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1 PROCEEDI NGS

2 (Transcript follows in sequence from Vol une
3 8.)

4 CHAI RMAN FAY: Okay. Al right. M. Whlen,
5 your W tness when you are ready.

6 M5. PONDER: W call M. Richard.

7 \Wereupon,

8 CHRI STI AN C. RI CHARD

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 BY Ms. PONDER:

14 Q Wul d you pl ease state your full nanme for the

15 record?

16 A Yes. M nane is Christian Richard.

17 Q Have you been sworn?

18 A | have.

19 Q Okay. Who is your current enployer and what
20 is your business address?

21 A My current enployer is Peoples Gas. My

22 current address is 702 North Franklin Street in Tanpa,
23 Fl ori da, 33602.
24 Q Did you prepare and cause to be filed in this

25 docket on April 4th prepared direct testinony consisting

112 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com
Premier Reporting (850) 894-0828 Reported by: Debbie Krick
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1 of 67 pages?

2 A | have.

3 Q Did you prepare and cause to be filed in this
4 docket on July 30 prepared rebuttal testinony consisting

5 of 18 pages?

6 A | did.
7 Q And di d you prepare and cause to be filed
8 revisions to pages 13 and -- excuse ne, pages nine, 13

9 and 14 of your rebuttal testinony on August 4th?

10 A Yes.

11 Q QO her than the revisions filed on August 4th,
12 do you have any additions or corrections to your

13 prepared direct or rebuttal testinony?

14 A | do not.

15 Q Wth the revisions to your rebuttal testinony
16 filed on August 4, if | were to ask you the questions

17 contained in your prepared direct and rebuttal testinony
18 today, would your answers be the sane as those contai ned

19 t her ei n?

20 A Yes, they woul d.

21 Q Ckay.

22 M5. PONDER: M. Chairnman, Peoples' requests

23 that the prepared direct and rebuttal testinony of

24 M. Richard be inserted into the record as though

25 read.

112 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com

Premier Reporting (850) 894-0828 Reported by: Debbie Krick
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1 CHAI RMAN FAY: (Okay. Show it inserted s
2 t hough read.
3 (Whereupon, prefiled direct testinony of

4 Christian C. Richard was inserted.)
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PEOPLES GAS SYSTEM, INC.
DOCKET NO. 20230023-GU
WITNESS: RICHARD
BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION
PREPARED DIRECT TESTIMONY
OF

CHRISTIAN C. RICHARD

POSITION, QUALIFICATIONS AND PURPOSE

Q.

Please state your name, address, occupation and employer.

My name is Christian C. Richard. I am employed by Peoples Gas
System, 1Inc. (“Peoples” or the “company”) as 1its Vice
President of Engineering, Construction and Technology
(“ECT”). My business address is 702 North Franklin Street,

Tampa, Florida 33602.

Please describe your duties and responsibilities in that

position.

I am responsible for (1) the design, engineering and
construction of the company’s transmission and distribution
facilities; (2) the company’s supply chain management; and
(3) information technology (“IT”) oversight. 1 am also
responsible for developing annual capital and operating

budgets for the ECT area.

D5-260
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Please summarize your educational background and business

experience.

I graduated from the University of New Brunswick (New
Brunswick, Canada) with a bachelor’s degree in engineering iIn
2000 and earned a master’s degree In business administration
(““MBA”’) from I*Université de Moncton (New Brunswick, Canada)

in 2003.

I have worked in the utility industry for over 15 years, with
seven at an electric utility in New Brunswick, Canada, and
eight years in the natural gas sector. 1 served as General
Manager of Emera Brunswick Pipeline in New Brunswick, Canada,
and was on the Management Committees of Maritimes and
Northeast Pipeline United States and Maritimes and Northeast
Pipeline Canada. My work experience also includes managing
industrial operations iIn the forestry sector (sawmills) and
the tidal energy sector. | joined Peoples i1n 2019 as its Vice

President-Strategy and assumed my current position in 2022.

Please describe the company’s ECT team.

Peoples” ECT team consisted of 150 team members as of December
31, 2022 and is expected to grow to 191 by December 31, 2024.

I will discuss the reasons behind the growth of the ECT team

D5-261
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later in my direct testimony.

As of December 31, 2022, 146 members of the ECT team were
dedicated to designing, engineering, and constructing gas
infrastructure and related activities. These activities
include maintaining the company’s “as built” construction
records and its Geographic Information System (*“GIS™),
integrity management, codes and standards, and gas control,

measurement, and regulation.

Three team members currently focus on supply chain management
and this team needs to expand to eight by the end of 2023.
The supply chain management team oversees the company’s
procurement process and applies supply chain principles to
business processes. Additionally, this team ensures that the
company’s supply chain principles are followed by outside
service providers or contractors working for the company. |
discuss specific supply chain management approaches and the

drivers for the team expansion later in my direct testimony.

One member of the company’s ECT team focuses on IT and serves
as a l1aison between Peoples and i1ts shared services provider,
Tampa Electric Company (“Tampa Electric”), for IT related

activities.

D5-262
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The ECT team works closely with both the residential and small
commercial team and the gas supply and development team.
Together we design, engineer, and construct distribution
facilities to serve the growing demand from the company’s
customers. My team also collaborates with the gas operations
and safety teams to ensure that the company’s system complies
with federal and state safety requirements. The ECT and gas
operations teams work to identify and mitigate risk across
the company’s transmission and distribution system while

ensuring reliability, resiliency, and efficiency (“RRE™).

What role does safety play at Peoples?

The safety of Peoples” team members, contractors, customers,
and the public 1is paramount. As the largest local gas
distribution company (“LDC”) iIn the state, Peoples seeks to
set the standard for LDCs in Florida and beyond. Peoples seeks
to lead by example with safety, compliance, and reliable
operations with a sharp focus on customer service. Peoples
expects 1its outside contractors adhere to the company’s
safety standards and devotes resources to ensure that

happens.

Peoples” approach to safety is founded on its Pipeline Safety

Management System (“PSMS”), which is based on the American

D5-263
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Petroleum Institute’s (APl) Recommended Practice 1173. The
PSMS” 10 elements encompass all facets of safety management
for the company’s business and promote continuous improvement

through a plan, do, check, and act cycle.

Peoples” witness Timothy O”Connor will discuss the company’s
efforts to operate safely in his direct testimony. 1 will
discuss ECT’s Contract Business Partner Safety Program later

in my testimony.

What are the purposes of your prepared direct testimony 1in

this proceeding?

The purposes of my direct testimony are to:

(1) Explain how the ECT group works with other areas of the
company to prudently expand the company’s distribution
system;

(2) Describe the company’s supply chain management system
and how that system enables the company to procure goods and
services at the lowest reasonable cost and greatest value;
(3) Explain how Peoples works with Tampa Electric to deliver
IT solutions;

(4) Describe the capital budgeting and forecasting processes
in place in the ECT area and how those feed into the company’s

overall financial forecasting process;

D5-264
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(5) Discuss the residential and small commercial, RRE,
legacy pipe, and technology capital projects undertaken by
the company since its last general base rate proceeding and
why they are prudent; and

(6) Demonstrate that the Ilevel of ECT operations and
maintenance (“‘O&M”) expenses in the company’s 2024 projected

test year i1s reasonable and prudent.

Did you prepare an exhibit to support your prepared direct

testimony?

Yes. Exhibit No. CCR-1, entitled “Exhibit of Christian C.
Richard,” was prepared under my direction and supervision and
accompanies my prepared direct testimony. The contents of my
exhibit and the MFR schedules referenced in them were derived
from the business records of the company and are true and
correct to the best of my knowledge and belief. My exhibit

consists of the following documents:

Document No. 1 List of Minimum Filing Requirement
Schedules Sponsored or Co-sponsored by
Christian C. Richard

Document No. 2 Residential and Small Commercial Capital
Spending 2022 to 2024

Document No. 3 Work and Asset Management System (““WAM™)

D5-265
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Components and Cost
Document No. 4 IT Project Costs

Document No. 5 Major IT Project Descriptions

DISTRIBUTION SYSTEM EXPANSION AND IMPROVEMENTS

Q.

How does the company identify areas where it needs to expand

its gas distribution infrastructure?

The company identifies the need to expand Peoples” gas
distribution system In two ways. First, the company and its
sales team collaborate with large residential developers to
understand and anticipate potential areas of growth. This
collaboration allows the company to plan where, when, and how
to expand its gas distribution facilities to meet expected
demand from residential and small commercial customers.
Second, the company’s Gas Supply and Development team works
with large commercial and industrial customers, and companies
seeking alternative energy solutions, to plan for and meet

the demand in these market segments.

How does Peoples identify the need to improve its distribution

system?

The company i1dentifies the need to improve the RRE of its

distribution system on both a day-to-day and long-term

D5-266
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planning basis. The Gas Operations and ECT team members (gas
control and technical services) work closely to identify
facilities in need of replacement and improvement to maintain
the safe and reliable operation of the system. Together these
teams plan and achieve replacements and upgrades, as

necessary.

The ECT team uses a long-term and risk-based systems planning
view to identify larger RRE projects by evaluating system
pressures, locating reliability issues and concerns, and
forecasting growth through system modeling. RRE projects are
primarily designed to enhance the safety and reliability of
the natural gas supply to customers. These projects include
activities to maintain adequate pressure or flows and ensure
the availability of a primary and secondary feed of supply.
RRE projects also include construction activities related to

mandatory municipal relocation activities.

Please describe the principles that guide the investments the

company makes to improve the RRE of iIts systems.

When evaluating potential RRE capital projects, the ECT team
focuses on: (1) ensuring the safe and reliable operations
that customers expect, (2) being effective and efficient iIn

the design and engineering of pipeline iInfrastructure, and

D5-267
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(3) constructing pipeline facilities to deliver value to

customers.

The company i1ncludes safety and reliability considerations in
all aspects of engineering, construction and technology from
the design and engineering stage to ongoing integrity
management. For example, the ECT team continuously evaluates
and integrates new construction codes and standards into the
company’s practices. This allows the company to construct and
place new facilities In service using the latest and safest
construction practices. This approach TfTacilitates the
company’s compliance with evolving Pipeline and Hazardous
Materials Safety Administration (““PHMSA””) and Florida Public
Service Commission (““Commission™) engineering and
construction requirements. The company’s Codes and Standards
group evaluates and approves the materials used by the company

to provide service.

Do the company”’s engineering, design and construction
practices vary depending on whether the project is classified

as a growth or RRE project?

No. The company builds projects using safe practices and iIn
a cost-effective manner - no matter the size or purpose. This

practice extends to contractors used by the company for any

D5-268
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project. The size, purpose, and complexity of a project

determine whether a project is considered growth or RRE.

The company wuses standard design, engineering and
construction practices for its routine operational projects
such as small pipeline and lateral extension projects or
simple equipment changeouts. These routine projects are
performed by the company”’s team members or outside

contractors.

The projects advanced by the Gas Supply and Development team
are typically driven by a customer’s specific needs and are
larger in scale and more complex. Typically, only a few of
these types of projects are active at any given time. The
company uses a team of professional project managers to
design, engineer and construct these projects. The company
uses the same project management approach for large RRE

projects.

What other processes and controls does Peoples use for large

growth and RRE projects?

The company uses more governance, controls and rigor iIn design
and construction for the higher dollar value, large growth,

and RRE projects.

D5-269
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The company applies a class design estimate process and
decision stage-gate approach for larger projects. Classes are
ranked from Five to One. As you proceed from Five towards
One, each class i1nvolves more specificity for the design,
engineering, and cost estimate for the project. The (-/+)
percentage for each class, is the margin of error in price
estimating that considers past similar projects while
incorporating the lack of design of the project being scoped.
Design and engineering for large projects begins with a Class
Five estimate (-70/+90 percent) and, if project economics
continue to meet the requirements, design, and engineering
advances to a Class Four (-45/+55 percent), Class Three (-
30/+40 percent), Class Two (-25/+30 percent), and eventually
a Class One estimate (-10/+10 percent), provided all decision
stage-gate requirements have been met. A Class One design
includes construction drawings, firm pricing and schedules

and makes a project ready for construction.

I will describe the system of management approvals the company
applies before beginning construction later in my direct

testimony.

How does the company procure the materials, supplies, and
contractor support to construct 1its routine and large

projects?

D5-270
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The company uses supply chain management practices for all
system growth, RRE projects, and legacy pipe replacement
projects described later in my direct testimony. Doing so
enables the company to grow and improve the RRE of 1its
distribution infrastructure, and replace legacy pipe, iIn a
safe and efficient manner and at the lowest reasonable cost

to the company and its customers.

How does the company apply technology to the assets it

constructs to promote safety, RRE?

Peoples uses technology to monitor and protect the iIntegrity
of 1ts distribution system so it can provide safe and reliable

gas to its customers and protect the public.

PHMSA 1mposes requirements for asset traceability, asset
tracking, mapping, and system monitoring, all of which
influence how the company applies technology and the costs of
engineering, designing, constructing, and operating Iits

systems.

Once pipeline assets are placed into service, Peoples uses
state-of-the-art barcode tagging and GPS Technologies to
capture as-built information. This iInformation 1is loaded

directly into the company’s GIS systems to ensure accurate

D5-271
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and up-to-date maps and records of assets are maintained.
Accurate and timely updates to maps and records promote
effective and efficient system operation and maintenance,
enable the company to locate 1i1ts facilities quickly and

efficiently, and facilitate routine and emergency repailrs.

The company’s Gas Control team uses advanced information
technology including its Supervisory Control and Data
Acquisition (“SCADA”) system to monitor the operating status
of the company’s gate stations and compressor operations 24

hours a day and 365 days a year.

The company’s new Work and Asset Management system (“WAM™)
will increase productivity, efficiency, and safety by
centralizing work in one system. It will also digitalize and
standardize manual processes while providing data and process
support to enable the company to optimize the efforts of its
operations workforce. WAM 1s described iIn greater detail

later in my direct testimony.

What role does iInspection play during construction

activities?

Peoples uses internal and contracted construction inspectors

throughout the construction process on both large

D5-272
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(transmission projects) and high-volume work (new services)

to ensure construction practices are followed.

SUPPLY CHAIN MANAGEMENT

Q.

What does the term “supply chain management” mean to Peoples?

Supply chain management is the active management of supply
chain activities to maximize value and support the safe and
reliable provision of gas services to the company’s
customers. It is a way of managing company procurement of
goods and services and applies principles to business
processes to promote efficiency, manage or reduce costs and

avoid supply disruptions.

How has the company historically supported its supply chain

activities?

Peoples® supply chain activities have historically been
supported entirely by the company’s affiliate, Tampa
Electric, as a shared service. Effective January 1, 2023,
Peoples established its supply change management group within
the ECT area with three team members. 1t 1s necessary to
expand to a team of eight by the end of 2023 to enable
strategic sourcing of materials and services, provide

inventory management functions, and 1impose governance

D5-273
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procedures and controls on all aspects of the company’s supply

chain system.

Why did the company establish i1ts supply chain management

team?

Although Tampa Electric has done a good job over the years
supporting Peoples” supply chain needs, Peoples chose to
establish its own dedicated supply chain management team for

the following reasons.

First, as Peoples” witness Helen J. Wesley explains In her
prepared direct testimony, Florida is growing at a remarkable
pace and Peoples is growing with it. As a result, Peoples
must: (1) invest in new mains, laterals, service lines and
meters; (2) hire team members to operate and maintain a
growing system; and (3) spend money building, upgrading, and
relocating the company’s gas distribution infrastructure to
accommodate public iInfrastructure construction. Peoples”’
growth challenged Tampa Electric’s ability to keep pace with

the company’s supply chain needs.

Second, the company’s supply chain needs are different than
Tampa Electric’s. Not only do the two companies operate Iin

different geographic areas of Florida, but also in different

D5-274
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segments of the utility industry, which means they procure
different types of materials, supplies and services. Peoples
has key suppliers that were not critical to Tampa Electric
and needed to enhance iI1ts communications, coordination and
working relationship with these suppliers. One example was
the need to apply the company’®s unique gas safety standards

to 1ts outside contractors.

In working with Tampa Electric, Peoples identified two
options, namely: (1) Tampa Electric could modify and enhance
its supply chain operations to address Peoples” growing and
specific needs or (2) Peoples could establish i1ts own supply
chain management system. After careful analysis, and to
enable Peoples to continue to grow and meet customer demand
in the most cost-effective manner, Peoples concluded that
establishing 1ts own supply chain management operation was
the best option. The company views this move as part of
Peoples” natural evolution as described i1n witness Wesley’s

direct testimony.

What supply chain management functions will Peoples perform

with 1ts new supply chain management team?

As previously stated, the expansion of the supply chain

management team to eight team members will enable the company

D5-275
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to implement several key processes and best practices, such
as Category Management, Strategic Sourcing, Total Cost of
Ownership and Contractor and Supplier Relationship
Management. Transaction-intensive functions like Procure-to-
Pay, Master Data and Contractor Lifecycle Management will
continue to be provided by Tampa Electric. Its efforts will
help optimize the company’s capital spending and stewardship
of IT resources, which is increasingly important to safe,

reliable, and efficient gas operations.

Did Peoples perform a cost-benefit or other business analysis
showing that i1t is prudent for the company to establish its

own supply chain management team?

Yes. Utilizing a third-party supply chain consulting firm to
develop the strategy and business case, the company concluded
having i1ts own supply chain management team was most cost
effective. The value comes from using supply chain best
practices: governance, systems, and processes; contracting;
total cost of ownership; strategic sourcing; category
management; and supplier relationship management. Peoples
will still utilize Tampa Electric’s procure-to-pay software
system, as well as the shared services provided by Tampa
Electric. The new Supply Chain Management function will

deliver benefits to the company’s customers by maintaining or

D5-276
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reducing costs for new construction and cultivating supplier
relationships to ensure that projects are done on time and

are ready for service within the timeline promised.

What supply chain challenges has the company experienced

since i1ts last general base rate proceeding?

Global supply chain issues and inflation have not spared the
natural gas industry. Peoples has experienced upward cost
pressure on materials and labor, shortages of gas meters and
higher prices for pipeline materials. The cost to the company
of polyethylene (plastic) pipe iIncreased 23 percent and the

cost of steel pipe Increased by 165 percent from 2020 to 2022.

The company’s contractors who rely on labor to perform
services are experiencing the same labor pressures Peoples is
experiencing for 1its internal labor. Those pressures are
discussed iIn the prepared direct testimonies of Peoples”
witnesses Donna L. Bluestone and 0O’Connor and include: (1)
general labor market disruptions seen by most industries; (2)
changing workforce demographics; and (3) the relative newness
and small size of the natural gas iIndustry and the resulting
lack of workers in Florida with natural gas experience. These
factors make it challenging to recruit skilled talent,

require companies to spend more time and money to train
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inexperienced workers when experienced workers are not
available to hire and are causing upward pressure on

contractor labor rates.

The company’s new supply chain management team iIs working
diligently to mitigate price increase pressures when
contracting for services; however, applying best practices
and i1ts diligent efforts may not be sufficient to completely

overcome the impacts of rising labor market costs.

What specific supply chain management practices does the
company use to ensure that the materials, supplies and
services that it uses to serve i1ts customers are procured at

the lowest reasonable total cost of ownership?

The company’s supply chain management team 1i1s focused on
strategic sourcing, contracting, inventory management and
supply chain governance to ensure materials and supplies are

contracted to provide the best value for Peoples” customers.

The company is developing and enhancing its uniform material
standards to reduce the different number of i1tems it must
purchase and maintain iIn 1inventory. This includes the
management of more efficient inventory levels across i1ts 14

service areas.

D5-278
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Peoples competitively bids management of 1its consolidated
material inventory and supply through a centralized material
management Ffirm, Vendor Managed Inventory. This approach
allows the company to secure necessary construction material

resources at pre-established competitive prices.

The supply chain management team uses competitive sourcing
and competitive bidding to procure materials and supplies not
normally maintained in iInventory and construction services.
It is also strengthening 1ts controls over reviewing,
approving, and paying vendor invoices. These controls ensure
that vendor invoices do not include negative penalties and
that the company gets the TfTull benefits of rebates and
incentives that are generally available or specified iIn the

company’s contracts.

INFORMATION TECHNOLOGY

Q.

What general principles guide the company’s use of IT In its

operations?

Peoples” digitization pursuits include continuous Improvement
of safety, asset management, business processes and customer
experience. Peoples believes the continued iInvestment 1iIn
technology, such as WAM, will directly serve the company’s

customers by delivering efficiencies, risk management and

D5-279
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enhanced customer service experiences. The partnership
between the company’s IT shared services provider (Tampa
Electric) and the Peoples’ operation team ensures that the
digital and technology 1iInvestments align with Peoples’

strategic objectives.

How does Peoples obtain IT services?

As mentioned previously, Peoples receives most of its IT
services on a shared service basis from Tampa Electric, but
on limited occasions the company has contracted with third-

party vendors for specific, Peoples-focused applications.

What IT services does Tampa Electric provide to Peoples?

Tampa Electric provides two general categories of IT services

to Peoples.

The Tfirst category can be considered ‘“common” IT services
because the same services are provided to both Peoples and
Tampa Electric. These services include cybersecurity; IT
strategy and leadership; enterprise desktop support; service
desk and access administration; application development and
support; IT project management; IT infrastructure services

(computers, storage, networking, and telecommunications);

D5-280
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enterprise resource planning suite support; customer
relationship management and billing suite support; IT asset

and vendor management; and IT compliance.

The second category includes procuring or developing and
operating Peoples-specific applications the company needs to
provide safe and reliable services to its customers. Examples
include the company’s SCADA system, GIS, MobileGuard and WAM
systems that are discussed later in my direct testimony. All
these technologies are linked to pipeline safety and
compliance, and will promote public safety, efficiency, and

environmental stewardship.

The costs of both categories are directly charged or allocated
by Tampa Electric to Peoples according to the company’s
intercompany agreement. For some of the common services
provided by older, legacy systems, Tampa Electric charges
Peoples a user fee that covers the capital and O&M expenses
associated with the service. For common services provided by
newer systems, Tampa Electric incurs the capital and O0&M
expenses to build or buy, and operate, maintain, and upgrade
the system, and allocates a percentage of the related capital
and O&M expenses to Peoples. Peoples 1is charged all the
capital and O0&M expenses when Tampa Electric provides a

Peoples-specific application.

D5-281
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Please describe the working relationship between Peoples and

Tampa Electric for IT services.

Tampa Electric has a sophisticated 1T organization that
provides the backbone for all common and company-specific IT
applications to Peoples and Tampa Electric. Within its IT
organization, Tampa Electric has eight team members who are
dedicated to meeting the IT needs of Peoples. These team
members treat Peoples as a client and coordinate their efforts
with Peoples through a member of the company’s ECT team, who
serves as the Peoples IT liaison to Tampa Electric, and the
company’s Technology Strategy Council (“TSC”). In addition to
these eight team members, Tampa Electric’s IT organization
also provides overarching team member support across all
affiliates including Peoples, which the company and its
customers benefit from as part of the company’s shared service

agreement.

What role does cybersecurity play in the company’s IT

operations?

Peoples takes cybersecurity concerns and threats very
seriously. The company has a comprehensive cybersecurity
program to address its due diligence efforts iIn this area.

Tampa Electric has 13 full time cybersecurity team members

D5-282
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dedicated to protecting IT infrastructure that Peoples shares
as part of the affiliate shared service model. They follow
the National Institute of Standards and Technology (“NIST”)
prescribed best-practice functions of 1i1dentify, protect,
detect, respond, and recover. Using a defense-in-depth
methodology, the program uses a combination of best-of-class
technology tools and best practice processes to provide
around-the-clock protection and response to the thousands of
daily intrusion attempts at the company. The company also
implements an IT culture of security, ensures that
cybersecurity risks are considered for all services that IT
delivers, and embeds risk mitigations into the service

delivery.

What is the Technology Strategy Council (“TSC”) and what role

does 1t serve for Peoples?

Peoples implemented the TSC to guide formal governance and
value—driven decision-making for technology investments and
is developing a technology strategy for all Peoples
technologies, both IT and Operations Technology (“OT”). It
consists of Peoples team members from multiple business
functions, 1iIncluding finance, gas operations, safety,

regulatory, and technology.

D5-283
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Peoples invests iIn technology that enhances safety, iIncreases

efficiency, and increases customer value.

The TSC: (1) reviews technology project proposals; (2)
evaluates the risks and business/customer value of proposed
projects; (3) determines it the need to be met by a proposed
project can be met with existing IT or OT resources; (4) works
with Tampa Electric’s IT team on project and resource
prioritizations and implementations; (5) provides oversight
on technology capital and O&M spending; and (6) evaluates

completed projects to confirm desired results were achieved.

The TSC”s primary goal is to ensure that Peoples continues to
invest in value-based technology solutions and team members
that enable the business, meet the needs of Peoples’
customers, center on value proposed and realized, and support

current and future technological capabilities.

The company’s 2022 actual and budgeted 2023 and 2024 capital,
including key projects, and 0&M spending for technology is

described later in my direct testimony.

CAPITAL BUDGETING AND FORECASTING

How does the company classify capital projects for internal

purposes and capital budgeting?

D5-284
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The company classifies capital projects into three groups:
(1) growth projects; (2) RRE projects; and (3) legacy pipe
replacement projects. Technology projects are considered RRE

projects.

I have previously described how Peoples i1dentifies the need
for growth and RRE projects. The legacy pipe program is

addressed later in my direct testimony.

Many Blarger-scale capital projects have elements of both
growth and system sustainability features. All infrastructure
expansion and RRE projects consider the company’s short and
long-term capacity needs. Proper planning ensures that
projects are developed and constructed in a timely and cost-

effective manner.

How much does Peoples expect to invest in each of these

categories from January 1, 2022, to December 31, 20247?

As stated iIn the prepared direct testimony of company witness
Rachel B. Parsons, the company expects to invest a total of
approximately $1.1 billion from January 1, 2022, to December
31, 2024, in the following ways:

(1) $600.8 million to support customer growth and

environmental sustainability, of which $150 to $160 million

D5-285
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is attributable to major, customer-specific projects;
(2) $404.4 million to enhance RRE; and (3) $79.5 million

to replace legacy pipe.

Which company witnesses will explain why these levels of
capital spending and rate base growth are prudent and should

be included iIn rate base for the 2024 projected test year?

The capital spending is split as follows among Peoples”
witnesses:

1. Witness O0’Connor will explain $144.5 million of RRE
projects.

2. Witness Lew Rutkin, Jr. will explain $131.2 million of
growth projects.

3. Witness Karen K. Sparkman will explain $10.5 million of
RRE projects.

4. 1 will explain $469.6 million of growth projects, $249.4
million of RRE projects and $79.5 million of legacy pipe
projects. I will also describe the capital budgeting process

applicable to all infrastructure projects.

Are natural gas system construction costs iIncreasing, and if

so, why?

Yes, the cost to construct distribution system projects has

D5-286
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increased since the company”’s last general base rate
proceeding and Is expected to continue increasing due to: (1)
higher material costs; (2) strong industry demand for
external contractors; (3) governmental, regulatory and
compliance requirements, including permitting and
maintenance of traffic requirements; (4) higher costs to
retire, remove and restore existing plant; and (6) new
construction safety protocols and enhanced construction

management, inspection, and quality control activities.

Additionally, new federal regulations issued by PHMSA, and
other Transportation Safety Administration (“TSA™)
requirements have increased the costs of building, operating,
and maintaining new facilities and in some cases have required
the company to improve existing facilities. The PHMSA
regulation, known as the “Mega Rule,” iIs iIntended to improve
pipeline safety by reducing the frequency of pipeline
failures. The new TSA rules include enhanced cybersecurity
and physical security requirements for pipeline owners and
operators. These safety and reliability requirements, and
others, have and will continue to increase the costs of
constructing new plant, 1mproving existing plant and

operating and maintaining the company’s distribution system.

What challenges has the company experienced In recruiting new

D5-287
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team members and outside contractors for its construction

projects?

The company’s recruitment efforts have been challenged by a
very active labor market, especially for technical resources
such as engineers, project managers, and other industry
specialists. Recruitment Tfor highly technical positions
typically requires more time to fill and requires Peoples to
recruit out of state, which means the company must compete on
salaries with external markets. This puts upward pressure on
labor costs. Hiring experienced and technically trained
experts directly iImpacts the safety and reliability of

Peoples” gas distribution system.

Peoples has mitigated its labor market risks for construction
projects through long-term contracts with national
contractors for new services. However, the company’s
construction contract partners have shared with Peoples that
attracting and retaining labor has been challenging. This has
forced them to increase labor rates, which impacts Peoples
when contracts expire. Others have requested Ilabor rate

increases during the term of a contract.

The same issue materializes differently for construction

contractors working on larger projects. These contractors bid

D5-288
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for larger projects on a project-by-project basis, typically
travel nationally or regionally for these types of projects,
have access to a broader labor market, and reflect national
and regional labor market rates 1iIn their bids. Peoples
considers these labor challenges when 1t evaluates the

business case for potential construction projects.

How did Peoples develop its capital budget for 2023 and the

2024 projected test year?

The process differs depending on the size and type of the
project. Projects designed to serve anticipated new
residential and small commercial customers are budgeted

differently than large customer and RRE projects.

How does the company budget for growth iIn residential and

small commercial customers?

The company budgets the capital costs for the mains, services,
meters, regulators, and equipment needed to serve anticipated
new residential and small commercial customers by considering
the level of anticipated demand identified by i1ts residential
and small commercial team as well as customer forecasts
provided by external parties such as company witness Eric

Fox’s customer forecast for 2023 and 2024. The company

D5-289
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considers estimates of labor and material price iIncreases and
anticipated overall demand estimates by operating service
area to budget the capital costs required for the equipment

described above to meet the overall customer forecasts.

