Yes. $4 million and $13 million.
13 Q Ckay.
14 CHAI RMAN FAY: M. Myle, just for clarity, it
15 appears at the top of the page that it identifies
16 that ABS, to your question. It appears at the top
17 of the page it identifies what ABS is up there.
18 THE WTNESS: Absolute value. R ght. Thank
19 you.
20 MR, MOYLE: Ckay. Thank you.
21  BY MR MOYLE
22 Q So | guess | amtrying to understand if this
23 -- you know, this error, this nost likely error, upper
24 error, you know, did these errors actually occur and
25 were identified and rectified, or is it a pending
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1 matter? | nean, they are pretty big nunbers in the
2 grand schenme of things on this case, in ny mnd anyway,
3 so do you have any information about these errors that
4 were identified in this docunent, and what the status of
5 themare?
6 A | think the place to go is to the prior page,
7 under conclusion, where it says: Based on the work
8 perfornmed. Based on the work perforned and the sanple
9 selected fromthe population, et cetera, et cetera, the
10 bl anket capital project transactions for the period
11 appear to be fairly stated. So that was the concl usion
12 of the audit.
13 Q And if you are confortable reading the first
14  coupl e of sentences of the next paragraph, that woul d be
15 appreci at ed.
16 A Qur review, however, identified operations and
17  mai ntenance work that was erroneously recorded to
18 capital projects, and instances of overbilling by
19 external contractors. They don't -- the exceptions
20 don't exceed the established materiality threshol d.
21 So essentially, what this audit told us was
22 that, froma materiality and sort of overal
23 perspective, things were being correctly recorded, but
24  there were sone instances where sone corrections needed
25 to be made. And fromthat, we have | earned and put in
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pl ace additional controls,

good busi ness gover nance.

Q And do you know what the materiality threshold

Is that's being referenced is?

A | don't spec

Q It would be a nunber value, right?

A Typically a nunber,

nunber. Yes.

Q Yeah. And what caught nmy eye is it talks
about overbilling by external
was curious whether that's been rectified?

A Well, everything comng outing of here would
have been actioned, and Christian R chard would be able
to talk you to about this in further detail. But | can
assure you, this is the kind of thing we do to nmake sure

that things are as accurate as possible.

Q Ckay. Thank

MR. MOYLE: M. Chair,

fically,

you.

mnute to check ny notes.

CHAI RVAN FAY:

BY MR MOYLE

Q | don't have any further questions of you, but

| wanted to thank you for appearing and answering the

questions and --

A Thank you.

Ckay.

and it's just part of ongoing

or a percentage of a

contractors, and | just

no.

if I could just have a
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Q -- it was a pleasure to get to know you in
this case. Thank you.
A Thank you. Likew se.
CHAI RMAN FAY: Al right. Staff.

MR. SANDY: Yes, M. Chair. And with lunch in

mnd, | will be as quick as |I can.
EXAM NATI ON
BY MR SANDY
Q Ms. Wesley, in your witness testinony that
you --
CHAI RMAN FAY: M. Sandy, if you will just

nmove a little closer to the mc to nmake sure we
get --
MR. SANDY: | can. M apol ogi es.
CHAI RVAN FAY: Thank you.
BY MR SANDY
Q Ms. Wesley, in your witness testinony that you
sponsored in this rate case, you cite to the San Bruno
and Zogg Wldfire in California as exanples of why the
2023 Transaction is a good idea. Do you recall that
testi nony?
A | do.
Q Ckay. And ultimately, if | understand your
testinony correctly, you cite to those as exanples of a

materi al good for custoners, is that right, or at |east
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1 why the 2023 Transaction is a material good for
2 custoners? Cearly, those catastrophes were not good
3 for California ratepayers.
4 A Right. It's the idea that isolating the gas
5 utility fromthe electric utility protects it fromthose
6 kinds of catastrophes inpacting it directly.
7 Q So this norning, | have heard you reference at
8 least twice, quote, Hawaii, and | believe it is within
9 the context of why the 2023 Transaction is a nmateri al
10 good for the utility's ratepayers, am| correct in what
11 | heard?
12 A It's a -- it's a recent occurrence in which a
13 catastrophic event is affecting credit worthi ness and
14 access to capital of an electric utility. And the idea
15 is that if the gas utility had been housed within that
16 electric utility, custoners would be harned.
17 Q kay. And | just want to be clear, when you
18 say Hawaii, you are citing the series of fires in Maui
19 that have obviously created issues that are ongoing
20 still, is that right?
21 A Yes. That's right.
22 Q Ckay.
23 MR SANDY: If | could have one noment, M.
24 Chair.
25 CHAI RVAN FAY:  Sure.
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1 MR, SANDY: No further questions.

