FILED 9/14/2020
DOCUMENT NO. 06717-2020
FPSC - COMMISSION CLERK

1 BEFORE THE
FLORI DA PUBLI C SERVI CE COW SSI ON
2
3
4
In the Matter of:
5 DOCKET NO.  20200093- QU

6 Petition for approval of
tariff nodifications for

7 liquified natural gas
servi ce by Peoples Gas
8 System
/
9
10
11
PROCEEDI NGS: COW SSI ON CONFERENCE AGENDA
12 | TEM NO. 12
13 COW SSI ONERS
PARTI Cl PATI NG CHAI RMAN GARY F. CLARK
14 COMW SSI ONER ART GRAHAM
COMWM SSI ONER JULIE |. BROWN
15 COWM SSI ONER DONALD J. POLNMANN
COMM SSI ONER ANDREW G LES FAY
16
DATE: Tuesday, Septenber 1, 2020
17
PLACE: Betty Easl ey Conference Center
18 Room 148
4075 Espl anade Way
19 Tal | ahassee, Florida
20 REPORTED BY: DEBRA R. KRI CK
Court Reporter and
21 Notary Public in and for
the State of Florida at Large
22
PREM ER REPORTI NG
23 114 W 5TH AVENUE
TALLAHASSEE, FLORI DA
24 (850) 894-0828
25
114 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com

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



1 PROCEEDI NGS

2 CHAI RVAN CLARK: All right. Next itemup is

3 [tem No. 12. M. Futrell, wll you introduce the

4 item please?

5 MR, FUTRELL: Good norning, M. Chairman and

6 Conmi ssi oner s.

7 ltem 12 is staff's recomendati on to approve

8 Peopl es Gas Systemi s petition for approval of a

9 liquified natural gas service tariff. LNGresults
10 froma process that cools natural gas in a gaseous
11 state to negative 260 degrees Fahrenheit, which

12 causes the gas to condense into a |iquid.

13 Peopl es states that the LNG market is

14 expandi ng, especially in the maritine,

15 transportation and railroad industries, and that

16 this tariff would allow the conpany to neet grow ng
17 gas needs.

18 Under this tariff, Peoples would enter into an
19 agreenment with the custoner to construct and

20 operate an LNG facility for the purpose of

21 providing that customer with liquified natural gas.
22 A custoner enrolled in this tariff would pay

23 Peopl es' applicable rates, clauses, riders and

24 taxes, along with a nonthly services charge, which
25 woul d be cal cul ated based on Peopl es' gross
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1 investnent in the LNG facilities. The contract
2 woul d require all capital and operational costs to
3 be borne by the custoner through the nonthly
4 services charge, and fully satisfied wthin the
5 termof the contract.
6 Peopl es Gas, Eagle LNG Partners and the Ofice
7 of Public Counsel would like to speak on this item
8 Staff is available for questions.
9 CHAI RMAN CLARK: Al'l right. Thank you, M.
10 Futrell.
11 kay. We will begin with Peopl es Gas.
12 M. Brown, are you avail abl e?
13 MR. BROMWN. Yes, M. Chairnman, thank you.
14 Andy Brown here fromthe |aw firm of
15 Macf arl ane Ferguson. | am here with Luke Buzard,
16 Vi ce- President of Regulatory, Tim O Connor,
17 Vi ce- Presi dent of Business Devel opnent, and Kandi
18 FI oyd, Manager of Regul atory.
19 And | would just like to give sone brief
20 coments just to kind of frame this issue and ki nd
21 of give alittle bit of the history of the
22 i nvol venent and address, | think, the two nmain
23 questions that the -- the Commi ssion |ikely has
24 concerning why it should be -- this should be done
25 in a regulated fashion, and why there is -- and --
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1 and whether there is any subsidization by the
2 general body of ratepayers.
3 One of the things that we have |learned in
4 going through this process is that people seemto
5 have their own initial reaction and understandi ng
6 to LNG and the LNG market. And because of that, we
7 are particularly grateful for the staff for taking
8 the time that they have taken on this issue. They
9 have i ssued data requests. W've had neetings, and
10 they have taken the tine to understand the details
11 of what Peoples is asking pernission to do, as well
12 as understanding the LNG markets and the specific
13 sort of nuance aspects to the LNG narkets.
14 | would also point out that in the neeting
15 that was held by the staff at which OPC and Eagl e
16 was present, Eagle LNG s concerns were all raised
17 at that neeting, and they have all been consi dered
18 by the staff in reaching their recommendati on.
19 | would also point out that Eagle is not an
20 actual party in this case. They did not intervene,
21 but they are an interested party. And what that
22 means is they did not subject thenselves to
23 di scovery, and so there has been no opportunity to
24 really determ ne the specific nature of their
25 busi ness and, in particular, the type of narket
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1 that they were in and plan to be in.
2 Let ne talk a little bit about who you Peopl es
3 kind of got into this LNG worl d.
4 This is not a situation where Peopl es one day
5 decided we are going to get into LNG and we are
6 going to suddenly go out there and beat the bushes
7 and find LNG custoners. |Instead, what happened is
8 t hat Peoples, over tinme, has been contacted by a
9 nunber of custonmers in a nunber of different
10 i ndustries and different devel opnment contexts who
11 have requested Peopl es provide LNG service for
12 t hei r busi ness.
13 Now, we are not in a position to be able to
14 name the nanes of who these people are because of
15 confidentiality and -- and -- concerns, and
16 conpetition concerns, but those nanes have been
17 made available to staff in responding to discovery,
18 and to the OPC. But what | can tell you is that is
19 in a variety of contexts.
20 There are custoners -- potential custoners
21 t hat have approached Peoples to get in the LNG
22 busi ness -- to have Peopl es provide LNG service so
23 that they can fuel fleet vehicles, for exanple,
24 with liquified natural gas. There have been rail
25 concerns that have approached Peoples wanting to
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1 fuel rail loconmotives with LNG There have been
2 various types of on-site storage applications where
3 Peopl es has been approached by a nunber of
4 di fferent industries and custonmers who have asked
5 Peopl es to produce and -- and build an LNG storage
6 facility. And these can be used for -- for power
7 generation on a variety of scales. These can be
8 used for -- well, to store -- to have access to
9 natural gas at various times and -- and the
10 custoners, for exanple, would otherw se have to
11 have coal pile or an old boil-fired oil tank to
12 deal with an oil-fired generator.
13 And there has al so obviously been the maritine
14 mar ket, which has been the nost, kind of the nost
15 commonly thought of when people think of LNGis the
16 maritime market, and that is certainly a
17 significant potential market, given the recent
18 changes that have happened from an environnenta
19 per specti ve.
20 But it is inportant to understand that this is
21 customer driven. And the next inportant thing to
22 understand is that Peoples will not be building LNG
23 facilities on spec. Wat Peoples is asking for
24 perm ssion to do is to respond to custoner demand,
25 and when a custoner cones and says, we would |ike
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1 you to build an on-site LNG facility so that we can

2 fuel vehicles oursel ves, our own vehicles, at that
3 facility, Peoples wants sinply to have the right to
4 be in that business.
5 And so what -- what -- the way Peopl es has set
6 this up is they are not going into the retail sales
7 busi ness. In other words, Peoples is not going to
8 build an LNG facility and then sell gas on a
9 volunetric basis based on sone sort of tariff that
10 is trying to set a volunetric price for natura
11 gas. Instead, what Peoples is doing is when a
12 busi ness cones to them-- and we wll just call it,
13 you know, business X, and they say we want you to
14 build us an LNG facility so we can fuel our
15 vehi cl es, Peoples then is -- is getting in the
16 business in a different way.
17 What they are going to do -- or what they are
18 asking permssion to -- to introduce into the
19 market is sinply to say, okay, here's how we are
20 going to do this. W are going to build you the
21 facility, and the cost of that facility is going to
22 be paid by you over tine based on a nonthly anount
23 of noney and nonthly charge. On top of that, the
24 anount of -- of return on that investnent is going
25 to be built into that nonthly fee as well as taxes
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1 as well as all of the cost associated with that

2 facility.

3 So in doing that, Peoples is not getting in

4 t he LNG business, per se, on a retail level. It

5 I's, instead, getting into a business of providing
6 this type of service for its custoners, but not on
7 a retail basis.

8 And so that's an inportant distinction in what
9 it is that Peoples is asking to do. They are not
10 getting in the open market of LNG and -- and trying
11 to sell LNGto cover the facility. The facility is

12 going to be covered when the custoners sign on to
13 that facility and when the custoners then agree to
14 pay for that facility inits entirety.

15 Now, there is obviously two nmaj or questions

16 that arise, and they are questions that the staff
17 shoul d be concerned with, and frankly the

18 Comm ssi on shoul d be concerned with, and Peoples is
19 happy to address those issues. And the first of

20 those is why does Peoples need to do this in a

21 regul ated fashi on as opposed to an unregul at ed

22 fashi on?

23 And | would say first of all, doing this

24 business in this fashion that Peoples is proposing
25 to be allowed to do is sinply a natural extension
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1 of all of its other natural gas business.

