6/26/2019 Peoples Gas Systems
Hearing proceedings before: Judge Early - Volume 5 600

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

STATE OF FLORI DA
DI VI SI ON OF ADM NI STRATI VE HEARI NGS

FILED 7/24/2019

PEOPLES GAS SYSTEM DOCUMENT NO. 05938-2019
FPSC - COMMISSION CLERK

Petitioner,

VS. Case No. 18-4422

SQUTH SUMTER GAS COVPANY, LLC.
AND CI TY OF LEESBURG

RESPONDENTS.
/

VOLUME 5
PAGES 600 - 716

PROCEEDI NGS: FI NAL HEARI NG
BEFORE: E. GARY EARLY
Adm ni strative Law Judge
DATE: June 26, 2019
Tl ME: Conmmenced at 9:00 a. m
LOCATI ON: DI VI SI ON OF ADM NI STRATI VE
HEARI NGS

1230 APALACHEE PARKWAY
Tal | ahassee, Fl orida

REPORTED BY: DANA W REEVES
Notary Public in and for
the State of Florida
at Large

PREM ER REPORTI NG
114 W 5TH AVENUE
TALLAHASSEE, FLORI DA
(850) 894- 0828

Premier Reporting Reported by: Dana Reeves



6/26/2019 Peoples Gas Systems

Hearing proceedings before: Judge Early - Volume 5 601
1| APPEARANCES:
2 FOR THE PETI TI ONER:
ANDREW M BROWN, ESQ
3 THOMAS FARRI OR, ESQ
Macf ar| ane Ferguson & McMul | en
4 Suite 2000
201 North Franklin Street
5 Tanpa, Florida 33602
6 FRANK C. KRUPPENBACHER, ESQ
Frank Kruppenbacher, P.A
7 9064 Great Heron Circle
Ol ando, FL 32836
8
9 FOR RESPONDENT CI TY OF LEESBURG
10 JON C. MOYLE, ESQ
KAREN ANN PUTNAL, ESQ
11 | AN WALDI CK, ESQ
Myl e Law Firm P. A
12 118 North Gadsden Street
Tal | ahassee, Florida 32301
13
14 FOR RESPONDENT SOQUTH SUMIER GAS COMPANY:
15 JOHN LESLI E WHARTON, ESQ
Dean Law Firm
16 Suite 815
215 Sout h Monroe Street
17 Tal | ahassee, Florida 32301
18 FLOYD SELF, ESQ
Berger Singerman, LLP
19 Suite 301
313 North Monroe Street
20 Tal | ahassee, Florida 32301
21
22
23
24
25

Premier Reporting Reported by: Dana Reeves



6/26/2019 Peoples Gas Systems
Hearing proceedings before: Judge Early - Volume 5

602

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

| NDEX TO W TNESSES

W TNESS
JOSE ANTONI O GARCI A

DI RECT EXAM NATI ON BY MR MOYLE
CRCSS EXAM NATI ON BY MR KRUPPENBACHER
REDI RECT EXAM NATI ON BY MR MOYLE

TOM GEOFFROY
Dl RECT EXAM NATI ON BY MR MOYLE

CRCSS EXAM NATI ON BY MR BROMWN
REDI RECT EXAM NATI ON BY MR MOYLE

PAGE

616
638
658

671
692
708

Premier Reporting

Reported by: Dana Reeves



6/26/2019

Peoples Gas Systems

Hearing proceedings before: Judge Early - Volume 5 603
1 PROCEEDI NGS
2 THE COURT: M. Myle, are we ready to go?
3 You' ve got M. Ceoffroy's queued up?
4 MR. MOYLE: | have M. Garcia queued up.
5 He'll go first.
6 MR. BROAN: Are we going to take up the issue
7 on M. MCGee? | guess qualified -- yeah, whether
8 he can conme in based on qualifications. And M.
9 Kr uppenbacher is going to handle that argunent.
10 THE COURT: Well, let ne get -- let nme ask
11 this first, because | understand that M. MGee is
12 a safety expert. | nean, we've already had -- M.
13 Rogers testified a good bit on safety, that |
14 recall. | don't recall who else. |'mjust kind of
15 wondering if we're getting a little cunulative on
16 an issue where | haven't really seen a lot in the
17 way of dispute, at least in terns of Leesburg's.
18 MR, MOYLE: Right. | would say no with
19 respect to M. McCee. He -- and, really, we
20 reached an agreenent that everything should cone in
21 except for he thinks he doesn't have the experti se.
22 We say, no, we think he does have the experti se.
23 He went to Notre Dane and got an engi neering
24 degree. He worked for Stone and Webster. In his
25 exhibit is all of his expertise. There is a CV

Premier Reporting

Reported by: Dana Reeves



6/26/2019

Peoples Gas Systems

Hearing proceedings before: Judge Early - Volume 5 604

1 that is at the back of the exhibit in question.

2 And - -

3 THE COURT: Let ne do this. Let ne hear from

4 M. Kruppenbacher first and we'll -- you nade the

5 offer and I don't recall which exhibit it was.

6 MR MOYLE: Right.

7 THE COURT: Twenty-two?

8 MR. MOYLE: Yeah -- Judge, if you could

9 i ndul ge ne just for two nore m nutes.

10 THE COURT: Twenty-four is the exhibit.

11 MR. BROWN: The report is seven. W've

12 objected to that. | know the Court had rul ed kind
13 of her testifying --

14 MR MOYLE: It's both places. It's seven as
15 the report itself and then it's on 24 with the depo
16 and the report attached. So just, if | could, |

17 don't want to belabor it, but I think it's really
18 i nportant that we want to nake a record on safety,
19 because we think safety is inportant. You'll hear
20 peopl e say, safety is the nost inportant thing.

21 And the Conmm ssion don't get a |lot of opportunities
22 to weigh in on territorial disputes. So consistent
23 wi th your, you know, views about, let's let stuff
24 in and have a conplete and full record, we think it
25 I's appropriate, if | could just show you one page,
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1 if I could approach. This is the index of his
2 report.
3 THE COURT: | have it already.
4 MR, MOYLE: Okay. But to the cumulative
5 poi nt, you know, he goes through and he | ooks at
6 all these federal records and he does a conpare and
7 contrast. He has designed natural gas systens. He
8 has worked for a natural gas conpany, you know, and
9 he woul d be here but for the fact that he is in the
10 hospital. So | think the issue, as | understand it
11 in the dispute is, they say, well, we don't think
12 he's an expert. Respectfully, that should go to
13 wei ght, not adm ssibility.
14 THE COURT: Al right. M. Kruppenbacher.
15 MR KRUPPENBACHER: Yes, Your Honor. First.
16 Under the Daubert decision fromthe Florida Suprene
17 Court, the burden is on M. Myle to qualify himas
18 an expert. The report, contrary to what is
19 represented to you, is not part of that deposition.
20 He may have attached it and tried to slip it in
21 that way. It was never introduced as an exhibit in
22 the deposition. Wen the court reporter sent the
23 depositions to us, it was not attached. So we
24 strenuously object toit. Now M. Myle wants to
25 articulate that he is sonme sort of safety expert.
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1 It is his burden to qualify himas a safety expert,
2 and in the deposition there were absolutely no
3 questions fromM. Myle to establish and qualify
4 himas a safety expert. 1In fact, when | questioned
5 him he specifically said, when | said, tell ne
6 specifically what you think you are an expert in as
7 it relates to gas utilities, on Page 28 of the
8 depo, Line 4. And now the answer, | find, 6: |
9 have consulted for gas utilities for decades.

10 consider nyself to be a nanagenent consultant. |
11 am adept at anal yzi ng nunerical information. M

12 specialty in regard to that subject would be

13 engi neering and natural gas operations.

14 He then proceeds to go on and say throughout
15 he is famliar with gas safety issues. He's not a
16 safety expert. Do you consider yourself an expert
17 in the area of gas safety? Page 33, Line 13.

18 Answer: |I'mnot sure what you would call an

19 expert. |'mknow edgable init. |It's not forenost
20 in the types of background that |'ve had before,

21 but 1'm know edgabl e in that area.

22 Tell nme what your strengths are, on Page 34 of
23 37, Line 15: [|I'mvery good at organization and

24 simul ation of natural gas flows in piping systens.
25 For instance, | think that is ny premer strength
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1 that | have had, but | consider nmy know edge broad
2 enough to approach any area that a person feels is
3 worth being anal yzed and to do a good job at that.
4 Nowhere in his deposition does he say, |'m an
5 expert in the field of safety, nor he's never, by
6 his own testinony, managed the safety --

7 THE COURT: Well, on Page 35 you did ask, do
8 you consi der yourself an expert in the area of gas
9 safety. And he says: | would say | don't know

10 everyt hi ng about the subject, but in general terns
11 you could call ne an expert if you want, yes. |

12 nmean, he does have sone experience.

13 MR, KRUPPENBACHER: But if you follow back, he
14 basically says, | don't know what an expert is, but
15 If you want to call ne one, you can call ne one.

16 THE COURT: Al right. Let nme do this. |I'm
17 going to take ten mnutes. I'mgoing to skimthis
18 alittle bit. | just kind of want to get a sense
19 for his qualifications, without having to sit here
20 and do it.

21 MR, VWHARTON: Briefly, Your Honor? Can | just
22 say a brief word?

23 THE COURT: Sure.

24 MR WHARTON: We're not tal king about the

25 adm ssibility, because the deposition of an expert
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1 is adm ssible for any purpose. The deposition
2 infirmty is one of the things listed. The depo's
3 in. So | think you'll see during your -- while
4 you're perusing it, there's also a ot of stuff in
5 there that would fit under facts that we've been
6 hearing, guys say they've | ooked at websites and
7 determ ne this on gas pressure, or they |ook at
8 these calculations. And so | think you -- whether
9 or not you determine that he is or isn't an expert
10 on the face of the record would not necessarily
11 result in the tossing out of the entire deposition.
12 I think that's -- we would ask --
13 MR. KRUPPENBACHER:  Your Honor --
14 THE COURT: You're right. | nean, the
15 deposition has been admtted i nto evidence.
16 MR, KRUPPENBACHER: Your Honor, but | want to
17 be sure. It has been admitted w thout us
18 admtting, that if they attached an expert report
19 toit, that's not part of the depo.
20 MR, MOYLE: Well, Judge --
21 MR, KRUPPENBACHER: Excuse nme. Let ne finish.
22 Al right.
23 THE COURT: That's one of the reasons | want
24 to look at this deposition and | can get ny own
25 concl usi on whether this thing is attached or not
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1 during --
2 MR. KRUPPENBACHER: Your Honor, if | may, in
3 his own report -- all right -- he specifically
4 says, | have been actively involved in operations
5 and consulting involving natural gas utilities and
6 I ndustries. He never identifies hinmself as having
7 been involved in being an expert in the field of
8 safety. He anal yzes dat a.
9 THE COURT: Al right.
10 MR, MOYLE: And, Your Honor, just -- if |
11 could --
12 THE COURT: I'mgoing to give you one | ast
13 word and then I'mgoing to go read a little bit of
14 this.
15 MR, MOYLE: On Page 38, he has the report. He
16 asked himon Line 11, in his question: Let ne take
17 it this way; do you have the report with you and
18 the attachnents in that report, correct? Answer:
19 I have the report and exhibits that are attached to
20 the report.
21 I f you | ook on Page 39, it shows that the
22 Plaintiff's Conposite Exhibit 1 is marked. There's
23 no prejudice. He had the report. He had
24 everything -- everything that is there. M. Brown
25 and |, in our conversations, the only thing that he

Premier Reporting

Reported by: Dana Reeves



6/26/2019

Peoples Gas Systems

Hearing proceedings before: Judge Early - Volume 5 610
1 said -- he didn't have a problemw th any of the
2 exhibits. He said, I'"'mgoing to challenge his
3 expertise, is the only thing I'mgoing to cone at.
4 Just, Judge, consistent with a conplete record,

5 we're going to make a bi g deal about safety.

6 You're going to hear from R ck Mdses and we think
7 it should be a defining factor for your

8 consi deration and woul d ask that the record be

9 conpl et e.

10 And, again, | didn't -- | didn't go through
11 all of this with him because | expected himto be
12 here today. | didn't know that he was going to
13 take ill and be in the hospital, and | think it
14 shoul d cone in.

15 MR. KRUPPENBACHER: Your Honor, this will be
16 their third expert. The reality is what you have
17 to anticipate today when you' re doi ng depositions
18 of experts, is while we're trained never to want to
19 guestion our witnesses in a depo, you have to

20 qguestion them now and qualify themin that

21 deposition for the very reasons these issues cone
22 up. But this man is not a safety expert and |'d
23 encourage the Court to scan through that

24 deposi tion.

25 MR, MOYLE: And, Your Honor --
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1 THE COURT: Had the Daubert opinion cone out
2 before this -- before March 8th?
3 MR, KRUPPENBACHER: Daubert was in effect --
4 THE COURT: Not -- but | nean the Suprene
5 Court's adoption of Daubert in Florida?
6 MR, KRUPPENBACHER: No, it did not preexist
7 that, but even by the prior standard, he woul dn't
8 qualify. Further, Your Honor, if you look at his
9 expert report, he goes into discussing the whole
10 i ssues regardi ng the consent decree, analyzing the
11 entire systemacross the state of Peopl es versus
12 this little one. So we're going down roads here
13 that are really --
14 THE COURT: Well, and I wll -- 1 nean, |
15 recogni ze -- fromwhat |'ve heard, |I'm probably
16 convinced at this point that Leesburg runs a very
17 safe, efficient gas system But just |ooking at
18 366. 04(3) and 25-7.0472, safety is not nentioned as
19 a specific criteria. There is the |anguage that
20 says the Conm ssion can | ook at whatever it wants
21 toin the public interest, but saying it's all
22 really -- and particularly the rule is generated to
23 costs is sort of the main focus here.
24 MR MOYLE: But reliability is also pointed
25 out in there. And if your safety is in question,
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1 you don't have a safe system because it's |eaking
2 and you're having to do things, it inpacts
3 reliability. The other point he does -- we
4 appreciate it. W'Il|l take the stipulation that
5 Leesburg is safe, but he conpares and contrasts
6 Leesburg to PGS and that's sonething you haven't
7 heard --

8 THE COURT: You probably won't get a

9 stipulation on that, so be ny guest.

10 MR, MOYLE: But the conpare, contrast, the

11 anal ysis he did, Your Honor, we urge you to accept
12 it, you know. And then you nentioned yesterday,
13 Graham There's not even the Rules of Evidence to
14 apply in adm nistrative proceedi ngs.

15 MR, KRUPPENBACHER: Daubert does.

16 THE COURT: It's an interesting -- it's such
17 an interesting area right now, between G aham and
18 | don't recall the name of the case that's now

19 establ i shed Daubert, Frye, in Florida, but anyway,
20 it's an interesting area for ne.

21 l"mgoing to go take a look at this. |'m not
22 going to take long. | read very quickly. | just
23 really want to kind of |ook at this and his

24 qualifications and I'll make a decision. |t may
25 be -- of course, if thisis in, it may just be
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1 whet her this cones in as an expression of opinion

2 testinony by expert or as a factual analysis of

3 various reports. | don't know what he did or

4 didn't do in this thing, but 1'mgoing to take a

5 | ook. We'll conme back. We'Ill sort this out and

6 then we'll nove on with Conm ssioner Garci a.

7 MR. MOYLE: His qualifications are the first

8 exhibit to his report, so, to help you out --

9 THE COURT: Al right.

10 (Brief recess.)

11 THE COURT: Al right. 1've read the entirety
12 of M. MGee's deposition. | have not read the

13 report. |'mconvinced that the information deduced
14 during the course of the deposition gives nme enough
15 to establish that his testinony is rel evant and

16 reliable to the point that | can accept himas an
17 expert. I'ma little concerned with the expertise
18 in safety specifically. | think I'mwlling to

19 accept himas an expert in gas operations, but in
20 his testinony he does say gas safety is one of many
21 gas operations. So | think he's qualified to talk
22 I n general about safety.