Capital budgeting for this type of growth i1s less project
specific, because it is often difficult to predict a year or
more in advance which specific residential lots will seek
service or where a restaurant will be constructed. The company
can, however, reasonably predict the total number of new
residential and small commercial connections in Tfuture
periods and uses those estimates to create a capital plan for
serving these Kkinds of customers. Peoples considers the
capacity required to serve development — both short-term and
long-term — so 1t can efficiently plan and construct
facilities to serve the growing population and energy demand

of Florida.

How does the company budget for Qlarge customer and RRE

projects?

The process for large customer and RRE projects 1s more
complex due to the typically larger dollar values of the
projects. For these projects, the process begins by

identifying the need (which occurs as previously discussed),

D5-290
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developing a preliminary design and cost estimate and
evaluating the 1i1mportance of the project for safety,
compliance, reliability, environmental value and supporting
growth. The company primarily focuses on whether a large
project: (1) iIs necessary to serve a specific customer need
and/ or (2) will be supported by a revenue stream based on a
regular or special contract with the customer. Large projects
like these may also be considered if they support anticipated
demand for residential and small commercial customers. The
evaluation process iInvolves the consideration of these
varying Tfactors and 1is accompanied by the process for
determining whether large customers are offered tariffed-
based pricing or negotiated rates by special contract as

described by witness Rutkin.

Once the projects have been evaluated, the company uses
preliminary cost estimates and its rankings to develop a
capital budget that reflects a reasonable total amount of
capital spending and supports i1ts efforts to provide safe and
reliable gas service to customers at fair, Jjust, and
reasonable rates. Once a project is included in the capital
budget, the ECT team continues to refine the design of the
project and its cost estimates using the class estimating and
gating process described above until the design of the project

and cost estimates are construction ready.

D5-291
32




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

1600
D5-292

How are capital budgets approved?

As described by witness Parsons, the company’s capital
budgets are approved by senior management annually as part of
the overall budget approval process; however, the company has
an internal system of management approvals that considers
construction, design, costs, safety, risks, and other factors
before individual projects are approved for construction. The
levels of approval required increase as the dollar value of

projects increase.

Please explain the approval process for the company’s higher

dollar value projects.

Approval of Peoples” capital projects i1s governed by TECO
Energy procurement policy. All projects above $5 million must
be first reviewed by the Capital Leadership Team (“CLT”) that
is made up of executives from Peoples, Tampa Electric and
Emera that are appointed by the Emera Chief Financial Officer
(““CF0”). The CLT works with the project team seeking approval
to ensure that the customer benefit and impact, financial
analysis and risk assessment used in the evaluation of the
project is accurate and complete. The CLT performs its review
of the project and ultimately makes a recommendation to the

President and CEO of Peoples, TECO Energy’s Chief Executive
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Officer, and the TECO Energy CFO (together referred to as
“Company Senior Management’). The Company Senior Management
then approves or rejects the project. All company projects
over $10 million must also be approved by the company’s board

of directors.

How does the company perform the work included in its capital

budget?

Once capital execution has been approved to proceed, projects
are categorized as either Blanket Work, Funding Projects, or
Large Projects. The company applies the supply chain
management principles and practices previously described in

my direct testimony to all three categories.

Blanket Work refers to service main and service line
installation for new residential and commercial customers.
This high-volume work has averaged nearly 22,000 services per
year during the past three years (i.e., 2020 to 2022) and is
typically awarded to construction contractors via fixed unit
price multi-year contracts (“blanket contracts”). Company
witnhess Dr. Richard K. Harper discusses the economic
conditions, value of natural gas service to the growing
population of Florida and customer development of these

markets.

D5-293
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Funding Projects include distribution projects that exceed a
financial threshold of $500,000 but are less than $1.5
million. The company assigns these projects to a project
manager who leads the design, engineering, and construction
process. Smaller and less complex projects take advantage of
unit prices established i1n blanket contracts while more
complex projects go to market for formal construction bids

and proposals.

For all project types (Growth, RRE, Legacy Replacements and
Large Projects), ECT is responsible to complete engineering,
construction, and commissioning. The evolving needs of the
operations teams in maintaining, ensuring compliance, and
serving customers as the company expands its systems are

described by witness 0”Connor.

Does the company use outside contractors to build capital

projects?

Yes. Peoples relies on experienced national contractors
because it iIs the most cost-effective way to construct some
types of facilities including: (1) the approximately 22,000
new services Peoples installs each year and (2) all large
construction projects. Experienced contractors have the

expertise to ensure that Peoples can execute planned projects

D5-294
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safely and in the most cost-effective way. Using outside
construction contractors gives Peoples the ability to rapidly
increase and decrease the resources applied to construction
contracts or shift resources from one geographic area to
another based on customer demand. Relying solely on internal
labor for construction projects would otherwise limit
Peoples” agility to meet customer demand in a cost effective

and timely manner.

What policies and procedures does Peoples use to ensure that
capital projects are constructed at the lowest reasonable

cost?

As part of the company’s supply chain activities, Peoples
competitively sources or bids contractors to perform blanket

capital projects and larger construction projects.

The company uses construction project managers, job-site
inspectors, and system-wide project management to monitor
construction projects for compliance with construction
standards and contractual provisions and to help avoid

problems that may cause costly delays before they occur.

How does Peoples manage safety performance of construction

activities?

D5-295
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In 2016, Peoples developed a robust construction quality
assurance program. The Quality Assurance team performs audits
of operational controls, safety programs, and contractor
operator qualification programs. This program is designed to
ensure continuous iImprovement and is governed by Peoples”

PSMS.

In 2018, Peoples implemented a Contract Business Partner
Safety Program that helps to ensure pipelines are built safely
even though this has resulted In an increase to construction
costs. This program is designed to ensure that there 1is
adequate oversight of the contractors working on and
constructing Peoples” system and reduce costs to customers by

mitigating safety incidents.

Peoples uses a third-party system, ISNetWorld.com, to track
and review pertinent contractor documentation (e.g., drug and
alcohol plan, safety program participation, i1nsurance
certification, etc.) and to verify the contractor’s operator
qualifications and inspection reports recorded by the

company’s inspectors.

Peoples® Safety and Construction Management Departments
monitor the 1inspection reporting for any potential safety

issues and respond when needed. Throughout the construction

D5-296
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process, inspectors use ISNetWorld.com to confirm that crews
working on Peoples” system have appropriate operator

qualifications.

Q.- What happens when construction projects are completed?

A. The company’s accounting department has its own set of

processes for closing work orders and recording the project
in the company’s financial records. From an operations
perspective, completed projects are placed under the care of
the Operations and Measurement and Regulation Teams when they
are placed in service and are monitored by the Gas Control

team.

CAPITAL PROJECTS
A. Growth Projects 2022 to 2024

Q- How much did the company spend in 2022 on capital projects to
serve residential and small commercial customers, and how
much does i1t plan to spend in 2023 and in the 2024 projected

test year to serve those customers?

A. The company spent approximately $174.4 million on capital

projects to serve residential and small commercial customers
in 2022 and expects to spend approximately $148.2 and $147.0

million In 2023 and 2024, respectively. The budgeted amounts
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for 2023 and 2024 were developed using the budgeting process
described above. These amounts are based on projected new
customer counts, service area growth, historical experience,
market conditions, and known residential and commercial
developments. A schedule showing the major categories of
capital spending iIn these areas for actual 2022 and forecasted
2023 and 2024 is shown on Document No. 2 of my Exhibit No.
CCR-1.

Are these levels of spending prudent and should they be

included In rate base for the 2024 projected test year?

Yes. The levels of capital spending to serve residential and
small commercial customers shown on Document No. 2 of my
Exhibit No. CCR-1 are needed to serve anticipated demand, are
consistent with the level of customer growth reflected In the
demand forecast outlined by witness Fox and will be performed
as previously described in my direct testimony. The overall
spending levels to serve residential and small commercial
customers reflects Peoples” view that Florida and the areas
served by Peoples will continue to experience strong
residential growth as discussed iIn the direct testimonies of

witnesses Harper and Wesley.

B. RRE Projects Since Last General Base Rate Proceeding

D5-298
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What major projects has Peoples placed in service to support
the distribution system RRE since its last general base rate

proceeding?

Four major projects with both growth and RRE elements were
under construction and discussed 1In the company’s 2020
general base rate proceeding, namely the Jacksonville,
Thomas/Baldwin Compressor Station, Southwest Florida, and
Panama City projects. These four projects were engineered,
designed, and constructed using the processes previously
described, are prudent, and should be included in rate base

Iin this proceeding.

Peoples also completed the Florida Gas Transmission Company
(“FGT”) to Big Bend project, which is a customer-backed
project serving Tampa Electric’s Big Bend Power Station and
iIs discussed iIn the prepared direct testimony of witness
Rutkin. The Dade City Connector project, which began at the
end of the 2020 general base rate proceeding, was included iIn
the settlement agreement that resolved that case and will be
discussed later in my direct testimony as a 2022 to 2024 RRE

project.

Please explain the Jacksonville project.

D5-299
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The recent Jacksonville system expansion to meet customer
growth and demand resulted iIn higher inlet pressure
requirements and was the primary reason for this capital
investment. Peoples completed the Jacksonville project 1in
October 2021. The project expanded the company’s Jacksonville
system in four areas to provide additional system RRE and
serve existing and new customers. The cost of this project
was $66 million and involved adding nine miles of new pipe
and uprating 17 miles of existing pipe to a higher maximum

operating pressure (“MAOP”’).

Please describe the Thomas/Baldwin Compressor Project.

Like the Jacksonville project, the Thomas/Baldwin Compressor
project helped meet Jacksonville inlet pressure requirements
to serve the Jacksonville market. The Thomas/Baldwin
Compressor Project added a 3,800-horsepower compressor
station to the company’s system to move approximately 60 to
120 MMCFD of gas. The compressor station went in service 1in

April 2021 and cost approximately $25 million.

Please describe the Southwest Florida project.

Southwest Florida is one of the fastest growing areas of the

Peoples system. As highlighted by witness Harper, the

D5-300
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population growth in Collier and Charlotte Counties 1iIn
Southwest Florida from 2000 to 2019 has increased by 52.1
percent and 30.4 percent, respectively. These IiIncreases
exceed the U.S. population growth of 17.1 percent for the
same period. Additionally, Collier County population growth
has exceeded the 34.0 percent population growth of Florida
from 2000 to 2019. This growth is contributing to customer
demand for natural gas, and this trend 1is expected to

continue.

The increase in customer demand has caused pressure drops and
an associated reliability risk on the South side of the
Southwest Florida service area, so Peoples completed the
Southwest Florida project in October 2020 to maintain
pressures and reliable service. The project expanded Peoples’
distribution system to the east and reinforced the Southwest
Florida part of Peoples” distribution system by adding a loop
from Fort Myers to Naples at a cost of approximately $47
million. The project involved adding 65 miles of mains and
was engineered, designed, and constructed using the processes
previously described in my direct testimony. The project is

prudent and should be included In rate base iIn this case.

Please describe the Panama City project.

D5-301
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Much like Southwest Florida and other parts of the state,
Panama City has also experienced significant population
growth. Company witness Harper’s direct testimony describes
the Panama City population growth increase of 26.1 percent
between 2000 to 2019, which exceeded the national growth of
17.1 percent. The population growth 1in this period and
projected future growth underpins the need for natural gas
expansion of the Panama City project. This project was
completed iIn April 2021 and enabled the company to access
incremental natural gas capacity to address current and
future growth by constructing a line to connect the 18-inch
FGT pipeline to the west with the eight-inch FGT pipeline to
the east. The cost of this project was $33 million, and it
involved adding 21 miles of mains. It was engineered,
designed, and constructed using the processes previously
described In my direct testimony. The project is prudent and

should be included In rate base In this case.

C. RRE Projects from 2022 to 2024
What major RRE projects were underway in 2022 and will be

placed In service in 20237

There are fTour major RRE projects and a collection of
technology projects, including the company’s WAM system. Two

of the RRE projects were ongoing in 2022 and will be completed
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in 2023. Construction on two of the projects will begin in
2023 and extend into 2025. A schedule summarizing the projects
and their projected capital spending for them from 2022 to

2024 i1s included in Exhibit CCR-1 as Document No. 2.

What major RRE projects were underway in 2022 and will be

placed in service in 20237?

There are two, the Sumterville-Dade City Connector (““Dade
City Connector”) project and the WAM project. Both projects
will provide important RRE benefits to Peoples and its
customers, are being constructed using the processes |1
previously described in my direct testimony, are prudent, and
should be included iIn rate base for the 2024 projected test

year.

Dade City Connector

Please describe the Dade City Connector project.

The Dade City Connector project 1is currently under
construction and projected to be iIn service by December 31,
2023. This project involves constructing a 30-mile lateral
using eight-inch steel pipe. The Tfacilities are being
installed mainly in the public rights-of-ways adjacent to US

Highway 301 from Dade City to Sumterville, Florida. The
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pipeline will address capacity and reliability issues in the
Ocala service area. As part of the project, the company will
install three Main Line Valve sites equidistance along the
lateral on fee-owned parcels. The new pipeline will be fed

from the Lakeland to Dade City 12-inch pipeline.

How does the Dade City Connector project address the company’s

capacity needs in its Ocala service area?

The Ocala service area has seen significant load growth in
the past six years with loads increasing by 28 million therms,
or 97 percent, since 2018. In terms of customers, total
customer count went from 43,408 in 2018 to 54,583 in 2022 for
the Ocala service area. This growth has caused pressure drops
in the southern parts of the Ocala service area, which is
several miles away from the Ocala main gate station located
in the northern part of the Ocala service area. These pressure
drops and other day-to-day system balancing and operating
challenges are the reasons this project is needed. In short,
the company needed the additional capacity to serve the

growing Ocala service area.

What are the company’s capacity needs in its Ocala service
area and how will the Dade City Connector provide the

necessary additional capacity?

D5-304
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The current peak demand in the Ocala service area is
approximately 38,900 MMBtu/day, and the company’s current
system is designed to handle approximately 12,500 MMBtu/day.
The Dade City Connector will add approximately 33,500
MMBtu/day of additional capacity to the Ocala system, thus,
raising the Ocala service area’s peak capacity to
approximately 46,000 MMBtu/day. The incremental load handling
capacity of the system will result in better service to
existing and new customers across the system. The new capacity
will 1mmediately i1mprove system pressure across the Ocala

service area.

Did Peoples consider any alternatives to address the

increasing demand in its Ocala service area?

Yes. Peoples initially considered a new long-term interstate
transportation service from FGT and Sabal Trail Transmission
(“STT”) as a solution to capacity restraints; however, the
new cost of this alternative became prohibitive and the
resulting rate 1impact on the company’s customers was a
concern. This led Peoples to explore other alternatives,
including the Dade City Connector project, which ultimately
proved to be the Hlowest cost and best overall long-term

solution for customers.
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How will the Dade City Connector project benefit customers?

The Dade City Connector will provide a back-feed to the
company’s entire Ocala service area and hydraulically connect
the Tampa and Ocala service areas. It will provide system
hardening to the company’s entire distribution system and
will bolster the Ocala service area’s current capacity which

will benefit all customers in the Ocala area.

The project will also: (1) allow the company to redeploy and
repurpose its Pasco Cogen line that formerly served the Pasco
Cogen Power Plant; (2) support the safe addition of new
customers seeking gas service and will enable existing
customers to add high-load appliances, including standby
generators, without experiencing gas supply delivery
curtailments or limitations; and (3) iImprove gas service
availability In a geographic area with a growing population

with Increasing energy demand.

What is the projected total cost of the Dade City Connector
project and how does that cost compare to the estimated cost
provided by the company 1in 1its last general base rate

proceeding?

In the 2020 general base rate proceeding, the 2019 cost
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estimate was approximately $69 million. With the project
being constructed four years later, the estimate for Dade
City Connector is now $79 million. This iIncreased estimate
reflects the inflationary pressures of the materials and
labor increases experienced by Peoples over that period. The
project team continues to work to identify opportunities for
cost reduction including cost savings with route selection,
the strategic procurement of pipe at lower than estimate
pricing, and lower than expected costs from the contractor by
using Peoples” bid process, which now 1i1ncorporates early

contractor engagement to ensure greater price certainty.

WAM

Please describe the company’s WAM project.

WAM 1s a central technology platform used by most utilities
to track all aspects of an asset’s life including planning,
design, construction, use and retirement and provide for safe
operations. It facilitates better work planning and
execution, centralized management of assets, enhanced
customer service and system safety. The company expects its
WAM system to deliver efficiency improvements that will

support system growth and reduce risks.

How does WAM fit into the company’s overall strategy?
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The company’s strategy revolves around meeting customer
demand for safe, clean, and affordable natural gas. The
challenge for the company is to determine the best, most cost-
effective, and efficient way to meet this demand. Deploying
technology is part of that answer. WAM will allow Peoples to
use technology to efficiently meet customer demand as Peoples
manages an increasingly complex gas system. WAM will enable
more effective use of capital and O&M resources through better

planning and work management.

What is the projected cost of the WAM system and when will it

be iIn service?

The company budgeted the capital portion of the WAM system to
cost approximately $34.4 million, which is reflected in the
company’s projected rate base for the 2024 projected test
year. The project is projected to be completed mid-2023. As
of March 31, 2023, all major components were purchased,
contracts were place and the project was within budget. The
company spent approximately $12.7 million on WAM in 2022 and

expects to spend approximately $10 million in 2023.

Is the company’s projected investment in i1ts WAM system

reasonable and prudent?

D5-308
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Yes. The WAM system will provide substantial operational,
customer service and risk reduction benefits for the company
and 1its customers. It was procured using the company’s
standard supply chain practices which are designed to ensure
that goods and services are purchased at the lowest reasonable

cost. WAM systems are considered the industry standard.

How did the company procure the equipment and services for

the WAM system?

The company ultimately selected SAP as i1ts major software
vendor using Deloitte as 1ts system integrator through a
technical requirement and needs assessment and a rigorous
procurement process that evaluated multiple options. The
objective technical review of multiple proposals showed that
SAP: (1) offered the most cost-effective and robust solution,
(2) is a known industry leader, and (3) iIntegrates well in
the Peoples SAP 1iInformation technology ecosystem. More
importantly, SAP’s products can be updated and improved as
new applications become available. A schedule detailing the
major components and projected costs for the company’s WAM
project by year is included in Document No. 3 of Exhibit No.

CCR-1.

How will WAM benefit Peoples” customers?
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The WAM system will allow the company to centralize work in
one system, eliminating the need for multiple independent
niche systems and will serve as the hub for all work including
new construction, system reliability and maintenance and
compliance. WAM will: reduce the risk associated with
multiple niche systems; digitalize and standardize manual
processes; and integrate them with existing enterprise

financial and customer systems (e.g., ERP and CRB).

WAM will enable the optimization of work planning, scheduling
and dispatch, and better project planning and tracking. In
providing a new source of operational data and reporting, WAM
will improve decision-making, eliminate manual work, and

enable tighter controls.

These benefits will provide net efficiency gains, mitigate
cost iIncreases, reduce risks, and allow Peoples to continue
to efficiently grow and meet customer demand for safe and

reliable gas service with an exceptional customer experience.

Will WAM result in lower O&M expense in the 2024 projected

test year?

In time, WAM will generate O&M cost savings and avoidance,

but only minimally in the 2024 projected test year. Benefits
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realizations are expected gradually by year three of
operating the system. In 2024, WAM will deliver a
technological foundation to gain efficiencies In managing the
limited personnel resources, supply chain costs, and other
project costs for engineering and construction. Once the
infrastructure is fully implemented, WAM will also provide a
technological foundation to enhance routing, resource
management, and task prioritization efforts described by
witness 0’Connor. Peoples has operated without a WAM system
in the past, but with the expanding customer base, evolving
compliance requirements and overall workload challenges, this
implementation is the most prudent option to maximize current

and future resources using the most current technology.

What major RRE projects are beginning in 2023 and will extend

into the 2024 projected test year?

There are two, the Tampa City Distribution Trunk and the
Downtown Tampa Main projects. Both will be engineered,
designed, and constructed using the processes previously
described in my direct testimony. Due to the size of these
projects and their 2025 in-service dates, they will be
eligible to accrue an Allowance for Funds Used During
Construction (“AFUDC”) and the capital cost will not be

included In the company’s 2024 projected test year rate base
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calculation.

Tampa City Distribution Trunk Project

Please describe the Tampa City Distribution Trunk project.

This project involves using approximately 15 miles of six-
inch, 125 pounds per square inch (“psi”) of pressure coated
steel pipe to form high-pressure trunk line, mainlines which
connect at distant points, through the 60-psi large urban
Tampa distribution system. The trunk line will connect the
high-pressure mainlines at Crest and Hubert Avenues with the
Tampa Southwest gate station and the Estuary regulator
station. The company will install three to four additional
regulator stations off the coated steel pipeline in strategic
areas to feed the existing 60 psi distribution system,
eliminate pressure issues, and support a significant amount
of new demand. Construction of this project iIs expected to
begin 1n 2023 and end in 2025 and is budgeted to cost

approximately $14 million.

Tampa Downtown Main Project

Please describe the Tampa Downtown Main project.

This project will replace approximately 12 miles of aging gas

main and accompanying service lines iIn the downtown area of

D5-312
53




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

1621
D5-313

Tampa. The existing pipeline infrastructure consists of steel
pipe and some sections of plastic pipe incased in steel pipe
under existing sidewalks and pavement which needs to be
removed and replaced to ensure proper leak detection.
Replacement of these mains will allow operation up to 60 psi
and provide better service for increased load in the downtown
area. It will also enhance the company’s ability to physically
locate i1ts assets to facilitate repairs and prevent damages.
Construction of this project is expected to begin in 2023 and

end In 2025 at a budgeted cost of approximately $19 million.

Technology Projects

Other than for WAM, what amount did the company spend on
technology capital projects in 2022, and how much does it

expect to spend in 2023 and 20247?

The company spent approximately $9.5 million on technology
capital projects iIn 2022 and has budgeted to spend
approximately $9.0 and $15.1 million in 2023 and 2024,
respectively. These amounts represent either (1) Peoples’
share of the capital cost of common IT projects being
performed by Tampa Electric or (2) specific projects for
Peoples to be executed by Tampa Electric or Peoples. The
allocation and attribution process is described earlier in my

direct testimony.

D5-313
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What are the non-WAM IT projects in 2022, 2023 and 20247?

The company’s non-WAM IT project costs for 2022 through 2024
are shown on Document No. 4 of Exhibit No. CCR-1. Explanations
of the most significant non-WAM IT projects, how they benefit
customers and why they are prudent are captured in Document

No. 5 of the exhibit.

Are the non-WAM IT projects for 2022 to 2024 prudent?

Yes. They are needed to provide safe, reliable, and efficient
gas service to Peoples” customers. They were or will be
procured at the lowest reasonable cost, will benefit Peoples”
customers, and should be included in rate base for the

company’s 2024 projected test year.

D. LEGACY PIPE PROJECTS
Please describe Peoples” Cast Iron/Bare Steel Replacement

(““C1/BSR”) rider program.

Maintaining safe and reliable assets while delivering value
to customers i1s Peoples” primary focus, especially for the
ECT group. Like many other utilities iIn the U.S., Peoples
identified legacy assets that required replacement to ensure

long-term reliability and system integrity, namely legacy
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cast iron pipe, bare steel pipe (“CI1/BS”’) and problematic

plastic pipe (“PPP).

In 2012, Peoples began a program to retire and replace all
C1/BS pipe from its system through the CI/BSR rider, which
was approved by the Commission in Docket No. 20110320-GU, by
Order PSC-12-0476-TRF-GU, 1issued on September 18, 2012. The
Commission later approved extending the program to include
PPP. The company will continue to minimize safety risks and
improve operational reliability for i1ts customers and the
public by replacing these high-risk legacy pipes. The CS/BSR
program has enhanced the safety of Peoples” distribution
system and has reduced methane emissions by mitigating

pipeline assets that have a higher prevalence for leaks.

What progress has the company made replacing legacy pipe?

By the end of 2023, Peoples will have replaced all but
approximately 0.5 miles of CI/BS pipe, or a total of 431
miles. The replacement of the remaining 0.5 miles of CI/BS is
delayed due to a local government-imposed construction

moratorium in place until 2027.

Peoples removed all remaining low-pressure pipelines, 11

miles, from the system as of mid-2019. These low-pressure
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pipelines were considered high safety risks since there are
no added protections (e.g., pressure regulators) installed at

the connected customer premises.

Peoples began replacing PPP on July 1, 2017 and has replaced
approximately 528 miles of PPP since that date. By the end of
2023, the company will have approximately 239 miles of PPP
remaining for replacement. The company expects to complete

PPP replacements by 2028.

What amount did the company spend in 2022 to replace CI1/BS
and PPP pipe, and how much does i1t expect to spend in 2023
and 20247

Peoples spent approximately $31.3 million for legacy pipe
replacement in 2022. It expects to spend $27.3 and $20.8
million, respectively, in 2023 and 2024. This represents the
capital costs associated with replacing a total of 71 and 53
miles of legacy pipe iIn 2023 and 2024, respectively. The
company performs work associated with these projects 1iIn
accordance with the supply chain and other processes
described earlier In my direct testimony. This work Is needed
for safety and 1is prudent. The company’s proposal for
recovering the cost of these projects and other CI/BSR

projects will be explained by witness Parsons in her prepared
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direct testimony.

YEAR OPERATIONS AND MAINTENANCE EXPENSES
What amount of ECT O0&M expenses is included in the 2024
projected test year and calculation of the company’s proposed

rate increase?

The ECT group is forecasted to incur approximately $7.1
million of O&M attributed in the 2024 projected test year. Of
this amount, $4.4 million is categorized as trended O&M, while
$2.7 million is categorized as not trended O&M. Company
witness Parsons addresses trended O&M in her direct testimony
and my direct testimony provides explanations for not trended

0&M 1ncluding team member additions.

How does the 2024 not trended O&M expense amount compare to
the actual ECT not trended O&M amount in 2022 and 2023, and

projected for 20247?

The ECT not trended 0&VM for ECT was $2.3 million and $2.7
million in 2022 and 2023, respectively. The increase from
2023 to 2024 is negligible (less than $10,000) and the
increase over the two-year period of 2022 compared to 2024 is
approximately $400,000, or 18 percent. The major causes of

the variance between 2022 and 2024 are attributed to an

D5-317
58




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

1626
D5-318

increase in Distribution Integrity Management Program
(“DIMP”) costs and IT-related costs including software
licensing and WAM support, which are being offset by
reductions 1In Transmission Integrity Management Program
(“TIMP”) costs and Tampa Electric allocations fTor Supply

Chain.

Peoples” TIMP 0&M remained constant between 2022 and 2023 at
$1.4 million each year due to a levelized accounting
treatment approved by the Commission iIn the company’s last
general base rate proceeding. As discussed further in the
direct testimony of witness Parsons, the term of this approved
levelized accounting treatment expires 1iIn 2023 and the
company proposes continuing the treatment but lowering the
O&M to just under $1 million based on projected TIMP spending
for 2024 through 2026. Peoples” 0&M spending for the DIMP
system is projected to increase from $27,000 to $154,000
between 2022 and 2023 (and $157,000 in 2024) due to the
introduction of a new DIMP probabilistic risk modeling system

to replace the existing index-based risk model.

Renewal of the Microsoft Enterprise Agreement (EA) will come
due 1n 2023 and into 2024, and increased licensing costs are
expected. In addition, WAM maintenance will begin in 2023.

Combined, these items add $334,000 in 2023 and $341,000 in
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2024 for vendor license and maintenance costs.

The WAM-related increase of approximately $407,000 between
2022 and 2023 i1s primarily caused by a shift from capital to
O&M contractor support. The projection for WAM maintenance
will slightly increase to approximately $416,000 as more
support i1s needed and additional releases and enhancements

are deployed.

By implementing 1ts own Supply Chain team, Peoples has reduced
its dependency on Tampa Electric. This is evidenced by the
reduction of procurement allocation costs of $839,000 in 2022
to around $374,000 in 2023, with a projected amount of
$382,000 in 2024.

What factors have contributed to the growth in ECT not trended

O&M expenses since 20227?

Currently, Peoples i1s making a strategic capital investment
into a new DIMP probabilistic risk model system. The new
system is scheduled for deployment by end of year 2023, meets
PHMSA recommendations and best practices, and will replace
the company’s current DIMP index-based risk modeling system.
Implementation in 2023 will generate an increase iIn O0O&M

expense for DIMP Risk Analysis and Planning.
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In 2022, the WAM project deployed its first release to
Peoples. This release has produced a shift in contractor
project resources Tfrom implementation to support and
maintenance. This has resulted in a move from capital to O&M

in 2023, with continued O&M expense into 2024.

Additionally, starting in the second half of 2023, Peoples
will not be able to capitalize a major portion of the
company’s existing enterprise agreement with Microsoft.
Peoples capitalized the cost of license agreements for prior
projects as part previous workstation refresh and server
infrastructure capital iInvestments. From these workstation
and server investments, Peoples now transitions to support
these systems, which also shifts funding to maintenance and
compliance efforts. This will move portions of the company’s
investment from capital to 0&M Tfor the EA licensing and

maintenance agreement.

Has the company needed to add personnel in the ECT area?

Yes. Demand for natural gas as a safe, clean, and reliable
source of energy continues to be high in Florida. The value
of natural gas coupled with the continued population growth
in Florida i1s projected to result iIn the addition of over

51,000 new customers from 2022 to 2024. This growth, 1iIn
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combination with reliability projects and emerging market
projects, notably Renewable Natural Gas (“RNG”), has
increased the company’s need for team members and outside

service providers in the ECT area.

The company need to add people to its ECT team so 1t can
continue to Tfocus on 1Improving processes and leveraging
technologies to better manage an increasingly complex natural
gas system, operate safely and reliably, and support the
capital portfolio to ensure projects are delivered with value

in mind.