2 Peoples is in the business of providing

3 natural gas. It is in the business of providing

4 infrastructure for that natural gas, such as gas

5 pi pes, regul ator stations, conpression stations,

6 whatever it is that custoners may need. And

7 Peopl es essentially does this very thing in the

8 case of larger industrial custoners that need a

9 pipeline built out to their facility, and they --
10 they are in the gas business. That's what they do.
11 They also -- Peoples is also in the CNG

12 busi ness, which is very simlar to what is going

13 on -- what we are asking to do with regard to LNG
14 The business nodels and -- and the tariff concepts
15 are essentially the sane.

16 Peoples is also getting into the RNG busi ness,
17 which is simlar, slightly different because it's
18 taking gas. But in ternms of the structure of the
19 tariff, it is generally the sane concept, and is

20 part of the same nmenu of services that Peoples

21 offers to its custoners.

22 So that is the first reason why it is -- it is
23 reasonable for it to be done in a regul ated basis.
24 The alternative is less efficient for custoners.

25 | f Peoples has to go out and set up a separate
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corporation in some degree, then they have to have
separ ate overheads, you have to have -- you | ose
efficiency. The custoner has to deal with multiple
entities, and the reality is that the custoners
may, frankly, be nore confortable with having
Peoples do this, and that is why they have cone to
Peoples to do it.

Peoples is not asking it is sinply asking for
the Commi ssion to get involved in the regul ation of
the LNG market. It is sinply asking that it be
allowed to offer this service on a tariff basis
consistent wwth the way it handl es other types of
busi ness, such as CNG and RNG in particular.

There is also a benefit to ratepayers by
havi ng the LNG business included in a regul ated --
in aregulated format. Cbviously, when you expand
the -- the overall business, you get -- you get
econom es of scale and scope that would occur, and
obvi ously, the costs get |essened for the
i ndi vi dual general body of ratepayers.

Let me now address the issue of subsidy.

There has been a | ot of issues about whether or not
Peopl es' general body of ratepayers will be
subsi di zi ng the LNG busi ness. And again, a very

| egiti mate question that should be asked and what
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11

1 t he Commi ssion and staff should be | ooking at, and
2 t hey have investigated -- the staff have
3 I nvestigated this very well.
4 The general body of ratepayers will not be
5 subsidi zing this business. Again, this is not a
6 spec devel opnent, where Peoples is building a
7 facility that's just going to be included in rate
8 base and then is going out into the narket to try
9 to find custoners to sell LNGto. This is a
10 situation where the custoners are com ng to Peopl es
11 and saying, we know we wi Il have a need for LNG
12 servi ce.
13 For exanple, we would |ike to convert our
14 truck fleet to LNG powered vehicles, and we are
15 commtted to doing this, and so we are coning to
16 you to build the facility which we will pay for.
17 Peoples is therefore not involved in the
18 busi ness risk of LNG sonehow drives up, or -- or
19 the market goes away, which is extrenely unlikely
20 in any event.
21 The custoners that Peoples are going to -- is
22 going to be dealing with are very well capitalized
23 | arge corporations. Again, those nanes are in the
24 di scovery which is confidential. But that
25 i nformati on has been available to sone -- to a
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12

1 | arge extent to the staff and to the OPC.
2 Peopl es has, in addition, a long history of
3 dealing with these type of issues. They have been
4 i nvol ved in the CNG projects, and have -- and al so
5 have been involved in building |arge pipelines,
6 building facilities to get the gas to a particul ar
7 i ndustrial custoner that m ght include, you know,
8 conpressi on changi ng pressures, et cetera. But
9 t hey have been involved in this type of capital
10 i nvest nent and have an excellent track record in
11 terms of not running into financial problens as a
12 result of these type of investnents.
13 In this case as well, it is -- as | nentioned,
14 it is the custoners that are contracting with
15 Peoples that deal with -- that will have to dea
16 with any short-termdownturn in the -- in the LNG
17 business. And it's really not even a short -- it's
18 really -- they are not even involved in the overall
19 LNG business. All it really is is that for those
20 custoners, they are sinply making a decision to
21 switch to LNG
22 Now -- so they are not really even affected by
23 the market for LNG because they have made a
24 busi ness decision to make that switch. They are
25 going to be entering into long-termcontracts with
114 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com

Premier Reporting

(850)894-0828 Reported by: Debbie Krick



13

1 Peopl es, and -- and they certainly have the
2 financial ability to nake the paynents on those
3 contracts.
4 But in addition, Peoples' corporate governance
5 wi || cause Peoples to require financial guarantees,
6 letters of credit, security agreenents, whatever it
7 Is that Peoples feels is necessary in order to
8 provi de for those custoners, and provide financial
9 security for the conpany.
10 There has been sone di scussion of whether --
11 what happens if one of these conpani es goes
12 bankrupt? | would say given who we are talking
13 about, that is extrenely unlikely. And -- and even
14 i f sonme conpany, for exanple, who said we want --
15 we want an LNG to power our vehicles ran into sone
16 sort of financial trouble, there is a lot of things
17 t hat happen along the way. Assets get sold.
18 Peopl e buy -- buy those assets. They continue
19 contracts. Even a bankruptcy woul d not nean that
20 Peopl es woul d not be paid, but again, | would say
21 that is extrenely unlikely.
22 Even if it happened, Peoples would have to go
23 belong its -- its range of earnings. |t would have
24 to go before the Comm ssion to petition the
25 Comm ssion to change its rates to adjust for that.
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14

1 And t he Conmm ssion would have the opportunity to

2 review any Peoples' investnents in the LNG market

3 and determ ne whether those were prudent at the

4 time.

5 There has al so been sonme suggestion that

6 Peopl es could potentially underbid conpetition and

7 shift that cost to the ratepayers. | would point

8 out that that has sinply not happened in other

9 context where Peoples is in a sim/lar business.

10 Most specifically, in the CNG narket, there are

11 approxi mately 58 CNG stations throughout the state
12 of Florida. Peoples is in contracts for three of
13 t hose stations.

14 | f Peoples was in the business of trying to
15 corner a market and undercut conpetition, you would
16 see them having done that in the CNG market so that
17 they could obtain a -- a nuch wi der share of the
18 mar ket in CNG and Peoples sinply hasn't done that.
19 There is nothing in the conpany's history to

20 suggest they would do that.

21 And again, if -- even if they did that, the
22 only way they could be passed to general body of

23 ratepayers is if it were approved by the

24 Comm ssion, and it would be fairly obvious if

25 Peopl es were building facilities at below cost in
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order to get into the market.

So | tal ked about as long as | can, but |
think it's inportant just to understand the
framework of where we are and what Peoples is
trying to do, and understand a | ot of those
details. As | nentioned, that we have people here
that are available to answer questions, and | thank
you for your tine.

CHAI RMAN CLARK:  Thank you, M. Brown.

Ms. Morse, OPC.

M5. MORSE: H there. Can you hear ne well?

CHAl RVAN CLARK: Yes, we can hear you.

M5. MORSE: (Ckay. Good norning,

Comm ssioners. This is Stephanie Mrse for the
O fice of Public Counsel, so thank you for the
opportunity to comrent.

OPCis -- is concerned that the proposed
tariff results in too nuch financial risk to the
general body of ratepayers, and inproperly puts
ratepayers in the role of insurers if the
projections for the LNG facilities and rel ated
contracts don't pan out.

The evidence indicates that custoners will, in
fact, pay through their rates for certain costs

related to the proposed LNG schene, and they al so
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1 have to provide paynent in the event of any
2 shortfalls.
3 Al the evidence shows that the utility could
4 achieve its plan to operate these LNG facilities in
5 the unregul ated sector. The main conpelling reason
6 to have a tariff -- a tariff in place is to have a
7 general body on standby to cover the risk.
8 OPC i s concerned about the information we
9 recei ved about the tariff over time. Oiginally it
10 was represented there would be no risks to the
11 non- LNG custoners as the tariff design assures any
12 new LNG facilities would effectively operate
13 separately through the rates paid by the genera
14 body of ratepayers because the custoners on the
15 ot her contracts for these LNG facilities would pay
16 all the costs and the revenue requirenents.
17 But after repeated questioning, the -- the
18 risk to custoners were reveal ed, and the story went
19 fromno cost to the general body to it's now
20 unlikely that a default or other circunstance woul d
21 occur such that the general body would be forced to
22 pay the LNG costs. Thus, the undisputed fact is
23 that the general body of PGS s ratepayers wl|
24 shoul der all the risk in this proposal.
25 Then still later it was revealed in the recent
114 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com
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1 August 21st deposition of PGS s w tness that
2 busi ness devel opnent expenses for the subject LNG
3 facilities would be included in the general body's
4 future rates, and could not be backed out if those
5 expenses survived the pending rate case. This
6 testinony -- this testinony occurred after the
7 staff's recommendati on had al ready been publi shed.
8 Additionally, the discovery and deposition
9 reveal ed that the assurance on what woul d happen in
10 the purportedly unlikely event of an LNG custoner's
11 default is not quite as sinple as originally
12 presented. Because each LNG facility wll be
13 custom zed for the particul ar custoner, or
14 custoners, who contract for it, it may not be
15 feasible for another custoner to sinply cone in and
16 take over the contract. So this factor increases
17 the risk that the general body of ratepayers wll
18 eventual ly be on the hook for any shortfalls in the
19 utility's plan and any stranded assets.
20 So the evidence shows that certain costs for
21 the LNG services would, in fact, be enmbedded in
22 base rates, and could not be allocated fully to the
23 contract and the utility's -- or contracts with the
24 utility's prospective LNG custoners.
25 Conmi ssioners, as we know all too well, the
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1 world is currently in an econom ¢ downturn that no
2 one foresaw or projected a year ago. Now is not
3 the tine to force nore unnecessary risks on PGS s
4 general body of tax -- ratepayers, where they are
5 already in the mdst of suffering the consequence
6 of a gl obal pandem c.
7 There is no assurance that a credit worthiness
8 review or simlar neasures regarding the proposed
9 LNG custonmers woul d avoid a worst-case scenario for
10 t he general body of custoners. And frankly, we've
11 seen in the news repeatedly lately, you know, a
12 nunber of conpanies that no one ever thought woul d
13 go bankrupt have, in fact, gone bankrupt.
14 So today's unquantified references to
15 potential benefits from econom es of scale do not
16 out wei gh the risks and potential cost to the
17 general body of ratepayers in this docket,
18 especi ally when you consi der that PGS can achi eve
19 its plan to operate these LNG facilities in the
20 unregul ated sector with no harmor risk to its
21 rat epayers.
22 If, as PGS has attenpted to portray inits
23 proposal, it would be paid entirely from new
24 custoners who specifically contract for the LNG
25 service, you have to ask yourself PGS why, then,
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1 woul d you need to burden the general body of tax --

2 r at epayers?

