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IN REPLY ~£FCR 'to. 

Ansley Watson, Jr. 
P. O. Box 1531 
Tampa, Florida 33601 

Re: Docket No. ~2 __ Petition to resolve territorial 
dispute with Clearwater Gas System, a Division of the 
City of Clearwater, by Peoples Gas System, Inc. 

Dear Ms. Bayo: 

Enclosed for filing in the above docket on behalf of Peoples 
Gas System, Inc., please find the original and 12 copies of the 
Rebuttal Testimony of Richard L. Firebaugh. 

"ACK 
I also enclose the original and 12 copies of a certificate of 

AFA ----service with respect to the enclosed testimony. 
APP 
err Please acknowledge your receipt and the date of filing of the 

----aen~closures on the duplicate copy of this letter enclosed for that 
CU,'! _--Pllrpose, and return the same to me in the enclosed preaddressed 

envelope. 
eTR --- , 
E~~~Thank you for your assistance . . / .a .... _ _ __ 
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Mr. M. Lee Young 
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Mr. Richard L. Firebaugh 
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Docket No. 940660-GU 
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I HEREBY CERTIFY that a true copy of the Rebuttal Testimony of 

Richard L. Firebaugh on Behalf of Peoples Gas System, Inc., has 

been furnished this 8th day of November, 1994, via Federal Express, 

to William J. Peebles, Esquire, Moore, Williams, Bryant, Peebles & 

Gautier, P.A., 306 East College Avenue, Tallahassee, Florida 32301, 

and Martha Carter Brown, Esquire, Division of Legal Services, 

Florida Public Service Commission, Fletcher Building, 101 East 

Gaines Street, Tallahassee, Florida 32301. 
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Attorneys for Peoples Gas System, Inc., 

Petitioner 
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" 1 Please state your name, business address, and 

2 by whom you are employed. 

3 'A .• My name is Richard L. Firebaugh. My business 

;~~ddreB! is 1800 Ninth Avenue North, St. Petersburg I 

S' "it.:'l;C:irlda 33713-,7;1:).7. I am employed by Peoples Gas System, 

6 :Inc ~. ("Peoples") as Division Manager of Peoples t St. 

7 Petersburg Division. 

8 Q. Are you the same Richard L. Firebaugh who has 

9pr,e.viou81y filed direct testimony on behalf of peoples in 

10 't;hl. .proceeding? 

11 

12 

13 

A. 

Q. 

A. 

Yes. 

Whati. the purpose of your rebuttal testimony? 

My testimony is in rebuttal to portions of the 

14 ~.st1.lnony of Gharles S. Warrington, Jr. on behalf of 

15 C1earwat~r Gas, System ("Clearwater Gas"). 
'1" c 

16 

17 

18 

19'~:;' 

o· Ple.se sUIIIIIl&rize the portions of Mr. 

_FrJngton'. te~ti.ony with which you take i8sue. 

A. My testimony will be directed to Mr. 
" 

':~~~i~gton • s assertions (1) that Peoples does not intend 

20 -,~o,p~Qvlde natural gas service to potential customers in 
.~ c 

21 exJ;stingresidentlalneighborhoods in the disputed area, 

22 (2')tbat Peoples' representatives have "told the Pasco 

23 co~\mlty" that existing neighborhoods will have to 

24;~~onfin~e to be servec:i by LP gas, (3) that the addition of 
t ""', ~.'~« ," : 0>. • 

25 
.. :",:,,-
.;/gate·st'ation by Clearwater in Pasco County at State . < :_.\ ~ c 
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\ 1 :~",~~ '!;~'i8 "critically important". ( 4 ) that Peoples' 

2po:;t:icy regarding the conversion of LP gas customers to 

3 nat~ralgas is "vastly different" from that of Clearwater 

.. Gas,. and (5) that Peoples has indicated no interest in 

5 bu!'lding in the roadways of Port Richey. Finally, I will 

6 address Mr. Warrington's statements regarding the 

7 "aggressive" expansion policy of Clearwater Gas. 