Please describe how the ECT team has grown since the company’s
last general base rate proceeding and its hiring plans through

20247

Peoples added 20 additional team members to the ECT team 1in
2022, and as shown on pages 19c through 19e of MFR Schedule
G-2, iIntends to add 33 and eight additional team members in
2023 and 2024, respectively. The 41 added personnel are
categorized as ‘“operation supervision and engineering” (FERC
Account 870), “other expenses (Operations)” (FERC Account
880), and “administrative and general salaries” (FERC Account
920). It 1s worth noting that only a fraction of the costs

for the added positions for the ECT team result in an 0&M
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impact. Most of the costs relate directly to capital work and

will be capitalized as part of the cost of capital projects.

Please describe the roles and responsibilities of the ECT
team members the company has and plans to add in 2023 and

20247

28 of the 41 ECT positions to be added between 2023 and 2024
are in support of operation supervision and engineering -
FERC account 870. These positions will support customer
growth (installation of new services), capital management
(planning, execution, and governance) and support services

(GIS, engineering and design, and system planning).

Of the 28 new positions for FERC account 870, 17 will support
customer growth. These 17 positions include a combination of
replacements and new positions. These positions are needed to

support the continued growth of new services installed each

year including Gas Design Technicians, Construction
Inspectors, Gas Design Supervisors and Construction
Supervisors.

Seven of the 28 positions will be members of a new Capital
Management Group. The purpose of this group is to reinforce,

monitor, and govern capital investment execution to ensure

D5-322
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continued customer value. Use of a capital management group

is a common utility best practice.

The balance of the 28 team member additions - FERC account
870 support the natural gas system integrity. These four
positions will support Peoples expanding and increasingly
complex system to ensure safe operations. These positions
include Engineers, GIS Technicians, and system modelling
personnel. These positions are critical to ensure compliance
with regulatory requirements, safe operations, and prudent

system planning.

In addition to the 28 positions supporting FERC account 870,
the company plans to add eight team members under FERC account
880 — other expenses (Operations) iIn 2023 and 2024. These
personnel will support a growing natural gas system through
24hr monitoring of the natural gas system from the Gas Control

and Measurement and Regulation teams.

The remaining five of the 41 ECT additional positions in 2023
and 2024 will be included in FERC account 920 — Administrative
and General Salaries. These personnel will support delivering
greater value to customers through strategic materials and
supplies contract management. A portion of the team was

established in 2022 with the balance hired or to be hired in
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2023. The Supply Chain team will ensure strategic contracting
and management for Peoples materials and services so Peoples
can effectively deliver on its 0&M and capital budgets with

the best value for customers in mind.

Finding qualified persons to Till these positions has been a
challenge in the current labor market. The current Ilabor
market challenges experienced in the ECT area are explained

by witness Bluestone in her prepared direct testimony.

What actions has the company taken to control the level of

ECT O&M expenses in the 2024 projected test year?

With the growth experienced in the past few years, the Peoples
system continues to evolve and grow in complexity. To ensure
Peoples continues to operate a safe and reliable system while
delivering value to customers, the team continues to evaluate
and implement opportunities to 1iIncrease productivity,
efficiency and reduce costs. This includes formal process
improvement projects, refinement, and implementation of
better Key Performance Indicators (KPIs), lessons learned on
large projects, implementation of the Supply Chain team to
reduce materials and supply costs, and implementation and
leveraging of technologies such as GPS and Barcoding,

MobilGuard leak detection, WAM, and Integrity Management

D5-324
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software.

Q. Is the level of ECT 0&M expenses In the 2024 projected test
year reasonable?

A Yes. Positions have been added in areas to support customer
demand, better manage a growing capital budget, lower
supplies and materials costs, and operate a growing and more
complex system. The year-over-year growth in O&M, including
2024, 1s aligned and i1n support of system growth.

SUMMARY

Q.- Please summarize your prepared direct testimony.

A. Peoples is committed to operating a safe and reliable system

while delivering value to customers. Florida’s population
growth has resulted in greater demand for natural gas. As the
company expands 1its distribution system to meet growing
customer demand, the ECT group works with other areas of the
company to ensure those commitments are met. The team works
with its affiliate service provider, Tampa Electric, to
deliver IT solutions that are foundational to delivering
safe, reliable, and efficient gas service and an exceptional
customer experience Tor Peoples” customers. Understanding

that the increase iIn demand drives costs, the supply chain

D5-325
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management system enables Peoples to secure goods and
services at the greatest value and lowest reasonable cost to
its customers. The residential and small commercial, RRE,
legacy pipe, and technology capital projects undertaken by
the company since i1ts last general base rate proceeding and
the ECT O&M expenses in the company’s 2024 projected test

year are reasonable and prudent.

Does this conclude your prepared direct testimony?

Yes.

D5-326
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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION
REBUTTAL TESTIMONY
OF
CHRISTIAN C. RICHARD

Please state your name, address, occupation and

employer.

My name is Christian C. Richard. 1 am employed by
Peoples Gas System, Inc. (“Peoples” or the “company”) as
its Vice President of Engineering, Construction and
Technology (“ECT”). My business address is 702 North

Franklin Street, Tampa, Florida 33602.

Are you the same Christian C. Richard who filed direct

testimony in this proceeding?

Yes, | am.

What i1s the purpose of your rebuttal testimony?

The purpose of my rebuttal testimony is to address three

issues raised by the Office of Public Counsel’s (““OPC™)

witness Lane Kollen regarding capital spending, staffing

for construction activities, and the company’sg3¥58
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supply chain management team.

Have you prepared an exhibit supporting your rebuttal

testimony?

Yes. Exhibit No. CCR-2, entitled “Rebuttal Exhibit of
Christian C. Richard,” was prepared under my direction
and supervision and accompanies my rebuttal testimony.
The contents of my rebuttal exhibit were derived from
the business records of the company and are true and
correct to the best of my knowledge and belief. My

rebuttal exhibit consists of one document:

Document No. 1 Five-Year Capital Spending — Budget

Versus Actual

Please summarize your areas of disagreement with witness

Kollen’s testimony.

I disagree that the company®s proposed revenue
requirement should be reduced to reflect witness
Kollen’s suggested lower rate base in 2023 and 2024. 1
also disagree with his conclusions that the company does
not need to hire employees to support construction

activities and that the company created i1ts supply chain

E3-69
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management team because of the 2023 Transaction.

Capital Spending

Do you agree that the company’s 2024 revenue requirement
should be reduced by $3.9 million because the company
cannot be expected to spend the money it has budgeted

for capital projects in 2023 and 20247

No. Witness Kollen uses a five-year average calculation
of the company’s budgeted and actual capital spending to
propose adjustments that reduce test year rate base,
return on rate base, and depreciation expense. HIis
approach to calculating his proposed adjustment fails to
recognize the capital governance changes the company has
made that have i1mproved the capital budgeting process,
capital spending controls, and substantially reduced the
variances experienced between budgeted and actual
capital additions. 1 will explain these iImprovements,
and the resulting reduction iIn budget variances, In my
rebuttal testimony. Although I do not address this issue
in my rebuttal testimony, 1 also disagree with witness
Kollen’s recommendation because it is based iIn part on
an improper variance calculation for 2022. This issue is
explained in the rebuttal testimony of Peoples” witness

Rachel B. Parsons.

E3-70
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Has the company i1mproved its capital governance and
management processes and controls over the past fTive

years?

Yes. Peoples has made improvements to the capital
governance and budgeting process for residential and
commercial customer additions, including distribution
blanket work and distribution funding projects less than
$1.5 million. The company has also made similar
improvements for large capital projects, 1including
distribution projects over $1.5 million and all other
projects related to growth; Reliability, Resiliency, and
Efficiency (“RRE”) projects; and projects qualifying for

Allowance for Funds Used During Construction (“AFUDC”).

In 2021, Peoples built a new budgeting tool for
distribution work (residential and commercial) that
allows the company to improve i1ts prediction of work by
division. With the additional 51,000 customers the
company projects 1t will add between 2022 and 2024, more
accurate models to predict and forecast expected
workload ensures better planning for contracted

construction resources and less variance to budget.

For the larger projects, which may include distribution

E3-71
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and transmission projects related to growth, RRE and/or
AFUDC, Peoples revised, improved, and implemented new
class estimation processes that include better defined
stage gates and class estimates. Details, including
definitions of class estimate processes are provided in
my prepared direct testimony starting on page 10, line
21. The company has also improved its project planning
by engaging with construction contractors, safety
professionals and with its new Supply Chain team early
in a project to ensure Requests For Proposals (“RFPs™)
contain the best available iInformation to reduce
unknowns and risks, which lowers the risk of change
order requests during construction. Peoples also
changed and improved its contingency planning process
and now plans for contingency on a line-by-line basis
which allows for more accurate estimates based on the
risk profile for each line item. For example, materials
typically carry a different Ilevel of contingency
compared to contracted labor. Materials contingency
depends on general availability, supply chain
constraints, market pricing volatility, ability to
secure early pricing and inflation. Contracted labor
contingency 1is based on scope definition, project
unknowns, Tfield conditions and other construction

unknowns encountered during construction. Each requires

E3-72
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a risk and contingency analysis to ensure the proper
level of contingency and planning to increase project

budgeting and forecasting accuracy.

The pandemic’s impact on the global economy, including
inflation, has also 1impacted project planning and
budgeting. Some of Peoples” larger projects are planned
months or years i1n advance. Inflation assumptions can
impact a project’s delivered cost. Project inflation
assumptions are now updated more regularly using a

standard assumption across the organization.

These changes have made quantifiable i1mprovements,
evidenced by the year-over-year improvement 1in the
variance between budget and actuals over the past five

years.

How has the variance between budget and actuals changed

over the past five years?

Document No. 1 and the graph below 1illustrate the
company’s improvement 1in variance between budget and
actuals beginning iIn 2020. The average variance to
budget has improved from 14 percent in 2018 and 2019, to

-0.7 percent between 2020 and 2022. Most of the
E3-73
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variance in 2022 (-8.8 percent) was driven by higher
than projected growth in the number of residential and
commercial customers. The budgeting tool iImprovements
implemented in 2022 will enable further reductions in

variance between budget and actuals.

% Variance to Budget by Year
20%

:.‘an 2020-22 Avg: -0.7%
i H B

=]

oo

8 0%

o 2018-19 Avg: -14%

§ -10%

'E 2018 2019 2020 2021 2022
3:; Year

N 2018 m 2019 2020 w2021 2022

Are the Brightmark RNG and FGT to JEF projects expected

to go iInto service as originally planned?

No. Both projects have been delayed, due to customer

requirements and delays.

IT you exclude these two large projects, how 1is the
company performing against its capital budget in 2023

through May?

Total year-to-date capital spend as of the end of May

2023, adjusted to exclude the Brightmark RNG and FGngEF
E3-74
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projects, is within 0.25 percent of budget. The year-
to-date budget as of the end of May 2023 was $157.9
million with actuals of $157.5 million or $0.4 million
(0.25 percent) below budget. This has been challenged
with higher-than-expected growth in residential and
commercial customer additions. Peoples anticipates
adding 3,000 more customers compared to plan. The
Florida economy and housing market continue to be
robust. Witness Parsons will address the impact of
those additional customers on the company’s forecasted

test year.

Do you believe that the company will spend i1ts budgeted
capital dollars in 2023 and 20247

Yes, when adjusted for the delay in the FGT to JEF
project, Peoples is expected to meet its 2023 and 2024
budgets. As of the end of May 2023, Peoples is
forecasted to spend $365 million versus a budget of $397
million. The $32 million variance relates to the delay
in the FGT to JEF project. Consequently, Peoples 1is
projected to overspend in 2024 by the same amount. The
project delay will push $32 million from 2023 to 2024.
This delay in the FGT to JEF project will not affect the

company’s projected revenue requirement.

E3-75
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Staffing for Construction

Do you agree with witness Kollen that the company 1is
adequately staffed for continued growth in customers and

related infrastructure?

No. The Peoples natural gas system is growing In size
and complexity and requires additional resources to
ensure safe and reliable service. Peoples plans to hire
41 employees in the ECT area in 2023 and 2024 and will
go from 150 full-time equivalents iIn 2022 to 191 in
2024. OfF the 41 employees to be hired, 17 are
replacements (vacancies at the end of December 2022) and
24 are new. The 17 replacements are part of the ongoing
employee vacancies created from promotions, retirements
and attrition. OFf the 24 new positions, five are Supply
Chain (FERC Account “Admin and General Salaries’), four
are Gas Control and Measurement and Regulation (FERC
Account “Other Exp”), seven are in support of improved
capital management, while the balance (8) are to support
design, engineering and construction (FERC Account
“Operations, Supervision and Engineering”). It is worth
noting the majority of the costs associated with the new
ECT positions are iIn support of Peoples” capital plan

and are charged to capital.

E3-76
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Why are the Tfive additional Supply Chain positions

necessary?

The business case and benefits to support a gas-specific
supply chain team are well-documented In my prepared
direct testimony. The five Peoples Supply Chain
positions are supported by a reduction in allocations
from Tampa Electric from $839,000 in 2022 to $382,000 in
2024. This reduction of $457,000 offsets most of the
cost of the five Supply Chain additions. With this
change, the Supply Chain function will include Peoples”
specific resources to support 1i1ts specific needs and
requirements with some continued transactional support
from Tampa Electric. The result will ensure greater
capital and O0&M efficiency and greater value for

customers.

Why are the fTour new positions iIn Gas Control and

Measurement and Regulation necessary?

The four new positions iIn Gas Control and Measurement
and Regulation (““M&R™) are required to manage increased
workload due to a growing and increasingly complex
natural gas system. This growth and the 1increasing

complexity are the result of adding new metering and

E3-77
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regulation sites and new gas quality equipment. To
illustrate, between 2022 and year-to-date 2023, Peoples
added the FGT to Big Bend pipeline and associated
interconnects and valve sites; RNG injection and receipt
points; and will be adding iInterconnects such as the
Dade City Connector interconnects and more RNG injection
and receipt points. This iIs iIn addition to the system
expansion required to serve the 22,000 additional
customers per year that Peoples added between 2020 and
2022, and the additional 51,000 customers the company
projects it will add between 2022 and 2024. As a result
of this activity, the M&R team is now responsible for
maintaining 4,318 existing asset points (pressure
transmitters, temperature transmitters, regulators, flow
control valves, gas chromatographs, Tfilter separators,
and meters) and the 810 new asset points added between

2021 and 2023 to date.

The M&R team also manages the new compliance
requirements introduced by the Transportation Safety
Administration (“TSA”) related to cyber and physical
security. These new requirements require the M&R team to
track, manage and monitor over 800 specific types of
equipment throughout the state (remote terminal units,

programmable logic controllers, and cellular modems) and

E3-78
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ensure software iIs updated and secure. Additional asset

points are expected in 2023 and 2024.

The Gas Control team monitors pipeline distribution
system operations, including monitoring for critical or
abnormal conditions. Gas Control builds and maintains
SCADA monitoring screens, monitors the asset points for
alarms on a 24-hr basis via the SCADA system,
troubleshoots, and dispatches the M&R team when
required. Gas Control 1is a critical function that
ensures safe and reliable operations of the Peoples
natural gas system. As mentioned above, Peoples added
810 asset points between 2021 and year to date 2023.
These additional asset points require constant
monitoring. The four new positions (two in Gas Control
and two in M&R) will support the added complexity of the
system and additional workload to ensure consistent,

safe and reliable operations.

Why are the seven positions i1n the Capital Management

Group necessary?

The seven positions in the Capital Management Group will
reinforce, monitor, and govern capital 1Investment

execution to ensure continued customer value. Use of a

E3-79
12




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

SECOND REVISED: 08/16482023
E3-80

capital management group 1is a common utility best
practice but is not yet iIn place at Peoples. The new
team will help find more efficiency and value iIn capital
management, including Tformalizing the process and
building an annual Integrated Resource Plan with a 10-
year horizon, ensuring that plan is reflected In the 5-
year Forecast and annual budgets. The team will also
implement and continuously improve the capital
governance process and work to ensure efficient capital
execution, resource planning, execution monitoring and
management. Driven by growth, Peoples” average annual
capital budget has grown in recent years and this team
will ensure that capital continues to be optimized to
provide value to customers. The company”’s i1mproved
capital governance may also mitigate the need for future
base rate increases by achieving greater efficiencies in

capital investments.

Why are the other 5 support positions necessary?

Of the remaining 8 new positions, 5 support increased

workload related to residential and commercial customer

growth throughout the state and RRE projects, including

municipal improvement projects. There has been a
particularly noticeable Increase in Municipal
E3-80
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Improvement projects driven by the Inflation Reduction
Act. Local and state governments are taking advantage
of this funding to improve transportation
infrastructure, which 1iIn turn vrequires Peoples to
relocate some of iIts assets. Some areas of the state
also have new, more strict permitting requirements.
These new permitting requirements impact design and
require more oversight, including more stringent
restoration requirements after construction, additional
asphalt work, and additional well pointing. The
additional resources are not only targeted iIn areas with
increased permitting requirements, they are also
targeted in areas of the state with higher growth rates
such as Jacksonville, Ocala, and Fort Myers where local
design and construction oversight is performed. These
areas of higher growth of residential and commercial
customers typically also includes higher municipal
improvement relocation projects. The positions required
to support the increased workload includes four Gas
Design Technicians, fTour Construction Inspectors, two

administrative positions, and one Gas Design Supervisor.

The remaining three new positions (of the 8) includes
one GIS position, one engineer TfTor large project

engineering design and project management and one

E3-81
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position to support system modelling for new gas
infrastructure and reliability of existing

infrastructure.

The one GIS position is required to help manage
increased workload driven by growth and increased locate
tickets as described i1In Witness Timothy O0”Connor’s
testimony. The new position will also improve safety by
continuing to reduce the average number of days to
record system additions in the company’s GIS system
following construction. In 2022, it took, on average,
39.4 days to record these system additions. As of June
2023, the number of days improved to 15.7. The company
hopes to reduce this to seven days or less, and the
additional resource will help the company meet this
goal. This goal is important because current maps and
records improve the quality of locating and reduce the
risk of damages. The additional resource will also
improve storm and emergency management by providing
timely and accurate records during emergencies. Current
and accurate maps and records are critical to the
continued safe operation of the system and aid iIn
restoration efforts.

The engineer for large project engineering design and

project management is required to manage the influx of

E3-82
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new projects related to growth, reliability and
municipal Improvements. As discussed earlier in this
testimony, municipal improvement projects related to the
Inflation Reduction Act have caused an increase in asset
relocation projects. These projects vary in scope and
complexity and all require design and engineering from
either the Distribution Design and Construction team or

from the corporate engineering team.

The system modelling position is important to update
Peoples” system model with the changes referenced in my
testimony to ensure all system impacts are identified
and managed when adding new customers and assets. This
function 1is critical to identify potential areas of

concern from a safety and reliability perspective.

The ECT group includes many subject matter experts in
highly technical roles. The additional positions
referenced above enable Peoples to ensure proper talent
development and succession planning to continue to
provide safe and reliable service to customers as key

contributors retire.

Supply Chain

Did the company establish i1ts own supply chain team

E3-83
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because of the 2023 Transaction described 1i1n the

prepared direct testimony of Helen J. Wesley?

No. The Supply Chain team was created independent of the
2023 Transaction. Planning for this change began in
2021. One 1s 1ndependent of the other and Peoples
continues to rely on Tampa Electric shared services
including IT, CE (customer experience), HR
(transactional functions such as payroll), and Supply
Chain (transactional functions such as procure-to-pay
and master data). In 2023 and 2024, the net cost of the
Peoples Supply Chain Team was mostly offset by a
reduction in allocated costs from Tampa Electric and
based on the recommendations from a third-party
assessment with the goal of delivering greater value to
customers by having Supply Chain professionals directly

focused on Peoples needs.

SUMMARY

Please summarize your rebuttal testimony.

Witness Kollen’s proposed capital budget reduction in
the company’s 2024 revenue requirement should be
rejected because 1t ignores the company’s capital

governance improvements, which have resulted in reduced

E3-84
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budget variances. Witness Kollen’s recommendations
regarding Peoples” staffing should also be rejected.
Peoples” planned ECT staffing additions in 2023 and 2024
address areas such as system maintenance, system
control, capital management, support, and supply chain
management that are i1mportant to meet the needs of
Peoples” growing customer base and distribution system.
In short, 1 believe Peoples” proposed capital budget and
ECT staffing levels in the 2024 test year should be

approved.

Does this conclude your rebuttal testimony?

Yes, it does.

E3-85
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1 BY Ms. PONDER:

2 Q M. Richard, you did al so prepare and cause to
3 be filed wwth your direct testinony an exhibit marked

4 CCR-1 consisting of five docunents?

5 A Yes.

6 Q Did you al so prepare and cause to be filed

7 wth your rebuttal testinony exhibit marked CCR-2

8 consisting of one docunent?

9 A Yes.

10 M5. PONDER: M. Chairman, Peoples would |ike

11 to note for the record that Exhibit CCR-1 and CCR-2
12 have been identified on the CEL as Exhibits 16 and

13 28.

14 BY M5. PONDER:

15 Q M. R chard, would you please summari ze your
16 direct and rebuttal testinony?

17 A Sur e.

18 Good afternoon, Conm ssioners. M testinony
19 descri bes the company's engi neering, construction and
20 technology team as well as their responsibilities and
21 functions. It also describes the conpany's substanti al
22 growth over the past few years, and how it has inproved
23 in the areas of engineering, construction and

24  technology, to efficiently provide custonmers with

25 natural gas.

112 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com
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1 My testinony expl ai ns engi neering,
2 construction and technol ogy team s capital budgeting and
3 forecasting processes for residential and snal
4 commercial projects, for reliability resiliency and
5 efficiency projects, for |egacy pipe projects, as well
6 as technol ogies capital projects.
7 My testinony al so denonstrates that the
8 conpany's proposed | evels of operation and nai nt enance
9 for expense for engineering, construction and technol ogy
10 for the 2024 test year are reasonable and prudent.
11 My rebuttal testinony describes the
12 inprovenents made in the capital planning and budgeti ng
13 processes evidenced by the reduction in actuals to
14  budget variance from 2020 to 2022 as conpared to 2018
15 and '19. These inprovenents translate into greater
16 certainty and capital planning for 2023 and 2024.
17 My rebuttal testinony al so denonstrates the
18 value of the new supply chain team and supports the
19 overall planned enpl oyee additions into 2024 test year
20 as being reasonabl e and prudent.
21 We are proud of our ability to continue to
22 nmeet custoner expectations for clean, reliable and
23 affordable and safe natural gas.
24 That concl udes ny sunmary.
25 Q Thank you.
112 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com
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1 M5. PONDER: Peoples tenders M. Richard for
2 Cross-exam nati on.
3 CHAI RMAN FAY: Okay. M. Rehw nkel.
4 MR. REHW NKEL: Yes, thank you, M. Chairmn.
5 EXAM NATI ON
6 BY MR REHW NKEL.:
7 Q And good evening -- good afternoon, M.
8 Richard.
9 A Good afternoon.
10 Q In addition to being an engi neer, you have a
11 fairly sophisticated understandi ng of accounting and the
12 ratenmaki ng process fromyour background in utility
13 requlation in the U S and Canada, is that right?
14 A | have know edge, yes.
15 Q Ckay. And in this case, you are here to
16 testify in support of the conpany's capital budget under
17 | ssues 21, 23 and 27, is that right?
18 A Yes.
19 Q And you al so support sone of the ECT, or
20 engineering, construction and technol ogy headcount
21 additions proposed in this case under |ssues 41, 42 and
22 49; is that right?
23 A Yes.
24 Q Now, these headcount additions inpact sal aries
25 and benefits, but you are not here to address the costs
112 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com
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1 of the headcount, but rather the nunber of people to be
2 added, and the functions that support your

3 justifications for them is that right?

4 A Yes.
5 Q You are the conpany w tness designated to ask
6 -- to address the timng and | evel of efficiencies

7 related to the Wrk and Asset Managenent, or WAM

8 project, under Issue 19, right?

9 A Yes.

10 Q And | am going to ask you questions today in
11 hopefully four segnmented areas aligned with just what |
12 amgoing to call CAPEX, but it's the general budget and
13 rate base issues.

14 WAM vyour enpl oyee conpl enent that you

15 support, and | do have questions for you about SeaCoast
16 as it inpacts, or may inpact the headcount additions.
17 A Ckay.

18 Q Wth regard to the rate base issues, you

19 understand that the Conm ssion nust, anong ot her things,
20 determne the proper level of plant in service using a
21  13-nonth average anount for 2024 using as a based upon
22 -- using, in part, based upon the capital expenditures

23 and plant additions; do you understand that?

24 A General ly, vyes.
25 Q Ckay. |If we could go to Exhibit K3, which is
112 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com

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



1659

1 MFR A- 3, pl ease.

2 Now, you are not listed as a sponsor of this

3 docunment, this portion of the MFRs, but you sponsor MRs
4 that roll up to this MFR, is that right?

5 A | believe so. Are these fromny direct?

6 Q This is K-3, which is just the Executive

7 Sunmary.

8 A Ckay.

9 Q Are you --

10 A | am not --

11 Q Ckay. Do you have it on the screen there?
12 CHAI RVAN FAY: Schedule A-3 in the top

13 | ef t - hand?

14 THE WTNESS: | believe so. Yes.

15 BY MR REHW NKEL.:

16 Q So all | wanted to do is just kind of, to set

17  the background here. In Columm 5, under rate base

18 requested by conpany in current case, you see the, on

19 line four, gross utility plant is $3, 337,661, 747, do you
20 see that?

21 A | do.

22 Q And on line 13, the resulting rate base, after
23 you run through all the additions and deductions to the

24 gross plant, is 2,366, 788,452, do you see that?

25 A Yes.

112 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com
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1 Q So this is the rate base that your testinony
2 provides basically the capital budget support for, is
3 that right?
4 A Yes.
5 Q Ckay. The $3.33 billion anpbunt of plant in
6 service proposed by the conpany and advocated, at | east
7 in part by you, contains two distinct elenents. One is
8 an enbedded actual bal ance that includes the actual
9 spend since the last rate case through 12/31/2022, and a
10 second part, which is the purely projected anmounts for
11 the years 20 -- 2023 and 2024, would you agree with
12  that?
13 A Yes.
14 Q Ckay. You woul d al so agree that our expert,
15 M. Kollen, has challenged the Comm ssion's ability to
16 rely on that bal ance based on -- has not challenged the
17 Comm ssion's abilities to rely on that bal ance based on
18 the historical -- let ne withdraw that question.
19 W -- you agree that the Public Counsel has
20 not challenged the historical |evel of rate base through
21 the end of 2022, is that your understandi ng?
22 A That's ny under st andi ng.
23 Q But M. Kollen has chall enged the Conm ssion's
24 ability to rely on the overall bal ance based on
25 historical underruns in the actual plant in service
112 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com

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



1661

1 relative to budgeted anounts, is that your understanding
2 of his testinony?
3 A Yes.
4 Q Ckay. And you are pushing back on that in
5 your testinony, is that right?
6 A That's correct, in ny rebuttal.
7 Q kay. So | would like to explore that for a
8 bit, and just to set the stage for this portion of the
9 testinony.
10 Wul d you agree with ne that M. Kollen's
11  adjustnent, if accepted by the Comm ssion, would result
12 in a revenue requirenent reduction of about $4 mllion,
13 3.89 mllion, is that right?
14 A Yes.
15 Q And that is what the dispute is about rel ated
16 to Issues 21, 23 and 27 related to the capital budget,
17 is that your understandi ng?
18 A Subj ect to check, yes.
19 Q Okay. There are inpacts related to
20 depreci ati on expense, and deferred taxes, and
21 depreciation reserve, but that's not -- that's Ms.
22 Parson's area, not yours, right?
23 A That's correct.
24 Q Ckay. Now, would you agree with ne that
25 Peopl es does not expect that the Comm ssion should
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1 accept its projected plant in service in CWP bal ances

2 just because they are witten down in the MFRs, do they?
3 A | believe that the Comm ssion shoul d eval uate

4 what our proposed capital plan is, and based on that,

5 would have an accounting result.

6 Q Okay. | would like to go to pages K213 and

7 K216, which are MFR schedules, | believe, that you

8 support. OCh, are we there?

9 kay. So this is -- the first page we have up
10 here is the year-end 2023 projected rate base that

11  shows, anong ot her things, projected plant additions, do
12 you see that?

13 A | do.

14 Q Ckay. And that's on -- it |looks like there is

15 a second line 34 there, but the last line 34 at the

16  bottonf
17 A | see that. Yes.
18 Q Ckay. And under colum -- it says additions

19 to plant in service, and you are a sponsor, in part, of

20 this exhibit, right?

21 A That's correct.
22 Q Ckay. And specifically, this 550,582,924
23  nunber woul d be a nunber that you support, right -- you

24  provide support for?

25 A | believe so. Yes.
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1 Q kay. And then if we could go to 216, just --
2 | think we can just scroll down. This is the 2020 --
3 let me --
4 CHAI RMAN FAY: | amgetting -- | guess, M.
5 Wessling, you are pushing themthrough?
6 MS. WESSLI NG  Yes.
7 CHAI RMAN FAY: Yes, M. Richard, are the when
8 he refers to these tables, are they populating for
9 you on the conputer or are you scrolling down to
10 find thenf
11 THE WTNESS: | accepted the pop-up.
12 CHAI RVAN FAY: Perfect.
13 THE WTNESS: So | think -- are we on 49 of
14 130 at this page nunber on the bottonf
15 MR, REHW NKEL: Yeah, it -- mne went there
16 and then it left, M. Chairman, so let ne get to
17 t hat page.
18 Can you push it again? GCkay. 216.
19 THE WTNESS: And to confirm we are at 49 of
20 130? | don't see where the 216 is.
21 MR. REHW NKEL: Yeah. M. Chairnman, the | ast
22 two tines | have gone to that page, it flashed and
23 then it took ne back to the honme screen, so | don't
24 know if -- let me try to refresh here. | am having
25 an issue.
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1 CHAl RMAN FAY: So, he is -- M. Richard, he is
2 referring to the top right of these pages, the

3 master and the case nunber. |t says K216 in red in
4 the top right, that page. Do you see that?