3 It is it appears nore protections are needed

4 to ensure that the regul ated natural gas custoners

5 are not forced to subsidize the utility's proposed

6 LNG activities.

7 Additionally, the utility has stated this

8 tariff requested simlar its previous tariff for

9 RNC and CNG however, both the LNG technol ogy in

10 this tariff are -- are different in material ways,
11 such that a direct conparison actually fails. The
12 cost and scope of the proposed LNG facilities seens
13 to be nmuch greater. Moreover, the global econony
14 is far different nowthan it was in 2017, when you
15 I ssued previous orders on those other technol ogies.
16 Ri ght now, the natural gas and LNG nmarkets are
17 in the time of marked volatility. There is an

18 oversupply of LNG on top of decreased demand, and
19 i ndustry anal ysts don't see a likelihood for a

20 qui ck rebound for LNG The prices are out of

21 whack, and in sonme places it costs nore to produce
22 than the market price. Due to the volatility, no
23 one knows what wi |l happen in the years to cone.

24 So in sunmary, the utility should ganble with
25 its own noney, not with that of the general body of
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1 ratepayers. And if the plan is such a sure then,
2 the utility shouldn't hold it over the general
3 body's head in the first place, especially during
4 the uncertainty of the current econom c crises.
5 Sinply put, this activity belongs in the
6 unregul ated sector of PGS s business.
7 And finally, we note that the indications on
8 the case law are a protest period after today's
9 deci sion. However, we -- we -- we are seeking
10 clarification on the circunstances of the
11 substantially affected party's ability to request a
12 heari ng should the tariff be approved today.
13 And for the record, if the post-agenda
14 procedures are, in fact, in any way different or
15 I nconsistent wth the case law or with the
16 opportunity for an evidentiary hearing before a
17 tariff goes into effect, OPC objects to that.
18 So thank you for your consideration of this
19 matter, and that concludes our coments.
20 CHAI RMAN CLARK:  Thank you, Ms. Mbrse.
21 Before we go, M. Myle, | -- M. Mrse, |
22 woul d i ke -- you made a couple of statenments there
23 at the end that | think caught our attention.
24 Coul d you repeat your objections? | amlooking to
25 Ms. Helton for some direction here.
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1 M5. HELTON: | woul d appreciate you asking
2 her, because | am not sure that | understood her
3 obj ections either, M. Chairmn.
4 CHAl RVAN CLARK: Ms. Morse, could you state
5 your objections?
6 M5. MORSE: What we were -- yeah. Wat we
7 were drawing attention to is the fact that there
8 appeared, at least in recent days on the case |aw,
9 atim for a protest period, and -- and a
10 consummating order. So if those -- if that's not,
11 in fact, how this case would proceed afterwards, if
12 there is sone other procedure, we just want to
13 know.
14 CHAl RVAN CLARK: Ms. Hel ton.
15 M5. HELTON: Let nme nmake sure | am
16 under standi ng Ms. Morse's concerns.
17 This is a tariff recommendation, so for --
18 with all tariff recommendations, the Conm ssion
19 must give a point of entry for anyone to request a
20 hearing, and that point of entry lasts 21 days from
21 the i ssuance of the order. So anyone who can show
22 that they are substantially affected by the
23 Conmm ssion's deci sion can request a hearing.
24 Normally, in a tariff situation, you are
25 setting out a charge, and so -- or a newrate, and
114 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com

Premier Reporting

(850)894-0828 Reported by: Debbie Krick



22

1 so nornmally that new charge, or that new rate, the
2 Comm ssion -- the utility could collect that
3 subject to refund in the -- in the case of a
4 heari ng.
5 As | understand this tariff, there is no new
6 charge or newrate. So what staff's recomendation
7 is that sinply the utility could not start engagi ng
8 in this process until there was a final order.
9 Hopeful Iy answers the question or the concern,
10 M. Chairman?
11 CHAI RVAN CLARK: And at the conclusion of the
12 final order is the 21-day protest period would
13 begin, is that correct?
14 M5. HELTON: Yes, sir. |If there is no request
15 for a hearing wwthin the 21-day point of entry
16 period, then your decision -- if the Conm ssion
17 were to approve staff's recomendati on, then the
18 order woul d becone final.
19 CHAl RVAN CLARK: Ms. Morse, does that address
20 your concern?
21 MS. MORSE: Yes, M. Chair, it does. Thank
22 you.
23 CHAI RMAN CLARK: Ckay. Thank you very nuch.
24 M. Myle, you are recognized.
25 MR. MOYLE: Thank you, M. Chairnan.
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1 appreciate it.
2 It's ny privilege to represent Eagle LNG
3 Partners. They are a conpany that is headquartered
4 in Texas. They have been operating in -- in the
5 Jacksonvill e area since 2016, and they have al ready
6 i nvested approximately $100 million in their
7 Jacksonville facility, and have plans to continue
8 investing private capital in Florida as long as the
9 Fl ori da market remai ns robust and conpetitive.
10 And | have with nme today the President and CEO
11 of Eagle, Sean Lalani, and also Matt Fisher, who is
12 the Director of Business Developnent. So if any
13 guestions arise, they wll be able to address them
14 and they will be happy to answer any questions
15 that -- that you nay have.
16 M. Brown went through in detail some of the
17 points, and | have prepared remarks that wll
18 address a nunber of issues that are before you, and
19 I think that warrant consideration.
20 | -- | wanted to share with you sonethi ng that
21 this -- you know, this LNG that nmakes, | think, a
22 real significant difference from an operational
23 standpoint. You know, people talk about, well,
24 the -- the renewable tariff, or the conpressed
25 natural gas, | nean, that largely, | think, is
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1 still tied to pipes, which are the traditional way
2 of distributing natural gas.
3 But the liquified natural gas -- and your
4 staff has done a good job of explaining this in the
5 anal ysis, when you liquefy it, it -- it has the
6 ability to -- to -- when you turn it back into gas,
7 to do a lot. And you can nove it around. You are
8 not tied to the pipes.
9 There is an exanple of a beach ball, that if
10 you -- if you took the gas and liquified it, it
11 woul d -- you could put what would be in a beach
12 ball that would be the -- the gaseous state, it
13 would go into a golf ball, and so that is a gane
14 changer. It allows people |like Eagle to -- to nove
15 gas in by trucks and ot her things.
16 And | just think that before we get into
17 argunents that -- that it's really inportant to
18 note that this LNG which you all have never --
19 never had before you in terns of a tariff |ike you
20 have today, you know, it's a -- it's a mlestone
21 deci sion that you are having to nake today, and
22 Eagl e woul d -- woul d suggest that you not approve
23 the tariff, or decline to exercise your
24 jurisdiction to act on this at this point.
25 Eagle is an interested party, and there are
114 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com