23 The issue that | have is there was very little
24 di scussion during the course of this deposition as
25 to what his opinion was. It was alnost inits
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entirety a discussion of his expertise and whet her
he was an expert in gas safety. I'mgoing to --
and the report was attached. Since it was -- since
there was an opportunity to question M. MGee on
the content of the report and it was attached, M.
Kr uppenbacher, at your insistence, I'mgoing to
accept the deposition with the report, but 'l

tell you just, you know, just reading the testinony
itself, there -- this witness identified in his
testi nony enough distinctions between Leesburg and
Peoples that |'mjust not sure I'"'mgoing to find
much substance there, but I'mgoing to accept it.

Il wll reviewthe report.

And given -- and I'll give it the weight that
| think it warrants, but, you know, there wasn't
anything in here that just blew the doors off this
case, in ny opinion. | think | need to hear
sonebody live. It sounds |ike we have people
queued up to provide that kind of information. I
think 1'd prefer to hear it live and really have a
good -- a good crack at a real conprehensive
correct cross examnation, so | can get -- derive
my own determnation as to the relative safety of
t hese two systens.

So, with that, I'mgoing to receive M. MCee.

Premier Reporting

Reported by: Dana Reeves



6/26/2019 Peoples Gas Systems

Hearing proceedings before: Judge Early - Volume 5 615
1 I will accept himas an expert in gas operations
2 wWith recognition that that does enconpass sone
3 safety conponent. Again, | find the qualifications
4 of this witness to have established the rel evance
5 and reliability of his testinony and I find that
6 under 90.802 he neets the qualifications to be
7 accepted as an expert and we'll go fromthere.
8 Al right.
9 MR, MOYLE: Thank you, Your Honor.
10 THE COURT: Conm ssioner Garcia is on deck.
11 MR. MOYLE: Conmissioner Garcia is called to
12 t he stand.
13 THE COURT: Conm ssioner Garcia, would you
14 rai se your right hand, please?
15 | \Wher eupon,
16 JOSE ANTONI O GARCI A
17 | was called as a witness, having been first duly sworn to
18 | speak the truth, the whole truth, and nothing but the
19 | truth, was exam ned and testified as foll ows:
20 THE WTNESS: | do.
21 THE COURT: Full name, please.
22 THE WTNESS: Joe (arci a.
23 THE COURT: Be seated.
24 DI RECT EXAM NATI ON
25 BY MR MOYLE:
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1 Q Good norning, M. Garcia, would you pl ease

2| state your full name and address for the record?

3 A Joe Garcia, Jose Antonio Garcia. And for the

4| Bar, it's Jose Antonio Garcia.

5 Q And your address?

6 A It's 2457 Commons Avenue, Apartnent 307.

7 Q Who hired you to provide expert testinony in

8 | this case?

9 A City of Leesburg.

10 Q And | et nme go through some of your background,
11| if | could.

12 A Sure.

13 Q Could you tell the Judge about your

14 | educational background, college and graduate school ?

15 A Yes. M undergraduate was conpl eted at the
16 | University of Mam. M |aw school was conpl eted al so
17 | at the University of Mam.

18 Q You m ght want to nove that mc a little

19 | closer to you. Yeah.

20 A kay. |Is that better?

21 Q There it is. Could you provide an overvi ew of
22 | your professional background?

23 A Sure. | worked as an administrator to

24 | non-profits. |'ve been involved in public and political
25| life. | served for six years on the Florida Public
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1| Service Conm ssion as a Conmi ssioner and then Chairnman.
2| I've served in the Departnent of Energy as a
3| Presidential Appointee, Senate-confirnmed, and |'ve been
4| a menber of Congress in terns of nmy public life.
5| Privately, 1've worked for Merchant Bank, |'ve worked
6| for a public relations firm and |'ve worked for
7| non-profits. Presently, |I'mco-chairmn of Mercury,
8| which is a public affairs and advocacy group. | work
9| out of their Florida office, but | spend a good deal of

10 | time in Washington representing different clients.

11 Q Did you ever serve as an adviser to FERC?

12 A | served as an advisor to FERC on issues of
13 | conpetition and dockets that it had before it. | also
14 | served as an adviser to the Federal Communications

15| Comm ssion on its joint boarding.

16 Q And in your work today as a consultant, are
17 | you involved in energy issues?

18 A | am | have a -- in particular, | have a

19 | client that is engaged in an energy business called 21st
20 | Century Uilities, and |I've been doing work with them
21| for a few years. They are a great believer of the

22 | wutility rate-of-return regulation, but believe in

23 | incorporating renewabl es much nore aggressively than is
24 | Dbeing presently done by utilities.

25 Q And | al so assune when you were providing
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1| public service in Washington as a nenber of Congress,
2| energy issues crossed your desk?
3 A Both in the Departnent of Energy, as well as
4| in Congress. Not very much noves in Congress, but --
5 MR, MOYLE: Your Honor, | would tender M.
6 Garcia as an expert in energy policy matters.
7 MR, KRUPPENBACHER: Your Honor, |'d object at
8 this point. | don't think he's qualified himas an
9 expert. He sinply said natters cane in front of
10 him He actually lead himw th his questioning,
11 but there's been no detail ed evidence put in the
12 record of an experience as it relates to these
13 matters.
14 THE COURT: Al right. Wat |I'mgoing to do,
15 I think consistent with Conm ssioner Deason, |
16 recogni ze the limtations on any individual wtness
17 opining as to policy. That's ultimately going to
18 be a matter for the Conmssion. It will be a
19 matter that I1'mgoing to do ny best effort to break
20 down in ny order for the Comm ssion, but as with
21 Commi ssi oner Deason, I'mwlling to give M -- or
22 Conmm ssioner -- actually, since you get your title
23 for life, I nean, which one do you prefer? Do you
24 i ke Congressman, Comm ssioner?
25 THE WTNESS: You can use them
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1 i nt erchangeabl y.
2 THE COURT: |'mgoing to use Conm ssioner.
3 THE WTNESS: Joe is fine, too.
4 THE COURT: That one seens to be nore
5 pertinent to this proceeding, so I'mgoing to give
6 Commi ssioner Garcia a good bit of running room
7 today as | did with Conm ssioner Deason. |']
8 receive himas an expert as tendered with the
9 limtation that |'ve set forth. I'mgoing to --
10 like | said, policy in some regard is an expression
11 that the conbination of facts and | aw and both of
12 those I, at this point, get to keep for nyself, but
13 I"'mw lling to hear Conm ssioner Garcia' s take on
14 it and 1'lIl weigh it up agai nst Conm ssi oner
15 Deason's. If | like either one of them I'Il use
16 them And if I don't, | won't.
17 THE WTNESS: That's the story of ny life.
18 THE COURT: Al right. So let's proceed.
19 MR, MOYLE: Al right. Thank you.
20 | BY MR MOYLE:
21 Q Coul d you just tell the Court what you did,
22 | what were you asked to do in this case and what you
23 | looked at with respect to form ng opinions and vi ews?
24 A Well, | |looked at the contract. | |ooked at
25 | the docket that had been filed. | |ooked at the
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1| testinony that was given, particularly Commi ssioner's
2| Deason's. | looked at the statute. | |ooked at the
3| rules that pertained in this.
4 Q And when you say you | ooked at the docket,
5| that's the PSC docket --
6 A Correct.
7 Q -- that was filed and all of the pleadings in
8| there and things like that?
9 A Correct.
10 Q You were here when M. Deason testified, were
11 | you not?
12 A Yes, | was.
13 Q So sone of the topics I'mgoing to talk to you
14 | about he addressed, but there may be sone others that |
15| will ask you about. The first issue | would |ike to ask
16 | you about is -- as a matter of public policy,
17 | particularly in natural gas, the role that conpetition
18 | plays or should play or not play in your view.
19 A Vell, natural gas is a little bit different in
20 | Florida than, say, electricity where you have a much
21 | nore-defined territory, but even in those cases you have
22 | the spectrum Let's begin with the Florida Public
23| Service Comm ssion, as it stands in a space, because you
24 | don't have conpetition; the nature of infrastructure,
25| its expense. CQur country a long tinme ago decided to
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1| create a system whereby the PSC stood in, or Public
2 Service Conmm ssion, or the Governnent stood in the role
3| of finding a provider, limting the up and down side for
4 | that provider, but making sure you had capital
5| investnment in growi ng these new industries, in
6| particular, electricity, natural gas, water.
7 And so, in this case, when | | ook at this case
8 | and when | look at the natural gas industry in Florida,
9] it's alittle bit different. Right. This isn't Chio or
10| this isn't New York or Massachusetts where natural gas
11| is part, alnpbst an essential service because of heating
12 and other things. In Florida, it's been nore of a
13| wldcat sort of operations. R ght. They go out, they
14 | try to capture custoners. They need custoners to grow
15| this system and people have a right to deny not -- have
16 | a right not to serve people. Right.
17 As a general rule, best way to describe it is
18| if I'm-- let ne just use Florida Power and Light. |If
19| I'mFlorida Power and Light and M. Myle noves into a
20 | rural area within what is ny defined service territory,
21| there's a very good chance |'ve got an obligation to
22 | serve. |'ve got to string up a line and catch M.
23 | Moyl e.
24 That is not true generally in the gas
25| industry. The gas industry is alittle bit different,
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1| because what has happened historically is gas devel opers
2| work very close with |and devel opers, providing products
3| and other things to entice that service and thereby
4| giving themthat ability. So it's why the PSC doesn't
5| play such a key role in natural gas, although we
6| still -- and if you'll forgive ne, Your Honor, | like
7| referring to nyself as still part of the PSC since | can
8| use the title -- we play that role. It's alittle bit
9| different. W play the safety role, which is still

10 | enconpassing and we still have a role to play. But as a
11 | general rule, this is an area where conpetition does

12 | exist and where people reach out and capture custoners.
13 Q I n your answer, you had nentioned a little bit
14 | about devel opers and the role that they play. Could you
15 | expand on that, please?

16 A Wel |, because the load is so different, right,
17 | than traditionally in electric, the PSC has not defined
18 | territories, but the territories are sort of captured by
19 | the users, or by the -- by the conpanies. And so as a
20 | general rule, I will -- 1 will try to-- 1 wll get

21 | custoners so | can build out ny system because custoners
22 | have a right not to take you, which is not the case when
23| you are in an electric utilities territory. You don't
24 | have a right to choose that, as a general rule.

25 But I -- and | think it's the GQulf Coast case
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1 that tal ks about this, or Gulf Coast Cooperative, |

2| think it is. The idea that when two conpani es are going
3| out and capturing custoners, it's not a bad thing. In

4| fact, it's a good thing. 1It's one of those things where
5| the PSC doesn't necessarily need to get involved if

6 | custoners have choice. That's not typical when you |ay
7| out utilities, but it's a good thing when it does happen
8 | because it provides, | think, a better option and gives
9 | people choice.

10 Q | want to shift and talk a little bit about

11 | the agreenent between ny client and SSGC. There's been
12 | some conversation about that. | think M. Deason said
13| it was unprecedented in nature, but |I'd ask you to -- |
14 | assune you' ve reviewed the contract, have you not?

15 A Yeabh.

16 Q And froma public policy perspective, would

17 | you please tell the Court your view of that arrangenent?
18 A | thought it was an interesting arrangenent.
19| It's a sophisticated transacti on between two

20 | sophisticated parties. On one side you have the city

21 | and the other side you have this sophisticated

22 | developer. They're comng into an agreenent to do

23 | several things. The city's trying to catch custoners,
24| which is not a bad thing, and the utility wants to get a

25| certain level of service and a guaranteed way to do it.
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1 | think the city doesn't have to worry about
2| anything on its bal ance sheet. They don't have to go
3| into their treasury or into bonds or borrow noney.
4| They're given a system which they wll operate.
5| They're not running any risk. |In fact, the utility gets
6| paid. The devel oper only nmakes noney when the utility
7| gets paid, or in this case the city gets paid.
8 | thought it was -- | thought it was
9] interesting. | wouldn't go as far as M. Deason sayi ng
10 | it's unprecedented, but | think it's an agreenent
11 | between two very sophisticated parties that are | ooking
12| to try to achieve sonething here.
13 Q M. Deason was asked whether he thought it
14 | created a hybrid utility. 1'd ask you the sane
15 | questi on.
16 A No. It's nunicipal utility. And a nunicipa
17 | utility is the one that's serving the custoners here.
18 | The utilities figured out an interesting way of a
19 | nmunicipal utility of financing a huge expansion. |
20 | thought it was -- | thought it was a good i dea.
21 Q | want to talk a little bit about the role of
22 | municipal regulation, vis-a-vis the role of the Public
23 | Service Conm ssion. There's been sone discussion by one
24 | of your fornmer colleagues, |'mnot sure you all served
25| at the sane tinme, but once a Conm ssioner always a
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1| Comm ssioner, but that point was addressed with respect
2| to the respective regulatory constructs of a nuni ci pal
3| regulatory authority conpared to the PSC. |'d ask you
4| to comment on that, please.

5 A It's a governing authority. | think the

6| legislature, inits wisdom gives trenendous latitude to
7 | elected bodies of mnunicipal governments. | think when I
8 | was on the Conmm ssion, and I'"mcertain M. Deason shared
9| ny opinion, that you tended to give trenendous | eeway to
10 | local governing authorities. They're closer to the

11 | people. They're elected locally. They have a feel for
12 | the area.

13 The PSC -- the PSC s role's a little bit

14 | different, but, you know, our job is to represent the

15| public interest. R ght. And there | -- you know, |

16 | make a small distinction with what M. Deason said. |
17 | think when you're at the public counsel's office, you're
18 | representing the public and in many cases the consuner,
19 | but at the PSC we're representing, at |east the way |

20 saw it, the public interest, which at tines is not

21 | necessarily exactly the sane thing. Right. At the PSC
22 we're | ooking after the state as a whole, and the

23 | custoners were part of that, but so was the utility we
24| were regulating, so were the different classes of

25| custoners that are in the state.
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1 You want to pronote growmh. You want to

2| pronote healthy econony, and so we took a nuch broader

3| view of that, but | don't disagree that both are

4| governing institutions, that in essence are there to

5| protect the interests of the people they serve at |arge,

6| whether it's a local utility or whether it's the Public

7 | Service Conm ssion in Tallahassee. |In Tallahassee we

8| tend to be a bit far -- | always nmade it -- when | was a

9| Conmissioner, | always made it a point to say | was a

10 | Commi ssioner from M am because everyone el se was on the
11 | Commi ssion -- was a way to distinguish that, but to just
12 sort of talk about the fact that, you know, we becone

13 | captive of Tall ahassee sonetines, and that's why | think
14 | the legislature sort of sees, and we at the Conmm ssion
15| always saw, to give great latitude to |ocal elected

16 | bodi es.

17 Q And the local elected bodies, they are

18 | involved in rate setting and soup to nuts with respect
19| to regulation and safety, is that your understandi ng?

20 A Yeah. They go at it -- they go about it in a
21 | different way when you're tal king about local utilities,
22 | but in essence what they're trying to do is provide

23 | service. The Commssionis in a different situation.

24 | W have what are in essence investor-owned operations

25| where a great deal of noney is being invested and a
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1| return for that noney is expected and we are expected to
2| allowa fair and reasonable rate-of-return for that
3 | investnent.

4 Cities are very different operations. Cities
5| are invested in a different outcone for their citizens

6| and the locality, but in essence if they don't neke

7 | nmoney on what they're doing, sonebody's going to pay for
8| it locally.

9 In our case, it's -- we're nmaking sure that

10| while we build out the utility system that at the sane
11| tinme there's a fair rate-of-return and that the state

12 | does well by it, but it's just a different type of

13| reqgulation. 1In other words, the utility does nore of a
14 | rate-based type regulation. | think nunicipality is

15| probably a -- as they try to figure out cost of service,
16 | because they're not responding to sharehol ders that

17 | expect a specific rate-of-return, but they are dealing
18| with local electives -- | nean local citizens.

19 Q There was sone di scussion yesterday about risk
20 | that nmay be -- nmay or may not be present in this

21 | arrangenent you had with custoners in the villages, both
22 | custoners who are currently receiving service and those
23| in the future. 1'd ask you to conmment on that, if you
24 | woul d.