5 THE WTNESS: No. 447 on the Bates, | can see
6 that. So for -- | think we are on the sane page if
7 that's the --

8 CHAI RMAN FAY: Yeah, you are. | was just

9 referring to the -- there is a master nunber that
10 sonetines is being referred, which is in the top

11 right, but as long as you are -- as long as we

12 ensure you are on the sane page up there, then we
13 are good.

14 THE WTNESS: Oh, there it is, okay. Thank

15 you. It was hidden.

16 MR, REHW NKEL: It was addi ng extra

17 characters, | apol ogi ze.

18 BY MR REHW NKEL:

19 Q So on K2 216, which is 48 of 130 at the top,
20 do you see that? This is your -- this is the 2024

21  equivalent of the one we just |ooked at, right?

22 A Ckay.

23 Q And the capital additions that are shown there
24  on in the bottomare the ones that you support, is that

25  right?
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1 A Yes.
2 Q Wul d you agree with ne that your testinony
3 supports historical plant additions since the |last rate
4 case up through today, and sone projected through the
5 rest of the year in addition to 2024 projections, |ike
6 Dade Gty Connector?
7 A Yes, that's correct.
8 Q Ckay.
9 MR. REHW NKEL: M. Chairman, | would like to
10 pass out an exhibit.
11 CHAI RMAN FAY: (kay.
12 MR, REHW NKEL: This would be OPC 24. And
13 this is an MFR schedule fromthe [ ast rate case.
14 CHAI RVAN FAY: (kay. | have us at 205, M.
15 Rehwi nkel .
16 MR, REHW NKEL: Thank you.
17 | am having a heck of a tinme with exhibits.
18 Let me put that exhibit aside, M. Chairman, |
19 think that's the wong one.
20 CHAI RMAN FAY: (kay.
21  BY MR REHW NKEL:
22 Q Il wll just ask it this way.
23 M. R chard, are you famliar with the fact
24  that there was -- in the last rate case, there was a
25 Blue Marlin project, an LNG project in Mam that was
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1 initially included in the case and then renoved fromthe
2 case?
3 A | am not aware of whether or not it was in the

4 case, but | amfamliar with the project.
5 Q Ckay. And also, are you aware that that was

6 about 20, $21 million in investnment?

7 A That sounds general |y about right.

8 Q Okay. And then there was an RNG project, New
9 River, about $28 million, that was in -- proposed for
10 in-service in the 2021 test year, but was deferred until
11 | ater; are you famliar with that?

12 A Yes.

13 Q And you woul d agree with ne that they were --

14 these projects were deferred because they were unable to

15 neet the in-service date that was originally projected?

16 A | amunsure of the drivers behind each of the
17 projects and why they were deferred. | amnot sure if
18 it was a custoner requirenent or -- | know they were

19 deferred.
20 Q Ckay. But Blue Marlin was a Peoples Gas

21 project to serve load, right --

22 A That's correct.
23 Q -- or demand?
24 A Yep.
25 Q Ckay.
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1 A It's the New River that | was referring to.

2 Q Yes. And New River was a project that was --

3 is New R ver even conplete as we speak today?

4 A It is.

5 Q Ckay. But it was conpleted this year?

6 A Yes.

7 Q Okay. So accepting, subject to check, that

8 those bal ances were 20 and 40 -- $28 nmillion, or about

9 $48 million, those were asset additions that were

10 originally forecast in the budget but that did not make
11 it into rate base for rate setting, would you agree with
12  that?

13 A That's correct.

14 Q Do you believe that the conpany should -- the
15 Comm ssion should nerely rely on the conpany's track

16 record in neeting budget to actual, or meking -- |

17 guess, in conparing the actual to budget performance in
18 ternms of relying on your projected capital expenditures
19 in setting rates?

20 A No, | don't think it should be exclusively on
21 the track record. | think there is a variety of data

22 points that the Conm ssion nust consider as it thinks

23  about whether or not the conpany can neet its capital

24  budget. History is certainly one of those el enents, but
25 it's also the information and evidence presented in this
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1  hearing.
2 Q You woul d agree that the burden is on PGS to
3 denonstrate that the budget that underlies the
4 cunul ative 2024 plant in service and CWP bal ances, it's
5 the burden of the conpany to denonstrate that those
6 balances are reliable and that the circunstances do not
7 indicate that the actual achieved balance will be | ower
8 than the conpany has projected?
9 A Can you repeat the question?
10 Q Yeah. That's probably a good idea.
11 You agree that it's the conpany's burden to
12 denonstrate that they will achieve the projected rate
13 base bal ances that are contained in the MFRs?
14 A Yes.
15 Q Wul d you agree with ne that Enera, the
16 ultimate parent of PGS, has been under stress related to
17 its cash flow as reflected in investor ratings and
18 comentary?
19 A | am generally aware, yes.
20 Q Wul d you agree that this stress could have
21 the potential to inpact the parent's ability to raise
22 funds without paying an extra prem umin borrow ng
23 costs?
24 A | think that's reasonabl e.
25 Q Ckay. And you would agree that there is
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1 pressure on the operating subsidiaries of Enera to
2 increase rate base in support of efforts to relieve that
3 stress?
4 A | amnot sure | would draw that conclusion. |
5 amnot sure.
6 Q Okay. Well, | would like to ask you to go in
7 the book one of the confidential books, and I want to --
8 MR, REHW NKEL: | amgoing to direct the
9 wi tness to confidential Exhibit 2C
10 BY MR REHW NKEL:
11 Q This is an exhibit that has been discussed a
12 good bit today, or in this hearing, and it is a excerpt
13 froma June 7, 2022, PGS strategy session, you agree
14 with that?
15 A Yes.
16 Q And you are famliar with this docunent,
17  right?
18 A | am
19 Q Wul d you have been at this neeting?
20 A | was.
21 Q In a different role, but at the neeting
22 neverthel ess?
23 A That's correct.
24 Q | would like you to hold this docunent while I
25 pass out another docunent, M. Chairman, it wll be OPC
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1 -- actually, OPC 72 is already passed out. So if -- do
2 you have that in front of you?
3 A | do.
4 MR REHW NKEL: | think we've already given it
5 a nunber, 1717
6 CHAI RMAN FAY: Okay. That works, M.
7 Rehwi nkel . Just bear with nme one second, let ne
8 make sure --
9 MR. REHW NKEL: All right.
10 CHAI RMAN FAY: Enera Septenber, Cctober.
11 MR, REHW NKEL: Enera investors presentation
12 Sept enber and Cct ober 2023.
13 CHAI RVAN FAY: (kay.
14 BY MR REHW NKEL.:
15 Q Do you have sone general famliarity with this
16  docunent, M. Richard?
17 A | nvestor Deck, | amgenerally famliar with
18 them yes.
19 Q kay. This one canme out, | think, within the
20 last two weeks. Are you aware of that?
21 A | see the date on it, yes.
22 Q | put a Bates nunber on it, but it mght --
23 okay, OPC Bates 16. If you could turn to that page. Do
24 you see the OPC Bates nunber at the bottomright?
25 A Yes. Titled, Inproving Credit Metrics?
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1 Q Yes. And this is an Enmera overal

2 presentation, correct?

3 A Yes.
4 Q Ckay. So you would agree with nme that in the
5 light blue box on the right-hand side, it says clear

6 path to nmeasurable inprovenent in cash flow, and the
7 very first bullet point is new base rates across the

8 portfolio, would you agree with that?

9 A | am sorry, where are you | ooking? New base
10 rates across the portfolio. Yes, | see it now

11 Q Okay. Do you agree with that?

12 A Yes.

13 Q Ckay. And you would agree that it is a

14  reasonabl e conclusion to draw that the PGS -- the

15 pending PGS rate case is part of this new base rates

16 across the portfolio statenent, right?

17 A Yes.
18 Q Okay. Does your organization prepare
19 information to submt to Enmera to put together these

20 conpanyw de presentations?
21 A Fromtime to tine.
22 Q Ckay. On the next page of this docunent, at

23 Bates 17, do you see that title that says, Road to

24  Increnental Credit Metric |nprovenent?
25 A | do.
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1 Q And under 2023, opportunities, it says,

2 deferral of capital to reduce financing needs, do you

3 see that?

4 A | do.

5 Q Ckay. Do you have any specific or special

6 insight to what that's referring?

7 A | do -- no. No.

8 Q kay. |If PGS were to receive a rate increase
9 based on budgeted CAPEX that does not fully materialize,
10 would that circunstance achi eve the sane benefit that

11 deferring capital would for Enera?

12 A Do you m nd repeating that?
13 Q Yes -- | nean, no, | don't m nd.
14 If PGS were to receive a rate increase based

15 on the budgeted CAPEX that you have asked for in this
16 case, and then you don't neet that budget, in other

17 words, you don't put in all of the plant additions that
18 support the rate base that they base rates on, would

19 that gap in CAPEX spending, would it achieve the sane
20 benefit that is described on OPC Bates 177

21 A Yes.

22 Q Ckay. So | asked you to go to 2C, so if you

23 could turn to Bates 3 in that docunent, please.

24 A Ckay.
25 Q In this docunent -- this is a confidential
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1 docunent, so | amthe not going to try to press you to

2 read anything aloud, but if |I asked you about sonething

3 that you believe you can read aloud, | will let you do

4 that if your lawers will et you do that.

5 Thi s docunent here -- now, we were talking

6 about an Enmera docunent before. This is a PGS specific

7 docunent, would you agree?

8 A It is. Yes.

9 Q kay. On the first line of that page, there
10 is a heading -- well, actually, there is a heading. Can
11 we read the headi ng al oud?

12 A Fi ve- Year Long- Term Forecast Assunptions?

13 Q Yes.

14 A Yes, we can.

15 Q There is a nunber related to rate base grow h,
16 a percentage nunber, do you see that?

17 A Yes.

18 Q I s that nunber a confidential nunber? It's

19 fineif it is, I amnot --

20 A | am not sure.

21 Q Okay. Well, | think you should err on the

22 side of not disclosing then.

23 A Ckay.

24 Q Ckay. But we can see this is the five-year

25 forecast for change in rate base in terns of assunptions
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that were made a little over a year ago in the
forecasting process, right?

A Agreed. Yes.

Q Ckay. You would agree that this assunption
that we just tal ked about, this percentage change is
consistent with and reflects an Enera strategy that PGS
I's charged with inplenenting, would you not?

A It's part of our growth profile, yes.

Q kay. Wuld that be a yes, it is part of a

Enera strategy too -- or it supports an overall Enera
strategy?
A It supports the overall Enera strategy. Yes.
Q Ckay. And in the blue box -- well, in the

| ast sentence of that header paragraph above the five
boxes there, do you see the |last sentence? |Is that
sonet hing that's general enough to be read al oud?

A Yes. The boxes bel ow hi ghlight other key
t hemes and assunptions that are integral to the
integrity of this plan.

Q kay. And in the blue, in the mddle, under
the word "capital" --

A -- yes.

Q -- there is a header phrase that has a nunber
and a statenent, is that sonething that can be read

al oud?
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1 A | will read part of it. Annual capital spend
2 supports -- the font is very faint -- supports
3 increasing rate base.
4 Q Ckay.
5 A Yep.
6 Q Okay. You woul d agree that this phrase that
7 you just read, along wth the nunber, and any nunbers
8 that are related to it that m ght have changed, are an
9 inportant thene in the period of 2023 t hrough 2027 for
10 PGS and Enera?
11 A For PGS and Enera, yes.
12 Q Wul d you al so agree that for purposes of
13 achieving the strategic objective described here on page
14 Bates 3 in Exhibit 2C, as well as what we read in
15 Exhibit 171, the Enera docunent, that what is nost
16 inportant is, in a rate case context, is how nuch rate
17  base the Comm ssion approves and not necessarily how
18 nuch actual rate base PGS records on its books for the
19 test year?
20 A Can you repeat the question?
21 Q Yes.
22 So woul dn't you agree that for purposes of
23 achieving the strategic objectives that we tal ked in
24  these two docunments, that matters nost in a rate case
25 context is how nmuch rate base in the test year the
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1 Comm ssion approves, and not necessarily how nuch act ual
2 rate base PGS records on its books?

3 A Yes. | believe that's how the math works.

4 Q Ckay. You would agree with nme that plant in

5 serviceis not all that is included in rate base, right?
6 A Correct.

7 Q And | have used the phrase CWP tw ce,

8 construction work in progress, and you know what t hat

9 is, right?

10 A Yes.

11 Q Sonme people call it CWP, but for sone reason
12 | can't. | call it the old way.

13 CWP is a conmponent of the CAPEX budget,

14  right?

15 A Yes.

16 Q Can you just tell nme what your understanding

17 of CWP is?

18 A It's capital that's in progress, excluding the
19  AFUDC.
20 Q kay. Well, there is actually two types of

21 CWP. There is CWP that earns a carrying cost, or

22 AFUDC, and then there is CWP that, by definition,

23 doesn't earnit, right?

24 A You are getting close to the degree in which |

25 can speak to this intelligently.
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1 Q kay. Do you agree that if CWP is earning
2 AFUDC, that it is not included in the rate base unl ess
3 the CWP becones a plant addition in the -- before the
4 end of the test year?
5 A | believe we are at the point where Ms. Rachel
6 Parsons could probably better answer those questions
7 than | can
8 Q Okay. But you do agree that CWP is a
9 conponent, | think it's about $24 million that you are
10 asking for in the test year, would you accept that,
11  subject to check?
12 A Subj ect to check, yes.
13 Q Ckay. But putting aside the accounting
14  conventions and nuances related to CWP, your support in
15 your testinmony for the capital budget does include a
16 level of CWP that you -- that you support, right?
17 A | believe it does.
18 Q Okay. Wth respect to how the CAPEX budget
19 supports the earnings of the conmpany, would you agree
20 that one way that that happens, and probably the nost
21 inportant way, is that plant in service that serves your
22 custoners is included in rate base, and the conpany then
23 earns an equity return on it and depreciates it, creates
24 deferred taxes, all those other things; would you agree
25 with that?
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1 A CGeneral ly, yes.

2 Q And you woul d al so agree that it is inportant
3 for the conpany to synchronize the in-service date of

4 plant with the rate setting process so that it can

5 tinmely recover its costs in rates?

6 A Wul d you repeat that one again?

7 Q Yes.

8 Wul d you agree that it is also inportant that
9 the conpany is able to synchronize the in-service date
10 of plant additions with the rate setting process so that

11 it can tinely recover its costs in rates?

12 A Yes, one inpacts the other. Yes, one inpacts
13 the other.

14 Q Ckay. | guess | should say optinmally, because
15 you are always putting plant in service, right?

16 A Cont i nuously.

17 Q You want to do it, though it is inportant if
18 you have mmgjor chunks of plant additions, you want to

19 rmake sure that you have rate recovery around them or a
20 reasonabl e range that you can recover those costs, is

21  that your understandi ng?

22 A Yes, generally. Yep.

23 Q Sone of the plant additions that you have, and
24  you sort of alluded to in an answer you gave ne earlier,
25 is that there are certain plant additions that are
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1 what's call ed custoner backed. And for those, the
2 conpany is kept whole as long as the contract revenues
3 fromthe custoner are tinely received at the tinme of or
4 soon after the plant goes into service for the custoner;
5 is that right?
6 A Yes.
7 Q kay. So you can get custoner backed plant in
8 service and get revenues fromthe custoner irrespective
9 of the timng of a rate case --
10 A Yes.
11 Q -- if you do it right?
12 A Yes.
13 Q And | asked you this, and you may not know it,
14  given your answers about CWP, but for plant that is not
15 in service but is eligible for AFUDC earnings during the
16 construction period, the conpany is made whol e as | ong
17 as it earns and accrues AFUDC during the construction
18 period, and then tinely recovers the accunul ated costs
19 in a future rate case or within the earnings band
20 established by the Conm ssion?
21 A | have a general understandi ng of AFUDC, and |
22 believe that's howit works. Yes.
23 Q Say agai n.
24 A | said, yes, | have a general understanding of
25 AFUDC, and | believe that's how it works.
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1 Q kay. So in this case, in the test year, the
2 plant related portion of the test year rate base w |
3 include actual plant in service and plant in service
4 that is projected to be in service during or before the

5 end of 20247

6 A Can you repeat, please?

7 Q Yes.

8 The plant related portion of the test year

9 rate base will include your actual plant in service plus

10 plant in service that is projected to be in service

11  during or before the end of 20247

12 A Yes.

13 Q And this is inportant, the 2023 and 2024

14  projected anobunts of plant are purely forecasted, right,
15 in the MFRs?

16 A They are, unless there is a |arger project

17 that has already started. So it's a forecast of when
18 that project would be conpleted, so in sone senses,

19 there are projects that are ongoi ng.

20 Q Okay. But what becones plant in service wll
21 be only plant that is projected to close to plant in

22 service as a plant addition prior to the end of the test

23 year, is that right?

24 A Correct.
25 Q And you woul d agree with ne that sone portions
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1 of AFUDC earning CW P m ght be excluded fromrate base
2 for part of the test year, but if they go into service,
3 say, in May of 2024, they start earn -- they becone part
4 of plant in service and, thus, are a part of rate base
5 for that portion of the test year, would you agree with
6 that?
7 A Can you go over it one nore tine?
8 Q Yes. So we've agreed that plant -- that CWP
9 that earns AFUDC, and usually that's larger projects

10 that take nore than a year to conplete, right?

11 A Yes.

12 Q If that is a CWP earning -- | wll just use
13 an exanple -- $10 million project and it's earning

14 AFUDC, and it's earned $1 million of AFUDC. So you have
15 got an $11 mllion balance through May 31st. On June

16 1st, it goes into service. That $11 mllion goes to

17 plant, and for the half of the year, generally, it is

18 part of rate base?

19 A | believe so, but, again, we are getting to a
20 point where --

21 Q kay. And | think you have al ready answered
22 this, but just to confirm |It's your understandi ng that
23 M. Kollen has not chall enged any actual plant in

24  service elenent of your rate base, is that your

25 understandi ng, subject to check?
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1 A Yes, his was general.
2 Q Ckay. What he has challenged is the conponent
3 of plant in service that is projected for 2023 and 2024,
4 and included in the test year, is that your
5 under st andi ng?
6 A Correct.
7 Q And it's a portion of that, right?
8 A Yes.
9 Q He chall enged a piece of -- a percentage of it
10 for '23 and then a percentage of it for '24, right?
11 A That's right.
12 Q Ckay. Wuuld you agree with nme that if, in
13 setting rates, the Commission relies on a projected
14 plant in service and CWP anount that is higher than the
15 actual balance wll end up being, and then approves that
16 level of rate base to set rates, all other things being
17 equal, rates would be excessive?
18 A In that exanple, yes.
19 Q kay. And you would agree that it woul d not
20 be the goal of regulation to set rates based on an
21 i naccurate rate base, would you?
22 A Can you repeat that one?
23 Q You woul d agree that it would not be the goa
24 of regulation, or this comm ssion here, to set rates
25 based on an inaccurate rate base, would you?
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1 A Correct. Yes.
2 Q Ckay. And you would agree that in this case,
3 the Comm ssion should strive to get it right fromthe

4 start, wouldn't you --

5 A Yes.

6 Q -- in terns of setting rate base?

7 A Yes.

8 Q Okay. You would agree with nme al so that the

9 conpany has experienced delays in in-service dates of

10 projects in the past, would you not?

11 A It has.
12 Q You woul d al so agree with me that this
13 phenonenon, if you want to call it that, has even

14  occurred in the context of this rate case?

15 A | believe -- yes, | believe so. W nmay have
16 had sone that had -- that had been del ayed.

17 Q Ckay. | nean, there have been sone RNG

18 projects --

19 A Yes.

20 Q -- at least at the tinme the case was filed
21 that were -- that had del ayed in-service dates, right?
22 A That's correct. Yes.

23 Q It was -- there is a large project in the

24  Jacksonville area that has experienced sone del ays too,

25  right?
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1 A That's correct. Yes.

2 Q Ckay. |s that confidential?

3 A We can -- the nane, FTG to JEF, Jacksonville

4 Export Facility, but the commercial terns would be

5 deened confidential.

6 Q Okay. But that project has experienced sone

7 delays, right?

8 A It has.

9 Q And there is also a project that's in the rate
10 case request, | referred to it earlier, the dates

11  Sunterville-Dade City Connector, that has experienced

12 del ays throughout the |ife of that project, right?

13 A Yes, throughout the life of the project.

14 Q Let's, if we can, go to OPC 7C, it should be
15 nunber seven in your book there. Are you famliar with
16 this docunent?

17 A | amnot, but | have a general understanding
18 of what it represents.

19 Q kay. Have you seen it before?

20 A | have not.

21 Q Well, it's confidential, and | would like to
22 ask you, if you can answer, there is two types of

23 projects that are listed here. In the top box there are
24 three projects listed, and is there anything about the
25 mddle rowof that top box that's confidential?
112 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com

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



1685

1 A | nmentioned the nanme of that project earlier,
2 FTG to JEF.
3 Q Ckay.
4 A And | would say that the dollar anobunt would
5 be confidential.
6 Q Okay. Has that dollar anpbunt changed in terns
7 of when it was originally planned?
8 A Not that | am aware of.
9 Q This project is not part of rate base at this
10 tinme, right?
11 A That's correct.
12 Q Ckay. Is it confidential to state on the
13 record the duration of the delay that you have
14  experienced?
15 A | don't believe so. So it's a delay of one
16  year.
17 Q Ckay
18 MR, REHW NKEL: Yes, M. Chairman, | guess
19 I --
20 CHAl RMAN FAY: 205, M. Rehw nkel, because we
21 didn't put in -- you didn't use your excerpt of the
22 MFR Schedul e G 2, so 205.
23 MR. REHW NKEL: Thank you.
24 (Wher eupon, Exhibit No. 205 was marked for
25 identification.)
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1  BY MR REHW NKEL:

2 Q You woul d agree that the EC&T organi zation is,
3 or has been doing work in support of the evaluation and
4 agreenent phase of that project, would you not?

5 A No. W haven't been part of the agreenents.

6 W have been part of the team who has hel ped devel op the
7 costs behind the project.

8 Q kay. And cost estimation is part of what

9 would be considered eval uati on and agreenent phase,

10 would you agree with that?

11 A Yes, the cost piece. Yes.

12 Q Ckay. The agreenent piece, | guess that's

13 nore in the business devel opnent side of the conpany?
14 A That's correct.

15 Q Ckay. That's sort of the |egal stuff,

16 contractors, arrangenents all kind of relationship

17 | ssues?

18 A And the revenue side as well.

19 Q kay. So | want to talk a little bit about
20 how the capital -- or the CAPEX budget is devel oped,

21  because | think your testinony focuses on, in both
22 direct and rebuttal, it focuses on the qualities that
23 the conpany brings to bear in devel oping the capital
24 budget, would you agree with that?

25 A Yes.
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10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

Q Ckay.

MR REHW NKEL: So, M. Chairnman, | would |like

to distribute another exhibit, and I guess this

woul d be 206, and this is OPC 35.

(Wher eupon, Exhibit No. 206 was marked for

i dentification.)

BY MR REHW NKEL:

Q This is an interrogatory response docunent,

and | have, | think, 81 through 85 in this packet. Are

you famliar with this docunent?

A | am

Q Ckay. Wuld you be famliar wwth -- if you go

to -- what | would like to direct youtois OPC 4, 5 and

6, starting on OPC 5.
A Ckay.

Q This is the 2023 budget schedul e, would you

agree with that?

A Yes.

Q Now, this page shows the tineline for the
setting of the 2023 budget both O&M and capital that

started, at least in this formalized fashion, in June of

2022; would you agree with that?

A Yes.

Q In this process, at |east for

October with a business review neeting with Enera; is

2023, ended in
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1 that right?
2 A Yes.
3 Q Ckay. Wuld you agree with nme that in
4 Novenber of 2022, the Enera board net and approved the
5 2023 PGS budget for the then upcom ng year?
6 A No. The PGS, slash, Tanpa El ectric board
7 would have net, not the Enera board.
8 Q Okay. But that woul d have been in Novenber?
9 A Yes.
10 Q Okay. When woul d the Enmera board have net to
11  approve this budget?
12 A They do not approve PGS s budget.
13 Q Ckay. And just for context, the 2024 budget
14  was approved in March of 2023, after the MFRs were
15 conpleted and right before they were filed on Apri
16 10th, would you agree with that?
17 A It was earlier, yes.
18 Q What ' s that?
19 A Yes.
20 Q kay. Going back to the tineline here for
21 2023, you would agree that it appears that on August
22 12t h of 2022, that the O&M and CAPEX budgets for the
23 year 2023 were in a nostly final status?
24 A Mostly, but | also see a line for Septenber
25 8th show ng that CAPEX budget inputs revised based on
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1 the eight plus four and Power Plan, so | assune we would
2 have had an opportunity to make sone final changes

3 there.

4 Q Ckay. So | -- that was ny next question,

5 which is that reference to eight plus four is an

6 indication that the conpany is, or was at that tine,

7 exploring a possible refinenent of the 2022 CAPEX budget
8 based on the first eight nonths, and perhaps a

9 reforecast of the rest of 2022; is that how it works?
10 A Yes, that's ny recollection.

11 Q kay. So all you are doing is saying what

12 we've decided for the capital budget for 2023, if we've
13 encountered sonething since we started this process that
14  woul d change our assunptions or our know edge about what

15 we are going to do, let's bake that into the budget so

16 it's nore accurate, is that fair?
17 A Yes.
18 Q Okay. But that eight plus four process is not

19 done for the 2024 budget at this tine, is that right?

20 A No, because we did it earlier for filing for
21 the --
22 Q | amhere in 2023. Let's -- let's do

23 sonmething if we can. Let ne pull that question back and
24 take you through a little bit nor of the scenario.

25 A Sur e.
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1 Q | think if you | ook at two dates, July 14th,

2 2022, and August 12th, 2022. And if you | ook at that

3 for both 2023 and 2024, it appears that the '23 and '24
4  budgets are kind of synchronized in their prelimnary

5 finalization, is that accurate?

6 A Yes, | follow you. Yep.

7 Q Ckay. But the 2023 budget has this eight plus
8 four process that is applied to it in Septenber, as you

9 nentioned; is that right?

10 A Yes.

11 M5. PONDER: M. Chairman, | would just like
12 to object to this line of questioning. M. Parsons
13 Is the proper witness for the budgeting process.

14 CHAI RMAN FAY: M. Rehw nkel, anything to add?
15 MR, REHW NKEL: Well, | think we just went

16 through an entire prelimnary process that we

17 qualified M. Richard as responsi ble for the CAPEX
18 part of the budget.

19 CHAl RVAN FAY: Yeah, and, M. Rehw nkel, | am
20 not trying to speculate your |ine or anything, but,
21 | nean, it appears that you are making the

22 conpari son of these years, and it appears, M.

23 Ri chard, you feel confortable responding to what

24 those dates are set as what they say here?

25 THE WTNESS: | would be nore confortable if
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1 Rachel Parsons woul d speak to themto -- | am going
2 al ong as we are going through the docunent, but she
3 can speak to it a lot better than | can.
4 CHAI RMAN FAY: Okay. M. Rehw nkel, | nean,
5 he can answer to the best of his abilities, but if
6 Ms. Parsons is a better witness to answer those
7 questions, then -- you can determne if those
8 answers are sufficient, but he can only, obviously
9 answer within his know edge.
10 MR, REHW NKEL: It takes nore time to go
11 through his direct and his rebuttal to see what's
12 testifying to. But | amentitled to -- he is the
13 W tness on the capital budget, and so he is -- | am
14 taki ng himthrough how the capital budget was
15 devel oped, and that the neasures that were
16 I npl emented by his organi zation to nmake that budget
17 conmm ssion worthy. Because they are asking you to
18 rely on what they did for this budget to set rates
19 that ny clients pay for.
20 And this is not a hunt the ball situation. |
21 know what Ms. Parsons testifies to. She doesn't
22 testify to capital budget, and the elenents of the
23 capital budget, the steel in the ground that goes
24 into that. M. Richard does.
25 CHAl RMAN FAY: Yeah. And, M. Rehw nkel, to
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1 your point, | don't have a problemif the answers
2 to this are not responsive and you want to point to
3 his testinmony to el aborate on that. | think that's
4 -- there is no problemwth that.
5 MR. REHW NKEL: You know, | set expectations
6 at beginning, and this is go to take a little bit
7 of tinme because this is a $4 mllion issue that
8 we' ve al ready established --
9 CHAI RVAN FAY: M. Rehwi nkel, | have ruled in
10 your favor and you are still going.
11 MR. REHW NKEL: Ckay. Thank you.
12 CHAI RVAN FAY: So go ahead.
13 MR, REHW NKEL: | wll get sone coaching from
14 M. Trierweiler on that tonorrow
15 kay. Thank you, M. Chairman.
16 BY MR, REHW NKEL.:
17 Q And thank you for your patience, M. Ri chard.
18 Let's see, | think where | was, was we agreed
19 that '23 and '24 budgets were kind of generally fixed
20 through this, these two dates, am | right about that?
21 A Yes.
22 Q Ckay. Wuld it be fair for the Conmssion to
23 conclude that after July 14th and August 12th
24 activities, that the capital budget for the test year
25 was essentially sinmultaneously created fromthe
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1 conponents of '23 and '24, plus the actual anount that
2 was in 2022?
3 A Do you mnd repeating that so | can follow the
4 dates on each of the pages?
5 Q Ckay. So | guess we can just use the second
6 date of August 12th. On August 12th --
7 A Uh- huh.
8 Q -- busi ness pl anning conpl eted CAPEX budget
9 final inpacts in Power Plan, do you see that?
10 A | do.
11 Q And on August 12th for 2023, it says:
12 Busi ness planning conpl ete CAPEX budget final inpacts --
13 inputs in Power Plan, do you see that?
14 A Yes, | do.
15 Q So Power Plan is your accounting software for
16  your -- for your plant accounts, both CANP and plant in
17 service, right?
18 A Yes.
19 Q Okay. And Power Plan basically feeds into the
20 MFRs, right?
21 A Yes, that's where they pulled the information
22 fromto be able to create the M-Rs.
23 Q Ckay. So when these inputs were put into
24 Power Plan on August 12th, for the nost part, the budget
25 was finalized for '23 and '24 wth, as you have
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1 indicated, some potential refinenents throughout the

2 year; is that right?