Premier Reporting

(850)894-0828 Reported by: Debbie Krick



25

1 four other LNGinterest that are interested parties
2 inthis -- in this docket. And sone of the reasons
3 that we think should be considered for not acting
4 on this is that as M. Brown noted, as your staff
5 noted, as PGS noted, there is presently a
6 conpetitive market in LNG and that conpetitive
7 mar ket is grow ng and. Expanding. And granting
8 the tariff would be, we believe, anticonpetitive,
9 and send the wong signal to this existing and
10 expandi ng LNG market. It's conpetitive today, and
11 private capital is being used, and there is no need
12 to put ratepayer dollars at risk to pronote LNG
13 in -- in Florida.
14 The Comm ssion has acknow edged that if free
15 mar kets are operating, and there is conpetition,
16 that regul ation does not need to take place. The
17 free markets and the conpetition are an effective
18 regulator in a public market. And we've cited --
19 cited the reference in a letter that we sent to
20 you, and | would also just reference for the
21 record, you know, Order No. 93-1120.
22 The Public Counsel, | think, rightly noted
23 that ratepayers are put at risk for cross
24 subsidizing the -- the efforts of PGS to get into
25 this LNG business. There are a whol e host of
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1 reasons why we think you shoul d not exercise
2 jurisdiction, and I amjust going to run through
3 those. But there is no -- no natural nonopoly or
4 captive custoners, again, because of the way that
5 LNG can be transported, by ship, by rail, you --
6 you don't have the natural nonopoly with the |ines,
7 like the electric lines, or the water |ines, or the
8 gas lines. So that is -- is a significant factua
9 di fference.
10 And as OPC noted, it appears that
11 cross-subsidization is already -- already taking
12 pl ace, because PGS is out knocking on doors, and
13 havi ng | egal research done, having engi neering
14 research done, and all of this is presently being
15 paid for by ratepayers, and is part of the genera
16 over head.
17 Eagl e and other LNG conpetitors don't have
18 this ability to have their costs subsidized by a
19 general body of ratepayers, and PGS shoul d not be
20 gi ven that advantage either. | nean, at the end of
21 the day, Eagle is not concerned about -- about
22 conpetition, and wel cones conpetition, but believes
23 it should be on a level playing field, and there
24 shoul dn't be this cross-subsidization that is -- is
25 presented by you all approving a tariff and -- and
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1 saying to the regulated utility, you know, go -- go
2 conpet e.
3 A coupl e of points about the comments of --
4 of -- of PGS that, well, it's not likely to happen
5 that -- that, you know, businesses are not going to
6 be there on these |ong-termcontracts.
7 You know, we take exception with that. No one
8 has the ability to see over the horizon, nmuch | ess
9 in a business, in the natural gas business that,
10 you know, throughout all the involvenent in utility
11 cases and fuel dockets, you know, people have often
12 said, if |I could predict what the natural gas
13 mar kets are doing, | wouldn't be here today
14 testifying.
15 You know, the natural gas markets vary, and
16 it's surely sonething that if you have the option
17 to say let private capital take that risk of -- of
18 nat ural gas markets, not ratepayer dollars, that
19 you shoul d opt to have the private markets bear
20 that risk.
21 The point about |ong-termcontracts and
22 custoners. In the petition, PGS identified the
23 cruise ship industry as a potential custoner. And
24 the cruise ship industry is an inportant industry.
25 | amnot going to disparage themin any way, shape
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1 or form but they are having a tough tine as we sit
2 here today. And this is to the point that things
3 happen.
4 You know, a year ago at this time, the cruise
5 ship industry was doing well, and then the pandem c
6 hits and the cruise ship industry is not doing well
7 now. They are not operating. The plans going
8 forward are -- are checkered, and | don't think
9 peopl e know how many people will be com ng back
10 to -- to cruise ships. So that's just an exanple
11 of how things can shift and -- and turn around.
12 And again, ny client, Eagle, which is involved
13 in the LNG business, but is also a custoner of PGS.
14 They -- they take gas from PGS. They pay for the
15 gas that's taken. PGS is naking noney fromthem as
16 we sit here today; but, you know, now they want to
17 get in and conpete against them and we have real
18 concerns about that.
19 Anot her thing that canme out during M. Brown's
20 coments, you know, he -- he said that what they
21 are going to do is they are going to go in to
22 I ndi vi dual custoners and they are going to invest
23 noney, and then, you know, hopefully things will go
24 wel | .
25 Wel |, the anmount of noney that they are going
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1 to invest -- and this is in your staff

2 recommendation -- is -- is between -- they say

3 between -- staff says between 25 mllion and 100

4 mllion. You know, that was -- that was a heck of

5 a lot of noney. And if it's investnent that's

6 bei ng put on the property of a third party, who is

7 going to owmn that? |If things go south, you know,

8 how -- how does that get repurposed, reused? It

9 sounds |i ke the potential facts for a big stranded
10 cost case that would be in front of the Comm ssion,
11 and we just don't think that is in order or -- or
12 necessary, and that the ratepayers should not be
13 used as a financial backstop.

14 A couple nore points. This situation, there
15 is a cautionary tale out of -- out of British

16 Col unbi a, where there was a conpetitive LNG market
17 there, and nonopoly gas conpany there, a conpany
18 called Fortis, wanted to get in and conpete

19 agai nst -- agai nst the LNG conpani es that were

20 t here.

21 They went to the regul atory body anal ogous to
22 the PSC, and that regulatory body told them no.
23 Bad idea. W are not going to -- we are not going
24 to allow this.

25 They then went to the |egislative body, and
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1 the legislative body permtted it. And what

2 happened? The conpetitive LNG mar ket went away,

3 and al so the ratepayers, the -- the natural gas

4 mar ket went away fromthemas well. And today, the

5 rat epayers are sending noney to Fortis to subsidize

6 the effort because it's a -- it's a |osing noney

7 venture. And that could have been a different

8 deci sion, and the ratepayers woul d not have been

9 af f ect ed.

10 A couple of other points. There is no show ng
11 of a public necessity for this tariff. PGS says,
12 we would like to -- we would Ii ke to have it,

13 but -- but really there is nothing that says they
14 have to have it. You know, we've argued, and OPC
15 said, look, if they want to do that, let themdo it
16 with a -- with a nonregul ated subsi diary conpany.
17 My client is in Jacksonville. There is

18 anot her conpany in Jacksonville called JAX LNG

19 that interestingly was -- was owned by the Southern
20 Conpany partially. So that s, | think, reflective
21 that sone entities are getting into this, but not
22 t hrough their regul ated conpani es.

23 You know, Enera is free to get a conpany

24 t oget her and conpete, and Eagle woul d wel cone t hat
25 conpetition. W just have serious concerns as we
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1 are expressing about letting the regul at ed conpany
2 get in there.
3 They al so don't have any contracts in place.
4 So they have been out talking to people. There are
5 no contracts. | think they could have cone in and
6 said, here are three contracts that are conti ngent
7 on you approving the -- the tariff. There is
8 not hing there, and we just don't think it's a good
9 idea to let them as a regulated utility, get in
10 into the LNG busi ness.
11 A couple of points that | wanted to address.
12 M. Brown today, for the first tinme, made clear,
13 made the distinction that -- that they are not
14 | ooking -- that PGS is not |looking to really get in
15 and provide this LNGon a -- on a retail |evel.
16 That was a note | wote down, not on a retai
17 | evel. But ny understanding is that's what
18 regul ated nonopolies do, is that they provide
19 services that are macro nonopolies to retai
20 cust omers.
21 So they are saying, well, we are going to cone
22 in and we are going to go on the, you know, on the
23 whol esal e |l evel. That -- that was a new change to
24 me today, and | think it's a noteworthy change.
25 Let nme talk just for a m nute about conpressed
114 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com

Premier Reporting

(850)894-0828 Reported by: Debbie Krick



32

1 natural gas. They said, well, this is sort of like
2 the conpressed natural gas tariff. Respectfully,
3 we di sagree.
4 You all approved the conpressed natural gas
5 tariff for the first tinme in 1992. And conpressed
6 natural gas at that tine did not have a conpetitive
7 market like it exists today for LNG That's a
8 material factual distinction.
9 Anot her inportant material factual distinction
10 when you read the order approving the 1992 CNG
11 tariff, it says that ratepayer exposure is limted
12 to $216, 000 per year tines eight years. So maxi mum
13 rat epayer exposure, if things didn't work out, is
14 1.7 mllion,
15 Here, as nentioned, you have -- you have a
16 huge | evel of exposure. |f each potenti al
17 custoner, they are going to build a facility
18 between 25 and 100 mllion, you know, that's --
19 that's -- that's vastly different than that. So |
20 think that -- that is noteworthy.
21 The RNG i ssue, that's comng from-- from
22 landfills and from wastewater treatnent plants.
23 M. Chair, landfills -- you know, C ass
24 | andfills have -- have sonme nethane, but there are
25 not a ton of Cass | landfills. The C& landfills
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1 in the state don't collect nmethane. |It's just

2 factually vastly different, and we don't think

3 those are good reasons or conparisons for the basis

4 of granting the petition.

5 Staff suggested that, you know, that you have

6 jurisdiction under 366.021. And I am fond of

7 sayi ng just because you can do sonet hi ng doesn't

8 mean that you have to do sonet hi ng.

9 And staff, when they are having that analysis,
10 that they actually say, the Conm ssion may exercise
11 jurisdiction over Peoples' rates. They didn't say
12 they shal |l exerci se.

13 So we think that if you all are not

14 confortable with what is being presented, you have
15 the ability to decline to exercise your

16 jurisdiction today, and we would urge you to do

17 that, or to send a strong nessage and just deny the
18 tariff.

19 So to conclude, the -- this would be a

20 troubl esone chapter if -- if the tariff were

21 approved for a -- for a nunber of reasons.