25 A Well, | think it's a renote risk. 1In the end,
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1| these are custoners that are being served by a system
2| That system has a value. Those custoners have a val ue.
3| If anything, the custoners here, | think, are doubly
4| protected. At one point they have a | ocal -el ected group
5| of people who are going to be handling this utility, and
6| these are not just sonme executives in sone corporate
7| office sonmewhere, but they are |local folks who are going
8| to be responding to conplaints, which is the city, and
9| fromall I've read, has a well-operating utility system
10 | And then they've got this other protection, which is
11| that their rates are pegged to the -- by the rate that
12 | the PSC has assigned Peoples Gas, or TECO in this case.
13 So, you know, they are protected by our
14 | requlated rate, which have very little to do with the
15| rates of this utility, but they're nonethel ess sort of
16 | contained by that. And at the sane tine they' ve got a
17 | local elected body that should probably be responsive to
18 | the needs of the community.
19 Q There's been sone di scussion about --
20 A Let me answer that. And one other thing
21| that -- they're also part of a devel opnent, and a
22 | devel oper that have an interest here. And so while this
23| is not a direct of the case, you know, The Vill ages,
24 | fromny understanding, and | don't have a deep
25 | understandi ng because The Villages tend to vote
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1| Republican so | haven't tapped in there, but the reality
2| is that The Villages have provided a quality of life
3| sort of standard for the people that live there. And so
4] I'"'msure that if things don't go well with the utility,
5| I"'msure that they'll respond. They've put thensel ves
6| in that position here, to sone degree, to nmake an extra
7| investnment in howthis systemgets laid out. So |
8 | assume that they have an interest in making sure that
9 | service is good because of what they sell witten | arge

10| to their custoners -- or to their clients.

11 Q One of the considerations that nay or may not
12 | be considered by the Judge is custoner preference. You
13| first have to determine is there a dispute and then you
14 | have to weigh a bunch of factors, and then if you cone
15| to the conclusion that they're substantially the sane,
16 | call it a junp ball, and custoner preference wuld be
17 | sonething to be considered, but I would ask you to

18 | comrent as you see the role of custoner preference.

19 A Vell, the reality here is that the custoner
20| initially is alittle bit different. Right. It's a

21 | developer. And if the devel oper doesn't want natural
22 | gas, the custonmer never sees -- and when you say

23 | custoner, | assune you're referring the eventual

24 | occupier, receiver of service of gas. But, in this

25 | case, the devel oper seens to be | ooking for sonething
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1| specifically that he wants fromhis gas provider. The
2 custoner has choice, right, in the sense that the -- he
3| could have no gas, now he has gas, and he has it
4 | provided by the developer, or in this case the city,
5| which | think protects the sort of public interest that
6| we would be worried about, but then | don't know if
7| that's what you're trying to get at.
8 Q Let me -- there's a couple of other provisions
9] | want to ask you about.
10 A Ckay.
11 Q One is the issue related to natural gas
12 | utilities being located close to one another or having a
13| line and saying, well, that's ny line. That neans | got
14 | everything. You' ve been on the Comm ssion and you have
15 | experience on that. Could you just coment, you know,
16 | comment on that? | nean, in south Florida are
17 | utilities, natural gas utilities, close together from
18 | your experience?
19 A Yeah. No, we've had --
20 VMR, KRUPPENBACHER: Excuse ne, Your Honor.
21 I'"d like to object. [It's not been established that
22 he has any experience on the safety aspect of --
23 THE COURT: Sust ai ned.
24 BY MR MOYLE:
25 Q There is a provision in the rule that tal ks
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1| about urbanization and I would ask you to comment on
2| your views with respect to the rule and urbanization, if
3| you woul d.
4 MR, KRUPPENBACHER: Your Honor, sane
5 objection. |It's not established that he has any
6 expertize in dealing with urbani zation.
7 THE COURT: Well, | think he's being asked to
8 comment on the rule's use of the term urbani zation
9 and | think that fits closely enough to utility
10 policy, but | do recognize Comm ssioner Garcia
11 isn't here as a fact witness to tal k about the use
12 of gas operations or sonething of that sort. M.
13 McCGee was in, but in terns of howthis rule
14 applies --
15 BY MR MOYLE:
16 Q Thank you. You can respond.
17 A Yeah. Look, | think as a general rule when
18 | areas grow, you're going to have utilities cone up near
19 | each other and they're going to have overl appi ng
20 servi ces, sone of the cases that have been tal ked about
21| today. | don't think it's a necessarily bad thing. |
22 | think, you know -- | don't want to go into the safety
23 | issue, but these are just normal operating engineering
24 | issues that come with grow h.
25 You know, to use -- to use a classic exanple
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1 that no | onger exists, you know, we at the Conm ssion
2| used to have these ridicul ous hearings about counties as
3| opposed to central offices in the phone business. And,
4 | of course, AT&T or Bell South, in this case, had no --
5| you were providing custoners so that they woul d cross
6 | these boundaries all the tine. And, yet, if you ended
7| up on the opposite side of the street, every call you
8 | made, it was a long-distance call. So this happens all
9| the time and the Conm ssion tried to resolve those in
10 cases where it could, but it had to do with
11 | functionality, but as systens grow together, they sort
12| of co-mngle and it's a natural consequence.
13 Natural gas is nuch nore so because it's a
14 | busi ness where people are aggressively seeking to
15 | capture custoners as opposed to keeping territory.
16 | Right. There again, the obligation to serve is a little
17 | bit different. 1In Telecom for exanple, just the, you
18 | know, | talk too nuch about electricity -- last tine --
19 | but in Telecomis one of those exanples where if you're
20| in the service area of a tel ecomunication provider, you
21 | have an obligation to serve.
22 I"'mtrying to renenber, there was this little
23| island -- we said -- case is a island off the shore.
24 | You know, it was a huge problemfor the phone conpany
25| and they provided eventually. W settled it by giving

Premier Reporting

Reported by: Dana Reeves



6/26/2019 Peoples Gas Systems

Hearing proceedings before: Judge Early - Volume 5 633
1| everybody a cell phone -- right -- because they had an
2| obligation to serve. So that is not the case generally
3| wth the electricity when you're capturing custoners and
4| growing on the fly.

5 THE COURT: Those were the happy days. No.

6 THE WTNESS: There were years and years of

7 both Ms. Cark's and M. Deason's |life that w |

8 never be returned, and if they tried to decipher

9 those rulings, we would have no idea what we were
10 doing there at the Conm ssion figuring out these
11 t hi ngs.

12 BY MR MOYLE:

13 Q And nmy client's taken the position with the
14 | Judge that there's no territorial dispute in this case
15| at the outset, given sone of the past practices and

16 | rulings. Could you coment on that, please?

17 A Yeah. | don't see a territorial dispute here.
18 | | see a custoner that is being served by a |ocal

19 | utility. It make sense. They agreed to do it. The

20 | devel oper has -- is under no obligation to take service
21| from Peoples Gas or TECO They decided to take service
22 | froma local utility, in this case a local city utility.
23| | think it -- | don't know what they're arguing about,
24 | right, because if the devel oper wouldn't let themin,
25| they wouldn't -- they're not forced to let themin. So
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1| | just don't see that there's a territorial dispute.
2 There's this thing about running a |ine out
3| there, right, that -- which is, again, | would assune
4| that before Peoples Gas runs a |line out, that they nake
5| sureit's in the best interest of their ratepayers and
6| investnment for their overall body. Likewi se, |I'msure
7| that the city was thinking in those sane terns when it
8 | decided to go out there. But, obviously, if you had a
9 | captured custoner, it's to its benefit and it's a w se
10 | investnent.
11 Q And you said you assuned that PGS had
12 | custoners up there. Wy would you nake that assunption?
13 A Wel|, because unlike, you know, the natura
14 | devel opnent that requires an obligation to serve, the
15| sanme is not true for natural gas. So if | built out
16 | this whole infrastructure in hoping to serve The
17 | Villages and The Villages says to ne, we're not
18 | interested, |'m stopped.
19 So nowif you were -- if it were |ocal
20 | nunicipality, the city nanager would have to turn around
21 toits fathers -- its Comm ssioners and say, hey, |
22 | spent all this noney, guys, and we're not going to get
23 | the service, and |'m sure sonebody woul d pay the price
24 | in the |local admnistration.
25 Li kew se, if I'm TECO or Peoples Gas and |
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1 built out a systemwhere there are no custoners, one

2 woul d t hen have the Comm ssion, at sone point, would

3| say -- would this approve an expense nade on behal f of

41 its custoners.

5 It's -- you know, Conm ssioner Deason nade an

6| argunent |ike this when he tal ked about it. He said,

7| you know that their ratepayers are going to have to pay

8| for this investnent. The problemis that unlike, you

9 | know, an electric system where everybody has to take

10 | your service, you don't have an alternative. Here,

11 customers don't have to take natural gas; therefore that
12 | investnent has to be borne by the rest of the citizens
13 | because you can't force it or the -- or use of return,
14 | the ratepayers of the regulated utility.

15 Q Al right. And back in your day on the

16 | Comm ssion, you're aware of a contribution in aid of

17 | construction, Cl AC provision, that was put in place so
18 | that utilities --

19 MR, KRUPPENBACHER: |'m going to object, Your
20 Honor, he's leading the witness. He's telling him
21 why it was put in place. Ask himif he's aware of
22 it and why it was done.

23 THE COURT: Ckay. Do you want to rephrase it?
24 MR, MOYLE: Sure.

25 BY MR MOYLE:
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1 Q Do you have famliarity with C AC?
2 A Yeah, it's done to pronote investnent in the

3] utility and its funds that are collected to make the

4| systembetter and to serve future custoners for the

5| benefit of all custoners.

6 Q Let me switch topics with you and ask you to
7| coment froma matter of public policy with respect to
8 | changing customers. Just assune that there are 800

9| custoners that are in place, they paid their deposits,
10 | they're getting their bills, they' re happy and they're
11 | being served by the Gty of Leesburg. Froma public

12 | policy matter, how would you view a change of that, the
13 | governnment comng in and saying, well, no, we've

14 | deci ded, you know, you've got to go in a different

15| direction?

16 A Well, it just doesn't make much sense. Right.
17 | If their custoners are receiving service froman entity
18 | and they're satisfied with that service, why change it?
19| Right. 1In essence, you know, unless the custoners are
20 | demanding it, it just doesn't make econom c sense. You
21 | already have the infrastructure in place. They're

22 | already being served. |It's just a standard operating of
23| the utility. And changing that, unless there's sone

24 | underlying reason |I'mnot aware of, just seens absurd.

25 MR, MOYLE: Can | just have one m nute?
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1 THE COURT:  Sure.
2 MR, MOYLE: W have no further questions.
3 Thank you.
4 THE COURT: M. Self, do you have any
5 guestions for M. Garcia?
6 MR. SELF: 1've wanted to have M. Garcia, as
7 wel | as Conmm ssioner Deason, under oath for many
8 years to ask you guys to explain a fewthings in
9 your prior rulings, but we'll defer on that for
10 t oday.
11 THE COURT: Go back to the tel ephone world for
12 t hat.
13 MR, SELF: No questions.
14 THE COURT: Al right. M. Brown or M.
15 Kr uppenbacher, who's going to handle -- M.
16 Kr uppenbacher.
17 CROSS EXAM NATI ON

18 | BY MR KRUPPENBACHER:

19

20

21

22 correct?

23

24 negat

25

Q Good norning, sir.
A Good norning, sir.

Q You best describe yourself as a politician,

A Yeah. | don't knowif that's a positive or a
ive, it's just a statenent.

Q You, as |'ve read through your deposition, and
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1| see your background, believe in the concept of fiduciary
2| duty, correct?

3 A | woul d assune, yes. | don't know if |

4| referred to it in ny testinony, but sure.

5 Q Do you believe the Comm ssion has a fiduciary
6| duty to the public's interest?

7 A Sorry. Can you repeat the question?

8 Q Do you believe that the Public Service

9 | Conm ssion has a fiduciary duty to the citizens of

10 | Florida?

11 A | woul d assune so, yeah.

12 Q And does the Cty of Leesburg have a fiduciary
13| duty to their citizens who reside within the city?

14 A | woul d assune so.

15 Q And does The Villages --

16 A | assune you're using fiduciary as sort of a
17 | broad sort of concept and responsibility to the people?
18 Q Yeah. And do you believe The Vill ages have a
19 | fiduciary duty to the people that they sell homes to?
20 A Yeah, | would assune so, in a broad sort of
21 | way.

22 Q And, in your m nd, what does that nean a broad
23 | sort of way, of a fiduciary duty?

24 A They have a responsibility to those clients
25| that they're serving, | think is what you're trying to
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1| say, right? They have a --
2 Q To | ook out for their best interest.
3 A Yeah.
4 MR, MOYLE: |If he can I et himanswer.
5 THE W TNESS: Yeah, | would assune that the --
6 usual Iy fiduciary neans certain specific |egal
7 connotations, but I think they have a, | guess, an
8 i nterest, would probably be a better word. Right.
9 They have an interest in serving their custoners.
10 They have nmutual interest. They are trying to --
11 they have an interest in the outconmes of certain
12 t hi ngs.
13 BY MR KRUPPENBACHER:
14 Q And that interest is to do the best for those
15 | people, correct?
16 A Are you -- now you're speaki ng about the three
17 | entities you nentioned?
18 Q Yes.
19 A | woul d assune so.
20 Q Well, on the Public Service Comm ssion, did
21 | you ever deal with any gas territorial disputes?
22 A | don't recall specifically. | think I was
23 | asked in the depo. | don't renmenber if | ever did any
24 | one of these cases.
25 Q And you're famliar with nmunicipal utilities
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1| by your testinony, correct?
2 A Yes.
3 Q And am | correct you've never seen a nunici pal

4| wutility do an agreenent like this, correct?

5 A |'ve never seen an agreenent like this. This
6| is the first tinme |I've | ooked at one of these
7| agreenents. | don't knowif you -- but as a general

8| rule, the nunicipalities in today's world tend to be --
9| tend to be very creative because they need to try to

10 find all sort of ways to serve their clients,

11 | particularly with di mnishing revenues.

12 Q And in | ooking out for earlier -- the best

13| interest of the citizens and of the custoners, it would
14 | be reasonable that those exercising that fiduciary duty
15| or that interest in |ooking out, they would be | ooking

16 | to provide the nost-efficient formof service, along

17| with the nost-efficient pricing, correct?

18 A Are you tal ki ng about everybody conbi ned or

19 | are you tal king about The Villages or are you talking

20 | about --
21 Q Yes.
22 A -- the utility or are you tal ki ng about

23 | Peoples Gas?
24 Q " mtal king about all three.

25 A Yeah. From a business -- but | assune
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1| everybody from a business perspective would try to do
2 what's best for their investnent, but there are very
3| different interests here. One is serving a group of
4| elected |leaders in the Cty of Leesburg. Another one is
5| serving a series of Board of Directors, which sits
6 | sonmewhere else, and | assune -- | have no idea where the
7 | developers in this case reside, but they also have a
8| different --
9 Q Ckay. But go back to what you acknow edged,
10 that -- let's take Leesburg. For their custoners, it
11 | would be their responsibility to |l ook out for the
12 | nost-efficient service at the nost -- and at the best
13 pricing, correct?
14 A For the custoners of the utility, yeah,
15| would assune so. | nean, we want to provide the
16 | service.
17 Q Now, when you -- have you ever seen a gas
18 | utility, whether a nunicipal or a regul ated, have two
19 | different rates for residential customers?
20 A Have | ever seen -- well, in this case, you're
21 tal ki ng about residential custoners of -- no, | would
22 | assune that generally those rates are specifically set
23| for -- but there are different classes of custoners.
24 | Sonetines they're even -- they're different rates within
25| those. Right. For exanple, FPL has a tiered rate in
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1| electric service -- right -- and residential custoners
2| are treated differently dependi ng on how nuch
3| electricity they use. They're also --

4 Q Question: Have you ever seen a gas utility
5| that has, whether it's a regulated or unregul ated, that
6| has different rates for residential custoners?

7 A | don't think so, no.

8 Q Have you ever seen the Public Service

9| Conmission set rates for a utility based upon what

10 | another utility is charging?

11 A No, but if | can expand on that, |'ve also

12 | seen-

13 Q No. Just answer yes or no --

14 THE COURT: M. Kruppenbacher, | let M.

15 Deason run |ike a thoroughbred yesterday.

16 MR, KRUPPENBACHER: But he was ny

17 t hor oughbr ed, Judge.