8 Q. Is it true, as stated by Mr. Warrington on page 

9 . ,.11, .l\!n&s ,23 - 24 of his testimony, that Peoples has 

lOi'.,:diciiteCtthat it does not plan to serve existing 

11 ~e.~cI. ... ntial neighborhoods in the disputed area? 

12 

13 

Absolutely n'ot. 

Ate aimilar .ssertions .ade by Mr. Warrington 

14at.,ot){~r pOip.ts in his testimony? 

15 o. Yes, asIde from his statement that the policies 

16 ,of Peoples and Clearwater Gas with respect to converting .. ',; ~ 

17 LPgascustomers to natural gas are "vastly different", 

18 which I will address separately, Mr. Warrington makes a 

19 Similar assertion on page 20 (lines 4 - 7) of his 

20 testimony. 

21 o· 1. that a •• ertion correct? 

22 A. Absolutely not. 

23 o· What is Peoples' policy with respect to 

24 providing natural g"'8 service to customers in existing 

25 residential neighborhoods in the disputed area? 
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~ A. Peoples' policy, which is the Bame throughout 

all areas served by its natural gas distribution system, 

is to provide natural gas service to as many customers as 

p()ss1ble, wherever located, to the extent the provision 
~.~ ; < 

of-5auch service is feasible. 
~,'~" . 

o. Has this policy been communicated by Peoples' 

representativ.s to representatives of the various 

governments in the disputed area? 

A. Yes, it has. 

Q. Please explain what you mean when you say you 

want to serve as many customers as possible with natural 

gas, but only to the extent the provision of such service 

is feasible. 

A. I mean that Peoples does not intend to connect 

customers to its distribution system without analyzing 

whet.her the costs incurred to make the connection can be 

recovered by the Company through the revenues derived as 

a result of the expenditure. If a potential customer is 

loc~t.ed adjacent to one of Peoples' existing natural gas 

mains, it is usually "feasible" for the. Company to 

install a service line to provide the service the 

potential customer desires. If, however, the potential 

customer -- whether reSidential, commercial or industrial 

-- ianot located near one of the Company's existing 

natural gas mains, and a main extension Is required in 

-3-
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ora~r to connect the customer to the company's 

d!s;.rlbution sys-tem, the cost of connecting the customer 

--mayor may not be "feasible". Pursuant to its natural 
(-'I"'" " 

'g,s:;tariff oil file with the Commission, Peoples makes the 
,~-

feasibility c;ieterrnination by making an estimate of the 

cost of connecting the customer or customers, and 

estimating the revenues (excluding the cost of gas) to be 

derived from t.be customers who would be connected to the 

extension. If the revenues for the first five years of 

service are projected to exceed the projected cost, then 

the extension 1s deemed f·easible, and Peoples will make 

the extension to connect the customer or customers at the 

Com~any's cost. If revenues for the first five years of 

service are less than the estimated cost of connection, 

then Peoples .requires a contribution of the shortfall by 

the customer_( s) being connected. 

Q. Why does Peoples require that the connection of 

new cuato .. rs be fe.aible? 

A. Because, to the extent the cost of connecting 

a new customer c_annot be recovered in a reasonable period 

of~t-ime from the customer connected, it must be recovered 

from Peoples' other ratepayers. It is pOSSible, if not 

likely, that t.he Commission might disallow recovery of 

the "non-feasible" portion of the investment made by the 

Company to connect the new customer{s) as being 

-4-
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imp~dent. peoples' management therefore deems it 

ImPfudent to connect new customers if the revenue to be 

derived from serving those customers during the first 

fiv:~years is insufficient to cover the cost of their 

con~e'ction. Even if Peoples was permitted to recover the 

fI~qll~,feaB~l;)le" portion of sllah connections from its other 
'0,~~t~_::\ e },,'" -

ra~!payers., Peoples' pursuit of such a policy would 
::~ "." c , 

eventua'Ily.lead to higher rates for all customers on its 
, 
< , 

dtlltrit>~tion system, thereby making the Company less 

c:oinpetttlye with ot~er competing sources of energy, and 

less able to expand the number of customers to which it 
i,d- - ,0:., '.{~ . ~ 

i2l'.~ie;to provide. natural gas service. 

O~ What factors generally affect whether the 

connec,tion of anew customer 1s feasible? 