22 Ri ght now, ny client gets service from-- from
23 PGS. And as a regul ated nonopoly, PGS will get out
24 and talk to them and say, can you tell us about

25 your future business plans, because we need to know
114 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com

Premier Reporting

(850)894-0828 Reported by: Debbie Krick



34

1 as we are working on our system what kind of
2 capacity to design, how nmuch -- how nuch pipe you
3 will need, where that pipe will be, and those
4 conversations are taking place. They are
5 confidential conversations, because the client is
6 provi di ng confidential information, but they
7 traditionally work because the regul ated nonopoly
8 is not directly conpeting with the custoner.
9 Here, if you approve of this tariff, those
10 conversations probably aren't even going to take
11 pl ace because there will be direct conpetition
12 bet ween Eagl e and ot her conpanies |ike Eagle
13 wth -- with PGS. They are conpeting for the, you
14 know, for the sane custoners. So that is a -- a
15 bi g change, and we think a problemthat shoul d be
16 consi dered and recogni zed.
17 So again, we don't have a probl em conpeting
18 wi th an unregul ated subsidiary, but the plan, as
19 proposed, we think is untenable, would send a bad
20 nessage, and that the Comm ssion should continue
21 and allow the markets to work, private capital to
22 be invested and decline to exercise jurisdiction at
23 this time, or deny the PGS tariff request.
24 So thank you -- thank you for the tine and
25 consi deration of the argunments, M. Chair.
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1 CHAI RMAN CLARK:  Thank you, M. Myl e.
2 Ckay. Conm ssioners, do you have any
3 questions for either of the parties?
4 Comm ssi oner Brown, you are shaking your head,
5 so we wll et you begin.
6 COW SSI ONER BROWN: Thank you.
7 | was kind of going to sit back, but there was
8 so nuch di scussion here from-- fromall of the
9 interested parties that | want to just junp right
10 on in.
11 | think the LNG business, first off, has
12 tremendous opportunity here in our state,
13 absolutely. And whether this proposed tariff is a
14 natural extension of Peoples Gas natural gas
15 busi ness, that, quite frankly, could be, naybe on a
16 whol esal e level. | have got sone questions and
17 concerns, though, that were raised by OPC and Eagl e
18 that are very valid. Really, the central point
19 that | would like to talk about with M. Brown is
20 where are the custonmer protections?
21 | think OPC raised the point that after the
22 staff recommendation -- which | was surprised --
23 actually, after reading it, | was very surprised
24 because it was based on a | ot of assurances rather
25 t han actual tangible facts. So she raised a point
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1 that -- about the revenue requirenent, and that the

2 busi ness devel opnent costs will be built into the

3 general body of ratepayers.

4 So | just want to have a discussion with

5 M. Brown about custoner protections, because |

6 don't really see any right now.

7 CHAl RMVAN CLARK: M. Brown.

8 MR BROMN: Yes. Let nme just -- there is

9 al ways going to be sone business devel opnent cost
10 in the natural gas business, and that's -- it's no
11 di fferent than busi ness devel opnent costs when we
12 are dealing with devel opers, when we are dealing

13 with residential devel opers, and when we are

14 dealing with industrial custoners.

15 So there is -- sonme of that is going to be --
16 it's always included in the business as part of

17 sort of the overhead, but I will let M. O Connor
18 kind of address that issue nore directly than that.
19 MR, O CONNOR: Ckay. Good norning, and thanks
20 for the question, Conm ssioner.

21 In terms of the custoner protections, we

22 talked a little bit about the revenue requirenent
23 al ready, and the structuring of contracts to -- to
24 provide for the recovery of that revenue

25 requi rement over the life of the contract. And so
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1 it mght be helpful if I just describe how -- how
2 we approach this, and how this would work with a --
3 with a potential custoner.
4 Just as we do with -- with a natural gas
5 pi peline extension to a large industrial custoner,
6 we go through a thorough evaluation on the capital
7 costs required to put that infrastructure in place,
8 t he ongoi ng operation and mai nt enance charges, al
9 ot her rel ated expenses, such as property taxes and
10 ot her taxes, and construct, using your typical cost
11 of service nodel, that revenue requirenent.
12 We include in that the evaluation of the
13 counter-party within the contractual terns that we
14 woul d seek to provide us confort that that revenue
15 requi rement and the paynents wthin the contract
16 termw |l be net, and that those paynents wll be
17 made.
18 The contract is -- is reviewed fromnmultiple
19 perspectives. First, we go through a detail ed due
20 diligence of the counter-party. M. Brown
21 nmentioned that often these are well capitalized
22 counter-parties or custoners seeking a kind of
23 service, but we review their financial ability to
24 neet the obligations wthin the contract. The
25 result of that would --
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1 COMM SSI ONER BROMN:  If | could interrupt you.
2 Wul d t he Comm ssion, though, have the ability
3 to review that -- that information as well, since
4 you are not proposing bringing the individual
5 LNG -- and we are not talking a small anmount here.
6 W are talking 25 to 100 mllion. Wuld the
7 Conmmi ssion then have that sanme ability to review
8 the viability of the custoner since, ultimately, if
9 that custoner defaults, what woul d happen?
10 MR, O CONNOR: So as we thought about this
11 structure with this tariff, it's inportant to
12 remenber that in a default scenario -- and it's --
13 and it's good to | ook at worst case -- there is not
14 an automatic inpact to rates. So certainly, the
15 PSC can review the diligence that was undertaken
16 to -- to evaluate the financial risk with the
17 counter-party.
18 What woul d happen, directly to your question,
19 isif -- if Peoples Gas cane to the Comm ssion and
20 said, we have this downsi ze scenario materialize,
21 we are now seeking rate relief for that inpact;
22 certainly, the Comm ssion would -- would undertake
23 a very thorough analysis, and -- and it could
24 result in the Comm ssion not approving that.
25 So right away, you have that -- that assurance
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t hrough the regul atory process that already exists
that there is not an automatic inpact to rates.

The Comm ssion will sinply follow the practice that
it already has in place with the rest of our entire
busi ness, and | ook at the underlying facts, and
again, in a downsize scenario, the Conmm ssion woul d
potentially say, no you are not adjusting rates on
behal f of the general body of ratepayers. You did
not take the necessary steps to ensure protections
were in place. And so | think that's inportant to
under st and.

COW SSI ONER BROMN: | got it.

MR O CONNOR: Al right. | amsorry.

COMM SSI ONER BROMWN:  Got it. Ckay.

And irrespective of whether the inpact happens
today or tonorrow with a separate Comm ssion, a
different Comm ssion entirely, it still could have
the potential inpact on the general body of
rat epayers even though it's for the benefit of an
i ndi vi dual custoner.

And then, of course, we strive very diligently
avoi d any cross-subsidization. | think LNGis
great for our state. | think especially our
Peni nsul a state, with very limted storage

capacity, but -- but the risk that is being
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1 presented, you know, if -- if the utility cane in
2 and said, hey, Comm ssioners, you know, we want you
3 to approve the tariff, and you have authority to
4 | ook at each contract as well as the viability of
5 t he individual custoner, you know, we are
6 evaluating all of those factors.
7 Here, you are giving us -- you are asking us
8 to just give you carte blanche approval to go ahead
9 and pursue discussions with -- and listen, | have
10 no problemwth y'all -- y'all doing it through an
11 unregul at ed nodel, but the custoner protections
12 seemto be lacking here ultimately, and I -- | do
13 feel very strongly about this.
14 | -- 1 think there is an opportunity for
15 Peoples to participate in this wrk space, whether
16 on the whol esal e | evel or through an affili ated
17 entity, but -- but having the custonmers assune the
18 risk without even giving the Conm ssion an
19 opportunity to eval uate whether these big custoners
20 that are out there have those capabilities just
21 there is a |l ot of questions unanswered, including
22 who owns those LNG facilities if a custoner
23 defaults? |Is it general body? Is it Peoples? 1Is
24 it the custoners? | amjust having a hard tine
25 supporting it, even based on your answers. Sorry.
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1 CHAI RMAN CLARK:  Thank you, Commi ssi oner
2 Br own.
3 MR. BROMN: Conmi ssioner Brown, this is Andy
4 Brown. If -- if | could just respond briefly to
S t hat .
6 | f that would give the Conm ssion confort that
7 they would want to review and approve the contracts
8 before they are entered into, Peoples would be
9 willing to -- to review the cost of service nodels,
10 for exanple, Peoples would be willing to do that,
11 and -- and nodify the tariff so that the Comm ssion
12 woul d have that pre-approval right.
13 COW SSI ONER BROWN:  So that would give ne a
14 | ot nore confort. M central concern, quite
15 frankly, is the vagueness of the assurances of the
16 cust oner protection against the general body of
17 ratepayers. | just -- it's so vague.
18 CHAI RVAN CLARK: Conm ssi oner - -
19 MR BROWN: Well, it's always a little vague
20 fromthe sense that any tinme you are doing a big
21 proj ect and you are entering into a contract, you
22 know, you -- you take the normal precautions. You
23 wite a very tight contract. You nmake sure you
24 financially vetted people. You nake sure that if
25 necessary they post letters of credit, or whatever
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1 it is you feel is necessary do, and so it's al ways

2 going to vary a bit by situation.

3 But | do understand a little bit of concern

4 that it's not spelled out, but it's not -- it's

5 going to vary, but if the Comm ssion were in a

6 position to | ook over the cost of service nodel,

7 they could | ook over that information and -- and,

8 you know, address it in that manner.

9 CHAI RVAN CLARK:  Conm ssi oner Brown, could I
10 ask one -- one quick question? | have sone

11 followon to that.

12 COW SSI ONER BROWN: O cour se.

13 CHAI RMAN CLARK:  So, M. Brown, would you be
14 willing to nodify the tariff to include a provision
15 such that any new custoner that had interna

16 I nfrastructure costs that exceeded half-a-mllion
17 dol | ars be bonded out 100 percent for the |ife of
18 the project?