18 THE COURT: They're both thoroughbreds in ny
19 eyes and we're going to have a good horse race in
20 this case, so -- Comm ssioner, do you --

21 THE WTNESS: Yes. What | have seen is

22 muni ci pal utilities, and this happens all the tine,
23 electric utilities, for exanple, is one that |

24 know. You know, you |l ook at the rates and they're
25 set very differently than how TECO woul d set its
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1 rates. Right. They're there based on the

2 provi sion of the service, the -- all the things

3 that go into ratemaking. And then nunicipa

4 utilities sonetines say, well, here's what it costs

5 to serve X, 14 cents a kilowatt, but, you know

6 what, we're going to put another penny on that

7 because we want to develop an industrial park or we

8 want to have nore park service, or we want to -- we

9 want to enrich the coffers of the general

10 adm nistration of the city. That also happens.

11 | BY MR KRUPPENBACHER:

12 Q Wll, let's go back. You junp over to

13| electric alot. Let's stay with gas.

14 A Sur e.

15 Q You haven't seen any gas conpanies wth

16 | different residential rates for gas, is what you

17 | testified to?

18 A Yes. Yes. And | wasn't going against it.

19 Q Are you aware of a gas conpany in Florida,

20 | regul ated or unregul ated, that has an outside party --
21| well, strike that. Are you aware of a nuni ci pal

22 | unregul ated gas conpany that has a third party, other

23| than the elected officials, have oversight control over
24 | the rates?

25 MR, MOYLE: That's kind of -- if he can
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1 understand it, but he used a couple of phrases that
2 are --

3 THE COURT: Did you understand the question?
4 THE WTNESS: No, | don't. If you're saying
5 that there's an outside devel oper that has contro
6 of the rates, is that the question that you're

7 aski ng?

8 | BY MR KRUPPENBACHER

9 Q Yes.

10 A | don't think that's what happened. | think
11| the city here set the rates and negotiated with the

12 | outside developer, but in the end it's an agreenent that
13| the parties cane to, what the rate would be, a maxi num
14 | rate.

15 Q What if they want to change that rate? The
16 | city can't unilaterally change the rate, can they?

17 A No.

18 Q Okay. They have to get agreenent fromthe

19 | devel oper, correct?

20 A Correct.

21 Q You're not aware of any unregulated utility in
22 | the State of Florida that cedes that control or

23 | authority to a devel oper, are you?

24 A No. | don't know the point you're making, but
25| in this case the city has to work with the devel oper.
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1| The devel oper nade this capital investnent and so
2| they're part of the deal. The utility collects the
3| rates and then pays the devel oper for his efforts.
4 Q So the city has ceded to the devel oper its
5| ultimate fiduciary duty as it relates to controlling the
6| rates for its custoners, because that devel oper can say
7| we're not agreeing to it in this agreenent, correct?
8 A No, that isn't what the agreenent says. They
9| cone to an agreenent. They set the rate. The rate is
10 | in place when they nade the agreenent. They haven't
11 | ceded anything; they just set the rate.
12 Q Really? What if the city wants to raise the
13| rate? Under the agreenent, what happens?
14 A They can't. They have to get an agreenent
15| fromthe developer in this case and therefore --
16 Q So the city is controlled as to the ratemaking
17 | in this agreenent by changing that rate by the
18 | devel oper?
19 A Yes. They have to talk to the devel oper.
20 Q And you're not aware of any agreenent --
21 A No, | think it's --
22 Q -- either regulated or unregulated utility in
23 | the state that gives that kind of power to a devel oper?
24 MR, MOYLE: He's already answered.
25 THE COURT: Overrul ed.
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1 THE WTNESS: That's exactly what | said
2 before, yes.

3 BY MR KRUPPENBACHER:

4 Q Are you aware, is a requlated utility in

5| Florida permtted to enter into a devel opnent agreenent,
6| |ike the agreenent you've reviewed in this matter,

7| that's Petitioner's Exhibit 1?

8 A That's really out there because, you know, as
9| you can imagine, utilities |ike Tanpa El ectric and

10 | others enter all sorts of agreenments wth outside

11 | parties, that this particular agreenent that entered a
12 devel oper, look, | participated -- can | -- well, since

13 | the judge --

14 Q "Il withdraw that and ask it differently.

15 A No, let ne go ahead -- so you understand --
16 Q Wait a mnute.

17 A -- 1've seen cases where -- give you an

18 | exanple -- an electric utility --

19 Q Not electric. Stay with gas.

20 THE COURT: Al right. M. Kruppenbacher, [|'m
21 going to let himrun. He's on the rail and he's
22 maki ng his noves, so I'mgoing to let himago. |
23 recogni ze we're tal king about gas and el ectric.

24 THE W TNESS: Yeah, but it's -- whether -- so
25 "Il give you an exanple. R ght. So |I've seen
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1 cases where -- and it's not an electric utility --
2 where utilities wll cone in to joint trenching
3 agreenents with a devel oper, right, and all the
4 utilities have to participate, right, and so that
5 the utility basically, in many cases it's the
6 el ectric, because they're the lead on this, but in
7 ot her cases it can be the tel ephone conpany. They
8 conme to an agreenent to joint trench and then
9 they've hired the devel oper. They've hired the

10 joint trenching conpany that is going to do all

11 this work, right, and everybody pays into a fund

12 and then they get paid back.

13 So |'ve seen cases where they've cone into

14 these agreenents, and as a Conm ssioner | got calls
15 from devel opers that said to ne, Conm ssioner, we
16 have this problem right, this isn't working right,
17 this agreenent that the conpany -- and so | visited
18 with the conpany and said, | ook, your devel oper is
19 having a problem can you try to fix this so that
20 the system works out, right. They were falling

21 behind in what they were doing and things of that
22 nature. So they cane into agreenent with sonebody
23 to performwork and then soneone el se has to change
24 it, but that's |ike one exanple of thousands that a
25 conmpany cones to.
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1| BY MR KRUPPENBACHER
2 Q Thank you for that. Now, tell nme -- answer ny
3| question. Are you famliar, or do you have know edge of
4 | an agreenent that exists that gives the revenue
5| generated fromthe sale of gas to a devel oper who i s not
6| agas utility?
7 A No.
8 Q Thank you.
9 A | want to nmake sure |I'm answering that
10 | correctly. The revenue that the city receives and then
11 | the devel oper is paid, because the city collects it.
12 | Yeah.
13 Q When the PSC sets rates for a regul ated
14 | utility, how do they do that? What goes into that?
15 A Everything in essence, right. The utility
16 | basically -- the utility puts on a case where it
17 | explains all its costs to serve on its investnent to
18 | reach a custonmer. It puts in its cost of capital, you
19 | know, O&M And rate-of-return regul ated case is usually
20 | just a pass-through cost. Then it's a capital
21 i nfrastructure investnent that, you know, all of this is
22| put inand it's factored and you figure out the usage
23 | that's going to be. You then figure out how you break
24| that up in different classes of custoners and what that
25| revenue is going to be. Mke sure that there's, on this
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1| capital investnent, the utility's able to nake a
2| rate-of-return. And after you go through that very
3| conplex process, it spits out basically what a utility
4| is allowed to make, what the revenue is going to be,
5| what is required. But safety goes in there -- ot of --
6 " msure --
7 Q And as a Conm ssioner on the PSC, where you
8| were on, the PSC now, that's done to protect the
9| citizens of Florida to ensure that the rates are
10 | reasonabl e and proper and they're not being, for |ack of
11 a better word, ripped off, correct?
12 A | wouldn't use that term One of the criteria
13| is that they're not being ripped off and they're not --
14 Q They' re not unreasonable --
15 MR, MOYLE: Let himanswer, please.
16 THE COURT: Let himfinish his answer.
17 THE WTNESS: That they're not being ripped
18 off is a bit out there. What you want to nake sure
19 is that not only that the rates are fair, just and
20 reasonabl e, but that they -- that the systemis
21 able to perpetuate itself and keep growi ng and t hat
22 kind of thing, but, yeah, it's all -- it's all part
23 of that.
24 BY MR KRUPPENBACHER:
25 Q And you woul d agree that that would be an
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1| appropriate approach for an unregul ated nunicipal to
2 | approach their custoners?
3 A Not necessarily. That's why | nmade, as the
4| judge called it, | was out on the rail there, | was
5| trying to make the comrent that the nunicipalities cone
6| at this in a very different way, right, than the PSC
7| The PSC -- the nunicipality is in essence regul ating
8| itself as it provides service to its custoners. The
9| rate-of-return utility, like Peoples Gas, TECO here, is
10 | in essence the PSC stands in the place of naking sure,
11 | your words, ripped off, but | think, nore properly,
12 | making sure it's fair, just and reasonabl e because
13| they're nmaking a | arge expense into an area, but the
14 | folks who run a local nunicipality have sone -- may have
15| sone different views on that when they calculate their
16 | rates. They're just different.
17 Q Vell tell nme howthey're different, if you
18 | know, or if you don't know, tell ne.
19 A Sure. | think when you're regulating a
20 | rate-of-return entity, you ve got a board of directors
21| that has to nmake a profit and they have to get back
22 | their capital investnent and you've got to -- you' ve got
23| to require themto nmake additional capital investnents
24| to keep up the project, to keep it going -- system to
25| keep it going, but in essence they're responding to a
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1| group of financial backers or investors to make a
2| rate-of-return.
3 Muni ci pal fathers, as a general rule, are
4| trying to make ends neet at the very beginning. They're
5| providing service that others haven't provided or -- or
6| they decided to provide this to their custoners, and
7| sonetimes they make sone noney, sonetines they | ose sone
8 | noney, but it's different in that way. Right. |'ve
9| seen -- |'ve seen nunicipal utilities | ose noney on an
10 | industrial park. R ght. They knowit's going to bleed
11 | nmoney. They know they're not going to nmake noney there,
12 | but they figure they can nake it on another section of
13| their town. It nmakes their citizens nore wealthy. They
14 | pay nore taxes. They pay -- so that it's a very
15| different wei ghing of considerations.
16 Q Tal ki ng about the nunicipal fathers, when
17| they're dealing with setting the rate for their
18 | custoners, what is generally their goal, in your
19 | opi nion?
20 A Their goal is -- it really depends, but as a
21 | general rule, | would assune that their goal is to have
22 | a good systemthat serves its citizens and to be able to
23 | make sure it grows, that they have a sufficient revenue
24| to make it operate, that they're providing a service, in
25 | many cases.
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1 Q Is it their goal to nake a rate-of-return or
2| to just provide service for the public and cover their
3| expenses?
4 A It depends. |It's sort of, like |I said, the
5| city has so nmany other ways that its books bal ance, and
6| now|l'mnot tal king about financially. | nmean as a city
7| father, if I showup and | said -- as a nmayor of a city
8| | said, look, I told nmy utility to give these guys
9 | cheaper electric rates, but they brought to town a
10 | thousand jobs, right, the city manager may have to give
11 | up sone fromhis coffers, but in essence the city's
12 | pl eased because everybody gets a better job. That's
13| very different.
14 A rate-of-return regul ati on, the stockhol ders
15| that, in the end own that utility, while they may have
16 | great and very beneficial interests in the overall
17 | well-being of a conmmunity, they've got noney on the |ine
18 | and they've got to nake that noney back and they've got
19 | to pay their shareholders and they've got to bring --
20 | they've got a responsibility to their board. They have
21| a fiduciary responsibility to their board of directors
22| in a very financial way.
23 Q Do you believe in fair conpetition and equal
24 | conpetition?
25 A | believe conpetition is generally a good
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1| thing and for conpetition to work, it should be fair.

2 Q Yet the Public Service Comm ssion woul d not

3| allow a pay-to-play schene that's been set up here for a

4| regulated gas utility, would they?

5 A |'"msorry, | -- pay-to-play schene? Were was

6 | the pay-to-play schene?

7 Q The Public Service Conm ssion. You sat here

8 | yesterday and heard the testinony.

9 A | have to be honest, | mght have m ssed sone
10 | of the testinony. As scintillating as it was, | m ght
11 | have m ssed sone of it because | had some client calls
12 | that | had to take.

13 Q Al right. Public Service Conm ssion would
14 | not allow a regulated gas utility to enter into an

15| agreenent like this with a devel oper and gi ve revenue
16 | fromthat from agreenent being generated by custoners
17 | based upon nothing other than the revenue going to them

18 | as in this agreenent?

19 MR, MOYLE: Specul ative.

20 THE WTNESS: That's -- of course not --

21 THE COURT: Hold on a second.

22 THE WTNESS: |'m sorry?

23 THE COURT: Go ahead.

24 THE WTNESS: Yeah, of course not, because the
25 rate-of-return-regulated utility doesn't do its
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1 rates this way, right, because it's a conpletely
2 different format on how it collects its revenues,
3 SO --

4 BY MR KRUPPENBACHER:

5 Q So we don't have fair --

6 THE COURT: Let himfinish his answer.

7 MR. KRUPPENBACHER: Wl | he stopped, Judge.

8 THE WTNESS: | just -- | just want to nake
9 sure you understand ny distinction, because one
10 sets its rates and its revenues and is regul ating

11 in a very different way that -- so, |ikewi se, if
12 FPL or TECO showed up and said, we're going to give
13 away this stuff, we generally wouldn't allow t hem
14 to do it because it's not in the public interest,
15 right. W don't get to nmake that decision in the
16 | ocal format, in the local nmunicipality. So the
17 way FPL sets its rates or TECO or any

18 i nvestor-owned utility, in this case Peoples Gas,
19 it's set up that way. That would be difficult to
20 justify within the context of a

21 rate-of -return-regul ated case.

22 BY MR KRUPPENBACHER:

23 Q Now, let's talk about your comment that --

24 | about custoners. The Villages is not the custoner in
25| this matter, is it?
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1 A The Villages is not the custonmer in this

2| matter? | would assune no. It's the residents that are

3| going to go in these nei ghborhoods.

4 Q And you' re unaware of anything where residents

5| existing wwthin The Villages that are currently served

6 | by Peoples are demanding that The Villages go with the

7| Cty of Leesburg?

8 A | may have read sone testinony that the

9 | devel opers had problens and their residents have

10 | problens with the provision of service by Peopl es Gas,
11| but I'"'mnot aware that there are any residents cl anoring
12| for the City of Leesburg to be their service provider,
13 | correct.

14 Q And you're not aware of any custoners

15 | cl anoring?

16 A | think that's what | just said. |If | said --
17 Q You said residents so |I'musing the word

18 | custoners to clarify.

19 A Yes. I'msorry. Yes. Forgive ne.

20 Q You agree as a former nenber of the Public

21 | Service Conm ssion with your know edge of the Conmm ssion
22 today, that the Public Service Conmm ssion seeks to avoid
23 | the unnecessary duplication of investnents by utilities
24| so that they're not duplicating one another in areas,

25| correct?
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1 A |'"'maware that that's part of the reason we
2 set territories, yes.
3 Q | think -- the regulated utility has a
4| obligation to serve where they are, correct?
S A Not necessarily.
6 Q Expl ai n that.
7 A Well, in natural gas it's not -- we don't sort
8| of require it. Rght. |If there -- if they're there,
9| yes, but as a general rule, as sort of -- set up the
10 | scenario. If you're in ny service territory, if you're
11| in TECO service territory and M. Myle is -- decides to
12 nove into the boonies, there is a general rule if it's
13| within ny service territory, we sort of obligate the
14 | utility that has that to provide, whether it's electric,
15| in past it was phone service, we would require themto
16 | be there. W don't necessarily do the sanme thing with
17 | gas conpani es.
18 Q But the gas conpany has its line there and
19 | sonebody in that area wanted service and it's a
20 | regulated line, they're obligated to provide that
21 | service?
22 A Yeah, if it's on the curve there. The
23| difference is that the cost of natural gas and the
24 | returnis alot different than a standard custoner woul d
25| be. Right. The cost of building out infrastructure in
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1 nat ur al

gas infrastructure,

an exanpl e,

to a sitting

2 site that

I's not there is nmuch higher and so we don't

3| require -- for exanple, if you live in a nei ghborhood,

4| let's say, in Tanpa Bay, TECO service territory, that

5| neighborhood was built 40 years ago and a -- soneone

6| like yourself decides that he wants a big -- natural gas

7 | equi prent

8 | systembuilt out,

9| build out that systemto get

10 | just super expensive after a nei ghborhood has been

11| built, which is exactly the opposite of how natural gas
12 | conpanies tend to work it out. R ght. That's why they
13 | have these relationships wth devel oper, because when |
14 | put in natural gas, | can't run it on a wre, whether

15| it's ugly or not, to your house. |'ve got to bury it.
16 | And when | start digging, that gets really expensive and
17| so we don't require it in that way.