~. ,Obviously, the revenue to be derived from 

provi,(iirig service to the customer is important because it 

establist\es a ceiling on the amount of the investment the 

Company will make without requiring a contribution toward 

the cost of the extension from the customer. The other 

side of the comparison is, of course, the cost of the 

extension. 

o. What factors generally affect the cost of an 

extension of facilities to serve a new customer? 

A. In general, the diameter of the main and 

service lines needed to provide service, the lengths of 
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tho,se' i facilities, and the location in which the 

faci.~~ities must be installed. The greater the diameter 

of th'ipipe needed to provide service, and the longer the 
o 

ext~risionneeded to reach the customer, the greater the 

co't;.of making the extension. 

o. Why 18 the loca.tion in which the new facilities 

aie,',;,tp:'b4!t:'inatalled i.portant? 
,",-.- . 

construction in areas which have 

alJteadybeen developed -- that is, in which streets, 
< ,'""~ /~ ,":, • \" ' 

sl.~e:tilalk,s'l;bui~dings . (.whether commercial or residential) , 
~ ,. ", ~ :.:::- ,,' " . - '-', " . 

landacapingandother improvements have already been 

is generally more costly than is 

con"truction in undeveloped areas. In an already 

developed a:r;ea, streets, sidewalks, landscaping and other 

improv~~enttJ have to be restored following the 
, ~'~~' , . 

lr,uJt..allat~on of the .J)ew gas service facilities • Further, 

some.iliprQvements may not be able to be disturbed, and 

may thereby cause the extension to be longer than would 

have been the case in an undeveloped area with no 

preexisting improvements. Thus I construction of new 

facilities in areas which have already been developed 

(such as existing residential neighborhoods) is 

inherently more costly than would be the same work in a 

previously undeveloped area (such as a brand new 

reSidential subdivision). 
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Q. Is it true, as stated by Mr. Warrington on page 

19~, linea 1 5 of his testimony, that Peoples's 

re:pf.aen~a.tlves have "repeatedly told" the Pasco 

co_unity'\..,~at exiating neighborhoods will have to 

coriti~ue t9 .be ,aerved by LP gas as it is not economical 

foriPeop~.a to 'expand into already developed areas7 

A. The statement is correct if considered in the 

context of the comments I have just made regarding 

:feasibility. By this, I mean it is generally more costly 

to install new gas service facilities in existing 

The fact that such 

'.~o C9rlstruction will be more costly, coupled with the fact 

~ithatthe annual revenue derived from a residential ,0 

na~.ural gas customer 1s typically a small amount, means 

it is less likely the connection of such a customer will 

~ feasible financially. Peoples' representatives have 

n,ver told anyone that the Company will not serve 

potential customers in any classification. We have only 

state4 that new connections must meat our feasibility 

criteria, which I have previously discussed. 

Q. Do you agree with Mr. Warrington-s statement 

.that • customer who does not meet Peoples t feasibility 

criteria for c;onveraionfrom LP gas to natural gas will 
:'r. , 

. be.'!'~eld captive to higher, unregulated LP pricing"? 

A. I agree that Peoples would not, without 

-7-



1 obt~i"n~ng a contribution from the customer for any non-

2 fe'lisible portion of the cost of conversion, connect an 

3 ex~s.ting LP gas customer if the connection did not meet 

4 the Company's feasibility criteria. I do not agree that 

5 such "a customer would thereby necessarily be "held 

6 c~p~.i:y~, to higher, unregulated LP pricing". While LP 
.' -1 ,.'~. 

7pt~~.\ng is ",unregulated" by any regulatory body such as 
, 

8 the <;ommission, it is regulated by the marketplace since 

9 th~,reare many propane suppliers in the disputed area. 

10 Mi:'~, <,Warrington"s statement also assumes that LP prices 

11 are higher than natural gas prices, which mayor may not 

12))~.t~e case at any given point in time. In fact, the LP 

13 gas rates of Peoples (and other LP gas suppliers in the 

14 di~puted area)·, are currently less than Clearwater Gas' 

15 cu.tlr~.ntnatural gas rates for certain commercial 

16 cust:~:)Jilers. It 1s also possible that if Clearwater Gas 

17illcreases its natural gas rates as a result of the 

18 expansions of i·ts system described in Mr. Warrington J s 

19 tf;!still!onyand the rate study being performed by Coopers 

205 'Lybrand, Peoples' residential LP rates will be less 

21 than Clearwater Gas' residenti.al natural gas rates. 