19 MR BROWN: Well, | think the problemis you
20 woul d probably not have anybody that woul d be

21 agreeing to do that at 100 percent. | nean,

22 think there is no way anybody would -- any

23 counter-party would agree to that.

24 | think we are willing to talk about different
25 things that can be done to assuage the concerns on
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1 that issue, but that specific concern -- that

2 specific nmechanisml| don't think would -- woul d

3 functionally work.

4 CHAI RMAN CLARK: So you -- we are talking

5 about the financial stability of the conpany, and

6 so their -- they have the bonding capacity to be

7 able to do that. You are just saying that it's

8 sonet hing that additional costs they wouldn't be

9 willing to incur, or is it the liability they don't
10 want ?

11 MR BROWN: Well, | think if they are bondi ng
12 that up, | think what that neans is they got to

13 park the anount of noney sonmewhere where it's

14 sitting sonewhere, and so that becones an issue for
15 the conpanies to do that. And it's true, anytine
16 you are doing -- anytinme you are in a construction
17 case and you are dealing with the bonding of it 100
18 percent, we would certainly require surety type

19 bonds for construction and that type of thing, but
20 if you are tal king about bonding off the entire

21 anount, what this literally may nean is they' ve go
22 to go park the cash sonmewhere that's just, and it's
23 just sitting there.

24 CHAI RMAN CLARK: But if you are tal king about
25 autility -- a conpany that needed, and | think
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1 your nunbers said sone of these could range from
2 25- to 100-mllion-dollars in infrastructure costs.
3 You know, | think when we are | ooking at the
4 concerns the general body of ratepayers, if you
5 took a small amount that went into default, surely
6 you coul d spread that cost and it not be a
7 substanti al anmount of noney, but you can't do that
8 with 100-mllion-dollar infrastructure cost; is
9 that a fair statenent?
10 MR BROMWN: | will let M. O Connor address
11 t hat issue.
12 MR O CONNOR  Yes. GCenerally speaking, you
13 are -- you are correct.
14 So -- so -- and -- and | am sure you are aware
15 of this through our existing tariff. So when we
16 eval uate the financial backing of a counter-party,
17 we -- we ook for every way to mtigate downside
18 risk financially, right. And so that's a nunber of
19 different products that are available to us. It
20 could be a letter of credit. It could be a cash
21 deposit. It could be a parental guarantee. And we
22 wi Il seek, in the nost commercial -- commercial way
23 to -- to get that financial backing in support of
24 t hat contract.
25 | believe the point M. Brown was trying to
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1 make was if you are -- if the custonmer is asking
2 for an LNG facility service to then add themto
3 fully back up by putting an equival ent anount of
4 that project up front, then, you know, then you are
5 going to have to run that service w thout a
6 substantial charge up front.
7 The eval uation that we go through is -- is --
8 is nultifaceted, but you are |ooking at the
9 |l ong-termcontract. It could be a 10-year, 15-,
10 20-year contract, and you want to put adequate
11 comercially based financial backing in place for
12 that counter-party based on that counter-party's
13 profile. |If you are | ooking at a Fortune 500
14 conpany with a substantial bal ance sheet, you m ght
15 be nore confortable than an entity that was just
16 created | ast week for -- for a new devel opnent.
17 And so all of that gets factored into the
18 eval uation, but our interests are aligned on this.
19 W have no interest in tal king on financi al
20 ri sk on behalf of ratepayers, so we are going to
21 seek the nost commercially appropriate backstop
22 froma financial perspective on these contracts.
23 CHAl RMAN CLARK: Conm ssioners, other
24 guesti ons?
25 Commi ssi oner Pol mann.
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1 COMWM SSI ONER POLMANN:  Thank you, M.
2 Chai rman. Just a followup on this particular
3 point, and then |I have a nunber of other questions.
4 On the issue of the contract and the financial
5 risk, a question for -- for Peoples. How -- how
6 woul d PGS respond to a Conm ssion approval of this
7 tariff explicitly conditioned on Peoples hol ding
8 all of the LNG service contract financial risk?
9 CHAl RVAN CLARK: M. Brown.
10 MR, BROMWN: |'mnot sure | understand.
11 COW SSI ONER POLMANN: Wl |, what we are
12 tal king about is holding harm ess the general body
13 of ratepayers. So we can approve the tariff and,
14 in the final order, require that any contract or
15 LNG that you enter into with a custoner, that all
16 of the financial risk is between you and the
17 customer, period. But that's a condition of the
18 final order, that you -- that you, under no
19 ci rcunstances, cone back to us seeking recovery for
20 anything that -- that goes awmy with -- with that
21 pr oj ect .
22 MR BROMN: | am --
23 COMM SSI ONER POLMANN:  You can have the
24 tariff, but you take all of the financial risk.
25 MR. BROWN: That may be above ny paygrade
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1 level. | will let M. Buzard address that.

2 MR, BUZARD:. Yes, thank you, Comm ssi oner

3 Pol mann, and again thank you, Andy. And, again,

4 appreciate the time in front of the Conm ssion

5 today. This is Luke Buzard with Peopl es Gas.

6 | -- I -- 1 do want to acknow edge, vyes, |

7 think that there are opportunities for us to

8 entertain, you know, a segregation of our LNG

9 pursuits froma rate base standpoint, which would
10 offer a -- you know, that would not inpact the ROCE
11 cal cul ati ons associated with the general body of

12 ratepayers. It would separate out our specific LNG
13 service offerings, and it would -- it would not

14 provide for a potential risk to our -- our conpany
15 dr oppi ng bel ow the RCE and then pursuing recovery
16 t hrough ot her custoners.

17 MR. BROMN: Let ne just add -- this is Andy
18 Brown -- if it that were to be done, then it would
19 be understanding that if the LNG busi ness made a
20 | ot of noney, that would not enure to the benefit
21 of the ratepayers either. So there is a -- there
22 is kind of a flip side to this. | just want to

23 make sure that we are tal king about it in the

24 same -- in that context.

25 MR BUZARD. And | also, if I my, M. Chair,
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1 is just offer the thought of our overall natural
2 gas business. | think it is inportant for us to
3 talk through to a certain level that, you know,
4 contrary to an electric utility, PGS has an
5 opportunity to offer service, and we are -- we are
6 al ways conpeting because we are offering a -- a
7 energy source that | can -- | can easily argue that
8 nost of our custoners don't have to have, they
9 choose it. Qur custoners choose natural gas,
10 whether it be the traditional sense of a pipeline,
11 or whet her they choose conpressed natural gas; or
12 in this case they choose LNG They are choosing
13 that for econom c value, for these potenti al
14 envi ronnmental benefits, and the storage portion of
15 usi ng LNG for storage.
16 CHAl RVAN CLARK: Thanks, M. --
17 COMWM SSI ONER POLMANN: M. Chairman, | have a
18 series of other questions that get to the nature of
19 the offering, if I may.
20 CHAl RMAN CLARK: Yeah, Cormm ssi oner Pol nann,
21 one second, let ne ask one question just for
22 consi deration before we get into in-depth
23 questi ons.
24 Are we under any particular statutory
25 tinmelines with this request today? W are, M.
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1 Hel ton? What's that?
2 M5. HELTON:. As with all tariffs, 366 requires
3 a final order within eight nonths of the -- of the
4 petition, and then you nust nmake a decision within
5 12 nonths; however, the utility can waive that.
6 CHAI RVAN CLARK: I n light of sone of the
7 conversation today, and the opportunity to nmake
8 potential revisions in the tariff to | ook for sone
9 ways to offer customer protections, is that
10 sonet hing that Peoples mght be interested in
11 bef ore we pursue Comnm ssioner Pol mann's next |ine
12 of interrogatories?
13 MR BROWN. M. Chairman, if | understand, you
14 are asking whether we would be willing to
15 essentially waive the eight-nonth period in order
16 for there to be nore tine to investigate this --
17 CHAl RVMAN CLARK: Yes, sir. | --
18 MR. BROMN: -- and address the issue raised?
19 CHAI RMAN CLARK: Yes, that's the question.
20 MR. BROWN: Yes, we would be willing to do
21 t hat .
22 CHAI RMAN CLARK: In light of that, | would
23 make just a -- a statenent that | -- | amstil
24 kind of torn on the issue nyself. | have -- | have
25 gone both sides. | see a lot of benefits in
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1 Peopl es Gas being in the LNG business. | see a |ot
2 of potential rewards to help to reduce cost to the
3 exi sting custoner base.
4 | don't think that -- in nost cases, utilities
5 aren't going to be able to conpete on a price
6 advantage with free enterprise. | think that
7 typically private conpanies are going to be able to
8 nove faster, respond to market conditions better,
9 and usual ly have better prices. | think, in a |lot
10 of cases, utility conpanies can differentiate
11 thenmselves with the | evel of service that they
12 provi de.
13 | see pros and cons to both sides of this
14 argunent. | typically wll usually defer to the
15 free market side of things in nost cases, but this
16 LNG mar ket -- the LNG business in general, | don't
17 have a -- a real firmgrasp on what this market
18 | ooks like, and I -- we don't see any facilities
19 even up in our particular region of the state. |
20 amnot famliar with any.
21 So | would personally like sone tine to give
22 you an opportunity to take a |look at your tariff,
23 nmake sone revisions that gave ne sonme better
24 feelings that the ratepayers of Peoples Gas woul d
25 be better protected. And if you cane back with
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1 that, | would have a little warm and fuzzier

2 feeling with about the concept of approving the

3 tariff, but that is one person's opinion.