18 MR. KRUPPENBACHER:  Your Honor, could I have a
19 m nut e?

20 THE COURT: Yes.

21 MR, KRUPPENBACHER: No further questions, Your
22 Honor .

23 THE COURT: Al right. M. Myle.

24 MR, MOYLE: Just a few on redirect.

25 REDI RECT EXAM NATI ON

in his house and there's not --

there's not a
we don't necessarily force TECOto

it to you, because it's
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1| BY MR MOYLE

3 about
4 about
5 gas c

6 devel

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

25

Q M. Garcia, you were asked sone questions

who the custoner is, but you also were talking
devel opers and devel opers interacting wth natural
onpani es. Do you have an understanding that the
oper serves as a proxy for the custoner?

MR. KRUPPENBACHER: |'m going to object, Your
Honor. He's |eading him

MR MOYLE: It's a yes-no answer.

MR, KRUPPENBACHER: That's a | eadi ng questi on.

THE COURT: It's alittle bit suggestive.

What do you view as the role of the devel oper in
ot herw se undevel oped --

THE WTNESS: Yeah, |I'll take off where | |eft
off. The reality is that the way that the natural
gas systemis created is a |ot harder than running
a wre to soneone for cable service or for phone
service or for electricity service because, you
know, in an old community, you just you take
existing infrastructure. Usually run it above --
it doesn't matter that it's not particularly
attractive, but you can't do that with natural gas.
And so as a general rule what has happened is that
a devel oper has cone to agreenents with the natural

gas provider to provide that service. And in nmany
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10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

cases the devel oper stands instead of the custoner
because if he says, no, there's -- it's not going
to be laid out there. Likewse, if they don't
think there's a great interest in the community
that's being built for natural gas, the gas conpany
won't particularly reach out to that comunity. So
it's something that they cooperate together on.
And, by the way, in nost new devel opnents,
this is an agreenent that the devel oper reaches
early on with, even if it's a regulated utility,
right. So when a devel oper is going to go out
there, they'll cone to an agreenent because they
want to bury the wires, bury the cable, bury the
el ectricity, and so the gas conpany cones into
that, but as you can imgi ne, no custoner -- it's
I i ke maki ng sausage. Nobody wants to | ook at
what's in a joint trench, but the devel oper, of
course, wants to put it there because sausage
hanging frompoles is not as pretty so they bury it
and it's usually an agreenent that is reached by a
sophi sticated party |like a developer and it's
very -- Your Honor, it's a very conplex thing
because devel opers are in a rush to lay this out,
sell it because of their cost, and so they' ve got

to coordinate all of these things together. That's
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1 why | thought in this case it was pretty

2 I nnovative, right, because you' ve got soneone who's

3 wor king with the devel oper to get this stuff done,

4 make sure it gets done and on tinme so they get what

5 t hey need out.

6 BY MR MOYLE:

7 Q There was sone di scussi on about have you seen

8 | an agreenent before, have you seen an agreenent before,

9| a new agreenent. In your mnd, the fact whether you' ve
10 | seen one or not, does that provide any qualitative -- is
11 | there any connection to a qualitative, is it good or

12 bad, as to whether you've seen it or not?

13 A No. No. In fact, I'll go further. | think
14 | what you're seeing in today's world is that the city

15 | managers, like in this case, the city in this case of

16 | Leesburg, have to find innovative ways to grow. Again,
17| 1'1l talk about electricity, right. So I'll give you an
18 | exanple where investor-owned utilities in electricity

19 | have a distinctive advantage, right. They get all sorts
20 | of tax credits for green and renewable projects. If a
21| city does that, they don't get the tax credits, right,
22 | unless they find innovative ways to find others to

23| finance it so that they can do it. So there's all sorts
24 | of things that change and the city adm ni strators have
25| to find -- you know, | never thought |1'd see private
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1| roads in Florida. They happen. Right. There are ways

2| of financing projects. And cities, if they're not quick
3| on their feet, they get pushed out.

4 Q Let ne ask you to assune that the contract

5| provides limted circunstance in which the city has to

6| goto The Villages to talk to them about a rate

7| adjustnment. |If you assunme that that is indeed the case,
8 | that doesn't change your opinion, does it, with respect

9| to whether this agreenent creates a hybrid utility?

10 MR, KRUPPENBACHER: |'m going to object, Your
11 Honor. That's a | eading question.

12 THE COURT: I'msorry. M attention was

13 averted. Can you read that back to ne, please?

14 COURT REPORTER. G ve ne just a second, Judge.
15 So the record is clear when sonebody | ooks at this,
16 | was | ooking at the joint pre-hearing stipulation.
17 I wasn't idling ny tine.

18 (Wher eupon, the court reporter read the

19 | requested portion of the record.)

20 THE COURT: Overruled. | think he's asking --
21 he's just asking hima hypothetical.

22 THE WTNESS: No, it doesn't change -- it

23 doesn't change nmy opinion at all. By the way, this
24 happens in other contexts, right, the cost of fuel.
25 Right. The cost of fuel varies. |If you' re going
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to change -- you know, when the cost of fue
changes, the rate wll invariably change. They
have to cone to the PSC to get that approved, to
get that corrected. Wen it cones to cities,

right, the natural gas price fluctuates, they

deci de how they're going to handle it, whether they
true it up once a year or quarterly. These are --
you know, it's an evolving market. | would assune
this is typically of what happens with utilities

and their pricing.

MR MOYLE: That's all | have.

THE COURT: All right. | have a question.
You may not be the right person. | don't want you
to be stretching for the -- and I'mgoing to

reference a little bit Conm ssioner Deason's
testinony, but ny understanding is that

muni cipalities are not required -- their rate
structure is not approved by the Conm ssion.

THE W TNESS: Correct.

THE COURT: And ny recollection, | don't
recall if it was Comm ssioner Deason or sonmebody
el se, is basically the only thing municipalities
report to the Conm ssion for safety issues. Are
there other reports that are filed by

muni ci palities?
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1 THE WTNESS: On natural gas. Qher reports
2 that are filed |like --
3 THE COURT: Just regarding natural gas?
4 THE WTNESS: Natural gas, | think it's only
5 safety. That's the only part that we --
6 THE COURT: Al right. So I guess the
7 question -- |'ve heard a lot of information. |'m
8 going to give everybody an opportunity to explore
9 this. If you have to re-call Conm ssioner Deason,
10 I'"'mgoing to |l et you, because |I'm kind of opening
11 up sonething here. But if that's the case, and
12 |"ve heard a ot of information that this agreenent
13 I s unprecedented. How would the Conmm ssion know?
14 THE W TNESS. They woul dn't.
15 THE COURT: Al right.
16 THE W TNESS: They woul dn't because it's just
17 part of natural -- how these utilities work, so.
18 THE COURT: So there's not sone kind of --
19 even though the Comm ssion doesn't regul ate rates,
20 there's not a report that's filed by nmunicipalities
21 to the Comm ssion that says, here are our rates,
22 here's how we set them you know, do what you wll,
23 but you don't have authority --
24 THE WTNESS: | don't think so. | don't think
25 so. And the one illusion | was going to nmake, just
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1 for clarification's sake, | know for exanple when
2 utilities build new generation for electricity, and
3 the reason |'mjust saying just so -- because it's
4 different sort of, they have to |l et us know what
5 their determnation need. They cone in and -- at
6 | east they used to be -- they cone in in a ten-year
7 site plan and tell us what they're going to be
8 doing sinply so we can nmake the broader system
9 wor k, but when it cones to individual custoners and
10 the agreenments they nake, particularly with
11 muni ci palities, we give broad | atitude. Again,
12 wat er conpanies are a classic exanple where a city
13 usual |y bl eeds out and then --
14 THE COURT: But my question was really nore
15 focused, is in terns of gas rates and how a city
16 goes by setting those rates and whether or not the
17 city shares revenues with sonebody else, is there a
18 nmechani smt hat becones publicly avail abl e ot her
19 than through | ooking at the mnutes of the city
20 commi ssi on?
21 THE WTNESS: | don't think there's any report
22 that would tell us. W nmay require themto report
23 what their rates are for sone book that we put out.
24 O sonething that the | egislature gave us, a broad
25 order, collect this information, because the PSCis
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1 an armof the |egislature and so we respond to --
2 when the | egislature asks us, is there a subject
3 matter expertise in these areas. So there are al
4 sorts of reports that people have to file, but the
5 i dea, water, natural gas, electricity, we do not
6 have -- we have no rate-making authority within the
7 muni ci pal boundari es specifically.
8 THE COURT: Does that cause questions?
9 Anybody can ask about --
10 MR, KRUPPENBACHER: Your Honor, I'mgoing to
11 gi ve careful --
12 THE COURT: My question that just popped into
13 ny mnd --
14 MR, KRUPPENBACHER: |'mgoing to give carefu
15 consideration to recalling Conmm ssi oner Deason,
16 because if | do, you're going to need reserve
17 Friday for the testinony.
18 THE COURT: W have Friday already reserved,
19 SO -- | just want to nmake sure that |I'mnot --
20 because you guys have rested and |I'mnot trying
21 to --
22 MR, KRUPPENBACHER: We appreciate that.
23 THE COURT: If you need to re-call sonebody
24 that will tell sonething, that will provide nme with
25 that information in nore detail, I'"mgoing to give
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1 you the opportunity to do it.
2 Al right. D d that cause you to have any
3 questions, M. Myl e?
4 MR MOYLE: Just | think -- | nean, | think
5 understood. Is it kind of a but-for. But for this
6 territorial dispute being filed by PGS, who would
7 know what municipalities do, you know, in their
8 busi ness and their deals that are public deals, but
9 there's no requirenent or reporting requirenent
10 t hat people have to provide to the Comm ssion about
11 those deals, | think for nunicipalities or for
12 IOUs. |1QUs don't have to show all their private
13 deal s, do they?
14 MR, KRUPPENBACHER: | would nove to strike the
15 testinony just provided by M. Myle and al so
16 object on the grounds it was a classic
17 mul ti pl e-1 eadi ng statenent.
18 THE COURT: [I'mgoing to overrule. |
19 under stood the question and it seened question-like
20 to me. So, if you understand it, Comnm ssioner.
21 THE WTNESS: As a general rule, | have to
22 di sagree with you, if | understood the question,
23 because to --
24 MR, MOYLE: Should we hear from M. Deason's
25 testinony?
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THE WTNESS: No, as a general rule, these
agreenents that are gotten into by the conpany, and
they are nunerous and vast, that you could never
imagine. In arate case, a lot of that cones up,
that we get to go through, right, and figure out if
it's above the line. There was sone testinony
that -- | think Terry's was testifying -- above the
line or not, whether it's business that the utility
engages in that is not rate-of-return, which neans
we don't get to look at, at the Comm ssion, but
they sign all sorts of agreenents and conveni ence
and buying all these conplexities that we generally
don't |l ook at unless you have a huge rate case and
that's an issue that cones before us, but there are
all sorts of agreenents that are curious,

i nteresting, but the Conm ssion probably won't | ook
at themas part of the course of business.

THE COURT: There's no correspondi ng nmechani sm
with regard to nunicipalities?

THE WTNESS: There is not. And, Judge, we
have cases, for exanple -- and | don't know if
there's been substantial change --

THE COURT: That's all right. |'mdone.
Anything further, M. Myl e?

MR MOYLE: No, that's it. Thank you.
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1 THE COURT: Al right. Thank you,
2 Conmm ssi oner.
3 MR, KRUPPENBACHER: Your Honor.
4 THE COURT: Yes, sir.
5 MR, KRUPPENBACHER: | would ask that he not be
6 rel eased because | haven't had a chance to talk to
7 Conmm ssi oner Deason.
8 THE COURT: Al right. Are you planning on
9 havi ng Commi ssioner Garcia stick around for a
10 whi | e?
11 MR, MOYLE: | think he was headed back to
12 M am as soon as he coul d.
13 THE COURT: Do you have a flight?
14 THE WTNESS: Yeah
15 THE COURT: What tinme's your flight?
16 THE W TNESS: 3: 00.
17 THE COURT: Al right. So 3:00 is your
18 flight. So you'll need to be out of here by 1:307?
19 Al right. If we have to work through lunch to
20 accomodate -- why don't we take a break now. You
21 can tal k to Comm ssi oner Deason and we can --
22 VMR, VWHARTON: Because, Your Honor, we are --
23 if M. Deason is going to be recalled, it will be
24 now, is that what you're saying? | nean, let's try
25 to put things back in order. W want --
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1 THE COURT: |I'mnot going to be confused. |If
2 nmy question has caused the city to -- | nean, |'m
3 sorry -- has caused Peoples to need to recall
4 sonebody to address ny specific question, | think
5 it's fair to have Conm ssioner Garcia here to hear
6 it, sol would bring himin now [|I'mnot confused
7 by order --

8 MR, VWHARTON: | agree. | just was thinking if
9 M. Deason is going to do this at the very end of
10 the trial.

11 THE COURT: It would probably be now woul d be
12 nmy guess. M. Kruppenbacher, is that your

13 antici pati on?

14 MR, KRUPPENBACHER: It is, Your Honor.

15 THE COURT: Al right. Let's take 15 m nutes
16 to give themtine and reconvene.

17 (Brief recess.)

18 THE COURT: M. Kruppenbacher, what's your

19 pl easur e?

20 MR, KRUPPENBACHER: Judge, after serious

21 del i beration, we will not be calling Conm ssioner
22 Deason back. So M. Garcia can be rel eased.

23 THE COURT: Al right. So, M. Garcia, have a
24 good flight. | knowit's a terrible ordeal to have
25 to drive fromhere to the Tall ahassee Airport in
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1 all that traffic.
2 MR, KRUPPENBACHER: | guess, for the record,
3 he could return to the barn.
4 THE COURT: M. Moyle, your next w tness.
5 MR, MOYLE: Thank you. W call Tom Geoffroy
6 to the stand, please.
7 | \Whereupon,
8 TOM GECFFROY
9| was called as a witness, having been first duly sworn to
10 speak the truth, the whole truth, and nothing but the
11 truth, was exam ned and testified as foll ows:
12 EXAM NATI ON
13 THE WTNESS: | do. Thomas Ceoffroy.
14 THE COURT: J-E-F-F --
15 THE WTNESS: Let ne spell it for you.
16 THE COURT: Probably a good idea.
17 THE WTNESS: The spelling of ny last nanme is
18 GE-OF-FROY, pronounced Ceoffroy.
19 THE COURT: M. Myl e.
20 DI RECT EXAM NATI ON
21 | BY MR MOYLE:
22 Q Good norning, M. Geoffroy, please state your
23 | name and busi ness address for the record.
24 A My nane is Thomas Geoffroy. |'mthe Ceneral
25 | Manager and Chief Executive Oficer for Florida Gas
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1 Uility. Business address, 4619 Northwest 53rd Avenue,
2 Gai nesville, Florida 32653.

3 Q All right. You identified a position that you
4| are serving in wth respect to Florida -- a utility

5| conpany that you represent, right, FGQJ?

6 A Florida Gas Utility. Yes. I'mthe CGenera

7 | Manager and Chief Executive Oficer.

8 Q | would like to ask you to wal k through your

9 | professional background. Wuld you tell the

10 | adm nistrative |aw judge about your professional

11 | background, if you woul d?

12 A Certainly. |[|'ve been in the natural gas

13 | industry virtually ny entire career. After | graduated
14 | fromthe University of Florida wth an accounting

15| degree, | briefly worked for a CPAfirmin Gainesville
16 | for about three nonths, and then | got an opportunity to
17 | join Ginesville Gas Conpany, which was an

18 | investor-owned gas utility at the tinme in 1983, as an
19 | accountant. | worked ny way up in the organization and
20| in 1990 | was an officer of the conpany.

21 In 1990, the Gty of Gainesville purchased

22 | Gainesville Gas Conpany at the franchi se agreenent

23| termnation, and | went to work for Gainesville Regional
24 | Uilities. 1 was the Director of the Gas Operations

25 | Departnent for six years for Gainesville Regiona
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1| Uilities. | left there to take a position with

2 | Chesapeake Uilities Corporation, which is an

3| investor-owned natural gas utility, locally known as

4| Central Florida Gas Conpany, and | was the Florida

5 | Regional Manager and Assistant Vice President.