2 CHAI RVAN FAY: Al right. Conm ssioners, any
3 cross for Ms. Wesley?

4 Ckay. Wth that, we will nove to redirect.

5 FURTHER EXAM NATI ON

6 BY MR WAHLEN:

7 Q Ms. Wesley, just briefly.

8 Publ i ¢ Counsel asked you a nunber of questions
9 about SeaCoast, and introduced the idea that sonehow or
10 other Peoples is staffing up to support SeaCoast in

11  energing narkets. Do you renenber those questions?

12 A | do.

13 Q How many projects does SeaCoast have ri ght
14 now?

15 A SeaCoast has four pipelines operating.

16 Q And are there any projects on the board now

17  for SeaCoast?
18 A There is nothing formally on the board now for

19 SeaCoast .

20 Q | s Peoples Gas staffing up to support SeaCoast
21  in emerging nmarkets?

22 A It is not.

23 Q There has been sone di scussion about 90 new

24  enpl oyees, or team nenbers, in 2023. Do you renenber

25 those questions?
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1 A | do.
2 Q Do you know, or would you agree, subject to
3 check, that about 60 of those positions were vacant in
4 '22 and have been filled in '23?
5 A Yes. That's correct.
6 Q Okay. There were sone questions about the tax
7 inplications of the '23 transaction, and sone questions
8 about whether avoiding a capital gains tax, or a tax
9 expense was the primary driver behind the transaction.
10 Do you renenber that?
11 A Yes.
12 Q In Exhibit 161, which was an interrogatory
13 answer, did that explain other considerations for the
14  transaction besides taxes?
15 A Yes, it did.
16 Q And do you know, did the conpany ever really
17 conme to terns with which entity woul d bear the tax
18 expense if there had been one? The $150 million, did
19 the conpany figure out, well, yeah, that woul d be
20 Peopl es Gas, or Tanpa Electric, or Enera, or the
21  custoners; or did the conpany just decide, we are not
22 going to incur that kind of tax expense, so we don't
23 need to worry about who would have to pay it?
24 A Vell, | think, generally speaking, the conpany
25 would want to avoid $150 mllion tax gain in general.
112 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com

Premier Reporting (850)894-0828 Reported by: Debbie Krick



278

1 Initially, it was understood that Tanpa El ectric woul d

2 bear the gain. And ultimtely, through subsequent

3 conversation with tax advisers, and trying to understand
4  whether there was another way to manage this, in |ight

5 of all of the questions that we have been receiving, and
6 trying to be thoughtful about |istening to those

7 questions, and we've understood that the gain would be

8 borne by Peoples Gas if it were to be incurred today.

9 Q But the goal has been to avoid the tax

10 expense?

11 A That's absolutely the goal, and that's why we
12 are working hard to secure financing by the end of the
13 year so that we can be conpliant with the private letter
14 ruling, and be able to secure the tax-free status of the

15 transacti on.

16 MR. WAHLEN: Those are all ny questions.

17 Thank you.

18 CHAI RMAN FAY: Al right. You want to enter
19 sonme exhi bits?

20 MR. WAHLEN: Peopl es woul d nove Exhibit 12 and
21 26.

22 CHAI RVAN FAY: (kay. W thout objection, show
23 12 through 26 entered into the record.

24 (Wher eupon, Exhibit Nos. 12 & 26 were received
25 into evidence.)
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1 CHAI RVAN FAY: And OPC.
2 M5. WESSLI NG Yes, OPC just has one exhibit
3 that we would like to | eave identified, which is
4 OPC Exhibit 48, which was identified as 173. If we
5 could not admt that exhibit at this tinme, but we
6 woul d ask that all other OPC exhibits be admtted.
7 CHAI RMAN FAY: (Okay. So 173 --
8 M5. WESSLING Just renmain identified for now
9 CHAl RVAN FAY: GCkay. All right.
10 MR, WAHLEN: No obj ecti on.
11 CHAI RMAN FAY: Seeing no objections, show
12 OPC s exhibits -- let's see, what nunber did we end
13 at?
14 M5. WESSLING 160 through 177.
15 CHAI RMAN FAY: So then, M. Myle, it was 178
16 and 179.
17 MS. WESSLI NG Yes.
18 CHAI RMAN FAY: Okay. All right.
19 (Wher eupon, Exhibit Nos. 160-172 & 174-177
20 were received into evidence.)
21 MR, MOYLE: M. Chair, could | respectfully
22 ask that we just keep this open over |unch, and I
23 need to have sone conversations wth ny | egal
24 col | eagues about adm ssion of this information to
25 the record that | think would hel p nove us al ong.
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CHAI RMAN FAY: Okay. So for the exhibits, the