3 A That's correct.

4 Q Ckay. So the Conmm ssion could | ook at that

5 date, August 12th, 2022, and see that that's when the

6 CAPEX budget that makes up rate base becane nore or |ess
7 final?

8 A Yes, with the opportunity to nake fina

9 adjustnents in Septenber.

10 Q Okay. Was this process undertaken --

11 normally, you just do each year at a time. The '23

12 budget will be done in the summer of '22, the '24 budget
13 would be done in the summer of '23, you are doing them

14  alnost right now, except for there being a rate case,

15 right?

16 A That's correct.

17 Q Ckay. So you had to do them together?

18 A Yes.

19 Q And t hat neans bringi ng one CAPEX budget up,

20 advancing that process a year ahead of when it would

21  normally be done?

22 A That's correct.

23 Q Is it your understanding, if you know, whether
24 this process was adapted fromthe 2020 rate case? |Is

25 that how it was done then?
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1 A | am not awar e.
2 Q Ckay. Al right. Let's go to your testinony,
3 direct, at D5-298, if we can. And | want to -- this is
4 page 39 of your testinony.
5 A Ckay.
6 Q kay. Do you have that?
7 A | do.
8 Q Al right. Starting on line 25, this talks
9 about RRE projects since the |ast general base rates
10 proceeding, do you see that?
11 A Yes.
12 Q Ckay. Now, for each specific project that you
13 describe in this section, | think there is, |ike, four
14 or five pages that you tal k about several projects,
15 right?
16 A Correct.
17 Q And tell the Comm ssion what RRE neans?
18 A RRE?
19 Q Yeah.
20 A Reliability, resiliency and efficiency
21 projects.
22 Q Ckay. You would -- you testify, for exanple,
23 on page 40, lines nine through 12, that these four
24  projects were engi neered, designed and constructed using
25 the processes previously described are prudent and
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1 should be included in rate base in this proceeding,

2 right?

3 A That's correct.

4 Q Ckay. So you are asking for a prudence
5 determ nation because they kind of fell in the gap

6 between the 2021 test year and the 2024 test year, so

7 you need basically the Conm ssion to bl ess then?

8 A Yes. Correct.

9 Q And just to clarify here, you nentioned the

10 Dade City Connector on page 40, lines 18 through 22. Do
11  you see that?

12 A Yes.

13 Q Ckay. | will call that DCC, would you

14 under st and t hat ?

15 A Sure.
16 Q kay. You say this project was, on line 19
17 and 20, included in the 20 -- in the settlenent

18 agreenent that was resolved in that case, neaning the

19 |ast rate case?
20 A Yes.
21 Q Ckay. Now, you are asking for a prudence

22 determination in this case. You are not saying that it
23 was bl essed as being prudent in 2020, right, because it
24  wasn't even built then, right?

25 A | believe that's the case, correct.
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1 Q Okay. The way it was included was it was
2 nentioned in terns of being a condition precedent to
3 using the $8 million piece of the $34 mllion
4 depreciation credit, right?
5 A Yes.
6 Q Okay. So the prudence determ nation is now,
7 not back then?
8 A | s what ?
9 Q I s now, not back then?
10 A Yes.
11 Q kay. | think I have this question witten
12 down later, but let nme just get to it right now.
13 The Dade City Connector, | have asked you
14  pefore about it, because there is -- it has to be done
15 by the end of this year in order for that $8 mllion to
16 be usable, right?
17 A Yes.
18 Q And | believe you have told ne in the past
19 that COctober, early COctober is the expected in-service
20 date. And | wanted to ask you, given that Hurricane
21 ldalia went through the area, is there any change in
22 that plan?
23 A Qur in-service date is affirmed Novenber 8th.
24 Q November 8t h?
25 A Yes.
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1 Q kay. How will the Comm ssion know t hat
2 Novenber 8th and cane and went and the plant went into
3 service?
4 A | am sure we could share that information once
5 it has.
6 Q Ckay. Al right. But even if it doesn't go
7 in then, you still have until the end of the year to get
8 it in without any ram fications, right?
9 A That's correct.
10 Q Ckay. Al right.
11 MR REHWNKEL: M. Chairman, | would like to
12 pass out another exhibit, and this is go to be --
13 actually, we can do two at one tinme. This would be
14 OPC 25 and 26. And these are excerpts fromthe
15 2020 direct testinmony of Rick Wall and Sean
16 Hllary.
17 CHAI RMAN FAY: Okay. So we will [|abel --
18 let's see, | have Sean Hillary first in ny pack.
19 M . Rehw nkel, which one do you want to do first?
20 MR. REHW NKEL: Yeah, 25 would be Sean
21 Hillary, yes.
22 CHAI RVAN FAY: |Is that the one you referred to
23 first?
24 MR. REHW NKEL: Yes, sir.
25 CHAI RVAN FAY: GCkay. W will |abel that 207
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1 and then Rick Wall, 208.

2 MR, REHW NKEL: Ckay.

3 (Wher eupon, Exhibit No. 207 & 208 were marked

4 for identification.)

5 BY MR, REHW NKEL.:

6 Q You are famliar with M. Wall and M.

7 Hillary?

8 A | am

9 Q kay. Was M. Wall -- | knowthe titles were
10 a little different, was he kind of your predecessor?

11 A Yes.

12 Q And M. Hillary would have been Ms. Parsons
13  predecessor?

14 A That's correct.

15 Q Ckay. So | just would like to get you to turn
16 to OPC 3 of Exhibit 206 -- 207, which is M. Hllary's
17 testinony. And all | have included there is the date of
18 that testinony of June 8th of 2020, and then page 83,

19 which is an exhibit that he attached. Do you see that?
20 A | have it. Yes.

21 Q kay. So what | wanted to understand here is
22 on lines 61 and 62, these are the Mam Storage Bl ue

23 Marlin growth project, it shows an in-service date of

24 6/30/2021, and it shows about $20 million in 2020 and
25 '21 of CAPEX, do you see that?
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1 A | do.
2 Q And then the RNG project on line 62, with an
3 in-service date of June 30th, 2021, and $28 mllion of
4 CAPEX. Do you see that?
5 A | do.
6 Q kay. So this would serve as ny check on the
7 subject to check earlier as $48 nmillion, would you agree
8 with that?
9 A Ri ght. Yes.
10 Q kay. And we see, on line 51, it says -- | am
11  sorry. On line 59, Sunterville-Dade Cty Connector
12 growth project, and it has an in-service date of May 31,
13 2022. Do you see that?
14 A | do.
15 Q kay. Now, that project would not have been
16 in rate base because it as an in-service date at that
17 tinme outside the test year, right?
18 A That's correct.
19 Q And then -- so you would agree with ne that
20 these three projects did not neet their in-service date
21 that was projected in the |last rate case, right?
22 A That's correct.
23 Q Can you |look at line 48? | know | was going
24 to ask you to break these up and | ook at WAM separately,
25 but | want to understand, it says, PGS Wrk Managenent
112 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com

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



1701

1 System sustaining, and has of 12/31/22 in-service date

2 wth about $2.5 mllion in 2020 and about $12 million in

3 2021. Do you see that?

4 A | do.

5 Q I s that WAM?

6 A It is.

7 Q Now, that in-service date was not net al so,

8 right?

9 A No. Qur Work and Asset Managenent project had
10 two rel eases, and subsequently we had 2.1 rel eases. So
11 the first rel ease was Novenber of 2022. The second
12 rel ease was May of 2023, and then the last release is
13 comng up this nonth.

14 Q Ckay.

15 A So it's different than this date.

16 Q kay. We'll talk about that |ater on.

17 So is the RNG project that's -- that was in
18 2020, was that the New River project?

19 A | am not sure which project this one refers
20 t o.

21 Q Okay. Was there a project in Hillsborough
22 County that was underway at that tine?

23 A | am unsure.

24 MR, REHW NKEL: Ckay. Let's, if we can, M.
25 Chairman, 16C | think it may have already been
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1 used, identified as an exhibit, was it? No.
2 CHAI RMAN FAY: | do not have it identified
3 yet, M. Rehw nkel.
4 MR, REHW NKEL: Al right. 16C, we would |ike
5 to just ask people to turn to that in the book.
6 CHAl RVAN FAY: Okay. W are going to mark
7 t hat as 209.
8 (Wher eupon, Exhibit No. 209 was marked for
9 identification.)
10 BY MR REHW NKEL:
11 Q This is --
12 A Are we in the red binder?
13 Q Yes, | amsorry. Tab 16, if you wll. And |
14 want you to turn to Bates 40.
15 This is M. O Connor's -- portions of M.
16 O Connor's -- | guess it's all of his deposition --
17 A Ckay, | amthere.
18 Q -- fromthat period and direct you to the
19 little pages there, page 154 and, 155 and just ask you
20 if you could review the bottomof 154 and a little bit
21 of the 155 and see if you can agree with ne that that
22 was New River?
23 A Starting on line 20 of page 1547
24 Q Yes, Sir.
25 A Yes.
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1 Q Al right. 1 think we can | eave that exhibit.
2 | just needed to verify that.
3 CHAI RVAN FAY: (kay.
4 BY MR REHW NKEL.:
5 Q Dade City Connector, is that project $10
6 mllion over-budget?
7 | -- that's a bad question, let me withdraw it
8 and ask you this: |Is that project $10 mllion -- com ng
9 in $10 million nore than it was originally conceived at?
10 A No. There is a little bit of history behind
11 the Dade City Connector project, and if | nay provide a
12 little bit of context --
13 Q Yeah, please.
14 A -- it may help answer the question.
15 So the project, which was nentioned in
16  previous docunents referenced, was approved in Novenber
17 of 2019 for a cost of 69 mllion. During that tinme, as
18 we advanced the project, we were in periods of very high
19 inflation. It was during the tine of the pandemc.
20 Land costs skyrocketed. Qur |abor costs construction
21 services, everything really changed on us, and so we
22 took that project back to our board, we revised the
23 budget. We had tried to identify savings in terns of
24  the size of pipe. Could we increase pressure? Could we
25 reduce the size of pipe? Could we use public |and
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1 versus private land? And based on that analysis, we

2 went back to our board and had it approved, in Cctober

3 of 2021, with a new cost of 95 mllion, which included

4 contingency with an in-service date of Decenber of 2023.
5 Now t hat project, as we have executed it, the

6 team has done a good job mtigating sone of the risks in

7 how we estinmated, how we engaged our contractors and

8 identifying potential areas where there could be change
9 orders, and the project -- it |ooks |ike our forecast
10 wll deliver around $74 mllion, so it's five to $6

11 mllion nore than what we thought in 2019, but nearly

12 20 mllion less than the $95 m | lion budget from 2021.
13 Q Thank you.

14 And if | could get you to go to what's exhibit

15 208, | think, M. Wall's testinony. You would agree --

16 if | could take you to Bates page three.
17 A Ckay.
18 Q This is M. Wall kind of tal king about capital

19 expansion projects like you are tal king about those

20 projects this tinme around, right?

21 A Yes.

22 Q But he al so nentioned the Mam LNG project,
23 which is the Blue Marlin there. You can see that on
24  |lines 16 through 20. And he testified at the bottom of

25 the page there that each project was identified in
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1 Peoples' IRP process is necessary and cost-effective.
2 Do you see that?
3 A | do.
4 Q Ckay. Now, that |IRP process did not have
5 anything to do with the projects would cone in on tine,
6 right?
7 A That's correct.
8 Q Okay. And we see on the next page, at OPC 4,
9 the reference on line 25. He is testifying in support
10 of what it says is Wirk Asset Managenent, but that's
11 WAM right?
12 A Yes.
13 Q kay. So this testinony was filed in June of
14 2020, right?
15 A Yes.
16 Q Ckay. The WAM process woul d have been pl anned
17 as far back, | guess even before 2020, maybe in 20197
18 A '18, '19. Yes.
19 Q kay. | don't do this often, but on the next
20 page, Bates 5, | just have accuser at this question. He
21 nentions drones in this testinony in 2020. |Is there
22 anything -- are drones a thing in 20247
23 A They are not extensively used.
24 Q Ckay.
25 A W' ve done a few pilots where perhaps for
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1 bridge inspections, instead of putting a boat in the

2 water, we could use drones to inspect, but it's been

3 fairly limted in its deploynent.

4 Q Ckay. And so there is nothing in terns of

5 using drones that you have planned that's going to give
6 you any kind of efficiency gains of any material anount?
7 A We haven't defined that opportunity, no.

8 Q Al right. So you have testified to the

9 Conmi ssion that there have been capital budgeting and
10 managenent in governance process changes at PGS to

11 address issues that may have existed in the capital

12 budgeting and asset managenent in the past?

13 A Yes.

14 Q Ckay. So if | could take you to your

15 testinony at E3-707?

16 A Direct or rebuttal ?

17 Q | think we are in rebuttal. If it says E,

18 it's going to be rebuttal.

19 MR. REHW NKEL: And | apol ogi ze, M. Chairman,
20 let's see, | guess this is -- before this | went

21 and updated ny page nunbers to the Case Center and
22 | took out all of ny paper nunbers, and so | am at
23 alittle bit of a disadvantage.

24  BY MR REHW NKEL:

25 Q So | guess we are on your page three. |If |
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1 could take you to lines 12 through 18. Do you see that.
2 A | do.
3 Q Ckay. Al right. You -- at this portion of
4 your testinony, you fault M. Kollen for failing to
5 recognize the capital governance changes the conpany has
6 rmade that has inproved their capital budgeting process,
7 capital spending controls, and substantially reduced the
8 variances experienced between budget and actual capital
9 additions, is that right?
10 A Correct. Yes.
11 Q That woul d nean that you fault himfor not
12 recogni zi ng those changes as they inpact the 2024 test
13 year, right?
14 A Correct.
15 Q And you offered this testinony in support of
16 the capital budget that is the major driver in the test
17 year rate base, right?
18 A Yes.
19 Q And if we could go to just, | think the next
20 page down, E3-71
21 A Page four?
22 Q Yes, page four.
23 So you state here -- well, the question asked:
24 Has the conpany inproved its capital governance and
25 managenent process and controls over the past five
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1 years? And you say yes. Do you see that?
2 A Which -- yes. Wiich |ines?
3 Q | amsorry, line one through five.
4 A Yes. Yep.
5 Q Ckay. And you continue on and say that
6 Peopl es has nade sone inprovenents -- has nade
7 inprovenents to the capital governance and budgeti ng
8 process for residential and conmercial customner
9 additions, including distribution ticket work and
10 distribution funding projects less than $1.5 mlli on.
11 That's generally the bl anket work order process you are
12 tal king about there, high vol une work?
13 A It is, but did you say distribution ticket
14  work?
15 Q If I did, | probably shouldn't have.
16 A So it's -- yes, these are typically bl anket
17  projects.
18 Q Di stribution fundi ng?
19 A Yes.
20 Q kay. | amsorry.
21 And then you continue on. It says: The
22 conpany has also made simlar inprovenents for the |arge
23 capital projects. Do you see that?
24 A Yes.
25 Q All right. So this section all the way down
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1 to page 14 covers both high volune work and maj or

2 project work that you say that you have nade governance
3 and process changes as it would affect the test year?

4 A Yes.

5 Q Ckay. You said, beginning on |ine 18, that

6 Peoples built a new budgeting tool, do you see that?

7 A Yes.

8 Q kay. And that's a budgeting tool that would
9 Dbe primarily designed for doing the high vol une or

10 bl anket work order type capital work, right?

11 A That's correct.

12 Q Ckay. Let's go, if we can, back to page in
13 your direct testinony at page -- pages 10 through 11,
14  please, which is D5-270. | probably should push it

15 back, yeah, to page 10, starting on |line 20.

16 A Ckay.

17 Q So starting on line 20, you are continuing on
18 a thought there, and you ask, what other process --

19 processes and controls does Peoples use for large growth
20 and RRE projects. Do you see that?
21 A | do.
22 Q And you say the conpany uses nore governance,
23 controls and rigor in design and construction for the
24 higher dollar value, large growmh and RRE projects. Do

25 you see that?
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1 A | do.
2 Q And then you continue on, on page 11, it says:
3 The conpany applies a class design estimte process and
4 decision stage-gate approach for larger projects. And
5 you continue to explain what the class process is,
6 right?
7 A Yes.
8 Q Okay. Now, this testinony in your direct, and
9 what we reviewed before we went there in your rebuttal,
10 together, you are telling the Conm ssion that you put
11 processes in place that will -- that did inpact the 2023
12 and 2024 CAPEX budgets, is that fair?
13 A Yes.
14 Q If we could go to D5-291, about 20 pages, it
15 nust be inthe thirties, page 32. And if | could take
16 you to lines 21 through 25.
17 A 21 to 25 on 327
18 Q Yes.
19 A Ckay.
20 Q So it starts there, the full sentence starts:
21 Once a project is included in the capital budget, the
22 ECT teans -- the ECT teamcontinues to refine the design
23 of the project and its cost estimtes using the cl ass
24 estimating and gating process descri bed above until the
25 design of the project and cost estinmates are
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1 construction ready. Do you see that?
2 A | do.
3 Q Ckay. The process that we tal ked about back
4 on pages 10 and 11, isn't it true that those processes
5 were not in place before the dates that we tal ked about
6 back on the budget tineline docunent, they were not in
7 place before that budget was set?
8 A No, they were in place -- not in place
9 formally. W formalized theminto a docunent that woul d
10  have been conpleted after the budget dates that we
11 di scussed.
12 Q Ckay. But one of the elenents of those
13 governance processes was this class estinmating process
14 that we just tal ked about?
15 A Correct.
16 Q Now, isn't it true that you have testified
17 before that the class estimating process was not used
18 for any major projects that were included in the test
19 year?
20 A The class estinmating process was used -- it
21 wasn't formalized, but it was used as a guide for the
22 creation of the budget. W've inproved it and
23 formalized it in Septenber of 2022 and created the
24  docunent that's -- that | provided in ny late filed
25 request.
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1 Q kay. And -- so since you offer this class
2 process and the other governance issues, or neasures
3 that we tal ked about as support for the accuracy of the
4  budget, it would be a fair exercise, would it not, for
5 the Comm ssion to review these processes that you have
6 called the capital managenent inprovenent plan in
7 determ ning what the process inprovenent you tal k about
8 in your testinony neans that the test year CAPEX budget
9 is reliable, would you agree?
10 A Yes.
11 Q Let's go, if we can, | think, to Tab 4 in your
12 book. This is 174, but it's OPC 4C. And if | could get
13 you to turn to pages, Bates pages 11. See, | don't
14 think | have asked you about this docunment. You are
15 famliar with this docunent, the February 9, 2023,
16 regul atory update?
17 A Yes.
18 Q And | have included an excerpt, so it's not
19 the whol e docunent.
20 So if we go to pages 11 and 12.
21 A Yes.
22 Q All right. This is a confidential docunent,
23 so | amnot going to ask you to vocalize any
24 information, but if |I ask you a question and you can
25 read anything out |loud --
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1 A Ckay.

2 Q -- | appreciate it, but otherw se you are

3 conpletely free to --

4 A Sure.

5 Q -- maintain confidentiality.

6 A Uh- huh.

7 Q You see first -- of all, this is Capital

8 Managenent | nprovenent Plan. That's a formal process

9 that your organi zati on devel oped in PGS, right?

10 A Yes.

11 Q And if you could ook at the first -- the

12 second paragraph that starts in 2022. Do you see that?
13 A | do.

14 Q Could you review that and tell ne if any of

15 that could be vocalized?

16 A Yes. So in 2022, PGS designed and i npl enented
17 a new estimating process for estimating transm ssion

18 projects, and designed and i npl enented a new process to
19  budget high volume growh with results enbedded in the
20 2020 budget. PGS al so designed a new capital governance
21  process and supporting resource requirenments, which wll
22 Dbe inplenented in 2023.

23 Q Ckay. So are you saying that the -- the high
24  volunme growth process is enbedded in the budget, or

25 everything on this page is enbedded in the '23 and '24
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1  budget?

2 A The new budgeting tool that we had for high

3 volunme work is enbedded in the 2023 and 2024. W nmde

4 sone changes to our |arge estimating process for |arge

5 projects, so the class estimating. Those inprovenents

6 were formalized in a docunent that we published in

7  Septenber 2020.

8 Q Okay. So there is a reference in the -- there
9 is along vertical bar kind of at the bottomright

10 quadrant of this page, and it says supported by, we can

11 read that, can't we?

12 A Yes. Supported by the new Capital Managenent
13 Team
14 Q All right. So this process that you are

15 telling the Commssion is, to sone neasure, baked into
16 the '23 and '24 budget. It says, supported by the new
17  Capital Managenent Team That's a team of seven peopl e,
18 one of which was hired |l ast nonth --

19 A Correct.

20 Q -- and the other six are to be hired sonetine

21 by the mddle of next year, right?

22 A That's correct.

23 Q So this process here has not been fully

24  inplenented because this teamisn't even in place,

25 right?
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1 A Part of the plan is to inplenent a teamto
2 accelerate sone of the initiatives that we've
3 identified. Sone of the elenments have already been
4 inplenented, but it's a |longer term plan.
5 Q Ckay. So we are sitting here in February of
6 2023 tal king about this docunent. |If we can go to page
7 12, we see -- it says, Capital Mnagenent | nprovenent
8 Plan as the header, do you see that?
9 A Yes.
10 Q s there anything in that couple of sentences
11  underneath that that can be read al oud?
12 A Under the headi ng?
13 Q Yes.
14 A Let me just check. No, | think this is all
15 fair. So PGS 2023, and beyond, capital nanagenent
16 initiative ains to enhance visibility and transparency
17 in the short-termwhile building |long-termcapabilities
18 and stronger processes. The plan belowis still
19 evolving and represents key activities that w ||
20 ultimately lead to i nproved capital nanagenent to ensure
21 that optim zed regulatory recovery of investnents and
22 allow for inproved cash flow and liquidity planning.
23 Q Ckay. So doesn't this docunent tell the
24 Comm ssion that this capital managenent inprovenent plan
25 is really being worked on this year nore so than | ast
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1 year?
2 A It's a conbination of, as | | ook at the
3 actions that we've identified in the short- and
4 |long-term sone of themwe have inplenented, and sone of
5 themare to be inplenented. And as we |earn nore about
6 howto do our business better, | amsure this plan wll
7 change and evolve. So in sone cases, we've nmade
8 inprovenents, but in sone cases there is a lot nore to
9 be numde.
10 Q kay. So under budgeting there, under the
11 short-termcolum in the mddle, is that sonething that
12 can be read aloud, that starts wth refined?
13 A Refine a new budgeting tool ?
14 Q Yes --
15 A Yep.
16 Q -- from 2022. This is tal ki ng about what you
17 did in 2022, and now, in '23, you are still refining it,
18 right?
19 A It's a nodel. W developed it in 2021. Every
20 time we put new data in it, we becone nore inforned
21  because we are able to use the past to help refine the
22 nodel to build better predictions into future, and that
23 wll continue year after year, but the biggest changes
24 we made were in 2021
25 Q Okay. But that's only the high vol une piece,
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1 right?
2 A That's correct.
3 Q Ckay. And under execution, under short-term
4 can you read the two dashes under that, one starts with
5 early?
6 A Early engagenent in estimating and cl ass
7 estimates with stage gates.
8 Q Okay. That's related to the class process
9 that we tal ked about in your direct and your rebuttal
10 testinony, right?
11 A That's correct.
12 Q Ckay. But those processes, as a part of this
13 capital nmanagenent inprovenent plan, those are really
14  Dbeing done this year, right?
15 A The class estimating process was inproved and
16  put in docunented formin 2022. So | would say that,
17 you know, we wll continue to refine it. As we |learn
18 nore about where we can neke inprovenents, we will have
19 revisions to that docunent. So it's fair to say that we
20 will continue to many inprove it this year.
21 Q Okay. That docunent, which was adopted, |
22 t hi nk, on Septenber 7th of 2022 --
23 A That's correct.
24 Q -- is that right? That was just a couple
25 weeks before you assuned your title, right?
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1 A That's correct.
2 Q Ckay. Wuld you have worked on that project,
3 though, right?
4 A Not directly. M teamwould have, but | would
5 have overseen it.
6 Q Okay. Now, that docunent was not put in place
7 before the budget that we tal ked about was devel oped,
8 right?
9 A That's correct.
10 Q kay. And that docunment really is for the
11 budget that would inpact 2025 and beyond, because 2024
12 has already been set, right?
13 A Yes. And we have -- |like, we have one project
14 for -- in the 2024 budget that we have used and are
15 using the new docunent for it as it advances.
16 Q Okay. But for purposes of cost estimating, at
17 the time -- we go back to the August 14th, when the
18 CAPEX was put into the Power Plan in '22. That project
19 was not being -- that cost estimating was not being
20 devel oped using the class nethodol ogy, was it?
21 A W were -- it was. We were using class
22 estimates before. We made drama -- a | ot of
23 inprovenents to it and formalized it in a docunent. So
24 we were always using class estinates. W nade a
25 conplete revision. It wasn't formalized before. W
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1 formalized it, put into a docunent, which was put in

2 place in Septenber, which would have been after the date
3 that you have nenti oned.

4 Q Ckay.

5 A So |l just didn't want it to -- | want to be

6 clear that we were using class estimtes before --

7 Q Ckay.

8 A -- conplete --

9 Q | am sorry.

10 A Just it's not newto us, conpletely new to us.
11 Q So just to be clear, if you have baked the

12 budget -- and | use the phrase baked -- baked into the

13 MFRs, it's set, right?
14 A Correct.
15 Q You haven't made any changes of any materi al

16 anpunt to the budget --

17 A Correct.

18 Q -- since you filed it, right?

19 A Correct.

20 Q Ckay. So if you use class and any of these

21  other processes to refine a nunber and it goes down,

22 that's not going to be reflected in the MFRs, right?

23 A The inprovenents that were nmade after it wll

24 not be.

25 Q That's right.
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1 A Correct.

2 Q Just like if you do use that and it goes up,
3 it's not going to be reflected, right?

4 A Correct.

5 Q Ckay. So | guess what | amtrying to

6 understand, and | want the Conmi ssioners to at |east

7 have an opportunity to understand, is this process

8 that's in your testinony, the formalized part of it is
9 just now getting under way. You did the budget docunent
10 -- | mean, the construction cost estinmating docunent in
11  Septenber. Apparently you are doing evol ving work, but
12 you are going to put a teamin place next year to stitch
13 all this together and to make it better, right?

14 A Yes. And | would say, you know, it's -- |

15 always think of it as alnost a library. You know, the
16  books never stop comng. To ne that's how process

17 i nprovenent works. You never stop trying to inprove

18 your processes. And | think this is a good exanple of
19 t hat .

20 W' ve found sone opportunities. W've nade
21  sone inprovenents. W have a new budgeting tool for al
22 of our high volune work. And when | | ook at 2024, al

23 of that high volume work, it represents about 40 percent
24 of our budget. So all of the growmth -- so 40 percent of

25 the budget was devised with that new planning tool. 28
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1 percent of our budget are reliability projects. And so
2 for those, you wouldn't apply the class estinates,

3 because they are typically smaller projects, you know,
4 we are thinking of sonething in the range of between

5 half amllionto a couple of mllion. And those

6 projects would be less than a year. W can reliably use
7 the last job to figure out how nuch the next job is

8 going to cost. And so we wouldn't apply that to a

9 layer.

10 And so, you know, 40 percent plus 28 percent,
11  we feel very confident about using the information we
12 have to put the budget together. The AFUDC represents
13 26, and there are four projects in the AFUDC in 2024,
14  none of which will be in rate base because it wll all
15 finished post 2024. One is the FTG to JEF project,

16 which I nentioned, which we did use the class estimte
17 project. The other is the headquarters. So between

18 those two, that represents 75-ish mllion dollars. And
19 the other two remaining projects, 10 plus seven, there
20 is two projects, Tanpa Downtown and Tanpa Trunk, those
21 are still early and will be using the class estinate

22  process.

23 So, M. Rehw nkel, as you described that, yes,
24 certain parts of our process have been inproved. The

25 parts that have been inproved and put in place hit a

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



1722

1 rather significant portion of our budget for 2024. The
2 others are nostly related to AFUDC.
3 Q Ckay. And not in the rate base for that test
4 year?
5 A Correct.
6 Q If you could go to page -- to Tab 20, Exhibit
7 20, and it's 179. This is OPC 20C
8 A The title of this is PGS Bl anket Capit al
9 Projects Reviewed. Are you famliar with this
10  docunent ed.
11 MR. MEANS: | amsorry, Charles, which
12 docunent nunber was it?
13 MR REHW NKEL: It's 20C.
14 MR, MEANS: Thank you.
15 CHAI RVAN FAY: M. Means.
16 BY MR REHW NKEL.:
17 Q M. R chard, did you find the docunent?
18 A | did.
19 Q Al right. So you are famliar with this
20 docunent, are you not?
21 A | am
22 Q kay. And | don't -- | don't want to go
23 through this docunent in any detail with you. | just
24  want to, just quickly, this is a confidential internal
25 audit review docunent, right?
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1 A Correct.
2 Q And in the background, it appears that this
3 was triggered by, or an outgrowth of -- under

4  background, it says audit services. Do you see that

5 sentence at the top there?