6| Utimtely becane the Vice President and ny duties were

7| to-- 1 was in charge of all of the Florida operations

8 | for Chesapeake Utilities. | worked there for

9| approximately 16 years. Wuwen | |eft Chesapeake, | did
10 | sone consulting work in the natural gas industry for a
11 | couple of years and then | took the position | currently
12 | hold about six years ago with Florida Gas Utility.

13 Q Thank you. Wth respect to Florida Gas

14 | Wility, that's the position you're in currently, would
15| you tell the judge about Florida Gas Uility?

16 A Certainly. Florida Gas Uility is what's

17 | known as a joint action agency. That's a fancy nane for
18 | a co-op. So we exist to serve our nenbers. W're a

19 | governnental entity so we're not-for-profit, and we

20 provi de services to our nenbers. Qur nenbers, in order
21| to be qualified as a nenber, they have be a city-owned
22 | or governnent-owned systemthat uses natural gas either
23 | to generate electricity, and then that electricity is

24 | sold to municipal ratepayers, on the electric side, or
25| distributed directly to residential, comrercial and
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1| industrial custoners.
2 We have 23 nenbers spanning the entire state
3| fromthe town of Century and the town of Jay up in the
4| northwest corner of Florida, all the way down to
5| Honestead, Florida. And we provide -- our primary
6| duties are to provide gas supply and nmanaged pipeline --
7| interstate pipeline capacity for our nenbers. W are --
8 | we aggregate all of our nenbers together. W have one
9| contract for each service that we have with Florida Gas
10 | Transmission. And so we have great flexibility in our
11 | ability to serve natural gas to all of our nenbers.
12 Q "' mgoing to ask you about that specifically,
13| but with respect to -- | want to just have you, if you
14 | woul d, spend just a brief mnute and tal k about the
15| nenbers. Tell the Judge a little nore about who the
16 | nenbers are. And then also, if you would, the split
17 | between natural gas conpanies and then el ectric
18 | conpani es.
19 A Right. So, as | said, our primary job is to
20 | provide gas supply to all our nmenbers. W have 16
21| what's called local distribution systemnenbers. 1In
22 | other words, they are the ones that take the gas and
23| distribute it directly to residential, comercial and
24 | industrial accounts, nmuch |ike Peoples Gas does in the
25 | investor-owned world, and we have seven nenbers that are
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1| electric generation nmenbers. So we supply the gas to
2| their power plants. They turn it into electricity and
3| then they re-sell it to their custoners,
4 | nmunicipally-owed custoners.
5 The City of Leesburg is one of our nenbers and
6| we provide, in addition to gas supply and pipeline
7 | managenent, capacity managenent services. W provide a
8 | host of other services, primarily to the LBC nenbers,
9] including rate studies, sales and marketing program
10 | assistance, project managenent. So if they have a
11 | project that they need to run a new pipe that needs to
12 be installed, we can nmanage that fromstart to end.
13 We have operational assistance. W provide
14 | requlatory assistance to our nenbers and a variety of
15 | ot her tasks.
16 Q And in terns of those things that you
17 | described, at the core of it, is it making sure that al
18 | of your nenbers have enough natural gas to neet their
19 | needs?
20 A That is why we exist, is primarily to nmake
21 | sure that all of our nenbers who want to us to purchase
22 the gas on their behalf, we have sone nenbers that do
23| not, that we do that reliably and at a conpetitive price
24 | for it.
25 Q And you -- there's two conponents to natural
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1| gas that you deal with, is that right, in terns of
2| capacity and transportation?
3 A Yes. So one is the gas supply, which is
4 | nol ecul es of natural gas. So we go out and we acquire
5| that fromthe producers or marketers, and then they
6| deliver that into the interstate pipeline system
7| Primarily in Florida that's Florida Gas Transm ssi on,
8 | although there are two other pipelines, GQulf Stream
9| Pipeline and Sabal Trail Pipeline, as well.
10 And then the -- what happens is the people
11 that want to use that gas, our nenbers, they own
12 | contract -- or they have contracts with Florida Gas
13| Transm ssion to reserve space in the pipeline to be able
14 | to nove the nolecules of gas through. And so we manage
15| that on behalf of all of our nenbers. And, as | said
16 | earlier, we aggregate all of our nenbers' capacity
17 | together and we're able to utilize that capacity to
18 | benefit all nenbers.
19 Q And how | ong has FGQU been in existence?
20 A Thirty years. They were founded in 1989.
21 THE COURT: Let me ask you; so the individual
22 menbers actually reserve the space directly with
23 the pipeline and then you manage the contracts and
24 nmake sure they're --
25 THE WTNESS: They have the underlying
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1 contract with the pipeline. W then aggregate all
2 of our nenbers' contracts together into one
3 contract, in Florida Gas Utility's nane, with the
4 pi peline and we manage all of our nenbers through
5 t hat one contract.

6 THE COURT: Ckay.

7 MR, MOYLE: Your Honor, |I'd |ike to tender M.
8 Ceof froy as an expert in natural gas supply and

9 oper ati ons.

10 MR, BROMWN: |'m not sure what operations nean.
11 | didn't have a problemw th himknow ng about
12 natural gas supply, but --

13 THE COURT: Well, I'mgoing to assune
14 operations is probably roughly the sane as it was
15 in M. MCee's deposition, where he described what
16 he did. That's kind of just sort of understanding
17 the gas system and the vari ous conponents. |In M.
18 McCGee's case, safety is one them |'msure
19 sonebody will direct me to sonme subset of that M.
20 Geoffroy will be --

21 MR. BROWN: | under st and.

22 THE COURT: All right. Any objection as |'ve
23 described it?

24 MR BROMN:  No.

25 THE COURT: Al right. So | do find that M.
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1 CGeoffroy neets the qualifications under 90.702 and
2 wi Il receive himas an expert as proffered.

3 BY MR MOYLE:

4 Q M. Geoffroy, could you please share with the
5| Judge your opinion as to whether Leesburg would be able
6| to supply natural gas to the area that is up on the map
7| there in the, what we call, the area in dispute? It's
8| colored in a certain -- | guess it's peach color up

9| there. But you're famliar with the dispute that we' ve
10 | been having, is that right?

11 A Yes, | am

12 Q kay. So just tell the Judge, if you woul d,
13 | your view and your professional opinion as to whether

14 | Leesburg is going to be able to supply its current

15| custoners and its future custoners?

16 A Yes. So Leesburg has contracts, as | said,

17| with the pipeline for capacity -- pipeline capacity.

18 | They hold in total, approxinmately 7,000 decatherns a day
19 | of capacity in the winter nonths, and then the sumer

20 | nonths it's approximately 2,800 decathernms a day. And |
21 think October it's 3,300 decatherns a day in total.

22 We have anal yzed that capacity and the

23 | Leesburg lateral, because we maintain all the data on
24 | behalf of Leesburg for purchases and whatnot, because we
25| do all that work, and the capacity that they hold on
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1 Florida Gas Transm ssion, we |look at their native

2 custoners, their existing custoners, and how nuch they

3 | have used maxi nrum anount each nonth over the last five

4| years and determ ned that -- subtracted fromthe

5| capacity contracts that they hold, the anount that their

6| custonmers -- current custoners use to see how nuch is

7| left for growth. In ny opinion, in every nonth, they

8 | have sufficient capacity on Florida Gas Transmi ssion, to

9| supply The Villages, the area in dispute.

10 Q And there is an exhibit. There should be a

11 | book up there that has the exhibit init. Gty No. 8,
12 | if you could turn to that.

13 A Yes.

14 THE COURT: Let nme ask you a question real

15 qui ck before we start. So | note that Exhibit 8

16 was received in evidence, but it said attachnents
17 only, but what | have is a one-page docunent,

18 because this was in -- |I'mnot sure what the

19 attachnents-only descri bes.

20 VR. BROMN: It's al so our 32, Your Honor. It
21 was in.

22 MR, MOYLE: | think the attachnents-only was
23 for the one above. That was the --

24 THE COURT: Thirty-two.

25 MR. MOYLE: -- expert discussion, but it
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1 should be -- it's just a one-page docunent entitled
2 gas transportation --

3 THE COURT: That's what | have. GCkay. That's
4 I n evidence twi ce, apparently, so.

5 BY MR MOYLE:

6 Q W woul d ask you, if you would, to identify

7| Gty Exhibit No. 8 and tell the Judge about this

8 | exhibit, what it depicts, and kind of wal k himthrough

91 it, if you would.

10 A Certainly. So there's two parts to this

11| chart. The top part is -- and this is entitled gas

12 | transportation capacity summary for Leesburg, and |

13 | prepared this docunent. So this is |ooking at the |evel
14 | of capacity that Leesburg has on the interstate pipeline
15| system Florida Gas Transm ssion, and their people

16 | that -- this is what | just described.

17 So the -- you have each nonth going across the
18 | right-hand side and bel ow that you have FGI, FTS-1

19 | total. So that's one of the capacity contracts that

20 | they have with the pipeline. Generally it's 6,500

21 decat hernms per day in the winter nonths, about 2,295 a
22 day in the sunmmer nonths, with Cctober being 2,800 a

23 | day. They also hold a FTS-2 contract with Florida Gas
24 | Transm ssion. That is 500 decatherns a day year-round,
25| every nonth. Those two added together is that fourth
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1 row down called total firmcapacity, it's bold, and
2| those are the nunbers that | just recited earlier.
3 The line below that is max native burn, prior
4| five years. And that's what | said. W |ooked back
5| over the last five years at the nmaxi num day in each
6| nmonth for the existing custoners. W subtracted that
7| fromthe total firmcapacity and that becones the bottom
8 | row avail able capacity for growh. The Iine above that
9] is the year in which that native -- or max native burn
10 | took place over the last five years.
11 And so what it shows is, for exanple, in
12 | January, they have 7,000 decatherns a day of firm
13 | capacity. Their current custoners on the peak day, this
14 | is not an average day, but this is the peak day in
15 | January over the last five years, used 4,892 decat herns
16 | on that day and that left 2,108 decatherns a day
17 | available for growth in that nonth. And it works
18 | consistently for the 12 nonths in that fashion.
19 The bottompart of this is sonme information
20 | that we got off the Sabal Trail Pipeline website,
21 | indicating that they have -- that the total peak day
22 | capacity of Sabal Trail Pipeline is 830,000 decatherns a
23 | day and only 720,000 decatherns a day that is subscribed
24| by firmshippers. So that |eaves 110,000 decat herns per
25 | day of available capacity for purchase by anybody on
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1| Sabal Trail.
2 And then the bottompart just tal ks about sone
3| additional information about the expansion that Sabal
4| Trail is faced to expansion. Wnt into service -- two
5| conpressor stations that went into service -- will go
6| into service next year, adding another 169, 000
7 | decatherns per day of additional firmcapacity.
8 Fl ori da Power and Light already has the
9 | subscription for 200,000 decatherns a day. That wll
10 | start in May 1, 2020. So they use sone of that new
11 | capacity. And then as of May 1st, 2021, Sabal Trail
12 | indicates that they have 99,000 decatherns a day of
13 | unsubscri bed capacity that can be sold to other
14 | shi ppers.
15 So, in addition to the capacity that Leesburg
16 | has, they do have the ability to contract for additional
17| if they were to need it in the future for other reasons
18 | on Sabal Trail for --
19 THE COURT: So it looks like FPL will take up
20 all of the phase-two capacity -- if that's where
21 they were getting -- they would take up all of that
22 and you'd have to get nore sonewhere el se.
23 THE WTNESS: Sone of the existing
24 unsubscri bed capacity, the 830 less 720. So
25 there's still 110,000 existing, plus another 169,
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1 and they're going to take 200, a conbi ned anount.
2 BY MR MOYLE:

3 Q Can you just explain, maybe in layman's terns
4| if you can, what that 110,000 equates to and what it

5| could serve as avail abl e?

6 A Well, for all 23 nenbers, including Florida
7 | Municipal Power Agency's power plants, we typically

8 | schedul e on a day about 150, 000 decat herns every day for
9| all of our nenbers. It's a |lot of gas.

10 Q A lot of gas. And, to be clear, you put

11 informati on in about Sabal Trail, but not because it's
12 | needed to serve any of the area of dispute, is that

13 | correct?

14 A No, just to denonstrate that there is

15 | additional capacity available for future growth beyond
16 | what is needed.

17 Q Right. And so, to be clear, you don't need
18 | Sabal Trial?

19 A No. Sabal Trail is not required, nor any

20 | capacity on Sabal Trail required to serve The Vill ages,
21| the area in dispute. They have sufficient Florida Gas
22 | Transm ssion capacity rights to be able to serve the
23| growth in The Vill ages.

24 Q Do you have informati on about the cost of

25 | Leesburg present and in future with respect to PGS you
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1| could share?
2 A You're referring to costs of the gas supply?
3 Q That's right.
4 A Yes. So as | said, we are a not-for-profit
5| organization. So all of the costs that we incur to
6| procure the gas supply is passed through to each nenber.
7| Currently, the gas supply, | think the market this week
8 | is about $2.30 per decatherm | think at the last 12
9| nonths the -- Leesburg's average cost of gas was in the
10 | nei ghborhood of all in, including the commodity, the
11 | pipeline capacity and all other related costs, including
12 | our service charges, was in the 3.50-to-4-dollar-per
13 | decathermrange. Wen | | ooked out at the Peoples Gas
14 | website and | ooked at their purchased gas adj ustnent,
15| and they have a history of that, they reported in
16 | therns, but when you convert that to per decat herm cost,
17 | conpare it to the 3.50-to-4-dollar cost that Leesburg
18 | has incurred, their website shows that they're just
19 | about at $10 per decathermfor their gas supply cost.
20 | So they charge their sal es custoners.
21 Q Has FGUJ ever not been able to provide any of
22 | its custoners wth gas as needed?
23 A The only event that occurred was a curtail nent
24 | event, force mgjeure, that the pipeline called, when a
25| lightening strike back in the late '90s severed all of
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1| the pipeline comng into the state. And so they ordered
2 | everyone except for residential and commercial custoners
3| off the line. W were able to serve all the residential
4 | and commercial custoners, but were not allowed to serve
5| anything else, but, other than that event, we have had
6 | continuous reliable supplies to all of our nenbers
7 | everyday.

8 Q And that event, that was the Perry |ightening
9| strike?

10 A That is correct.

11 Q And that affected --

12 A Everyone in the state.

13 Q There was no distinction between nuni ci pal

14 | nmenbers and --

15 A No. Everyone was curtailed, down to

16 | residential and commercial custoners.

17 Q And the State of Florida, since that period
18 | lightening strike, has added how many new i nterstate

19 | pipelines into the state?