22 g. With r~gard to Mr. Warrington's statement that 

23LP zgas ~u.tomers in the disputed area may be subjected to 
.'\: 

24·o'~.gulated"rate. for LP gas, who will regulate 

25 ':~'~1~~~t~r Ga.' rates for natural gas service in the 

-8-
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di'~~1ft.d area of P •• coCounty? 

A. It is my understanding that those rates will be 

regulated by the City Commission of the City of 
., j 

. Clearwater. 

9~ Beginning on page 14, line 10, of his 

testi.,ny, and continuing through line 3 on page 15, Mr. 

War~in9ton discusses what he characterizes as the 

. cr,ltical importance of the Pasco County gate station 

Cl.arw.ter Gas proposes to install a. part of its 

expal)llion Of facilities to serve t.he disputed area. Do 

you .9.~ee wit.h his st.atements regarding the proposed new 

gate? 

A. I find his discussion difficult to understand 

for several reasons. First, neither of the pOints 

mentioned by Mr. Warrington as being "critically 

impor.tant" -- strengthening the northern end of Pinellas 

coun~y by providing a service from the north, and 

providing a looped service for increased reliability -­

is mentioned in Clearwater Gas' 1993 - 2000 strategiC 

Plan' 1993 - 1994 Annual Operating and Capital Budget, 

which is attached to Mr. Warrington' s testimony as 

Exhibit (CSW-2). Second, if Clearwater Gas' 

existing lines are of a size sufficient to allow the new 

northe.rn dellverypoint to "strengthen" the northern end 

of Clearwater's existing system in Pinellas County, then 

-9-
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... '~:k·: 
elearw~t.e~r Gas should be able to serve its proposed Pasco 

County expansion with its existing gates in Pinellas 

county. If the lines are not of sufficient size, then 

the new gate in Pas.co County will provide no 

strengthening of the existing system in north Pinellas 

County. Third, while looping is capable of providing 

increaiB,d reliability, the cost of constructing is looped 

8ystelR:'lIlu~tbe balanced .against the need for the increase 

in ~~lla~ility. Most local distribution companies 

("LDCI5.'fr"?:, .• n.d municipal gas systems do not have one 

hundred percent looping in their systems because of the 

increased cost to their ratepayers. Further, many LDCs 

and municipal·l5.ystems are served by fewer than the three 

gate stations by which Clearwater Gas is served. For 

example, Peoples is served adequately by only two city 

gates in its St. Petersburg Division, which provides 

service to more than three times the customers currently 

served by Clearwater Gas. In my opinion, particularly 

since .it appears not to have been brought to the 

attention of the Clearwater City Commission when the 

Clearwater Strategic Plan was approved, the new gate 

station Clearwater Gas proposes to construct in Pasco 

county is needed because its existing system cannot 

adequately support the anticipated new load in west Pasco 

County. 
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, III itt.rue, as lita,ted by Mr. Warrington on page 

l$,begj;nningat line 20, of his testimony, that the 

pol~C:ies of Peoples and Clearwater Gas are "vastly 

ditl~f.ll~ri!Il"n ,it C:~Il.. to converting LP gas customers 

to natural gas? 

It ,is difficult to tell from Mr. Warrington's 

I say it is difficult to tell because Mr. 

1i.~J::liigton appears to suggest at page 24 (lines 21 - 22) 

t~iIli:;'-<:Cl:e~rwa:ter Gas, will "serve all loads that are " ""'r c' •• ;," c 

f~~.~~J.)l~;~:~r(~l:lile at other points in his testimony he 
".,:s:;.'" 

makes:1i<reference to Clearwater Gas' 
'.c~;"O,·,t~;~;~_ ' " beIng very 

"~gg~~~sive" ,in ,providing service to existing residential 

,n~~_~cJ~~e~h~()d8i and appears to suggest that Peoples may be 

l~~~:;~;~ggr~SSiVe" in connecting customers when it is not 

fiJ'lallcially (easible to do so. If the polIcy of 

Clearwater Gas is to make only those extensions of its 
c • ~V>_,"' 

facl1:itles that are financially feasible, then the 
'-" ,:;,. 

polictes of Peoples and Clearwater Gas are not "vastly 

differellt" as stated by Mr. Warrington. They are, in 

fact, identical. If, on the other hand, the policy of 

Clearwater Gas is to connect customers to its system 

regardless of the financial feasibility, I would agree 

that our policies are vastly different. 