6 A | do.

7 Q kay. And it says sonething that happened in
8 March of 2022. Do you see that?

9 A Yes.

10 Q | don't knowif that's -- if that's

11  confidential or not, but I'mnot going to ask you to

12 reveal it.

13 Thi s docunent ensued after the conpletion of
14 that work in March of '22, right?

15 A Yes.

16 Q So if I could just get you to go over to Bates
17 4, OPC Bates 4. It appears that this audit work

18 occurred in the latter half of 2022, and maybe the first

19 nonth of 2023. Do you agree with that?

20 A Yes.

21 Q Ckay. Under conclusion, the last ful

22 paragraph, it starts out "the time of". Do you see

23 that?

24 A Yes.

25 Q | s that sentence that starts there and ends
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1 wth processes, is that sonmething that can be read into
2 the record?

3 A At the time of our review, the engineering

4 construction -- engineering and construction teamwas in
5 the process of formalizing blanket capital project

6 processes.

7 Q Okay. They are referring to the budget tool
8 there, aren't they?

9 A | amnot sure. That could be part of it.

10 Q They woul d have | ooked at the budget tool in
11 the context of this audit review, would they not?

12 A | don't know.

13 Q Ckay. |Is there anything el se they could be

14  tal king about here than the budget tool ?

15 A | mean, since they were | ooking at invoices,
16 it's possible they were | ooking at our invoicing

17 processes as well, our work execution processes; how we
18 issue work to our contractors; how we receive the work

19 and the docunentation back after it was conpl eted; the
20 invoicing that follows and whether or not it matches the
21  docunentation that they provided. So there is quite a
22 few processes behi nd our bl anket work, you know, we --
23 if we look at the -- between 2020 and 2022, we put on --
24 we install on average 22,000 new residential and

25 commercial services per year, so there is quite a bit to
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1 it.
2 Q But is ECT -- was ECT in the second half of
3 '22 working on formalizing that process?
4 A Wi ch one?
5 Q The invoice.
6 A So we have been working on the invoicing
7 process for a nunber of nonths. | amnot sure if it was
8 in 2022 if we -- no, | don't believe it was in 2022. It
9 was alittle bit later.
10 Q kay. So is it likely that they are talking
11  about the budget tool?
12 A | don't think so, because the budget tool was
13 already this place, so | amnot sure.
14 Q We just |looked in Exhibit 4C. It says that
15 that was being refined in '23, right?
16 A Say that again.
17 Q kay. If we go to 11, page -- page 12 of
18 exhibit Tab 4, Exhibit 174.
19 A Yes.
20 Q Again, we read in the very center of that
21 page, it says: Short-term under budgeting, refined new
22  budgeting tool from 20227
23 A Refine, yes. As in -- | explained, you know,
24 that tool we put in place, we wll always |ook at every
25 year what we can do to further refine it. |It's a fairly
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1 conpl ex spreadsheet that |ooks at the past to try and

2 predict the future. So the nore we | earn about each of
3 our areas in ternms of how many new residenti al

4 commercial custoners we are installing, we wll continue
5 to retype fine that nodel.

6 Q kay. So all | was asking you is that's being

7 refined, they say you are working on formalizing the

8 budget -- the capital process?

9 A It doesn't nake sense to nme --

10 Q Ckay.

11 A -- because we had, by the end of 2021, we

12 brought it to our executive team W had nultiple

13 neetings on reviewng that tool. It was a scorecard

14 target to inprove and fornmalize. |It's been docunented,
15 and we started using it at that tine. So we do

16 continuously took to inprove it, so that | may have been
17  what they are referring to. | amnot sure.

18 Q kay. Let's go to E3-71, we are back on your

19 rebuttal. And that appears to be page four.

20 A Ckay.

21 MR, REHW NKEL: Actually, | think I can cut
22 sone questions out there, M. Chairnman.

23 CHAI RVAN FAY: Ckay.

24  BY MR REHW NKEL:

25 Q So to the extent that the non-budgeting tool
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1 piece of the capital budget -- capital managenent
2 inprovenent plan are inplenented after the budget was
3 set for '23 and '24, like you tal ked about -- | guess,

4 was that FGT to JEF that you said you are using?

5 A Yes.

6 Q Okay. Any portion of the budget that is put
7 in place -- let nme strike that and ask it this way:

8 If you put -- if the Comm ssion approves your

9 budget, as you established it in |ast year, for '23 and
10 '24, and you apply these processes, and refine the costs
11  and |l ower the costs of projects that you ultinmately
12 bui l d, those savings, until the rates are set in the
13 next rate case, they would enure to the benefit of
14  sharehol ders, right?

15 A Yes, if there were projects wthin our 2024

16  budget that would be subject to those processes. And as
17 1 look at the 2024 budget, and nenti oned previously,

18 those -- that process would typically apply to projects
19 that are larger than five mllion, and so nostly likely
20 AFUDC projects. There are only four of those projects
21  currently in our budget, which represents 17 mllion of
22  the $362 million capital budget.

23 Q Ckay.

24 A So those are projects which are very early in

25 their devel opnent, we would apply the class estinmating
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1 process, as designed and inplenmented in Septenber of

2 2022. However, those projects would not be inplenented
3 until 2025.

4 Q Ckay. And so the class project process, stage
5 gate, early engagenent, those elenents of this plan,

6 they are not intended to go back and refine cost

7 estimates that were made in 2022 for '23 and '24

8 inclusion in the budget, right?

9 A That's not entirely correct. For -- again,

10 there is a criteria by which we apply these processes.
11 For -- there is a criteria by which we apply these

12 processes. On certain projects -- you nentioned early
13 engagenent, so that's a practice that we now depl oy

14 across nost of our RRE projects. So not just the five
15 mllion. W had an exanple where we had a -- we are

16 servicing a pipeline for MacDill A r Force Base, and

17 there is conplexity in that project. It was a very

18 sinple project from you know, how many m | es we needed
19 to install, but there was conplexity because of traffic,
20 because of geotechnical. And so in that project, that's
21 an instance where we did do early engagenent to try to
22 reduce the potential of having change orders.

23 So your answer is, yes, but there is an

24  elenent that we do depl oy now.

25 Q So it seens |ike you gave ne an inconsi stent
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1 answer. You have said, we've only -- it's only going
2 tolling FGT to JEF and these other three projects, the
3 building and sone other things you nentioned, that are
4 outside of the test year anyway, so '25, '26 and beyond,
5 that you are going to use this process for. And | was
6 asking, are you going to go back and are you going to
7 refine projects and nmake them cone in maybe | ess than
8 what you estimated in 20227
9 A And the answer woul d be, no, because they
10 don't -- they are not big enough.
11 Usual ly, the smaller projects, we can rely
12 nostly on -- and let's say we are tal king about a
13 one-and-a-half-mllion-dollar pipeline project that
14 needs to go in, it's a fairly straightforward in
15 installation. W can use the |last project in the region
16 as an indication of costs. W would not need to go
17  through the class estimte process.
18 W typically reserve the class estinate
19 process for those larger projects that are typically
20 five mllion or nore. They are nmultiple years. They
21 are very conplex in nature. W need to better
22 understand the field conditions, the nmarket prices. W
23 need to get a contractor, perhaps a national or |arger
24 contractor. So they are typically tied to |arger and
25 nore conplex projects. In 2024, the only ones that we
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1 do have are in the AFUDC bucket .

2 Q Ckay. Wien | you put |arge projects non-high
3 volume projects into the budget in '23 -- for '23 and
4 '24 back in '22, those would not have been cl ass one

5 estimates, they would have been closer to five, right,

6 that far out?

7 A Not necessarily. Again, we wouldn't have

8 followed that type of estimating process. So we would

9 have used the best information that we had at the tine
10 based on simlar types of projects, because they are

11 still fairly high volune, and then we would have applied
12 an escal ation factor based on, you know, our thoughts

13 and our projections on the cost of materials, and

14  supplies, and contracted services.

15 Q So thisis -- this is kind of an in-the-weeds
16 area, and | understand, and | apol ogi ze for everyone

17 else having to listen to it, but we are tal ki ng about

18 how the budget was devel oped six to 18 nont hs ahead of
19 the years that it was to be applied to. And you have

20 told the Commi ssion that you have these, you know, these
21  brand new processes that you are putting in place. And
22 you are saying to ne, that there are only a coupl e,

23 maybe one project, that the class, the new class process
24 that was formalized in Septenber could really be applied

25 totorefine, right?
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1 A That's correct.

2 Q So, if that's the case, how can the cl ass

3 process and all these new things in the capital

4  managenent i nprovenent plan, how could they have

5 inproved the budget back in 20227

6 A You have kind of pointed out the class

7 location tool. | nentioned earlier our budgeting tool

8 to for high volunme work, which represents over 40

9 percent of the budget, was deployed. W also tal ked
10 about early engagenent. And we have exanpl es where we
11  have done that for our RRE projects, where we have

12 engaged, contractors, safety, other departnents sooner
13 in order to get better sense of the cost to prevent any
14  unknown changes. And we've al so nmade inprovenents in
15 our inflation assunptions. W do it now nore

16 consistently across our organi zation because of the

17 inflationary period that we've gone through.

18 Q But the early engagenent process, that's

19 nentioned here, if we go back to page 12, sitting here
20 talking and in February of '23, page 12 of Exhibit 174.
21 A Yes.

22 Q This process is here, it's not back in 2022.
23 And this -- the footnote here -- can the footnote be
24 read aloud, footnote one, with the one asterisks?

25 A Rem nd ne whi ch one agai n.
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6 gray bar there, can that be read out al oud?

8 safety,
9 gas control, contractor and others in the design process

10 to inprove safety and reduce project risk.

11

12 identified in 20237

13

14 rebuttal,

15

16 that was essentially baked in in August of '22?

17

18

19 identified that was put in place is that budget tool in

20 '22, before you devel oped the budget?

21

22 M. Kollen's critique of our process, was relating to
23  whet her

24 the itens that | nmention will actually help us neet the

> O » O

Q

A

Q

A

Q

A

Q

A

25  budget

I T, M&R, which is neasurenent and regul ation,

are not we wll neet our budget. And so sone of

in the way that we manage the projects. Early

Page 12.

Whi ch nunber ?

| amsorry, it's four, Tab 4.
And your question?

That footnote with the asteri sks under the

Yeah. Early engagenent includes engaging with

kay. This is a process that's been

It was one of a fewthat | nmentioned in ny

correct.

Yes. But we are tal king here about a budget

That's correct.

Okay. And the only thing you have really

Yes. But the answer in the rebuttal, and to
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1 engagenent is certainly a way to do that so we don't

2 have any unforeseen costs that we woul dn't have

3 anticipated unl ess we engaged the professionals early in
4 the execution of that process, or project.

5 Q Ckay. But those would not have had any i npact
6 on the value of the project in terns of how you devel op

7  the budget, right?

8 A Probabl y not.

9 Q Ckay.

10 MR, REHW NKEL: M. Chairman, | am goi ng

11 t hrough, | had -- because we have confidenti al

12 docunents, | had to wite questions that would work
13 around, but he has very good about vocalizing sone
14 things, so if | could just have a couple of

15 mnutes. | amtrying to bring this area in for a
16 landing. | would -- | could cut sonme cross out

17 because he has vocalized and nmade it easier on ne,
18 and maybe everyone el se.

19 CHAI RMAN FAY: | agree. | think he has done a
20 good job of being responsive. So, yeah, whatever
21 you can work out, and then we will -- | also want
22 to give the court reporter a break soon --

23 MR, REHW NKEL: Ckay.

24 CHAI RVAN FAY: -- when we get to a spot naybe
25 when you finish this section, then we will give her
112 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com

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



1734

1 a break.

2 MR REHW NKEL: Al right. Let's see -- if |
3 can just take a mnute and see what | can cut out
4 her e.

5 CHAl RVAN FAY: Sure. Go ahead.

6 MR. REHW NKEL: Actually, if this is a good
7 tinme to take a few mnutes, maybe it's a good type.
8 CHAI RMAN FAY: (kay. Let's do that. W wll
9 start back at seven o' clock.

10 (Brief recess.)

11 CHAI RVAN FAY: We are back on the record.

12 Wth that, M. Rehw nkel, you can conti nue
13 your cross of M. Richard.

14 MR. REHW NKEL: Thank you.

15 | have distributed an exhibit, M. Chairnman,
16 and it's the Exhibit OPC 41. Wat is our next

17 nunber .

18 CHAI RVAN FAY: We're on 209, | believe.

19 MR, REHW NKEL: 209.

20 CHAI RMAN FAY: 210? Ckay.

21 MR, REHW NKEL: Ckay.

22 (Wher eupon, Exhibit No. 210 was marked for

23 identification.)
24  BY MR REHW NKEL:

25 Q kay. This is entitled, Excerpt from
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1 Interrogatory Nos. 20, 27 and 228. So before -- just,
2 If we could, go to before |I introduce this exhibit to
3 the witness, let's go to K213, if we can. And this
4 is -- 1 think we touched on this earlier. This is MR
5 G1, page 23 of 28.
6 And this is that plant addition for 2023,
7 M. R chard, do you recall that, at the bottomthere in
8 the mddle, 550,582, 0007
9 A | do.
10 Q Ckay. And what | have done here with
11 Interrogatory 227 and 228, we asked the conpany to
12 provide a summary of the budgeted CWP for the years
13 2018 through '22 and year-to-date 2023, which was April,
14 and the actual for the sane period. Do you see that?
15 A Yes.
16 Q Ckay. And what | would like to do -- you see
17 the 550 million -- let's go to the page that has 2022 on
18 it, which | think is the second page of the exhibit.
19 Actually, it's the --
20 A Fi rst page.
21 Q -- page four. |It's the first page. Do you
22 see that?
23 A | do.
24 Q Ckay. So -- well, | apologize, let's go to
25 the -- three pages just briefly. | just want to tie
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1 this MFR schedule to this docunent.

2 You see, for 2023, the conpany forecasted or

3 budgeted CWP closures to plant in the total colum of

4 550, 582,9230.63. Do you see that?

5 A No, you may have to be -- you nmay have to

6 repeat that.

7 Q Ckay.

8 A So we are on 20237

9 Q Yes. So go to the -- the actuals on the

10 budget, the nunbers are on the bottom of those two rows.
11 A | see. Yes.

12 Q Ckay. | just -- what | did is | spliced the
13 27 and 28 answers together just to match them up act ual
14  to budget.

15 A | see.

16 Q So if you goto -- in the total columm, under
17 closures to plant, you see that $550,582, 923 nunber,

18 which other than the 63 cents, matches that MR schedul e
19 for '23?

20 A | do.

21 Q Okay. Al right. Now we can go back to the
22 2022 page, if we can, please.

23 Wul d you agree with ne that the conpany -- as
24 a part of your capital budgeting process, the conpany

25 al so budgets or forecasts CWP?
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1 A | am happy to tal k about the projects that are
2 behind CWP.
3 Q Ckay.
4 A You know, ny role is we take projects from our
5 gas supply and devel opnent team who work with vari ous
6 parties, because there is a need for natural gas, they
7 bring it to our group. W do the estimating, and we do
8 the construction, put the assets in the ground. W do
9 the sane with the conmmercial and residential team you
10 know, they bring us nmultiyear devel opnents or scattered
11  services of custoners who want our product. We will
12 work with themto identify the costs and build those
13 assets. The accounting treatnent of those assets of
14 that construction, Ms. Parsons would be happy to talk
15 you to about.
16 Q Okay. | have questions for her. | was just
17 -- what | wanted to understand is if you | ook on the
18 2022 budget and actual nunbers, were you aware that you
19 budgeted to close $308.8 nmillion of CWP to plant in
20 service?
21 A | can speak to you about our capital budget --
22 Q Ckay.
23 A -- the capital dollars, the projects, how we
24 are doing on them --
25 Q Ckay.
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1 A -- but in ternms of --

2 Q That's fair enough.

3 A Yeah.

4 Q All right. So we can put this exhibit aside

5 and Ms. Parsons will see it tonorrow
6 A Yes.
7 Q So let's turn to your ECT enpl oyees in |Issues

8 19, 41, 43 and 49.

9 Now, you address |ssue 19, do you not?

10 A Can you remnd nme what 19 is?

11 Q | think 19 is WAM Has PGS properly reflected
12 in the projected test year the cost savings -- cost

13 saving benefits to be gained frominplenentation of the
14 Work and Asset Managenent, WAM system - -

15 A Ckay.

16 Q -- if not, what adjustnents should be made?
17 And then the 41, 43 and 49 are payroll and enpl oyee

18 additions and O%M

19 A Ckay.

20 Q So on E3-79 through E3-80 of your rebuttal,
21  which starts on page 12, if we could go to that. And I
22 want to -- we've talked a little bit here about the

23 seven positions in the capital nmanagenent group. Do you
24  see that?

25 A Yes.
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1 Q Okay. W tal ked about themearlier, but you

2 describe what they are and what you expect themto do

3 starting on page 12, but carrying over to page 13,

4 right?

5 A That's correct.

6 Q kay. And we had sone di scussi on about the

7 excerpt fromthat February 2023 regul atory update, and

8 the capital nanagenent teamthere is the sane one you

9 are tal king about here, right?

10 A Yes, it is.

11 Q kay. And you woul d agree that with respect
12 to the capital budget, these individuals, when they cone
13 aboard in the mddle of next year, by the m ddl e of next
14 year, they wll be really working on the budget and the
15 budget process and efficiencies, et cetera for really

16 '25 and beyond, right?

17 A They will be hel ping our planning. CQur

18 long-term planning of assets | ooking out 10 years to try
19 to identify what projects we will need to reliably and
20 safely serve our custoners, they will be working with

21  our execution teans to understand how we are executing
22 on our capital projects, establishing standardi zation

23 KPlIs, standardi zation of reports, so we can bring that
24  back to our teamto be able to nmake decisions to nake

25 ensure that we are delivering as we have conmm tted.
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1 So part of their responsibilities will be both
2 long-termplanning, trying to see what the future hol ds,
3 and at the sane tine, overseeing the execution of the

4 capital.

5 Q Over seei hg execution of what?

6 A The execution of the capital that we are going
7 to standardi ze how we are going to do our KPI tracking,
8 and reporting, and by bring that back to our team so

9 that we can nmeke deci sions.

10 Q kay. And that process would really not get
11 under way until the second half of next year, right?

12 A Qur director is in place now He is starting
13 to working on the integrated resource plan and formalize
14 goes that process. There is one of the positions that
15 is in 2023, so he is in the process of hiring that

16 person. The balance of if the teamw |l cone in 2024 in
17 a staggered approach. And while they are building up

18 the team they will be building up the capacity do what
19 | just described, which is kind of the planning and the
20 execution oversight.

21 Q Okay. But wouldn't it be fair, and shouldn't
22 t he Comm ssion understand this is, is that the real

23 inpact of these individuals will be beyond the test

24  year?
25 A | would hope that this it would be sooner.
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1 If -- you know, one of the first deliverables will be
2 the integrated resource plan. W think that's
3 critically inportant. W've done a formal one a few
4 years ago, and it proved to be very, very valuable to
5 understand what requirenents our systemw ||l have froma
6 safety, reliability, froma growh perspective, to nmake
7 sure that we have the right plans in place. So one of
8 the first priorities of that group is to start building
9 that capacity. And our director, which started on
10  August 7th, he is already underway with that.
11 So there will be -- we hope to see gradual
12 inprovenents and, frankly, hope they find nore
13 inprovenents to be nade in our processes. So that wl|
14 be part of the responsibilities.
15 Q Ckay. But any material or tangible benefits
16 fromthat group is not really baked into the test year
17 budget, right?
18 A Not necessarily, but | would say, as we -- as
19 we standardi ze how we report an execution of our KPIs, |
20 think it will help us deliver on the budget, to try to
21  manage sone of the variances, try to manage sone of the
22 vari abl es, nmaki ng deci sions sooner to nmake sure that we
23 bring projects in in a safe manner, on tinme and on
24  budget.
25 Q But being newto the job, you are not going to
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1 expect themto kind of turn things around if there is a
2 project offtrack, or whatever, right?
3 A Wll, newto the job, but canme in -- our
4 director cane in with experience. He has been in that
5 function. Actually, he cane over to us from Tanpa
6 Electric, and so it brings a wealth of experience from
7 the process perspective, but also froma systens
8 perspective. So that's a big advantage for us.
9 He can rely on a simlar teamat Tanpa
10 Electric to see howthey are doing. They are a little
11 bit nore mature in that process in doing that kind of
12 work, so he is able to bring that with him so I think
13 that accelerates sone of the devel opnent of the
14 capabilities and capacities of that group.
15 Q If you could turn to Tab 66. | have questions
16 for you throughout the rest of nmy cross, but | wanted to
17 actually get this docunent out here and ask you about it
18 and see if it -- first of all, do you have that?
19 A Yes.
20 Q This is the cost estimating docunent version
21 1.0, dated 9/21/2022?
22 A Yes.
23 Q kay. | may have given the wong date in
24  Septenber earlier, but --
25 MR, REHW NKEL: M. Chairman, | think this
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1 needs a nunber, 2117

2 CHAI RVMAN FAY: Yes, M. Rehw nkel, 211

3 (Whereupon, Exhibit No. 211 was marked for
4 identification.)

5 BY MR REHW NKEL:

6 Q This is a docunent you know quite well, right?
7 A | do.
8 Q kay. The teamthat we've just been tal king

9 about, the capital managenent team wll this docunent
10 have anything to do with the work that they do?

11 A No. The engineering estinmating teamuses this
12 docunent to put together estinmates based on the needs

13 and requirenents of the various, whether it's the gas

14  supply and devel opnent teamor the residential and

15 comercial team The capital managenent team wl |

16 oversee the execution and reporting of the projects once
17 they've used this process.

18 Q Ckay.

19 A Il wll qualify ny answer, and perhaps an end.
20 One of the inprovenents we are al so | ooking to inplenent
21 is strength in governance on how we bring projects

22 forward, the requirenents we have for standardi zation of
23 charters. W already do charters, but we see an

24  opportunity to enhance that. And so in that process,

25 this new capital and work managenent teamw ||l ensure
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1 that this process has been followed, that they bring
2 forth for decision-nmaking processes the right
3 I nformation, conplete information, and so indirectly,
4 they wll benefit fromthis docunent.
5 Q The word you used sounded like charters to ne,
6 what did you --
7 A Charters?
8 Q I s that what you said?
9 A Yeah. The project docunent that describes all
10 the basic information about the project is called a
11  charter.
12 Q Ckay. And when does a charter actually
13 emanate fromthe process? |Is that, |like, a final
14  docunent, is it an early docunent?
15 A Usually it's an early docunent, so kind of
16 conceptually, if we believe that there is a need for a
17  project, whether it's because of a custoner demand,
18 reliability or safety, we would typically start off with
19 a charter, which describes the basic needs and
20 requirenents of the project.
21 Q So with respect to the ECT -- | nean, the
22 capital managenent team we can put this docunent aside
23 for now, because they don't deal with it?
24 A That's correct.
25 Q (kay. Let's go, if we can -- | amgoing to go
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1 to what has been identified as 164, and it's that --

N

this

7 today, so you should not be any exception.

8
9 mne,
10 finis
11 they
12
13
14
15 work

16  nunberi ng.

17

18

19

20

21

22

23 BY MR REHW NKEL:

24

25 three of M. O Connor's people, or four, and then these

long -- you | may have a better version of it.

A | RR 137

Q Yes.

A Yep.

Q | think everybody has touched this docunent

Thi s docunent has, | don't know what page in
about the seven individuals that he would j ust
hed tal ki ng about are shown on this docunent, are
not ?
A They are.
Q | am not sure exactly which page.
A Their description would start with capital and

managenent. We may not have the sane page

Q Yeah.

MR. REHW NKEL: M. Chairman, | think it's at
the bottomof the first page that -- it says, Tanpa
pi peline |locator as the | ast one.

CHAl RMAN FAY: Yes, that's what mne is.

MR, REHW NKEL: Ckay.

Q So above that, we see there is -- there is
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1 seven people are the Richard people up to -- we have two
2 capital work managenent anal yst reporting and anal ytics
3 people. | amjust going bottomup. Capital work
4  managenent manager scheduling planning and reporti ng,
5 capital and work manager pl anni ng coordi nator, capital
6 and work nmanagenent -- nmanager budgeting, and I RP, and
7 then engi neering design system nodel er strategic
8 planning, is that everyone?
9 A Yes.
10 Q Al right. And then there is -- and then
11 there is the director of capital and work nanagenent.
12 Is that the guy that's already been hired?
13 A Yes.
14 Q Ckay. So these are the seven people. And the
15 descriptions are -- they vary over on the colum that
16 says, unfilled explanation. Do you see that?
17 Yes.
18 Q Al right. Wen | |ook at these descriptions,
19 would it be fair to nme to conclude that these people
20 also are an interface with the business devel opnent
21  organi zati on who work coll aboratively on planning
22 projects, developing that charter you tal ked about ?
23 A Yes. The capital and work managenent team
24 will work with our gas supply and devel opnent team they
25 will work with our residential and commercial team they
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1 will work with our finance team and they will work with

2 our engineering team So they really are a central node

3 in the managenent of capital projects.
4 Q Now, when | | ook at these individuals, | don't
5 see engineers in here. Is it that -- | mean, they may

6 be engineers, but you are not |ooking for engineers,

7 nore like analytics and staff people, finance?

8 A These would be folks with a variety of skill
9 sets. W are not |ooking specifically for engineers.
10 They woul d be busi ness planni ng, finance, business

11  professionals.

12 Q Ckay. And if they are an engi neer, good too,

13 right, if they have those other skills?

14 A An engi neering skill set would be seen as
15  hel pful.
16 Q Ckay. But otherwise, this is not intended to

17 be like an engineering core within your organization?
18 A That's correct.

19 Q kay. While we are | ooking at this docunent,
200 and | know | told you | was going to tal k about SeaCoast
21 in the last segnent, but if there was a SeaCoast

22 project, a pipeline project that the gas -- | will just

23 call them business devel opnent, do you understand?

24 A Yes.
25 Q | f they brought you a project that woul d
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1 involve SeaCoast serving a big custonmer sonewhere, or
2 serving an Enera need in the state of Florida, these
3 folks would interface with them would they not?
4 A | am not sure they would. The nature of
5 SeaCoast projects are fairly unique. They are usually
6 larger big projects. And so typically what -- you know,
7 we've only had -- we only had four assets in SeaCoast.
8 So typically with larger projects, they have their own
9 separate reporting. So we would have a project nanager
10 assigned to that work, and they woul d be responsible for
11  reporting back.
12 Now, this group may incorporate that, but the
13 touch would be fairly light. So | want to say no, but |
14 think that their touch would be fairly Iight.
15 Q Okay. But it also mght depend on the
16  magni tude of the project?
17 A Maybe.
18 Q Okay. You can't rule out that these fol ks
19 would not touch a SeaCoast project, can you?
20 A That's correct.
21 Q kay. Al right. | think | can turn now, M.
22 Chairnman -- M. Richard, to the WAM |ssue 19 and 41, 43
23 and 49.
24 CHAI RVAN FAY: Are you done with 164, M.
25 Rehwi nkel , or are you going to keep it around?
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1 MR, REHW NKEL: | hope to go and burn it soon.
2 Mne is dog-eared. | don't think | amgoing to use
3 It again.
4 CHAI RVAN FAY: (kay.
5 MR. REHW NKEL: And no offense to the conpany,
6 | just amtired of looking at it.
7 BY MR- REHW NKEL.:
8 Q So you woul d agree, you are testifying in
9 support of approximately $35 nmillion in capital
10 investnent related to the Wrk and Asset Managenent
11 system or as we've been calling it WAM right?
12 A 34.3 mllion?
13 Q Yes.
14 A Yes.
15 Q Al right. Are there additional capital
16 dollars that you have incurred that are not included in
17 the test year at this tinme?
18 A We have experienced sone del ays, and have
19 incurred an additional 4.4 mllion. So the project
20 budget is now projected to -- or the project cost is now
21 projected to end at 38.8 mllion.
22 Q kay. 34.3 is the anpbunt that's in the
23 capital budget?
24 A It is.
25 Q kay. You woul d agree that, as proposed, WAM
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1 is intended to be a transformational efficiency neasure
2 that wll save both O&M and capital for PGS over a
3 nunber of years?
4 A It is. It really is. You have heard from
5 wtness O Connor yesterday. It's been referenced many
6 times. You know, we have five |egacy systens currently
7 in place. O those five, we have one that is no |onger
8 supported. We have one that's com ng out of support.
9 The capital nmanagenent we tal ked about earlier, we are
10 adding 20,000 to 22,000 new custoners per year.
11 W didn't have a staple before WAM W were
12 managi ng that on spreadsheets. And so to have a system
13 where all of that information is centralized -- and you
14 heard Tim O Connor yesterday tal k about 600 and sone
15 thousand | ocate tickets. That group nanages over a
16 mllion work orders per year. And so a mllion work
17 orders per year on the capital managenent side, 20,000
18 to 22,000 custoners per year, Wrk and Asset Manage
19 would be a central hub for all of that information, so
20 yes.
21 Q And | think you have testified before that WAM
22 is sonething that many utilities have already
23 inplenented in sone fashion, right?
24 A Yes. As we | ooked at our grow ng busi ness,
25 growing in terns of conplexity, we talked to many of our
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1 peers to see how they were managi ng this work volune in

2 an efficient and effective way, and what we found was

3 that a work and asset nmnagenent systemwas pretty

4 standard in the industry. And so based on that research

5 -- and we did this work early on in 2019 -- in 201,

6 actually, and so is that was one of our concl usions.

7 Q And you were the chanpion or sponsor of the

8 project in terns of getting board approval, correct?

9 A | was.

10 Q W tal ked -- we | ooked earlier in an exhibit
11  in conjunction with M. Wall's testinony in the 2020

12 case, and | think -- | don't know, there was 13 or $14
13 mllion in the budget at that point in tinme, would you
14 agree with that?