20 A At | east two.

21 Q The person who handl es gas for Tanpa Electric
22| has testified previously, | don't think you were here,
23| but I'"Il just let you know that he had tal ked about

24 | sonething called Section 11 Rights and ask you, are you
25| famliar with Section 11 R ghts?
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1 A Yes, | am
2 Q Tell the Court what they are.
3 A So Florida Gas Transm ssion's Tariff, approved
4| tariff by FERC, Federal Energy Regul ati on Comm ssion, in
5| their general terns and conditions they have Section 11,
6| which allows entities such as Peoples Gas who have
7| multiple divisions throughout the state, nultiple
8 | take-off points if you will, they're called city gate
9| stations, to be able to aggregate all of those together
10 | and be able to schedule and flow gas to any of those
11 | points as an aggregated basis.
12 So that's the rights that Peoples Gas and
13| other entities have who have nmultiple divisions wthin
14 | the state. That is not the Section 11 R ghts that
15| Florida Gas Utility enjoys. In the FTS-1 and FTS-2 rate
16 | schedules, there's Paragraph 11 that specifically grants
17 | public agencies the aggregation rates that we enjoy that
18 | are virtually identical to what Peoples Gas and others
19 | enjoy under the general terns and conditions Section 11
20| Rights, allows to aggregate and to treat all of your
21 | aggregation basically, one entity rather than nultiple
22 | individual entities.
23 Q So chief distinction between PGS and your
24 | conpany is paragraph versus section?
25 A Yes. It's just where on their tariff you find

Premier Reporting

Reported by: Dana Reeves



6/26/2019 Peoples Gas Systems

Hearing proceedings before: Judge Early - Volume 5 686
1| their aggregation rights.
2 Q And why is that a valuable tool, if it is?
3 A That's very val uabl e because on any particul ar
4| day, in our case, for exanple, as a cold front cones
5| through, our nenbers up in the panhandle will get the
6| cold front sooner. So they'|ll use a |lot nore gas than
7| people -- our nenbers further down in the state. Having
8 | this aggregation allows us to use pipeline capacity from
9 | one nmenber to benefit another nmenber. So when one
10 | menber needs nore capacity, we can get it fromthe other
11 | menber. Wen one nenber has excess capacity, we sell it
12 | for themeasily.
13 Q Ckay. Does that section al so address
14 | interruptible custoners?
15 A Not that |I'm aware of.
16 Q Do you have the ability to nmanage gas through
17 | certain custoners that are interruptible?
18 A We have the ability with our nenbers, with the
19 | electric generation nmenbers in particular, to ask them
20| to nove to an alternate fuel so we can use the gas that
21 | woul d ot herwi se have gone to their power plant for other
22 | needs and we would just pay the increnental cost, if
23| any, of the alternate fuel.
24 Q And that kind of works as a safety valve?
25 THE COURT: We being Florida Gas Transm ssi on,
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1 or we bei ng nenbers?
2 THE WTNESS: Florida Gas Utility nmanages that
3 process. So we would reach out to the electric
4 generator and ask them we need additional gas
5 today, can you switch to oil, and they would do
6 that and we woul d use gas and deliver -- redeliver
7 it to the nmenber that needed that gas.
8 THE COURT: And then FGU would pay the utility
9 any increased cost of using the alternate fuel ?
10 THE WTNESS: And charge it to the nenber that
11 got the benefit of using the gas.
12 THE COURT: Ckay. Got you.
13 BY MR MOYLE:
14 Q And | was going to ask, ny termof safety
15| valve, but is that used infrequently or how often is it
16 | used?
17 A Well, Leesburg, in addition to what | just
18 | described, Leesburg has an interruptible custonmer on
19 | their system the Cutrale Juice Plant. So they al so
20 | have the ability to recall the capacity fromthat juice
21| plant. And, yes, that's exactly what these custoners
22 | are designed for. They're great custoners to have
23 | because they use a |l ot of gas when nobody el se needs to
24 | use it, but they have alternate fuel requirenent -- or
25| abilities. So when you do need their gas, they can
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1| switch to an alternate fuel and you can use their gas
2| for other purposes.
3 Q Back on the chart, if | could for a mnute, in
4| ternms of the differing anounts on the total firm
5| capacity line, do you see that?
6 A Yes.
7 Q Wy are there differing anounts there? Can
8 | you explain that to the Court?
9 A Yes. So utilities tend to subscribe for the
10 | anpunt of capacity to neet the peak needs of their
11 | current custonmers and sone for future gromh. And so
12| winter tinme tends to generate nore usage as custoners
13 | who have furnaces in their homes can use those furnaces
14 | when it gets cold. And so they tend to create, what's
15| called a needle peak. In other words, when it's really
16 | cold, there's a |l ot of usage, but when it's nornmal,
17 | there's not as much usage.
18 So, to be prudent, utilities typically reserve
19 | enough pipeline capacity to serve those peak days and
20 | that's what Leesburg has done in the w nter nonths.
21| Now, the pipeline has restrictions so you can't just
22 | necessarily tailor in every nonth what you want. You
23 | have to do it seasonally. They have -- for FTS-1 they
24 | have four different seasons, a sunmer season, a W nter
25| season. April was its own season and October was its
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1 own season, as well. So you could do those nonths

2 different than the others, but you had to have the sane

3| quantity wthin the season.

4 And so because in the sumer nonths, the | oad

5| tends to be |l ess, because water heaters and whatnot, the
6 | peak days are a lot less. You can see that in the max

7| native burn line itemthere. And so utilities tended to
8 | subscribe for less capacity and pay for that in the

9 | sunmer than they do in wi nter nonths.

10 Q Just because there's sonebody subscribed to a

11 pi pe, there's a secondary market, is there not, in

12 | capacity?

13 A Yes.
14 Q Coul d you describe that to the Judge?
15 A Sure. So when -- not |ike today where it's

16 | really hot, but on a day where it's 70 degrees or so,

17 | and not when it's really using a lot of gas, there is a
18 | |l ot of excess pipeline capacity that's not being used.
19 | People aren't putting the nolecules of gas in there.

20| And so that -- the owner of that has the ability to

21| re-sell the space in that pipeline on the open market
22 for a market price, not a tariff rate price, but a

23 | market price. That price could be higher than tariff,
24| or it could be lower than tariff rate, dependi ng upon

25| the conditions of the pipeline.
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1 And so that secondary capacity is al nost

2| always available on the systemand is -- can be acquired

3| and utilized to deliver gas to various places on the

4| pipeline. And you pay a market price for that, not a

5| tariff rate price for that.

6 Q So, at the end of the day, kind of bottomline

7| as you sit here today, you don't have any concerns about

8 | Leesburg's ability to supply natural gas to its

9| existing -- or future custoners, is that correct?

10 A Not off of using an FGT system They have

11 | plenty of capacity there to serve their existing

12 | custoners and the area in dispute here, every nonth.

13 MR, MOYLE: Al right. Thank you. Could

14 have a m nute, Your Honor?

15 THE COURT: Yes.

16 MR, MOYLE: Those are all the questions that |
17 have.

18 MR. VWHARTON: The only thing | have, Your

19 Honor, is that | don't think we identified that

20 this is Leesburg Exhibit 2, that the w tness has

21 being referring to.

22 THE COURT: The one where he tal ked about the
23 peach area, | presune that's the area west of the
24 county line, excluding the brown area that's

25 current service area. |Is that what you were
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1 t al ki ng about ?
2 THE W TNESS: That's ny understandi ng, yeah.
3 THE COURT: The peach area is what you were
4 referring to?
5 THE WTNESS: | think he referred to it as
6 peach. | was referring to it as the area in
7 di sput e.
8 MR. WHARTON: That's all | have.
9 THE COURT: Al right. M. Brown.
10 CROSS EXAM NATI ON
11 BY MR, BROM:
12 Q What's the current price for transportation on
13 | Sabal Trail ?
14 A Mar ket price?
15 Q Sure. Yeah, the market price.
16 A | don't know what the market price is. That
17 | changes m nute by m nute.
18 Q What's the general range of transportation out
19 | here to sign up for firmservice on Sabal Trail?
20 A My understanding is that all of their rates
21| are -- all of their contracts are negotiated. M
22 | understanding is the tariff rate is in the $1.57 range
23 | or so.
24 Q Now, if | understand what you're saying,
25| you're telling ne that in terns of the overall gas
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1| supply, in other words the nol ecul es, that Leesburg

2| doesn't need to tie into Sabal Trail in order to get

3 | enough gas, correct?

4 A That is correct.

5 Q All right. But -- and you said that Sabal

6| Trail is needed primarily for redundancy?

7 A Yes.

8 Q And backf eed?

9 A That is -- yes.

10 Q kay. So, in other words, if | understand,
11| the issue is FGI has got their two gate stations -- or
12 | Leesburg has their two gate stations at FGT up in these
13| two dots here, the purple dots up in the northeast part
14 | of the county and the city, correct?

15 A That is correct.

16 Q Al'l right. And so, all the gas that cones in
17 | currently has to flow all through this entire system
18 | through this entire system through this on the |ine

19 | down at the prison, and then they use the line on 501 to
20 | feed these areas up here that we've been tal ki ng about,
21| correct?

22 A That is correct.

23 Q And so the problemfor Leesburg is that they
24 | don't have enough -- they have problens getting enough
25| pressure down at this end, in the south end, and that's
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1| why they've got to have Sabal Trail?
2 A ' mnot aware of that being an issue for that.
3 Q Well, do they have enough -- okay. Al of the
4| future growth, however, is going to be down in this
5| area. That's been the testinony. | want you to assune
6| that's the case.
7 A Ckay.
8 Q And so in order to have enough pressure to
9| feed that --
10 THE COURT: Let's nmake sure we're clear. |
11 don't -- | can always renenber Fenney for sone
12 reason. | can never renmenber the new one. Wat's
13 the --
14 MR. BROMWN: The various Bighans. The Bi ghans.
15 THE COURT: Ckay. Wen you're saying this
16 area, you're tal king about the three Bi gham --
17 MR, BROMWN:  Yeah.
18 BY MR BROMN:
19 Q Is it your understanding fromthe Bi ghans and
20 | then the area to the southeast of that is where The
21| Villages growh is going to be?
22 A That is ny understandi ng.
23 Q And | think you testified earlier in the
24 | deposition that that's pretty nmuch the primary driver
25| for growmh for the Gty of Leesburg?
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1 A That's ny under st andi ng, yes.
2 Q And so it would be a benefit to Leesburg in

3| terns of pressure, in terns of piping capacity, to have
4| atie-into Sabal Trail to be able to nore efficiently

5| serve that area as the growth cones al ong; would you

6 | agree?

7 A It would be a benefit, but not a requirenent.
8 Q Well, would it be a requirenent at sone point
9] in tine as that grow h expanded?

10 A That's specul ative. Yes.

11 Q kay. |I'mgoing to put a book up here, sone

12 | exhibits. There's a couple things | want to ask you

13 | about.

14 THE COURT: Peopl es exhibits?

15 MR. BROMN: Peopl es exhibits, yes, Your Honor.
16 And | want to direct you to Exhibit 34.

17| BY MR BROM:

18 Q Do you see that, sir?
19 A Yes, | do.
20 Q And that's an email that you wote to Jack

21 | Rogers on August 17th of 2018, is that correct?

22 A Yes, it is.

23 Q And it contains a draft article for, | guess,
24 | an FQU newsl etter?

25 A That is correct.
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1 Q And did you draft that article?
2 MR, MOYLE: Your Honor, | want to register an
3 objection. This is beyond the scope of direct.
4 Asked hi m about the gas supply for the area, and
5 this is tal king about the contractual arrangenent
6 deal. We didn't get into that with him
7 MR. WHARTON: (Object to the rel evance, too.
8 THE COURT: It has enough in that potentia
9 article that ties in with some of his testinony
10 regarding Sabal Trail and other issues that it's
11 fairly within the scope. So overrul ed.
12 BY MR BROMN
13 Q Al right, sir. Ddyou wite this article?
14 A | don't believe | did wite it, but | directed
15| it to be witten.
16 Q And you | ooked at it at sone point, | assune,
17 | and approved it?
18 A This is a draft.
19 Q Right, but it's a draft that you woul d have
20 | | ooked at and you were sending on to Jack Rogers for
21 | approval ?
22 A Correct.
23 Q And so | assune you at |east |ooked at it
24| initially before sending it on to M. Rogers?
25 A Yes.
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1 Q And you were asking M. Rogers for approval.
2| And did he ever send back any changes to this draft
3| article?
4 A No.
5 Q Ckay. So as far as you were concerned, at
6| least he did not register that he disagreed with
7| anything that was in the article in terns of sending
8 | that information to you?
9 MR, VWHARTON: Cbj ection; calls for
10 specul ati on.
11 THE COURT: Well, | think the question is, did
12 he ever send him anything that registered a
13 di sapproval ? The fact that he did or didn't isn't
14 necessarily going to drive ny finding, but | think
15 that's a fair question, whether he received
16 anyt hi ng.
17 THE WTNESS: | did not ask himto review it.
18 | asked himif he was okay with us publishing it,
19 whi ch neans he would have had to reviewit. He
20 indicated to ne that he would prefer it be del ayed.
21 W did not get into the content of the draft.
22 | BY MR BROMW
23 Q And if we |look at the draft itself, it says
24| that, in the second paragraph, it says that the contract
25| specifies that Leesburg will provide service to an
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1 estimated 14, 000 residential units, which will nore than
2| double the nunber of custoners served by Leesburg, and
3| it tal ks about doing that over the next five to six
4| years. Do you see that?

5 A Yes.

6 Q And | think when we tal ked at your deposition
7| the first time, | think you said that would create a 700
8 | decathermroughly -- that an additional initial 14,000
9 | hones would create a 700-decat her m per-day additiona

10 | |l oad on the systen?

11 A 767, | believe | said. Yes.

12 Q Ckay. And so if we say 767 -- and let ne

13 | direct you back to exhibit -- it's Exhibit 5, your chart
14 | there.

15 A Exhi bit 8?

16 Q Eight. Yes. | don't know why | said --

17 A Gty Exhibit 8?2

18 Q Cty Exhibit 8 or --

19 THE COURT: Let's stick with City Exhibit 8.
20 BY MR BROWN:

21 Al right. And this is your chart, correct?
22 Yes, it is.

23 Q Al right. And so if we add -- what was --
24 | 7677

25 A Yes, sir.
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1 Q And if we | ook at the 767 under, say, June

2| of -- for the year of June, and you subtract that from

3| the 808 avail able capacity for growth, that doesn't

4| leave very nuch capacity for growth at that point,

5| correct?

6 A Does not leave -- right. For that anount of

7| firmcapacity that they have contracted for in the

8 | sumer, that's correct.

9 Q Al right. And so once we hit those -- hit

10 t hat nunber, we have the 14,000 hones, for exanple, you
11 | would agree they've got to tie into Sabal Trail being

12| the nost likely tie-in to get nore gas?

13 A No, | would not agree.

14 Q Ckay. And, at the sane tine, when these

15 | devel opnents get filled in and people start living in

16 | them is it generally your experience that you start to
17 | get commercial load all in this year?

18 A Yes.

19 Q And the commercial |oad woul d be a bi gger draw
20 | off of the gas than the residential |oad?

21 A It is typically, yes.

22 Q Ckay. So when we just tal k about the nunber
23 | of hones that are comng in, that's really the smaller
24| itemin terns of what the overall gas usage is, correct?
25 A | woul d have to specul ate because | don't know

Premier Reporting Reported by: Dana Reeves



6/26/2019 Peoples Gas Systems

Hearing proceedings before: Judge Early - Volume 5 699
1| the type of conmercial specifically.
2 Q But in general terns, generally the comerci al
3| is going to a bigger driver of use?
4 A Yes, that's correct.
5 Q So when we tal k about the 700 decat herns for
6| the 14,000 hones, that doesn't include what the
7| commercial growh at that point is going to be?
8 A That's correct.
9 Q And if we saw -- let's say that there was
10 something like a -- well, what does a restaurant, for
11 exanpl e, draw on?
12 A On a daily basis?
13 Q Yeah.
14 A It depends on the type of restaurant. Are you
15 | tal king about a Burger King or a Red Lobster or a
16 | Charlie's Steakhouse? They're all restaurants. They
17 | all use different anmounts.
18 Q Vll, | think there's been a | ot of discussion
19 | about -- what would you say is the average residenti al
20 | wuse?
21 A Per day?
22 Q Yes -- or per year. Per year.
23 A For these Villages custoners?
24 Q Yeah.
25 A My understanding is they don't have furnaces
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1| inthere. So | would say that their average typical use
2| would be about 200 therns or 20 decatherns a year.

3 Q And in general what is -- | nean, just give ne
4| an idea what a Burger King uses per year?

5 A They use about 5,000 therns or 500 decat herns
6| per year.

7 Q Al right. And so if, in other words -- let

8| me try to get this down here. GCkay. And then what

9| would be other commercial -type establishnments that woul d

10 | use a lot of gas?

11 A Besi de restaurants?
12 Q Yeah.
13 A Hotel s, hospitals, you know, those types of

14 | entities, dry cl eaners.

15 Q And what does a typical hotel use?

16 A | don't know that there is a typical hotel,

17 | but they probably would use in the nei ghborhood of 1,000

18 | decatherns a year.

19 Q Al'l right. 1,000 decatherns?

20 A Correct.

21 Q Not 200 therns, 1,000 decat herns?

22 A Right. I'mtrying to keep it all in

23 | decatherns. Residential is 20 decatherns. The Burger
24| King is 500 decat herns, because the pipeline capacity is

25 I n decat her ns.

Premier Reporting Reported by: Dana Reeves



6/26/2019 Peoples Gas Systems

Hearing proceedings before: Judge Early - Volume 5 701
1 Q kay. Al right. So, in other words, if we
2| add -- so if we add a couple hotels, we add a few Burger
3| Kings, we're now equal to the anmpbunt of potential demand
4| that's equal to hundreds of houses?