two exhibits you referenced, you want to just work

through it --
MR MOYLE: | amnot -- | amjust not clear of
the information where it's, |like, see this |line

right here, and what it says, if these don't get

into the record, then | don't understand how t hey
can be reviewed or relied on for the purposes of

any decision, but |I think I can sort it out with

sone conversati ons.

CHAI RVAN FAY: Ckay.

MR MOYLE: What OPC asked was point to |ine,
you know, three on this page, and isn't -- but then
it'"s not in the record. Nobody will ever know what
that related to.

MR WAHLEN: | think --

CHAI RMAN FAY: Unless there is an objection to
-- yeah, go ahead, M. Whl en.

MR. WAHLEN. Well, | nean, we can tal k about
it over lunch, but the docunents that our w tness
was cross-examned on are in the record now. They
have been admtted, so many not sure what the issue
I S.

MR, MOYLE: | thought we weren't admtting a

| ot of this confidential stuff.
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1 CHAl RMAN FAY: No, it's admtted.
2 MR MOYLE: Ckay. Al the stuff that had been
3 mar ked and identified by OPCis all admtted?
4 CHAI RMAN FAY: Yes. [It's ny understanding
5 that as confidentially admtted, it's admtted for
6 t he record.
7 MR. THOMPSON:. Al l except for one.
8 MR, WAHLEN:. Al |l except for 173. Yeah.
9 CHAI RMAN FAY: Does that answer your issue?
10 And we can wait until lunch if you want.
11 MR, MOYLE: That would be great. | wll just
12 clear it up after |unch.
13 CHAI RMAN FAY: Okay. So we wll take -- we
14 Wil just address that first thing if there is
15 sonet hi ng that needs to be addressed, that works.
16 MR, REHW NKEL: But are we admtting 160
17 t hrough 177, mnus 1737
18 CHAI RVAN FAY:  Yes.
19 MR. REHW NKEL: Ckay.
20 CHAI RMAN FAY: W thout objection those are
21 admtted into the record. 173 is the only one that
22 we did not, correct? Ckay. Yep. Al right. So
23 that puts us in the right posture.
24 So then just to give us sone -- to give
25 everyone sone idea of the tinmeline in procedures.
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1 So when we cone back, M. Wahlen, we will have --
2 our folks wll have M. D Ascendis and M. WAtson
3 ready to go.
4 MR. WAHLEN: Yes, sir. That will be fine.
5 CHAI RVAN FAY: And did you have a preference
6 in the order out of those two?
7 MR. WAHLEN:. | would like to do M. D Ascendis
8 first, please.
9 CHAI RMAN FAY: kay. Geat. So then we plan
10 on starting back at 1:30 with M. D Ascendis, and
11 then we will nove to M. Watson.
12 MR THOWSON: M. Chairnman, before we -- the
13 Clerk's Ofice reached out to ask a question. |
14 believe that the utility requested to nove Exhibits
15 12 and 26 in, and the announcenent was Exhibits 12
16 through 26, so | think for the erk's Ofice, if
17 we could clarify whether that was 12 and 26 or 12
18 t hrough 26.
19 MR WAHLEN: 12 and 26.
20 CHAI RMAN FAY: Yeah. To your point, M.
21 Thonmpson, | do think we stated it as through, so
22 for that correction, it's 12 and 26.
23 MR, THOMPSON: Thank you.
24 CHAI RVAN FAY: Thank you.
25 Anyt hi ng el se?
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10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

MR, THOMPSON: Not from staff.

CHAI RVAN FAY: Thank you. Thank you for that
cat ch.

Al right. We will break for lunch. W wl]l
see you at 1:30.

(Lunch recess.)

(Transcript continues in sequence in Vol une
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