15 A | recall, yes.

16 Q Ckay. Gven that it was over 20,000, $5,000,
17 and projected to go in service |longer than a year, at
18 sone point, when an AFUDC rul e was authorized for gas
19 conpanies by the Conm ssion, it would have been earning
20  AFUDC, right? | can ask Rachel that, but it was an

21  AFUDC earning project, right?

22 A Wrk and asset managenent is an AFUDC earni ng
23  project.

24 Q Ckay. So form-- | think we saw t here was,
25 |ike, two-and-a-half mllion dollars in the budget in
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1 2020. So assum ng that was over the threshold, that

2 anount of noney woul d have started earni ng AFUDC t hat

3 far back, right?

4 A The work in asset managenent project was

5 approved in 2020, if ny dates are correct, and we

6 started the project in 2021. | amnot famliar with the
7 last rate case and that testinony, but that's the

8 tineline for the project.

9 Q Okay. But all the tine that it was entered in
10 the devel opnent, and as |ong as you had spent noney on

11 it, it would earn AFUDC, right?

12 A It is earning AFUDC.

13 Q kay. Let's look, if we can, in the book at
14  Tab 117?

15 MR. REHW NKEL: M. Chairman, this wll be a
16 new exhibit, 212, and this is excerpt fromDeloitte
17 SOV Rel ated to WAM

18 CHAI RMAN FAY: Okay. Mark this 212.

19 (Wher eupon, Exhibit No. 212 was marked for

20 identification.)
21 BY MR. REHW NKEL:
22 Q M. Richard, are you famliar with this

23 docunent ?

24 A | am
25 MR, REHW NKEL: | have an exhibit, | think
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1 it's -- because | didn't put your signature page on
2 t he docunent, so this docunent doesn't have it, but
3 | have -- | have a, 70, Tab 70 has the pages that

4 | -- that | failed to include the first tinme when |
5 prepared this. W don't have to give an exhibit.

6 | amjust seeing if | can get himto |look at it and
7 read it --

8 CHAI RVAN FAY: Ckay.

9 MR, REHW NKEL: -- that he signed the WAM - -
10 CHAI RMAN FAY: Onh, just the signature page?

11 Ckay.

12 MR, REHW NKEL: -- statenent of work.

13 THE W TNESS: Yes, | see that.

14 BY MR REHW NKEL.:

15 Q kay. So you and TJ Szelistowski, who was the
16 President of the conpany at the tine, signed it, right?
17 A That's correct.

18 Q Al right. So this WAM SON or statenent of
19 work, is dated July 17, 2021. And that's really the

20 official birthday of WAM right, is when the project

21  becane officially --

22 A Where do you see the date?

23 Q | amsorry. |If you go to Bates 2 on Exhi bit
24 212, or Tab 11, and the first line.

25 A Yes. July 17th, 2021.
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1 Q And this is a confidential docunent, so | am
2 not -- that's not a secret nunber we've tal ked about,
3 that is the origination date, right?
4 A That's correct.
5 Q kay. Isn't it true that WAM was originally
6 conceived to be rolled out in two phases, or rel eases
7 called RL and R2?
8 A | am going to conme back to the docunent that
9 we've just discussed, July 17th. W had two SO, and |
10 see that this is statenent of work nunber two. W had
11 an SOW nunber one, which was a prelimnary phase with
12 Deloitte.
13 Q Ckay.
14 A We | ooked at -- we took a two contract
15 approach with the project. So the first contract was
16 sinply to explore what the requirenents would be to
17 ensure that we had a second SONthat was not -- that
18 wouldn't have many change orders. So kind of like the
19 early engagenent process we have with putting pipes in
20 the ground, we followed the sanme process with this work
21 and asset managenent project.
22 So SOW 1, which would have preceded this, was
23 a devel opnent phase, a definition phase, to nake sure
24  that we had common understandi ng of the organization,
25 the change managenent requirenents, a better
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1 understandi ng of how the busi ness operated so they had a
2 Dbetter understanding of the configuration of the system

3 to have that full inplenentation. So this would be the

4 SOWNo. 2, but the project started with SON No. 1.

5 Q Okay. But SOW 1 nust have been prior to 20217
6 A | think it was about -- | think it's four

7 nmonths before SOV No. 2.

8 Q Okay. Well, | nmean, we didn't get a copy of

9 the invoice if it was with Deloitte, so this is all

10 had to go on. And | thought the July 17, 2021, date has

11  been uniformy used as the begi nning of WAM

12 A | think -- subject to confirmation --
13 Q Ckay.
14 A -- like I nmentioned earlier, SONNo. 1 was

15 when we started our engagenent with Deloitte. W had
16 that exploratory phase with SOW No. 2, which woul d have
17  been the configuration phase, where they actually

18 started to configure the system for our application.

19 Q Okay. Al right. So putting that aside, you
20 would agree with me that it was conceived to be rolled

21  out in tw phases, deploynent RL and depl oynent R2?

22 A That's correct.

23 Q Rel ease one and rel ease two?

24 A Correct.

25 Q Can you give the Comm ssion just a brief

112 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com

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



1756

1 synopsis of what each of those rel eases was intended?

2 A Yeah. So if the first release was intended

3 for the engineering construction teamin Novenber of

4 2022, with a release No. 2 with the operations team

5 Dbecause it was a nmuch larger -- | won't say it was a

6 larger, but it was a much nore in-depth change

7  managenent exercise. So for the engineering

8 construction retirenment, work and asset nanagenent was

9 -- is used by professionals who are designing new

10 assets.

11 For Tims team the operation side, it was a
12 significant change managenent exerci se because we were
13 asking technicians to go fromworking on |laptops wth
14 five niche systens and spreadsheets, |ots of manual

15 intervention, to working with iPads, who would have al
16 of their work on those iPads. So to make sure that we
17 had those technicians that would be confortable with the
18 i Pads, making sure the iPads would work well in the

19 Florida sun, making sure that the device were nounted
20 properly in the trucks, making sure that the five

21 systens that was it was replaci ng was properly

22 configured. And so that was the second rel ease, which
23 took alittle bit nore tinme. The engineering

24  construction side was a little bit sinply. So the 2023
25 deploynent in May of that release No. 2 was with the
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1 operations teamand those iPads in the field.
2 Q So | amgoing to go to Bates 6, and there is a
3 Schedule H, and it has deliverables on it associ ated
4 wththis SON2, right?
5 A Yes.
6 Q Al right. So there is a deliverables |og,
7 which has a date next to it, in 2021. And then there is
8 -- anyone can sit there and go through this and see what
9 the tasks are, but this -- the master plan would be the
10 second itemhere, right, and it's just a few days after
11 this SOWP
12 A | amnot sure -- the naster plan?
13 Q | amlooking in -- | amstill in Bates 6.
14 A Ckay.
15 Q You see the second row?
16 A Yeah. That was the delivery of an overal
17  schedul e for the project.
18 Q kay. Al right. So --
19 A | also note that it makes reference to SOWN No.
20 1 in the right-hand colum, which is what | was
21 referring to earlier.
22 Q Ckay. And if we |ooked on -- through Bates
23 16. | amjust going to take you to Bates 16. This
24  shows -- in the bottomhalf of the page, there is a
25 reference to address rehearsal for RlL and R2, basically
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1 in July of '22 and Novenber of '22 respectively, right?
2 A Yes.

3 Q Ckay. But that's not the rollout date,

4  Dbecause on the next page, we see that back when SO2 --
5 SOWN2 was executed, the -- it shows original deploynent
6 dates for RL and R2, it |ooks |ike Septenber and

7  Decenber respectively; is that accurate?

8 A That was the -- if you are asking nme if the
9 page is accurate. The page is accurate. This was the
10 original plan --

11 Q Ri ght.

12 A -- which | referenced earlier. W had sone
13 delays in the project. Release one was Novenber of

14 2022, and release two was May of 2023, wth an

15 additional release planned for the end of this nonth.

16 Q Ckay. Well, if you could tell ne, when | am
17 |l ooking on 17 and 18, | see various Rls and estimated
18 conpletion dates. |Is the one that | should be | ooking

19 at, the Septenber 16 for Rl, and the Septenber -- |

20 mean, the December 2nd for R2, back on Bates 17?

21 A Let me just check. Yes, based on this table,
22 deploy R1 for Septenber 16th, looks like it was the

23 mlestone to deploy that rel ease.

24 Q Ckay.
25 A And the sane would be true for R2, Decenber
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1 16th.
2 Q kay. So three nonths apart?
3 A Yes.
4 Q All right. Now, if I could get you to turn to
5 Tab 10, please.
6 MR, REHW NKEL: M. Chairman, this woul d need
7 an exhi bit nunber 13?
8 CHAI RVAN FAY: Yes, M. Rehw nkel, this would
9 be 13, and you said you are at 10C.
10 MR. REHW NKEL: Yes, sir.
11 CHAI RMAN FAY: (kay.
12 (Wher eupon, Exhibit No. 213 was narked for
13 identification.)
14 BY MR REHW NKEL.:
15 Q So this is a change order for the docunent
16 that we just tal ked about, right?
17 A Yes.
18 Q And it references in the introduction there
19 SO2 -- SON2, and it's dated, |ooks |ike, Cctober 3rd of
20 2022; is that right?
21 A Yes.
22 Q You woul d have been -- this is a docunent that
23 you woul d have been involved in the execution of, right?
24 A Yes.
25 Q Ckay. Now, this was executed on COctober 3rd,
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1  which would have -- of '22 -- which would have been

2 about a nonth after the original RL date, right?

3 A Rl was -- original date was August.

4 Q | thought it was Septenber 2nd. W j ust

5 decided that.

6 A Can you rem nd ne which --

7 Q Yeah, let's go back to Bates 17 of Tab 11. |
8 think | said Septenber 2nd. Septenber 16th.

9 A 16t h.

10 Q So go to Tab 11 and Bates 17.

11 A Which tab? | amsorry.

12 Q 11.

13 A 11.

14 Q Tab 11. | amsorry.

15 A R1 depl oyed Septenber. This is Cctober.

16 Correct.

17 Q Okay. So original Rl date was Septenber 16t h,
18 and a little over two weeks later, you executed the

19 first change order, right?
20 A Yes.
21 Q So what happened to nmake this project slip?
22 A It was the conplexity of the project, and what
23 the change order represents are, you know, slight delay
24  of release nunber one, and further delay of rel ease
25 nunber two, which was neant to be in Decenber, and we
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1 are now saying it was going to be in My.

2 As you can imagine, rolling out new technol ogy
3 in a systemwhere -- in an environnment where we are not
4 replacing a | egacy system we are actually inplenenting
5 sonething brand new, having inpact on so many peopl e,

6 the conplexity of tying in those five systens, the

7 conplexity of the change managenent effort to change

8 fromworking on a laptop in five different systens to

9 working on an iPad with all systens conbi ned, proved to
10 be a little bit nore conplex than what we originally

11 envi sioned. And so because of that, we wanted to nake
12 sure that we got it right and we wanted to naeke sure

13 that we took the tine that we needed in order to neke
14  sure when we rolled it out it would be successful. So
15 that was the main driver behind the extension. It was
16 nostly around the conplexity of the build.

17 Q So if I could get you to go to Bates 5 of this
18 docunent, which is a Schedule G

19 A Yes.

20 Q kay. Up there in the top, it's project

21 schedule, and it shows for Rl, a go live date. That's
22 when you actually can start using it. That's what that
23 date -- that descriptor signifies right?

24 A So the go live date for rel ease nunber one,

25 Novenber.
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1 Q Yes. So Novenber 7, 2022, that's what this

2 change order changed, from Septenber 16th to Novenber

3 7th, is that right?

4 A | just need to check and nmake sure it wasn't

5 covering the second rel ease as well.

6 Q Well, we see R2 on that Bates 5, February

7 13th, right?

8 Yes. Yep.

9 Q kay. So what | amtrying to understand here
10 is on October 3rd, there was basically sitting there

11  executing, and on the 3rd, you are just saying we are
12 going to go live in 34 days, right?

13 A Before the change order was put in place,

14 there was a |lot of planning behind it --

15 Q Ri ght .

16 A -- as you can see evidenced by the new

17  schedul e.

18 Q Ri ght.

19 A And so, you know, the date that the docunent
20 was signed was COctober 1st -- October 3rd. But |eading
21 up toit, there is a lot of planning around, all right,
22 there as delay, what does that nean for us? Wen do we
23 reasonably think that we can go live wth both rel eases,
24 you know, so there is quite a bit that goes behind this.
25 But that was -- at the tinme of this change order, that's
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1 the schedule at that woul d have been put forth.
2 Q Ckay. So woul d they have just signed the
3 change order knowi ng that Novenber 7th was ki nd of not
4 going to happen?
5 A For engi neering and construction, we did go
6 |ive in Novenber.
7 Q Well, let's go to change order -- or to Tab 9,
8 to change order nunber two.
9 MR. REHW NKEL: And that will need an Exhibit
10 214. This is WAM Change Order No. 2.
11 (Wher eupon, Exhibit No. 214 was marked for
12 identification.)
13 BY MR, REHW NKEL.:
14 Q And agai n signed on Bates 3, signed by you.
15 And I want to direct you to Bates No. 5 -- well, first
16 of all, this was executed on Novenber 28th?
17 A | stand corrected. So it was Decenber 5th.
18 For sone reason, | was thinking Novenber.
19 Q kay. So do you -- so on Novenber 28th, it
20 has a go |live date shown on Bates 5 of Decenber 5, and a
21 go live for R2 of Decenber -- February 27th, 2023,
22 right?
23 A Rel ease two, that's what change order two
24  says, yes.
25 Q Yes. Ckay. Was there a change order -- has
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1 there been anot her change order since that?
2 A | am not sure.
3 Q Ckay. | thought we had been told that in My
4 of this year was when rel ease one was fully inplenented,
5 and then there is a release two, at least at the tine we
6 talked earlier in the year, was going to be sonetine in
7  Septenber.
8 A Rel ease one was | ate 2022. Rel ease two was
9 My of 2023. And when we were close to doing the
10 release two point -- 2.0 in May, we identified a few
11 areas with the conpliance area was not ready and so we
12 del ayed that and created release 2.1, which is just a
13 small fragnment of the overall rel ease nunber two.
14 Q Ckay. So -- and | know everything you do,
15 whether it's engineering or operations, it's all serious
16 business, it's got to be done right. Is it fair to say
17 that the ECT was the easier of the two segnents to
18 inplenment?
19 A There is | ess of a change managenent i npact,
20 so | would say yes.
21 Q kay. On -- still on this Exhibit 214 at Tab
22 9, I want to ask you on, still on Bates 5, | know ny
23 eyes are kind of getting blurry right now, and | was
24  wondering if you could | ook under the blue bar that says
25 release one and two go |ive update, it has a little
112 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com

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



1765

1 batman style WAMin there. Do you see that?

2 A Yes.
3 Q Ckay. If you go -- this has -- | don't know
4 what you call this kind of chart. | think there is a

5 nane for it, graphic?

6 A Gant chart.

7 Q What ' s that?

8 A Gant .

9 Q Yes, gant. W see -- it says: As train and

10 deploy Rl, and it has Rl go live Decenber 5th and has a

11 gold star by it, and that happened, you are sayi ng,

12 right?
13 A Yes.
14 Q And then it says: Train and deploy R2. And

15 then over there to the right it says: Go |ive TBD, has
16 a gold star by it. Wat -- how does that square with
17 the February 27th date? Ws that really not seen at

18 that tinme as going to happen?

19 A | am not sure.

20 Q kay. You see the -- on the lower left, it
21  says: 2020 scorecard goal, do you see that tiny print?
22 A 20227 Yes.

23 Q Yes. Can you -- first of all, is that

24 readable publicly? If you could reviewit?

25 A Yes.
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1 Q kay. Can you tell me what this -- first of
2 all read it, and then let's tal k about what it neans.
3 A The 2022 scorecard goal was to conplete at
4 | east one release by the end of 4 of that year.
5 Q kay. And that happened?
6 A It did happen. Yes.
7 Q kay. And then it says -- for the rest of it,
8 the next line?
9 A The next line is board conm tnent, achieve go
10 live by the end of QL 2023 at or bel ow budget.
11 Q O what ?
12 A At or bel ow budget.
13 Q kay. What was the status of that? D d that
14  happen?
15 A We are in the mddle of that, and we are not
16 -- we are over-budget on it.
17 Q kay. So that -- it didn't conme in on tine
18 and it's over budget, right?
19 A As it relates to the commtnment we nmade to the
20 board?
21 Q Yes. That's what | nean. Yes.
22 A Yep.
23 Q And then under the TBD, can you read that
24 al oud?
25 A TBD anticipating a @ go |ive.
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1 Q Ckay.

2 A Meani ng R2.

3 Q kay. And so based on what you are sayi ng,
4 did that happen or, like, nostly happened or --

5 A The majority of the R2 functionality went in

6 service in May. So that would be aligned with Q.

7 Q Ckay.

8 A The conpliance work, where we were replacing
9 one of the five |legacy systens, is going to go live in
10 Septenber, |ate Septenber.

11 Q Al right. So thank you for wal ki ng through
12 that with me. | amtrying to understand kind of the
13 timng of the project, and you have answered ny

14  questions on that.

15 You woul d agree that the conpany expects that
16 the entire -- well, that $34.3 million of capitalized
17 costs of WAM and AFUDC costs shoul d be borne by

18 custoners in rates set in this case?

19 A Yes.

20 Q kay. | should know this, but is AFUDC part

21 of the 34.3 or is in addition to?

22 A It's in addition to.

23 Q Do you know of f hand how nmuch noney that is?

24 A Not of f hand.

25 Q Ckay. Would Ms. Parsons know?
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1 A She may.
2 Q Ckay. Wien the case was filed, Peoples did
3 not reflect any savings or efficiencies to be achieved

4 in the test year fromWAM at the tine of the filing,

5 right?
6 A That's correct.
7 Q kay. And recently the conpany has agreed to

8 recogni ze $750, 000 of savings in the formof reduced O&M
9 costs, is that your understandi ng?

10 A That's correct.

11 Q Okay. You woul d agree that PGS and Enera

12 expect to achieve far nore than $750, 000 i n savi ngs over
13 tinme?

14 A We woul d expect -- PGS would certainly expect
15 that as we | everage the value that we've invested in in
16 this system New technol ogy does take tine. As |

17 nmentioned earlier, there is a lot of bugs with it,

18 especially one that is as conplex as this.

19 As we learn nore about it, we have, you know,
20 we have the belief that we will learn howto | everage it
21 even nore, and so part of our business case did include
22 having a support teamin place who would focus entirely
23 on making sure that -- | think the termwas used

24  yesterday assumng -- we would sweat the asset, so

25 really leverage the investnents that we've nade. And
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1 so, you know, that's part of the learning that we w |
2 have with this systemto get those efficiencies in tine
3 and find nore.
4 Q (kay. Let's go back to Tab 2 -- you would
5 think | would nenorize these nunbers by now -- 175. It
6 is Tab 2 in the book. And | want you to | ook on Bates
7 four. This is the 2022 refresh, and | guess it was a
8 five-year -- it was a strategy session for the upcom ng
9 forecast horizon, right?
10 A Yes.
11 Q Okay. And we see under potentia
12 opportunities, | think M. O Connor already read these
13 al oud, reduce dependency on external |abor as internal
14  revenue sources becone nore avail able and further WAM
15 efficiencies.
16 Wul d you agree that those two bullets are
17 sort of sonmewhat interdependent over a certain tine
18  horizon?
19 A As | think about -- yes. And as | think about
20  work and asset nmnagenent in a grow ng organization -- |
21  worked for organizations that were not grow ng and, you
22  know, you are making tough decisions about cutting cost.
23 In an organization like ours, which is fortunate enough
24 to grow and serve custoners, investing in technol ogy
25 like this, | think enables you to not have to hire
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1 enployees in the future as you gain efficiencies from
2 fully understanding how to | everage the system
3 And as we tal ked about a mllion work orders,
4 you know, that's a | ot of people to dispatch in any
5 given day throughout the state. And so using a system
6 like this to nmake sure that that's optim zed, | am
7 hoping, in tinme, wll enable us to be nore efficient and
8 effective.
9 MR. REHW NKEL: M. Chairman, | need to ask
10 counsel if I can ask hima question out |oud, |
11 will just take a second.
12 CHAI RVAN FAY: kay.
13 (Discussion off the record.)
14 MR, REHW NKEL: Thank you, M. Chairman, and
15 thank you for the -- | just want to be careful.
16 BY MR REHW NKEL.:
17 Q M. R chard, is there a possibility that at
18 sonme point in the future, WAM coul d be depl oyed to your
19 contract force?
20 A WAM provi des us with great opportunities, and
21  we've worked to benchmark oursel ves agai nst ot her
22 utilities, and we've come across sonme utilities who have
23 worked with their contractors, so those bl anket
24 contractors who actually install the pipes, especially
25 on the high volune side, those 20,000 to 22,000 services
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1 per year, where they are working with the LDC to
2 leverage that technology. Instead of having paper
3 invoices and emails, they are either supplied i Pads as
4 well, or they bring their own technol ogy and t hose
5 systens are |inked together, where there is a nore
6 seanl ess exchange of information and docunents as they
7 execute that work.
8 Now, it's not part of our inmedi ate plans, but
9 | think it's an opportunity to, again, |leverage this
10 system even nore by deploying it to the contractors who
11 build our assets on our behalf.
12 Q Ckay. In any event, any nodul ar depl oynent of
13 WAMto outside workforces is beyond the test year,
14  right?
15 A Very much so.
16 Q kay. Let's go to four, Exhibit 4 -- | am
17 sorry, Tab 4, which is 174. And | amgoing to direct
18 you to -- well, I think we've already tal ked about
19 leveraging WAM  You have already read that, | think,
20 but let's go to page 13, Bates 13. The one with the
21 little blue cloud in the right. Do you see that?
22 A | do.
23 Q kay. In the upper right-hand corner -- well,
24  strike that.
25 In the center, there is a people line -- well,
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1 actually, there is a focus area line, and I think it

2 di scusses WAM is that right?

3 A Yes.

4 Q And this is tal king about building from

5 progress and success in 2023?

6 A In the focus focused area, the first rowis

7 WAM is that where you are?

8 Q Yeah. | was just |ooking at the actua

9 heading of the docunment -- of that slide.

10 A Oh, building. Yes.

11 Q kay. So is there anything that you can read
12 aloud in the WAM area in the intended outcones in 2023
13 under that headi ng?

14 A Yes. Focusing on WAM i nt ended outcones in

15 2023, successful inplenentation adoption for all users,
16  pre-inplenentation, testing followed by training of all
17  operations personnel, inplenentation replacenent of

18 nmnultiple systens with WAM post inplenentation, adoption
19 Dby all operations personnel, data managenent reporting
20 updates for systeminpl enmentation neasurenent and

21  replacenent of existing reports and anal yses.

22 Q Ckay. And then under people there, the second
23 bullet, can you read that al oud?

24 A Yes. Conplete resource plans with executed

25 staffing in each division, balance internal and external
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1 resources, seek cost-efficiencies in | abor while

2 |everagi ng WAM

3 Q Ckay. | just wanted really that one WAM

4 bullet there.

5 This is referring to 20237

6 A | nt ended outcones in 2023 when this was put

7 together, correct.

8 Q kay. And this docunment was from 2023 --

9 February of '23. Wat is the reference to seeking

10 cost-efficiencies -- | amsorry, to seek

11 cost-efficiencies in | abor while |l everaging WAM is that
12 a 2023 goal ?

13 A Yeah. | nean, you heard w tness O Connor

14  yesterday tal k about how WAM i s inpacting his business.
15 It is an opportunity. It's clunky, very nmuch so, but we
16 are in the process of |learning the system W are in

17 the process of working out the bugs.

18 Hi s team has done a really good job adopting
19 the iPads. That hasn't been a barrier for us. So they
20 are using the iPads. W are now working in, instead of
21 five, in the fourth system with the fifth comng. And
22 SO as we continue to work with that, it is absolutely
23 part of our plan to | everage that systemto becone nore
24 efficient.

25 | nmentioned a mllion work orders per year.
112 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com

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



1774

1 To be able to use a systemto deploy those fol ks across
2 the state in an optim zed nmanner so that they reduce the
3 anmount of time that they are holding on to a steering
4 wheel and increase the anount of tine that they are
5 holding on to tools is absolutely an efficiency that we
6 are trying to gain.
7 Q So would it be fair to say that, even though
8 M. O Connor said he didn't think he had $750,000 in the
9 budget that would reflect the comm tnent the conpany
10 made to the Comm ssion, it's possible that there could
11  be sone nonetary savings that manifest in 20247
12 A lt's -- it's -- no, | don't think so. And
13 here's where it gets a little bit chall enging.
14 If you |l ook at the -- you know, we provided
15 kind of 19 elenents in the spreadsheet of where we
16 believed that there would be efficiencies, nost of them
17 are 15 mnutes here, 30 mnutes there, and so when you
18 have a workforce spread out across the state, you have
19 to add up a lot of 15 minutes in one single area in
20 order to be able to got to a point where you have one,
21  an equi val ent of one person.
22 And so what Tims struggle is, is okay, we'l]l
23 recogni ze sone savings because it's the right thing to
24 do for our customers, but how does he materialize that?
25 He can't not hire that person because he still needs him
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1 in that division. And you wal ked hi mthrough each of
2 the divisions and the characteristics with them that's
3 the challenge he is dealing wth.
4 So it's not as easy saying, okay, 15 m nutes
5 tinmes X nunber of enployees, that neans we don't have to
6 hire X it's tricky. And that's why we had the
7 progression of benefits intinme. And we figured that
8 after four years, we would squeeze enough 15 mnutes to
9 be able to make that equivalent to a person of that
10 perhaps would enable us not to have to hire that next
11 person. So it's -- it's -- that's the art.
12 Q So | understand that, you know, | think --
13 wouldn't you agree that what the Conm ssion has to
14  balance is they heard testinony about the sheer
15 magni tude of | ocates and the nunber of |ocates. You
16 tal ked about tasks in the mllions, right. W |ooked at
17 M. O Connor's exhibit of tasks in the mllions. That
18 kind of volune also creates those little opportunities
19 that add up, right?
20 A Yeah -- yes. And our best guess of those
21 efficiencies, when we put, you know, that estimted
22 benefits together, would have accounted for all of that.
23 And that's why we said, well, you know, we are not goi ng
24 to get all the benefits when we turn the switch, just
25 like we saw with the new tools here, right. W were
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1 able to use it in some ways, but sonme ways there is

2 probably sone opportunities to inprove it.

3 W see the very sane thing in WAM and |

4 Dbelieve that as we continue to push it, as we continue
5 to exploit the system as we continue to nake

6 nodifications and changes, we will see nore and nore

7 opportunity to get sone efficiencies. And | believe in

8 the end, that will be good for our custoners, because we
9 wll be much nore efficient, nuch nore effective.
10 Plus we've reduced a lot of risk by getting

11  rid of systens that were no | onger supported. And those
12 types of risk, although, you can't put a dollar figure
13 onit, if a systemgets hacked, if it fails and we are
14 not able to give in our custoner commtnents, if we are
15 not able to respond to an energency request, that's

16 where it gets -- not tricky, but that's where it gets
17  concer ni ng.

18 And so we are Wrk and Asset Managenent wil |
19 at the tine, give us the opportunity to realize those
20 benefits in time, and we've nade the conrmtnent to find
21 $750, 000 in 2024, which is going to be a chall enge, but
22 at the sane tinme, it produces a lot of the risks that |
23 just described of those five | egacy systens, so it's

24  conpl ex.

25 Q So you are saying the Conm ssion should accept
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1 and put into rates the entire $35 mllion under the --
2 wth the idea that you m ght save an enployee or two in
3 '25 or '267?
4 A It's nore than an enpl oyee or two. And |
5 think it's longer term-- a longer termview on the
6 business, a longer termview of the state, of the role
7 of natural gas in the econony, in our custoners' |ives.
8 This is an investnent. |It's a huge change nanagenent
9 exercise, and | believe that it will position our
10  conpany very, very well to continue to serve our
11 custoners, and to continue to maintain our reliability
12 and our safety that we have been recognized for. So
13 this is absolutely a long-terminvestnent with benefits
14 that we start -- you know, we've commtted to 750, 000,
15 which is year two benefits, and we are still in the
16  process of inplenentation, and 2024 is technically our
17 year one with the system So we are conmm tted.
18 Q Ckay. Thank you.
19 MR, REHW NKEL: M. Chairman, |, you know - -
20 ordinarily, I would insist on a yes or no, but I
21 think it's inportant that we fully explore this,
22 because it's inportant to the conpany, it's
23 I nportant to the custoners. So | am not seeking,
24 other than the tinme of day, | amno the seeking to
25 shorten his answers. | think it's inportant that
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1 this be explored, so -- but it's you to you how you
2 want these answers kind of couched.

3 CHAI RMAN FAY: No, | would agree. The

4 clarification that's being provided is specific to
5 your question, so | think it's very hel pful.

6 MR, REHW NKEL: Ckay.

7 BY MR REHW NKEL:

8 Q If we could go to page 15 of this exhibit.
9 A O nunber two?
10 Q Four, still on four. | amsorry. And this is

11 the one that says 2023 scorecards asset nanagenent

12 goals. Do you see that?

13 A | do.

14 Q Ckay. Now, this is nore on your side of the

15 fence in the ECT, is that right?

16 A The scorecard itself or --
17 Q Asset managenent goal s.
18 A Sone of them | see sone at that are rel ated

19 to ny area, sone are not.

20 Q kay. So the thene of operational excellence,
21 is that sonething that you can read al oud?
22 A Yes. PGS nust continue to partner with

23 contractors to ensure safety and focus on system
24 integrity to achieve high performance. Leveraging the

25 Work and Asset Managenent project will support effective
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1 execution of the PGS growth strategy.