4 | wll defer to the remai nder of the

5 Conmmi ssioners for your thoughts and ideas. |If you

6 woul d like to continue to pursue this today and

7 bring it to a decision point, we can do so.

8 Peopl es has agreed to defer their eight-nonth tine

9 period if we choose to do this route.

10 Commi ssi oners.

11 Commi ssi oner Brown.

12 COW SSI ONER BROMWN: | agree whol eheartedly
13 wi th everything that you said, and especially the
14 comment about the free marketplace. And | support
15 a deferral of this to give Peoples an opportunity
16 to address sone of the minor concerns that -- not
17 m nor, but sonme of the concerns that we have raised
18 here today to give themanple tine to address the
19 custonmer protections. And maybe, if it cones back
20 with sone of those issues, including the bonding
21 i ssue, which I think was very inportant that you
22 raised, Gary, | think it would be very hel pful.

23 CHAI RMAN CLARK:  Thank you, Conm ssi oner

24 Br own.

25 O her Conm ssi oners?
114 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com

Premier Reporting

(850)894-0828 Reported by: Debbie Krick



52

1 Conmi ssi oner Pol mann.
2 COW SSI ONER PCLVANN: | have no problemw th,
3 you know, this -- having additional tinme to review,
4 but | do have sone questions that | think may --
5 may be rel evant --
6 CHAl RVAN CLARK: Ch, yes, sir.
7 COMM SSI ONER POLMANN:  -- or pertinent for
8 addi tional review that may inform sone of that
9 di scussion, but | have no problemw th not taking
10 action on it today.
11 CHAl RMAN CLARK: O her Conmm ssioners, how are
12 you on deferral ?
13 Conmmi ssi oner Fay.
14 COMWM SSI ONER FAY: M. Chairman, can | just
15 ask a quick question --
16 CHAl RMAN CLARK: Yes, sir.
17 COW SSI ONER FAY: -- to staff?
18 So the posture we are in for this tariff, |
19 know we have got a proposed waiver of the tine
20 period fromthe petitioners, the 20 -- there is a
21 21-day period follow ng the petition decision, and
22 t hen dependi ng on that decision, interested
23 parties, | think, based on ny interpretation from
24 the comments here today, stated there would likely
25 be a challenge to that, dependi ng on what decision
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1 is made. And so | would fully support giving them
2 the opportunity, |ike you nentioned, to work
3 t hrough sone of those conditions to nmaybe bring
4 sonething to the Comm ssion that would not be
5 further litigated, and potentially resolve the
6 parties' issues.
7 Thank you.
8 CHAI RMAN CLARK: Ms. Helton, M. Hetrick, any
9 response to that?
10 M5. HELTON: And one thing, M. Chairman, |
11 think I may have neglected to say is if Peoples
12 substantially revises its tariff and presents a new
13 tariff, | think that nay start a new clock. | am
14 not the -- the tariff expert on your staff, but |
15 think that there would be a good argunent that if
16 they were to present a different tariff for your
17 consi deration, that that would start a new cl ock.
18 CHAl RVAN CLARK: Who woul d be our tariff
19 expert, Ms. Helton?
20 M5. HELTON:. Ms. Cibula or Ms. Crawford may
21 have a nore -- a better answer, and Ms. Draper may
22 have a better answer.
23 CHAI RMAN CLARK: Ckay. Any of those parties
24 avai |l abl e to answer that question?
25 M5. DRAPER: This is Elisabeth Draper. | wll
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1 take a first stab.

2 | can't tell you when a tariff is being

3 revised officially would restart the clock. W,

4 of ten enough, have utilities revise tariffs based

5 on discussions with staff and interested parties to

6 make everybody a party agree to the revised tariff

7 and those did not restart the clock. So | really

8 doesn't recall an exanple where a tariff changed

9 that nmuch where it required restarting the clock.
10 | don't know what that distinctionis, but it's --
11 we' ve seen before where we work on, and the utility
12 agrees to change sone | anguage in the tariff that
13 all parties can agree to.

14 CHAI RMAN CLARK: Ckay. So we are saying that
15 the parties could agree that we are going to just
16 stay on the sane tineline; is that fair, M.

17 Hel t on?

18 M5. HELTON:. Well, | think sonmetimes when we
19 work with -- with the utility and parties, we are
20 not faced with comng up to the eight-nonth clocks,
21 which | think it mght be the case.

22 CHAl RVAN CLARK: Novenber 16th?

23 M5. HELTON: Yeah, Novenber.

24 CHAI RMAN CLARK: We have sone tine.

25 M5. HELTON:. We do have sone tine. So | think
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1 we shoul d be okay, but | just wanted to put that
2 out there, that that -- | am not sure how
3 substantial that the changes m ght be.
4 CHAl RVAN CLARK: Ckay.
5 Al right. Comm ssioner G aham your --
6 how -- your -- no comments?
7 COW SSI ONER GRAHAM  No. | think they
8 addressed nmy question. | just thought if you nade
9 enough changes to a tariff, then basically you kick
10 open di scovery and everything else all over again.
11 So | think Ms. Draper sufficiently answered ny
12 guesti on.
13 CHAI RMAN CLARK: Ckay. Geat.
14 Conmmi ssi oner Brown.
15 COW SSI ONER BROWN:  Or we coul d nove forward
16 and vote, and then, on the existing tariff, and
17 then they can cone back and refile.
18 CHAI RMAN CLARK: True. That is an option as
19 well. Yes.
20 kay. Let's nove with the renai nder of
21 Comm ssi oner Pol mann's questions, and then we w ||
22 pose this to the -- well, let ne, before we go to
23 Comm ssi oner Pol mann's questi ons.
24 M. Brown, what are your thoughts on -- what
25 woul d Peopl es' position be here?
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1 MR BROMWN: We -- we would prefer to keep

2 everything on this docket essentially, and on the

3 current -- we prefer not to start over again, is

4 what | am saying --

5 CHAI RMAN CLARK:  Ckay.

6 COW SSI ONER FAY:  -- is our point.

7 CHAI RMAN CLARK: | think that's fair. And I

8 think given -- we are 45 days, basically, if we

9 can't conme up with sone revisions, | nean, | know
10 they may be substantial in terns of their inpact,
11 but based on the -- the tariff | |ooked at, | don't
12 see where it would have -- you could argue that one
13 either way. | amnot going to go there any

14 further.

15 kay, Conm ssioner Pol mann, your questi ons.

16 COMM SSI ONER POLMANN:  Thank you, M.

17 Chai r man.

18 | have some comments in between the questions,
19 but it kind of sets up the question, if you bear

20 with ne.