:0· What is Peoples I policy regarding the 

conv.raion of existing LP gas customers to natural gas? 

-11-
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1 Peoples' ~esponse to the request of any 

2 aJpJric~nt for n.~turaJ". gas service (whether or not an 
"<,~;~;,<'(~o; '"'.' ~~f' 0''', '- , 

~"" .·_.,~~!~~:r~g ,~~ ,g~~' :~~~tc:>nl~:r of Peoples Gas Company, and 

:. .illi~;~c~2~.~:~;:~~::: c~::e::::;:i:::) :: 
6 .accordarice)!"~ith:PeopleB· tariff on fJ:le with the 

'.': , requested ilS feasible, we 

the conversion from LP gas to 

~, <{;/ ~. '. 

·:i'·~'&',if:,\I.1:t'~,i1afr~.ail~~atedby Mr. Warrington on page 

in bu1,ldinginthe roadways 

:l4'>c:c~. ";! ~~,!No;.J;~;:~peoples ":.has, bowever, advised the City of 

1~.<;~i!~~~~;1,i~~~I~N~~~~ likely not be f848tble to 

.. :1~;:.:':<·~~QV:la~:~~~€#t.r:'.cja8:1.eXY.1cet.o.'.ll custome~s in the city 

natural gas customers 

:'~O" '{,·,'r~'-,0;f~a;; ". ~.;:;~;do.·i~ii \.If coordinating the COnstruction of " ~ ~~':?~<~L~~:~~~·~l. -}t.; .. ~"~, ; '" ' -\ -1' ':" ~- .~. ~ _ c 

21 . ,,~:\PBOp ,es'~' '.natural;.,ga8",:fa.ci'l~ti~s with a municipality's 
.~{~;~l;\~:~~~;~~:tA~~>-J ,~~-:~~~!"t~<~ l~; ~~~ ~j~~'<-\'~'-~'\~>1~~~ ~ :' < 

22 "'~'. roaCh!.y,~"c"onstr~ction·e:or.'ren~vation would enable Peoples 
,~ ~"r, - ~}; ~>;1'~':t d):; .~ 4:: . ~>:.. ~ O'~:~;:'~:X::~~-,~3'-:~.c:: "S',t '''''{ ,~< ~ ~_~, 

C". "':;'-.'- -toi"-,,",.c· 0" 'ntCn".'''e-\;''.t-'.-;n-.' 'ew- ; .... \<u<,;_;t\o;:· .. m-)e"--r··-·'.~:_-.,.:.(w~ .. :'b-···-.i- c;'''h· 
2~'§~J:,iJiJ: ::r',,;ii-.. }~:~t.;'~-Y2\~!,~~f; .. :/;;-.. ~,t,~,Y1:_;;~/,,:~'i: ". j:> -:\>~;. . would not otherwise be 
2.--::-·! ;teas1.bt--'", e-woq~d:':Q"bV;loU.l.Y:'-d08o. 

2.~\ .' ··c ~!'!r~~~'~'~~~ ~iii~:.2·,,:e,. In his tentaony • Mr. 