5 A Correct.

6 Q So when we tal k about the 700 decat herns of --
7| for the 14,000 hones, that's really the smaller nunber
8| in ternms of what the overall demand in that area is

9| going to be?

10 A That coul d be very true.

11 THE COURT: Let me nake sure | have this -- |
12 have the nunbers straight. So a hone, 20

13 decat her ns?

14 THE W TNESS: Correct.

15 THE COURT: Fast food restaurant, 500 or

16 5, 000?

17 THE WTNESS: 500 decat herns per year.

18 THE COURT: So Burger King is equal to 25

19 houses?

20 THE W TNESS: Correct.

21 THE COURT: Hotel 1,000 decatherns a year.
22 That's 50 houses.

23 THE WTNESS:. Fifty.

24 THE COURT: So it wll be 25 -- okay.

25 BY MR BROMWN:
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1 Q And so if we, for exanple, we had 14,000 hones
2 and we had, you know, ten fast food restaurants and a
3| couple hotels, we're well above the anount of avail able
4 | capacity for growh, certainly in the sumer on your
5| chart, correct?

6 A We're above the firmcapacity contracted for
7| by Leesburg in the summer nonths. That is correct.

8 Q And so sonewhere they have to get nore gas

9| fromsonewhere, whether it's Sabal Trail or FGT or

10 | whonever.

11 A Yes.

12 Q Ckay. Now, let ne go onto this article and
13| let ne go down further where it says -- the third

14 | paragraph. |t says the contract specifies that The

15| Villages is responsible for the construction of all

16 | conponents of the natural gas infrastructure at their
17 | cost, including setting the neter and regulator. And
18 | then it says, well, once conpleted and tested, The

19 | Villages then turns the systemover to Leesburg to

20 | operate and nmaintain in exchange for part of the

21 | revenues generated by custonmers within The Vill ages

22 | community.

23 So, in other words, is what you're saying that
24| The Villages turns this over to Leesburg for a tine and
25| then essentially they're contracting out the O&W?
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1 MR, WHARTON: (Cbj ection. Your Honor, you said
2 t he connection was enough, but we've established
3 this article wasn't even witten by himand now
4 we're using it to back --

5 THE COURT: | don't need a speaki ng objection.
6 I'"'mgoing to sustain the objection. | think

7 we're -- again, the agreenent's going to speak for
8 itself unless | have nore information about this.
9| BY MR BROM:

10 Q Let me go to the next paragraph. It says, in
11 | order to ensure a reliable and safe service to the

12 | custoners wthin The Villages, Leesburg is constructing
13| a newinterconnect to the city gate station with the

14 | Sabal Trail pipeline.

15 So the article, at |east that you approved and
16 | sent to M. Rogers, says that the interconnect with

17 | Sabal Trail is to be able to serve the custoners in The
18 | Villages, correct?

19 A It says in order to ensure reliability. It
20 | doesn't say to provide reliability. To ensure. It

21| already exists. This isn't -- this just would ensure
22 I t.

23 Q Let me go to Exhibit 37, sir. And if you

24 | could see that, this is an email that |ooks |ike that
25| you sent to Jack Rogers and it includes an updated
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1| spreadsheet. Do you see that on the first page?
2 A Yes.
3 Q Was this one of the analysis that was done --
4| was this one of the analysis that was done by you to
5| kind of analyze what the cost would be and what the rate
6 | structures would be?
7 A Yes, it is.
8 MR, MOYLE: | renew ny objection. It's beyond
9 the scope of the direct. And | asked this wtness
10 here, | brought himhere, and he's tal king about
11 the capacity of gas can serve the |load. And now
12 M. Brown wants to get into business terns and all
13 ki nds of --
14 MR. BROWN: Well this is --
15 MR. MOYLE: -- beyond the scope of direct.
16 THE COURT: Hang on a second.
17 MR. WHARTON: W j oi n.
18 MR. BROMN: He tal ked about the difference --
19 " msorry.
20 THE COURT: Al right. M. Brown, you want
21 to -- | have an objection. Do you want to add
22 anything to the -- you sound |ike you're ready
23 to --
24 MR. BROMN: Yeah. He tal ked about conparing
25 rates and this sinply -- all I"mpointing out is
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1 that this was a conparison. | just want to nove

2 this in -- I'"mnot going to ask him anything

3 further about it.

4 THE COURT: Well, | don't think he actually

5 tal ked about rates. The only thing he tal ked about

6 was the bare cost of gas supply of Leesburg, 354

7 decat hernms, PGC, 10 bucks. That's the only thing I

8 have in ny notes, and | try to be conprehensive,

9 that tal ks at all about cost. And this was clearly
10 a rate-cost analysis. So I'mgoing to sustain the
11 objection. It's beyond the scope of direct.

12 | BY MR BROMWN

13 Q Let ne direct you, sir, to Exhibit 30. And

14| this is an email chain between -- | think it starts with
15| Jack Rogers. It goes to Fred Mrrison and then goes to
16 | you. | think you' re copied on all of these. And let ne
17 | just direct you to the -- your response to M. Morrison
18 | on January 3rd, 2018. And if | go No. 4 and go to |ast
19 | couple of sentences there. It says: Because Peopl es

20| Gas distribution systemis so close and The Vill ages has
21 | used thempreviously, it would be relatively easy for

22 | The Villages to connect to Peopl es and di sconnect from
23| the city at any point in the future. 1In order to get

24| and retain the contract, this is what the city has to

25| agree to, to win the deal.
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1 And this discussion, if you go through the
2 email, is a discussion about the fact that there is
3| concerns that Leesburg is going to be paying noney over
4 | and above what it costs for the value of the
5| infrastructure. And so ny question is, when you said
6| this, is what you were saying to M. Morrison, the
7 | outside counsel for the city, that they were going to
8 | have to pay nore than the investnent anount, because
9| that was only way to get the business with The Vill ages?
10 MR, MOYLE: (bject; beyond the scope of
11 di rect.
12 MR, WHARTON:. Sane objection.
13 THE COURT: M. Brown, how does this tie
14 into -- because, as | heard, this w tness'
15 testinony, he was testifying as capacity and
16 reliability of service and not to cost. So how
17 does this tie into anything | heard on direct?
18 MR BROMN: It ties in in the sense that he
19 has -- this man was intimately involved in this
20 whol e negoti ati on.
21 THE COURT: | understand he was in -- he may
22 have been involved, but he was asked specific
23 guestions on -- he's not your witness. Had you
24 listed hi mas your wtness, you could have asked
25 hima lot of different questions, but you didn't.
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1 So what I'mdealing with is direct testinony. How
2 does this tie into direct?

3 MR BROWN:  Your Honor, | think it just -- in
4 an overall sense of this whole -- the whole

5 situation with the gas situation, | think it ties
6 in that way.

7 THE COURT: |'mgoing to sustain the

8 obj ecti on.

9 MR. BROWN: | have no further questions, Your

10 Honor .

11 THE COURT: M. Myl e.

12 REDI RECT EXAM NATI ON
13 BY MR MOYLE:

14 Q | just want to follow up on the -- | don't
15| know that it was a specific type of -- because there was
16 | a lot of |ooseness with respect to hotels and different
17 | things, but you were asked generally, | think, assune
18 | that there was |oad that mathematically went beyond the
19 | avail able capacity for growh, | think particularly in
20 | those sumrer nonths. And | wanted to follow up and say,
21| if that happened, what would you do to deal with that?
22 A Yes. So the pipe that FGI has that provides
23 | service to the Haines Creek and the Leesburg Station is
24| a certain dianeter-size pipe. | believe it's four-inch
25| pipe. It's that size year-round. |It's operated at the
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1| same pressure year-round and so the total anount of

2| capacity in that lineis 7,000 -- firmcapacity, 7,000

3 | decatherns a day year-round. The city is only

4| contracted for 2,795 decatherns a day of that capacity

5| in the sumer nonths, but they have full utilization,

6| all the way up to 7,000. Al | have to do is nove

7 | capacity from another nenber to Leesburg's point in

8 | those nonths and it's there and | can -- Leesburg can

9| use upto a full 7,000 decatherns a day every day of the
10 | year off of FGI, regardless of what they' ve contracted
11| for. And that's nore than enough to serve any potenti al
12 | | oad that's under discussion here today.

13 Q And that assunes the discussion here today,

14 | M. Brown's hypothetical, right?

15 A Yes. It would cover anything conpleted by The
16 | Villages in this section that's in dispute.

17 Q Al'l right. And then The Villages is served by
18| a lateral, correct?

19 A Correct.

20 Q Tell the Judge what a lateral is.

21 A So Florida Gas Transm ssion has what they call
22 | mainline facilities. These are big dianeter pipes,

23 | 36-inch, 42-inch, 30-inch pipes that carry the bul k of
24| the gas into the state. To get it fromthe mainline to
25| where it needs to be delivered to, i.e., Leesburg, or
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1| any other city, they run a smaller dianeter pipe,
2| usually at alittle bit |ower pressure. The mainline
3| pipes run about 1,200 pounds per square inch of
4| pressure. These laterals tend to run, sone of them as
5| high as 900 pounds, sone of them 763 pounds, because
6| they're smaller dianeter, they want in nore popul at ed
7| areas, et cetera. And so the -- while the mainline for
8| Florida Gas Transmi ssion is fully subscribed, not every
9| lateral is fully subscribed for these kinds of reasons.
10 | And so even though Leesburg doesn't contract for all of
11| the capacity on that lateral in the sumrer nonths, it
12 | has access and sole access to that capacity in those
13| nonths. No one else can use it.
14 Q And when you say sol e access, why is that?
15 A There are no other custoners on that |ateral,
16 | so there are no reason and no ability for anyone else to
17 | schedul e gas there, because they have no custoner to
18 | serve. |If they attenpted to, the pipeline would say,
19| wait a mnute, you can't schedul e there, you don't have
20 | any custoners.
21 Q And doesn't that work to the econom c benefit
22 | of Leesburg, because you got to pay nore for firm
23 | capacity?
24 MR. BROMWN: Leadi ng.
25 THE COURT: Overrul ed.
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1 THE WTNESS: Yes. |In essence what --
2 Leesburg has nmade a very smart busi ness deci sion
3 here and only contracting and paying for a portion
4 of the capacity in the summer nonths when it, in
5 fact, has access to all of that capacity on the
6 | at eral sunmer nont hs.
7 MR. MOYLE: Thank you. That's all | have.
8 THE COURT: Al right. Thank you, M.
9 Geof froy.
10 Al right. It's ten after 12:00. Wat's your
11 pl easure? Do you have one nore wtness?
12 MR MOYLE: W have one nore w tness today,
13 M. Disnmukes. | think he'll be pretty |engthy.
14 I'd prefer that we take a break and continue after
15 l unch. And also | have M. Mses. W' ve already
16 agreed he'll be taken out of order.
17 MR. BROMN: | would have a notion about M.
18 Di smukes, but | don't know if you want to take them
19 up now or after |unch.
20 THE COURT: Well, let's take them up when he
21 wal ks in the door -- well, no. Let's take themup
22 now and see if -- what's the notion, M. Brown?
23 MR. BROWN:  Your Honor, we had filed
24 previously in this case, we had filed a notion to
25 stri ke experts on the grounds of being redundant.
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20

21

22

23

24

25

And M. Disnmukes is going to be conpletely

redundant to all the testinony of M. Garcia. They

are both listed as experts and | -- well, let ne
back up.
THE COURT: | think I read M. D snukes' nane

in M. MCee's deposition, as well.

MR, BROMWN: Yes. And you'll hear M. MGCee's
name if M. D snukes testifies, but, beyond that,
Your Honor -- and | don't -- Your Honor is well
aware of the cases tal king about redundant experts,
and they were in our notion and | don't want to
have to necessarily go through those, unless Your
Honor wants to see sone, but what we have is -- is
that M. D snukes, when | took his deposition --
this is on Page 17, said line -- it's around 9.

Are you essentially offering -- going to offer
opi nions as to how the Judge or the PSC shoul d
interpret these statutes and rules in order to
adjudicate the territorial dispute? Answer: |
will froma policy perspective, not froma | ega
per specti ve.

Question: Wen you say froma | egal
perspective, what do you nean by that?

Answer: Just based on ny professional

experience offering advice as a policy expert and
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1 as an expert witness in regulatory matters that
2 require ne to offer, often offer, policy positions
3 on |l aws and statutes, both at the state and federal
4 | evel .
5 Question: So when we tal k about when you say
6 you're going to do it froma policy perspective and
7 not a | egal perspective, are you saying that you're
8 not going to attenpt to determ ne what factors that
9 are set forth in Florida Statute and regul ati ons

10 that should be applied to the case?

11 Answer: |'mgoing to outline the ones

12 associated with the statutes that are relevant to
13 the dispute and the analysis |I've done relative to
14 how t hey' ve been addressed.

15 That's essentially what M. Garcia just did.
16 | nmean, he got up here and tal ked about what the

17 policy should be. He talked about the nature of

18 conpetition, the nature of regulation, how

19 muni ci pals are dealt wth.

20 THE COURT: | heard it.

21 MR, BROMN: And that's what M. Disnukes is

22 going to cover.

23 THE COURT: Let nme hear from M. Myl e.

24 M. Myle, how does M. Disnukes there --

25 either intrude into nmy ability to apply the | aw,
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1 which, as | said -- | nean, |'ve allowed sone of it
2 to go. | understand experts have the ability to
3 ki nd of cross over that divider, but it does sound
4 fromthat description that it would be somewhat
5 simlar to Comm ssioner's Garcia's testinony.

6 Where is he going to differ?

7 MR, MOYLE: Well, | think -- he's done a

8 report. | nmean, | think you would be benefited by
9 taking a ook at the table of contents, |ike you
10 did wth M. MGee, what M. D snmukes has done.

11 THE COURT: Wich it says -- is this his

12 report?

13 MR, WHARTON: While they're | ooking for that,
14 Judge, is this a notion to dismss all of his

15 testinony?

16 THE COURT: | think this is a notion to strike
17 the --

18 MR. WHARTON: The wi tness?

19 THE COURT: The wi tness as bei ng redundant,

20 not as being --

21 MR, VWHARTON: Just that part of it?

22 THE COURT: -- on purposes of |ack of

23 expertise or anything el se, but just as cunul ative.
24 And there is language in 120 that --

25 MR WHARTON: And | don't disagree with that,
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1 but it's not -- it's not about part of the
2 testinony, apparently it's about all of it?
3 MR. MOYLE: So what M. Disnukes has done, he
4 has -- his expertise. He's worked for the PSC
5 He's been around the block a long tine. Wth
6 respect to the criteria that are in the rule and
7 that are in statute, he's gone through and | ooked
8 at themin a conpare-contrast manner. And M.
9 Garcia got up here and said, |I'mnot a fact guy,
10 I'"'mnot a fact w tness.
11 What M. Disnukes has done is he's | ooked at
12 facts and gone through -- he has exhibits that M.
13 Brown has not objected to. Those are already in
14 the record, the exhibits are in the record, and now
15 you have a report where he's gone through and
16 saying, here's what | did to aid the Court with
17 respect to an analysis. |If you have the criteria,
18 it goes through --
19 THE COURT: Here's what I'mgoing to do. |I'm
20 going to -- | take it there was a notion in |imne,
21 which |'mnot --
22 MR BROMW:. W filed a notion to strike
23 expert -- at one point they had three policy
24 experts. W're also going to hear another from
25 SSGC. | nean, there's going to be no shortage of
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22
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25

t hese.

THE COURT: All right. I'mdoing to deny the
nmotion, but I will, on ny own volition, nmake nmy own
notion if | start hearing stuff that |'ve heard
before. So maybe over |unch you can speak with
your w tness and focus your questioning to things
that are -- that | haven't already heard. W're
really getting solidly into policy that | already
heard from both Conm ssi oner Deason and
Conmmi ssioner Garcia. |'msatisfied with the
various policy ram fications on -- from both sides.
So | don't really need to hear that again. So if
it gets to be cunulative, I'"'mgoing to junp in at
sone point. As long as we keep it fresh, I'mfor
it.

Al right. It's a quarter after 12:00. You
all looking for an hour and fifteen m nutes? That
seens to be standard at this point.

Al right. W'Ill reconvene at 1:30.

(Wher eupon, the proceedi ngs were recessed for

unch hour and resune in Vol une 6.)
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