21 So | understand that -- that LNGwi Il be

22 provi ded as a service on a case-by-case basis by

23 contract. | think that -- that was fairly clear,
24 if I understand it. And | would suspect that those
25 contracts are confidential business products. Can
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1 | get a confirmation from Peoples on that?
2 CHAI RVAN CLARK: M. Brown.
3 MR BROMN: Yes, intheir -- in their draft
4 form before they would be entered into, yes.
5 COMM SSI ONER POLMANN:  Ckay. So | will make
6 the cooment that -- that | believe one would agree
7 that natural gas is -- is a coimmodity on the broad
8 market. | think that's generally available. But
9 fromny perspective, | see LNG as a | ocal
10 commercial service, and | think there has been sone
11 coments to that effect.
12 In -- in any case, | see LNG as a service. |t
13 I nvol ves sone specific infrastructure, and
14 operations, and so forth. And, M. Brown, you nade
15 comments with regard to LNG and that you being
16 approached by existing natural gas custoners. And
17 | took that in your initial coments to -- to nean
18 that you intend to provide LNG service to existing
19 custonmers, that they were com ng you to asking for
20 t hat .
21 Sois it -- is it your intention to provide
22 LNG to your existing custoners? And by that, |
23 nmean only to your natural gas custoners?
24 MR BROMWN: No, it would not be limted to
25 exi sting custonmers. \What | -- what | probably
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1 didn't convey very well is Peoples has been
2 approached by potential custonmers for LNG and --
3 and so those custoners, potential custoners, have
4 approached -- | think sone nay be al ready existing
5 custoners, but probably nost of them-- | don't
6 know, nost of themare. Sone are and sone aren't,
7 | think is a safer way to say it.
8 So part of it would be providing new service
9 to existing custoners. The others would be
10 provi ding, not just the LNG service, but also
11 provi ding the natural gas to make the LNG service
12 possible, so it would be both.
13 COMM SSI ONER POLMANN:  Okay. That's an
14 I nportant distinction for ne.
15 And in that context, is it your expectation
16 that you would, or could be treated as a sole
17 source LNG provider? Wuld you anticipate that --
18 that the -- the existing natural gas customner
19 asking for LNG would be treating you as a sole
20 source provider through a solicitation, or that the
21 potential customer would see Peoples as a sole
22 source provider? O is it going to be an open
23 mar ket solicitation?
24 MR, BROMN: Certainly, the answer is, no, it
25 woul dn't be sole sourced. | wll let M. Buzard
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1 delve into of that further.
2 MR, BUZARD:. Thank you, Conm ssioner Pol mann,
3 for that question.
4 | think it is inportant the distinction, and
5 we are not asking do an overall regulation for the
6 LNG market, and that is inportant. W are asking
7 for the opportunity to provide the service of LNG
8 So it is inmportant that -- that, you know,
9 sone cl ai ns have been nade, you know, to -- to the
10 case of regulating an entire nmarket, but that is
11 not what PGS is asking. W are asking for the
12 tariff opportunity to provide the service and
13 charge to a subscri ber.
14 MR. O CONNOR:  Yeah, and Commi ssioner, this is
15 Tim O Connor again. | can just put a little bit
16 nore detail behind that with two -- two exanples to
17 cover both of your questions.
18 And so an existing custonmer could be a |large
19 i ndustrial or power generation user who now is
20 seeking -- or who is now using natural gas for
21 their business and is now seeking on-site LNG for
22 backup purposes to increase their reliability.
23 So -- so in that scenario, we would |like to have
24 the conversation and the option to provide an LNG
25 service to them They certainly could seek other
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1 options in the marketpl ace.
2 In the case of a new custoner, an exanple
3 woul d be where a custoner is not close to the
4 pi peline system For the sanme reasons as ot her
5 custoners in terns of |ooking for natural gas
6 service for affordability, reliability and a
7 cl eaner option, is seeking Peoples Gas to provide
8 LNG which would then be regassed and t hen used
9 within that facilities.
10 In both of those scenarios, those contracts
11 woul d fall under this tariff and be supported fully
12 by that custoner.
13 COW SSI ONER PCLMVANN:  Ckay. So what you
14 clarified is that there would be a uni que
15 rel ati onshi p between Peoples Gas and -- and that
16 i ndi vi dual custoner through the service contract,
17 and that's a case-by-case basis, so | understand
18 that. And the application of -- of the tariff
19 woul d be to that contract.
20 But | think -- | think you made clear that the
21 application of the tariff would -- would be for
22 pur poses of conpeting in the LNG narket openly to
23 any solicitation in a comrercial LNG market, but
24 you are not dealing in a -- what would otherw se be
25 a business that you are regulated in natural gas
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1 with existing, or -- or what would be your sole
2 source solicitation.
3 So this is a conmmercial activity where other
4 conpetitors in LNG would al so be open to provide
5 essentially simlar services, do | understand that?
6 MR. BROWN: Yeah. | think, in other words,
7 Peopl es' desires to have the tariff so that they
8 can offer these services to custoners who want the
9 LNG servi ces under the circunstances we' ve already
10 tal ked about; at the sanme tinme, other conpetitors,
11 such as Eagle or others, may be trying to offer the
12 sane services, and so, yes, it would be in a
13 conpetitive nmarket in that sense, if that answers
14 your questi on.
15 COMM SSI ONER POLMANN:  Yes, sir. Thank you.
16 kay. M. Chairman, | think the other
17 questions that | would have had have al ready been
18 asked by ot her Comm ssioners, so | think we've
19 covered the itens that were on ny |ist.
20 | appreciate the tinme. That's all | had, sir.
21 Thank you.
22 CHAI RVAN CLARK: Thank you very nuch.
23 So |l wll go back and recap this with, |
24 guess, nore so with Peopl es than anyone.
25 Are you willing to sit back down at the table
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1 and renegotiate sone specific points within the
2 tariff with our staff that gets the Comm ssion to a
3 little nore confort |level and bring this back at
4 the next Agenda itenf
5 MR. BROMN: Yes, we are, M. Chairman. The
6 only thing | would ask is that we need a little
7 gui dance as to what it is that is -- is the
8 consensus, if there is one, fromthe Comm ssi on.
9 For exanple, on whether we are going to treat it as
10 a carve-out, or whether we are going to have
11 pre-approval of contracts, or whether there is
12 going to be a certain size, and that kind of thing.
13 So we are happy to discuss those issues. |
14 think we can reach an arrangenent on those issues,
15 but we just need to know specifically what it --
16 what the Conmission's desires are in that realm
17 CHAI RVAN CLARK: | amgoing to ask the
18 Comm ssioners if you would, through your staffs,
19 have t hem get back with our Comm ssion staff and
20 di scussi ons about what your concerns and inputs
21 are, and we will try to craft sonething, maybe get
22 sonet hing drafted out early on.
23 Conmi ssi oner Pol mann?
24 COW SSI ONER PCLMANN:  Thank you, M.
25 Chai r man.
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1 | am unaware, or nmaybe -- maybe this is not a
2 guestion that needs to be answered here today, but
3 | amaware -- | am unaware of circunstances in
4 general where this Comm ssion is in the business of
5 review ng and approving contracts. So | just put
6 that out there for sone consideration.
7 | would -- | would be cautious, if not
8 apprehensive, that we enter into a situation where,
9 on a case-by-case basis, we are burdened with --
10 with the judgnment requirenents for -- for a private
11 busi ness where we are acting in contract review and
12 approval .
13 | would be nore inclined to -- to inpose
14 within a final order explicit requirenents, and put
15 that burden on the utility to neet those
16 requirenents.
17 In general, | think the -- the position of al
18 t he Comm ssioners, at |east sone of the
19 Conmmi ssi oners, has been clearly stated here, and we
20 have rai sed sone issues in terns of the risk, and
21 so forth. | don't know that General Counsel's
22 O fice needs to reply to ny particul ar conment
23 on -- on contract review and approval. | just
24 raise that as a mpgjor -- a mpjor factor. And
25 again, as | said, | amnot aware of one way or
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1 anot her but that would be a major concern of m ne.
2 Thank you, M. Chairnman.
3 CHAI RMAN CLARK: Right. And | think that's a
4 good point, Conmm ssioner Polmann. | don't think
5 the Commi ssion wants to get into review ng
6 contracts, however, if in-- in -- in the absence
7 of provisions in a tariff that do not constrain a
8 contract, you mght want to do that, but we have
9 the opportunity now to devel op provisions within
10 the contract -- excuse ne, within the tariff, that
11 woul d gui de the contract, but it would have to neet
12 those. | think that woul d address that issue.
13 Conmmi ssi oner G ahanf?
14 COW SSI ONER GRAHAM  Yeah, thank you, M.
15 Chai r man.
16 I n response to what Conmm ssioner Pol mann j ust
17 said. | agree with him W are really not in the
18 busi ness of approving contracts, but one of the
19 things we did, this was in the past year or two,
20 t he sol ar conpani es cane before us and had
21 different provisions that they indicated they were
22 going to put in the contract, and the Conmm ssion
23 didn't have a confort |evel of sonmething |like this,
24 or sonething like this, or sonmething |ike that, so
25 we required to actually see one of their contracts.
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1 And we read through it, and we gave comments back,
2 this is the kind of thing that we are | ooking for,
3 and that was it.
4 We just | ooked at one contract and left it
5 alone, so we didn't get into the -- the job of
6 approving all of the contracts. W just wanted
7 that confort level to see what the contract | ooked
8 l'ike.
9 CHAI RMAN CLARK: That's a good -- that's a
10 great point, Comm ssioner G aham Wl | stated.
11 Okay. We are going to defer this itemuntil
12 the next Agenda if all Conmm ssioners are in
13 agreenent. Are you in agreenent? W are. kay.
14 This itemis hereby deferred.
15 MR MOYLE: M. Chair, just -- if | could be
16 heard just briefly --
17 CHAI RVAN CLARK:  Yes.
18 MR, MOYLE: -- on a -- on a point of
19 clarification, not -- not dissimlar to the point
20 OPC asked you about, and M. Brown said, well, you
21 know, Eagle hadn't intervened.
22 You know, | -- | have practiced in front of
23 the Commi ssion for a long tine, and had di scussions
24 with your staff about -- about the appropriateness
25 of intervening. And what -- what | heard back was
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25

this is like a PAA, you know. And -- and Mary Anne
said, you will get a point of entry, but obviously,
we have significant interest in this.

And to the extent that there is going to be,

you know, discussions with OPC and -- and with
staff about -- about issues, obviously, we would
like to -- we would like to be included in those.

CHAI RMAN CLARK: Ch, absolutely. Yes, M.
Moyl e.  Agreed.

MR, MOYLE: kay. Thank you.

CHAI RMAN CLARK:  Al'l right. Anything el se?

All right. Next item M apologies, | have
| ost ny agenda.

M5. HELTON: | think that was the last item
M. Chai r man.

CHAI RVAN CLARK: Maybe that's why | lost it.

Al right. [If there is no further business,
we are going to stand in recess for 10 m nutes, 10
m nutes, and we will cone back and concl ude the
Duke hearing at that point in tinme.

Thank you.

| am sorry? Hold on one second.

Ms. Helton?
M5. HELTON: | thought we were going to have a
30-m nute break for -- to nake sure -- do we
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1 need -- | amnot sure how | ong we need. Ch, |
2 t hought we were switching over. | --
3 CHAI RMAN CLARK: Yes, we are going to hearing
4 node next, aren't we?
5 M5. HELTON: Ri ght.
6 CHAl RVAN CLARK: Ckay. M apologies. | told
7 you | have lost ny notes here so | amflying blind.
8 W are going to take a 30-m nute recess. W
9 will cone back in 30 m nutes and begin the Duke

10 heari ng.

11 Thank you.

12 COW SSI ONER BROWN:  Thank you.

13 (Agenda i tem concl uded.)

14

15
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23

24

25
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