>}'. t 



~, 

,r 

2 '::)pttj:l9.."P.hy of f·.ggi .... lvely llarketinqlr .ervice to, or 
,:' \~~~f~:i£~~~:{~;i~§f~>;:~'>-;,-:~ ,«:~, " ~~>',' ~ ~;-;" 

3 ~ ,', : .... ,.cj.;.II,!:~,V~ly;PQt.,~ing" con.truction to, or "1U.~imizing 

4, He also .tates that 

5 to serving" e~i.ting 

6 growth areas, in the 

,7 Jd.,tIlR~~~~;·~r~.·;.\.: ,~,<;,Cl"arw~terGa. I philosophy on these 

,~., ";;~~~!t~~~~lfl!~l#~~~~t'Of Peoples7 

·9 ,> <'~ ·/'_~",;;:~~~.·~:,~;·Agaln:"··1t ··1s .. dlfficult to give a yes or no 
> 0",),' .a};'~b.::.>1·:~;::';/;" . :}~~.:, ,'7 ·~·.~r: ,.: '.' :'foi~> " .' , 

lQ',,<, . :;:'ans~er;, .t,o·,' 'that· ·.·.que~tlon. '=bas~d em Mr _Warrington' s 

,.1~~~·i~~frltril~~~~~~~~~\~?~.~~~ifiedthatPeo,p~1'8 desire. 
"'c:~2~\ ,.[;ioitoi rtect~"::c,ustometsv>rn""theildlsputed, ·areai!:~~!never such 

;~~*~~~i~':::!I'II§~~~:;:r ::::;L~::~e::::::i:: 
15 >';'t.r ,et.;1ng:f5ll·itl:~t •• t~1.c(uJ')\:t6';,e·xiatin9 neighbC)ri'loods and 

.~~;, ':'} ::;~i;~~'~;&~i~:f::;;'~t~~:f,::§~~\;:,.;','~>'c .' -<, '1 :;; " . "'. i 
16, ".;, iC?~~~~}~,;'~c)~ftJ!:t(f~l;:~{natJ,1ral: ;c,J.~t, custoll1ers I P,~oples Is, I 

_"",/~~~<}~\~i,~(':~r~~/~~~~i({~" .. );)}'~;jt\-\ ,~'{ , c,_ ~'!f" , . ,. >-~ _:0 
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Gas with respect 

22 . 11'icon'''' '·ne' .• :"i';'WhJ.:l:e);Mr,;~.;w,.rrlngton doesno.t come right 
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23 'out':}ian ,',e.iistate ··thatl~'i,Clearwater ,Gas will extend its 
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1 at least gives the impression that is the case. If that 
)t,:<' 

2 is in fact the c.s~, that policy will eventually lead to 

3 'h~,gher rates for all customers served by Clearwater Gas. 

41£ it is not the case, then Mr. Warrington's testimony 

5 tafl,s to make the alleged distinction between the 

6 philosophies ot the two utilities. 

7 Q'., You have previously testified with respect to 

8 the ,generally higher cost. of construction in areas, such 

9 •• existing neighborhoods, which have been previously 

10 developed. In addition to the higher cost of 

11 con.tru~tion in these areas, are the any other obstacles 

12 P~O~l.S ,faces in attempting to convince residential 

13 cu.t~ .. rs to convert to natural gas from electricity, LP 

14 ga., or 'another energy source? 

15 A. There certainly are. The primary obstacle is 

16 the fact that the customer already has his or her 

17 appliances in place. Those appliances may well be in 

18 perfect working order, but will have to be replaced with 

19 new natural gas appliances in the event the customer 

20 converts to the use of natural gas. This is a cost issue 

21 separate and apart from the cost to Peoples of extending 

22 its facilities, and would be an obstacle to making such 

23 conversions even in the case of a customer located on an 

24 existing main of the Company. In addItion, the piping 

25 and venting required for gas appliances is usually 

-14-
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conside~ably more expensive to install in an existing 

resid~ll~e than in a residence which is being initially 

constr1}C:t~d. Similar considerations are also faced by 

certain commercial customers • The point is that a 

custom~r in an existing building generally incurs the 

cost of replacing appliances he or she has already paid 

for, as well as the cost of piping and venting those 

appliances, when he or she considers switching to natural 

gas from another energy source. Regardless of how 

"aggr.essively" anyone markets natural gas service, the 

simpl~ fact is that many customers are unwilling to incur 

those costs, and therefore are unwilling to make the 

switch. Clearwater faces the same higher costs of 

construction, and the same obstacles discussed above, as 

does Pe.oples. 

Q. Does this conclude your rebuttal testimony? 

A. Yes, it does. 

-15-
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