2 Q kay. Is this -- and | amasking a bit of an

3 open-ended question here. | don't understand whet her

4 this is related -- these sentences are interdependent or
5 they are just -- one's just about contractors and one is

6 just about WAW?

7 A They are two separate things.
8 Q Okay. Then the notes at the bottom it tal ks
9 about -- well, under target, there is a threshold that

10 references WAM Do you see that?

11 A Yes.
12 Q Ckay. |Is that sonething that you can read?
13 A Conpl ete WAM i npl enentation rel ease two in

14 2023, maintain 90 percent systemup tinme fromR2 to year

15 end.

16 Q Okay. \What does that nean?

17 A | npl enenting a new system we are anticipating
18 that at |east 90 percent of the tinme it wll be

19 available to our technicians.

20 Q Ckay.

21 A So when we did the inplenentation -- | am

22 sorry if | drag on, but when we did the inplenentation,
23 new system And so we had a backup plan to, you know,
24  have paper just in case it didn't work. W said, |ook,

25 we are investing in this technology so we have to nake
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1 sure it works, so we -- the goal was too make sure it

2 was at |least 90 percent.

3 Q That sounds like a famliar story. |I'm

4 tal king about here.

5 A Technol ogy i s chal |l engi ng.

6 Q So what has been your -- how are you doing on

7 this 90-percent nunber so far?

8 A W are in over 95, maybe in the 97, 98

9 percent. W had two snmall outages that were related to
10 cl oud service, but that was back up w thin hours.

11 Q Now, you still had -- nobody is perfect, no
12 conpany, no organization is perfect. You still had

13 glitches under the old system right? WAM wasn't

14 intended to introduce perfection into your business, was
15 It?

16 A A coupl e of questions there.

17 Q Yes.

18 A Wi ch one are you | ooking for?

19 Q WAM -- the last one. WAMwasn't intended to
20 introduce perfection in your system was it?

21 A No technology is perfect. And ny earlier

22 nmessage on, you know, |earning the technol ogy, |earning
23  how we can further enhance it, |earning the tweaks that
24 we can nmake to it, that's going to be a journey, and we
25 Dbelieve that we can get a lot nore out of it in tine.
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1 Q So is exceeding the 90-percent target -- first
2 of all, let nme -- before | ask that question. Under the
3 notes thing, it -- thereis a -- can you read the first

4  Dbull et under notes?

5 A All goals are to be conpleted by the end of 4
6 unless otherw se stat ed.

7 Q So this a goal that Peoples' conpensation is

8 based on?

9 A The scorecards is, yes.

10 Q kay. And you are exceeding the 90-percent so
11 far inplenentation year-to-date, right?

12 A Yes.

13 Q Ckay. So would you agree that that's sort of
14  one of the conponents of sweating the asset, is work a
15 little harder and nmake it nore efficient, nmake it nore
16  val uabl e?

17 A Yes. And Wrk and Asset Managenent is a

18 critical systemfor us. |It's about running our business
19 to nmake sure that we get the | eaks, make sure we respond
20 to energencies, make sure that we conpl ete custoner

21 work. So it is critical. W absolutely want to make

22 sure that it's at the highest percentage.

23 Now, as we think about sweating the asset, |
24 amthinking nore long-term Sweating the asset neans

25 we've made this event of 34, $38 mllion. How can we
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1 leverage it even nore? So | tal ked about the idea of
2 working with our outside contractors. How can we -- you
3 know, are there opportunities to further enhance the
4 efficiency of our team nenbers? As Timand his team
5 learn nore and nore about the system |earn how to use
6 it, they will find opportunities. So that is absolutely
7 our long-termplan to continue to sweat that asset and
8 get as nuch out of it as we can.
9 Q So if the Comm ssion gives you rate recovery
10 on the entire 34.3 that's in your ask you continue to
11 accrue AFUDC on the unrecovered bal ance, which you
12 would, right, $4 mllion is sufficient enough to get
13 AFUDC, right?
14 A Once the project is in place, any enhancenents
15 we nmake will be a separate fromthe original
16 inpl ementati on.
17 Q Ckay. So with this $4 million, is that part
18 of sonething that will be in service before the end of
19 the test year?
20 A Yes, it will be in service on Septenber 22nd.
21 Q kay. So that -- those dollars would be
22 essentially not included in your rate recovery if you
23 get just the 34.3 plus AFUDC, is that right?
24 A That's correct.
25 Q Ckay. So sweating the asset, anything that
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1 you can yield as an efficiency gain after Decenber 31,

2 2024, that's in excess of the return of and on the $4

3 mllion that you are not going to include and the

4 $750,000 that you are building into the rates, anything
5 above that, if there is anything above that in '25, that
6 goes to the bottomline or shareholders; is that fair?
7 A | amnot sure | would characterize it this

8 way. | believe that the commtnents we've nade to

9 $750,000 for 2024 will be very difficult to get. CQur

10 best estimates was that we woul d get about half of that,
11 and so | -- | can't bring nmyself to that point.

12 Q | amjust saying if you assune that you do get
13 to that point, if you get $1 mllion of efficiencies

14 in -- on a year-to-year basis in '25, that's going to be
15 in excess of the 750 that's built into rates, that

16 starts to go to the bottomline, right?

17 A You can nmake that -- yes, and you can nake

18 that argunent for many of our projects, right. So if --

19 sone projects wll be higher, sone projects wll be
20 lower. In areas we will have sonme unexpected costs and
21 in areas costs will be alittle bit |lower, so this would

22 be an exanple of a cost that would be a little bit, |
23 guess to the benefit, but there is a lot of other things
24 that could be to the negative. So it's part of running

25 t he busi ness.
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1 Q Ri ght .
2 Let's turn, if we can, to tab -- | don't know.

3 Do you have Exhibit 187, that big sheet?

4 A Yes.

5 MR. REHW NKEL: M. Chairman, this has been

6 di stributed as 187, | believe, which was originally
7 OPC 67.

8 CHAI RMAN FAY: kay. The WAM benefits

9 realization, is that it?

10 MR. REHW NKEL: Yes.

11 CHAI RMAN FAY: (kay.

12 MR REHW NKEL: It's the 11 by 17 two-page

13 spreadsheet .

14 BY MR REHW NKEL.:

15 Q And | asked M. O Connor questions about this,
16 which | expect that you saw.

17 A | did.

18 Q And is it -- is it your -- he testified that
19 he thought this was the nost up-to-date infornmation

20 about WAM is that your understanding al so?

21 A Yes. W created this docunment when we did the
22 original business case approval. W revised it in, |

23 think, March of 2022, as we understood nore on how the
24  technol ogy was going to work, how it was going to be

25 configured, and so at that tinme we did this revision.
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1 Q | s there any reason why you didn't do anot her
2 one in advance of the rate case to see if there m ght be
3 nore noney that woul d occur sooner?

4 A No reason, but we are using the system and so
5 nowit's about not trying to go see if our theoretical

6 exercise has changed, but is to actually get to start

7 realizing those benefits, and working through the bugs,
8 and trying to make it nore effective and efficient for

9 us.

10 Q Ckay. On page -- the second page of this

11 docunent in the biggest blue quadrant there, or

12 rectangle, there is a phrase that says: Contractor

13 savings reduced 23-25. | don't knowif that's a nore or
14 less than sign. Do you understand what that neans?
15 A Can you, the reference line nunber? | printed

16 mne on bigger pages so | could see it.
17 Q Oh, it's -- you see it's -- can | show you

18 fromhere? It's this.

19 A Oh, the summary, yes.

20 Q Yeah, the summary bl ock. Contractor savings
21  reduced 23-25. | assune those are years?

22 A | don't see contractor, the reference to

23 contractors.

24 CHAI RMAN FAY: The last line in that sunmary.
25 THE WTNESS: Onh, | see. It's on another
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1 page. Yes, | see it.
2 BY MR REHW NKEL.:
3 Q Ckay. Are there nore pages than just one
4 and --
5 | just printed mne on big pages.
6 Q Oh, okay. You are snart.
7 Al right. So can you tell ne what this
8 neans, contractor savings reduced 23 to 25?
9 A | don't recall
10 Q What is the reference to TPl there? |s that
11 TECO Partners?
12 A It is. W've identified areas where there
13 would be sone benefits to TECO Partners.
14 Q Ckay. Now, did TECO Partners get benefits
15 starting right away this?
16 A | think there was only one line itemthat was,
17 1 think line itemnunber six, as | take a quick gl ance.
18 And when we did the revision -- | just want to nake
19 sure. There may not have been any left. Let ne just
20 confirm No, so there are sone --
21 Q Ckay.
22 A -- yep, there are sone for TPI
23 Q And these are in '23 and ' 267
24 A W didn't put atine onit. |It's part of the
25 table that suns up with the overall nunbers presented in
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1 Dbl ue.
2 Q Ckay. | was just looking on line six all the
3 way across.
4 A Yep.
5 Q There is a few -- 25,000 -- 26,000 in '23 and
6 104,000 in '267?
7 A Yes. And the difference between 2023 and 2026
8 and 2023 being year one, which actually ended up being
9 2024, and a slow progression, or a linear regression to
10 full realization of benefits after four years of use,
11  which is why the two col ums.
12 MR, REHW NKEL: Ckay. M. Chairman, if you
13 give ne a second, we go through these dial ogues,
14 and the di al ogue reduces questions that | have.
15 CHAl RVAN FAY: (kay. W are not -- we are not
16 opposed to efficiencies, M. Rehw nkel.
17 MR, REHW NKEL: Ckay.
18 BY MR REHW NKEL:
19 Q So what | amtrying to understand, and | have
20 explored this, | think at sone length in detail with
21  you, and | appreciate your answers on this, was there a
22 delay in WA\Mfrom-- we |ooked at the history of this
23 fromthe statenment of work nunber two through the change
24  orders and the schedul e that you are |ooking at right
25 now, did that delay push out savings that m ght have
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1 occurred in '24 to beyond the test year?

2 A | can say that when we originally had the

3 project planned we assuned the year one benefits, which
4 is 25 percent of the overall benefits would be in the

5 year 2023. Because of the various delays that we

6 encountered in WAM and our depl oynent schedul e, those
7 benefits were del ayed by one year, to 2024. | believe
8 that answers the question.

9 Q So the $750,000, is that sort of reside in

10 what you thought you m ght be able to get out of '24?
11 A If | take the |atest information that we have,
12 we believe that year one woul d have yi el ded 363,000 in

13 2024. So we are offering 750, which --

14 Q Where did you see that nunber? Were --

15 A So if | ook at the blue table --

16 Q Ckay.

17 A -- 2023 revised &M 363,000, that would be

18 vyear one benefits. Year one benefits, it's not 2023,

19 because it's the old docunent, so it's actually 2024,

20 and so we had anticipated benefits of 363,000 in year

21 one, again, using this theoretical exercise where we are
22 taking 15 mnutes here and there, and 726 by year two,
23  which would be 2025. The commtnment we are nmaking to

24  our custoners, and to recogni ze the val ue of the

25 inplenentation and investnent in this technology, is to

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



1789

1 recognize 750,000 in year one as opposed to the 363

2 that's in the spreadsheet.

3 Q kay. So if we |ook at the way you are

4 explaining it, if I go to the revised O&M box that has

5 363,214 in '23 and 726,429 in '24, you are just -- and

6 then the other nunbers below that, you are just saying

7 everything got pushed down one year?

8 A That's correct.

9 Q Okay. That assunes that know edge was static
10 as of '22, when you did this docunent, and there is no
11 learning, there is no sweating of the asset that's
12 occurring, these nunbers could be better?

13 A After working at the project for 12 to 18

14  nonths, whatever the timng is, to get to March of 2022,
15 where the bulk of the system had al ready been desi gnhed
16 and we were getting, March of 2022, we are getting ready
17 for inplenmentation, at that tine, this was the

18 information that we had avail able, that was the best

19 guess of the benefits that we woul d receive.

20 And as you can see, between Novenber of 2020
21 to March of 2022, there are sonme changes, but generally
22 speaking, nost of the benefits are still there. And in
23 fact, in sone cases we found nore, and in other areas we
24 thought, well, maybe they are not applicabl e anynore.

25 So generally speaking, it's been fairly consistent on
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1 t he benefits side.
2 Q Ckay. Just to confirm there are no WAM

3 related contractor savings in the rate case, is that

4 right?

5 A That's correct. Wen you say contractors, can
6 you --

7 Q | am tal ki ng about vendors that provide |abor

8 services to the conpany other than team nenbers.

9 A | amnot sure there isn't. | would have to go
10 through the spreadsheet. Wen you originally asked the
11  question, | assumed you neant contractors that | am
12 responsi ble for, which are the bl anket contractors. But
13 if you nean contractors nore generally, there could be,

14  but | would have to reads through each Iine.

15 Q You nean over in M. O Connor's shop?
16 A Yes.
17 Q Ckay. So if he gave an answer on that, we

18 would have to kind of stand on his, or would you know

19 nore about it than he woul d?

20 A | think it may be a conbi nation of both, I

21  would have to read through the spreadsheet, and he coul d
22 tell -- he could tell you, in his shop with this

23 technology, if there is benefits that would extend to

24  contractors.

25 | amassumng, if heis -- if he has
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1 contracted | abor who is using the technol ogy, that that
2 would create sone efficiencies for that contracted | abor
3 as well, but that's his area.

4 Q You are not pushing this out to contractors in
5 any part of the conpany, right, at this tinme?

6 A If we are -- again, Timcould speak to this,

7 but if he has an enployee who is hired as a contractor

8 and not a full-tinme equival ent who is doing service work
9 or whatever, it's foreseeable that he could, or she

10 could be using that iPad, but we are tal king about a

11  very sel ect few nunber of people.

12 Q kay. | -- this is a concept | haven't heard
13 of, so | got to ask you about this. A contractor who is
14  an enpl oyee, what does that nean?

15 A Ti m menti oned yesterday | ocaters, all right.
16 So he has sone |locaters that are contracted versus our
17 PGS team nenbers. |In those cases, those contractors are
18 getting their work orders. They would be using iPads to
19 get their work.

20 Q Okay. Well, is there anything in this

21  spreadsheet that tal ks about that kind of an efficiency

22 yielding WAM benefits?

23 A The spreadsheet we just reviewed?

24 Q Yeah.

25 A That's what | mentioned earlier. | would have
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1 to go through each line item It's Tims area in how he
2 staffs his operations, so | can't speak to that. | am
3 not sure.

4 Q Ckay.

5 A And | think we've already recogni zed that the

6 efficiencies that we are going to conmt to the $750, 000

7 would, you know, in large part be in his area, and so

8 how he, | guess, how to achieve that.

9 Q If there were such contractor, slash, enployee
10 savings related to WAM are you sayi ng they would have
11  been baked into the budget |ast year for the test year?
12 A | think we've already said that -- no, we've
13 already said that we haven't baked in any --

14 Q Ckay. That's -- that's what | was trying to
15 get at. But you are saying that going forward, there

16 may be savings that can be sweated out of the asset?

17 A Yeah. Yep.
18 Q Ckay.
19 A And the 750 that we have commtted to is our

20 part of the savings that we want to recogni ze for the

21 sol uti on.

22 Q kay. But --

23 MR. REHW NKEL: Al right. M. Chairman, | am

24 done with WAM and | am about to go -- oh, | am

25 SOorry excuse ne.

112 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com

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



1793

1 | apol ogize. | understand |I have one |inmted
2 line of cross for WAM and | think we wll go back
3 to Tab 11 -- yeah, | amsorry.

4 CHAI RMAN FAY: Okay. And which is also 213 --
S mar ked as 2137

6 MR. REHW NKEL: Yes, 213, M. Chairman. Thank
7 you. And to page 30.

8 BY MR REHW NKEL:

9 Q Let me know when you get there, M. Richard.
10 A Ckay.
11 Q | amgoing to -- when you get there, | am

12 going to direct you to the, kind of the bottom quarter
13 of that page. And again, recognize this is a

14  confidential docunent.

15 A And which part?

16 Q So it's -- it starts with the asterisks four.

17 Did | say 10C, is that the one you are on?

18 A No, | was on the wong 30.

19 Q Oh, | amsorry. This is 10C, which is the --
20 A Ckay, | amthere.

21 Q -- change order nunber one.

22 Ckay. And there are performance targets that

23 appears for your vendor that are described here with
24  sone exceptions, is that a fair characterization of

25 this?
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1 A Yes.
2 Q Ckay. So recognizing the sensitivity of a
3 docunent like this naybe, do you see where it says
4  "exceptions"?
5 A Yes.
6 Q Al'l right. Can you tell me whether any of the
7 exceptions indicated there, that references del ays,
8 there is two nentions of delays?
9 A Yes, and | just want to read the section to
10 make sure | under st and.
11 Q Ckay.
12 A Ckay.
13 Q Does this reference del ays by the custoner or
14  the vendor?
15 A On the left-hand side in exceptions for the
16 delay on the left-hand side is the delay caused by the
17 systemintegrator in this case.
18 Q Okay. What about on the right-hand side?
19 A | amsorry, | will change that as | read that,
20 if it's -- that would be on PGS side. The right-hand
21 side would be -- | can't say definitively.
22 Q About the right-hand side?
23 A | amnot -- either or, I'"'mnot sure as | read
24  that.
25 Q Ckay. Do you know if there were any
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1 exceptions to any of the m | estone requirenents that you
2 maght have had in the performance neasures of this

3 contract that were related to Peoples not being able to
4  perfornf

5 A We had one delay that was caused due to

6 Hurricane lan where we had to stand down our team from
7 working on the project and focus on the hurricane

8 preparation and then restoration. So we did | ose sone
9 tine related to that, and that woul d be an exception

10 where we were not able to provide the staffing. That's
11 the only one that | am aware of.

12 Q Ckay. There weren't any delays that were a

13 result of sonething custoners did, though, right?

14 A Cust oners, Peoples --

15 Q Peopl es' cust oners.

16 A No.

17 Q Ckay. Al right.

18 MR, REHW NKEL: Ckay. Now, M. Chairman, | am
19 done wi th WAM

20 CHAI RMAN FAY: (kay.

21 MR. REHW NKEL: | am about to turn to

22 SeaCoast, and | think this m ght take 30 nore
23 m nut es.

24 CHAI RMAN FAY: (kay. o ahead.

25 BY MR REHW NKEL:
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1 Q So |l wuuld like to turn alittle bit to ECT
2 and its relationship with SeaCoast as it inpacts
3 Peoples' capital budget and O8M budget, and the enpl oyee
4 hirings that you support in your testinony, okay?
5 A Ckay.
6 Q I n your position as Vice-President of
7  Engi neering, Construction and Technol ogy, you are
8 responsible for performng or supervising prelimnary
9 project cost assessnent, cost estimtes, conplete
10 engineering -- and conpl eting engi neering, design and
11  construction supervision of SeaCoast pipeline projects;
12 is that fair?
13 A Yes.
14 Q Your shop has served these roles and functions
15 for both PGS and SeaCoast in the past, is that right?
16 A That's correct.
17 Q And ECT al so stands ready to serve in this
18 capacity now and in the future, right?
19 A Yes.
20 Q And isn't it true that your staffing needs are
21 driven, at least in part, by the conbi ned denands of
22 both PGS an its SeaCoast pipeline affiliates
23 construction piece?
24 A Yes, but when you say in part, you | ook at the
25 size of SeaCoast versus Peoples Gas, we've built four
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1 pipes, four projects, conpared to an overall capital
2 budget to serve our 470,000 custoners in all of the
3 other projects that we have put in place, and so it
4 would be very small, and only when projects materialize,
5 and again, it's happened four tines.
6 Q Okay. Now, you are tal king about the ful
7 course of services fromoriginal evaluation, origina
8 cost estimates going through, sonmething like a 5, 4, 3,
9 2, 1, to execution of the contract and then built,
10 right, that's what you were just tal king about?
11 A Which is the function of our group, yes.
12 Q Ckay. But your group al so does functions
13 related to cost estimates. You provide costs estinates
14 at a high level so business devel opnent can evaluate a
15 project about whether to take it to the next step,
16 right?
17 A That's correct.
18 Q kay. And so those costs all have to be
19 perfornmed by human beings, right, engineers?
20 A That's correct.
21 Q kay. | nean, those tasks have to be. And
22 then there are costs associated with having that person
23 at a desk working to provide those estimtes, right?
24 A Yes.
25 Q Ckay. And as far as PGS and Enera are
112 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com

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



1798

1 concerned, there is no difference between a SeaCoast --
2 between SeaCoast and PGS in terns of how pipeline
3 projects are handled for cost estinmation, engineering,
4 design -- and engi neering design supervision and
5 construction oversight and supervision, and the capital
6 managenent -- well, let nme stop there. Wuld you agree
7 with that?
8 A No. Enera doesn't have a part to play in how
9 we manage the execution of our capital work. W, at
10 PGS, have an obligation to ensure that we are providing
11 quality estimates, that we are reporting, you know,
12 assets in the ground in a way that is safe, that is
13 efficient and effective, and we have those principles
14 whether it's a SeaCoast project or a Peoples Gas
15 project. But that's PGS, not Enera.
16 Q Okay. Fair enough. But even PGS, and the
17 governance and executive teamin PGS, they expect a
18 SeaCoast or a Peoples Gas pipeline to be treated exactly
19 the sane in terns of the quality of engineering work
20 that's applied to a project no matter what stage it's
21 at, right?
22 A Correct.
23 Q Ckay. You woul d agree that Enera does have a
24  say in what SeaCoast does from a business standpoint,
25 right? They provide the capital for them right?
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1 A They provide the capital to fund our overall

2 capital program but it's up to Peoples Gas, our

3 governance and our board, to nmake deci sions on where and

4 how we invest those dollars.

5 Q Ckay. \When Peopl es prepared the Q&M and

6 capital budget for this case, you did not nmake any

7 special adjustnents to acconmpdat e SeaCoast and the

8 potential for SeaCoast pipeline projects in the test

9 year, did you?

10 A No, we -- we budget and allocate tinme on an

11 &M and capital basis, and using an allocation nethod,
12 the Modified Massachusetts Method. So part of our team
13 our gas control team and our managenent regul ation team
14 allocate part of their costs because they nonitor and

15 nmeasure and manage those pipeline assets, which is a

16 fairly consistent workload year after year, so we would
17  have dollars in the budget allocated to that.

18 We al so have, based on that percentage

19 allocation, we have allocated dollars fromour integrity
20 managenent group, our engineering group, our

21 admnistrative group, whether or not there is a project
22 cost to get allocated to SeaCoast. And for 2024, we are
23 not working on or projected to work on any SeaCoast

24 assets, and yet we are allocating sonme costs to that.

25 Q Well, when you say you are not working on, you
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1 are not building a SeaCoast pipeline, is that what you
2 meant ?
3 A We are currently -- our teamis not currently
4 working on any SeaCoast projects.
5 Q kay. In '23?
6 A *23, and we don't have are any in '24 that we
7  see.
8 Q But you don't know whether sonething will cone
9 in the door, do you?
10 A That's true.
11 Q Ckay.
12 A Based on everything we know today, we don't
13 have any SeaCoast projects that we are working on. |
14 can't speak to the future.
15 Q kay. But you -- at any given tinme, you have
16  Dbeen involved in maybe a handful of SeaCoast projects
17 fromconstruction to just an estimation, or high Ievel
18 estimate, right?
19 A Yeah, | nentioned before we have four. | have
20 never been involved directly in a SeaCoast project in ny
21 time in this role, but the gas supply and devel opnent
22 team you are right, may bring us a project that would
23 Dbe deened a SeaCoast project, and we would work on that.
24 Q kay. Let's go look at Tab 2, please. This
25 is at 175, and | will take to you Bates nine. Let's
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1 just rem nd everyone what the date of this docunent is.

2 | think it's June of '22. Do you see that?
3 A | do.
4 Q So this is June 7th of '22, that was, |ike, a

5 day before the first budget date that we saw in exhibit

6 -- the budget schedul e docunent. Do you recall that?
7 A What am | recalling? Can you --

8 Q This ' 23 budget schedul e.

9 A Yes, okay.

10 Q The very first mlestone there was June 8th

11 through 27th, do you recall that?
12 A | do recall that.
13 Q kay. This -- this docunent is fromthe day

14  before that, right, June 7th, '22?

15 A June 7th, before this one, whichis --

16 Q When | say this, | amtalking about Tab 2.
17 A June 7th. Yes.

18 Q Ckay. So when we | ook on this page, at the

19 tinme you are doing your O&M and capital budget, this is
20 a deck slide that's entitled pipelines, and it's

21 confidential, right?

22 A Yes.
23 Q Ckay. Now, you would agree with ne that at
24 this time, there were -- these two maps, they show PGS

25 pipeline projects, and it has the word opportunities, so
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1 this runs the ganut of, you know, basically -- what is

2 it -- what's the -- early devel opnent, near approval and
3 execution, those are the three colors for the | egend

4 there, right?

5 A Yes.

6 Q kay. So it looks like there is six SeaCoast

7 project nanes and 12 PGS project nanes there, right?

8 A Subj ect to check, yeah, it |ooks --

9 Q | know it's tiny.

10 A Yep.

11 Q And if you add up the dollars, the dollar

12 value that's in that | egend, would you accept that there
13 is 181 mllion for SeaCoast and 365 for Peopl es?

14 A Subj ect to checking the nunbers, | wll take
15  your nunbers.

16 Q kay. So that -- if you added this up, it

17  woul d be about 33 percent, alnost exactly, of SeaCoast

18 projects to Peoples projects, right?

19 A That's the math. Yes.
20 Q kay. So -- and it says in narket
21  opportunities in the lower left there -- could you just

22 read the part in the bottomline that's in the
23 parentheticals without getting into the nunerical -- the
24  doll ar val ues?

25 A | am not sure where you are.
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1 Q Oh, they lower |eft-hand corner of that page.
2 Just to the left of the map.

3 A Mar ket opportunities?

4 Q Yes. Just the part in parenthesis, can you

5 read that?

6 A And SeaCoast ?

7 Q Well, the parenthetical below that. You see,
8 there is a dollar value there, which I amnot trying to
9 get you to read.

10 A Not all included on the right?

11 Q Yes. Yes. So this is saying that there could
12 be nore than just what is shown in these maps on this
13 date, right?

14 A Lew Rut ki n, which you have had a chance to

15 discuss, he has the gas supply and devel opnent team

16 His job and his role is to work with industry, work with
17 industrial customers throughout the state to nake sure
18 that they are aware that there is natural gas as an

19 option. And so his teamis looking at a nmultitude of
20 projects that could be purely early stages, it could be
21 alittle bit nore advanced. W may not see everything.
22 So the details behind these projects | can't speak to,
23 but that would be his view, and | believe he had the

24  opportunity to explore that with him

25 Q Well, what | amexploring with you is in the
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1 ECT, if they bring -- | nean, every color is in the

2 SeaCoast in the | egend here, one, two, three, four,

3 five, six. There is four blue ones, one burnt orange

4 and one maroon one, right?

5 A Correct.

6 Q So ECT would have to touch these projects to

7 give themcost estimtes, right?

8 A Not necessarily. |If they are sinply speaking

9 toathird party who has an interest in a pipeline would
10 not, you know, you | ook defining that as a market

11  opportunity, | nmean, he can speak to these projects,

12 only one when it's serious enough that we need to put a
13 cost estimate together to see if the econom cs work

14  would cone to nmy group, a very different exercise.

15 Q Let's look at that. | would like to keep this
16 page with this map onit, if you can take it out of the
17  book or keep your finger on it and go to 66, which is

18 the cost estimating docunent, 209? 201. | don't think
19 | gave you have the right nunber. Yes -- yeah, 211. |
20 amsorry. Wiich is Tab 66. This is the cost estimating
21  docunent. Do you see that?

22 A | do.

23 Q Ckay. And | want to take you back to Bates

24 17.

25 MR, REHW NKEL: Again, this is a confidentia
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1 docunent, but | amgoing to pass out, M. Chairnman,
2 a new confidential docunent that is an enl argenent
3 of this page, because this is alnbst inpossible to
4 read it.

5 CHAI RVAN FAY: (kay.

6 MR, REHW NKEL: And this is entitled Exhibit
7 B, the Cost Estimating Docunent -- | should have
8 called it Appendi x B, because that's what it says.
9 CHAI RMAN FAY: And then we could just mark

10 this one 214.

11 MR, THOMPSON. M. Chair, do we already -- |
12 think we al ready have a 214.

13 CHAI RVAN FAY: 215.

14 (Wher eupon, Exhibit No. 215 was marked for

15 identification.)

16 CHAl RVAN FAY: M. Rehw nkel, do we need to

17 keep 211 out now that you have enl arged, provided
18 us with this enlargenent of 2C

19 MR. REHW NKEL: | don't think we do.

20 CHAI RMAN FAY: (kay.

21 MR, REHW NKEL: So | think we can go back to
22 -- | think we can go back to tab -- | get all of ny
23 tabs -- Tab 2 maybe yes, Tab 2, Exhibit 175, just
24 ki nd of maybe side-by-side these docunents.

25 CHAI RVAN FAY: | amsorry, M. Rehw nkel, Tab
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1 2, | have Exhibit 211, so which --

2 MR, REHW NKEL: Tab 2 is the --

3 CHAI RVAN FAY: On, 175.

4 MR. REHW NKEL: ~-- 175. It's the June 7th
S docunent .

6 BY MR REHW NKEL:
7 Q And | am not going to say the nanme of any of
8 these projects here, because | think many, it if not all

9 of them may be non-public.

10 A Correct.

11 Q | am sure you know that, but | don't want to
12 hear any answer -- | amnot eliciting any answers |ike
13  that.

14 A Under st ood.

15 Q So we -- you would agree with nme that |

16 faithfully enlarged this Exhibit B from your cost

17 estimating docunent, would you not? Wuld you accept
18 t hat ?

19 A Yes, which is the exanple provided in the

20 appendi x?

21 Q Yeah.

22 A Yep.

23 Q Now, this is -- these are real screen shots,

24  if you will, fromyour cost estimting software system

25 right?
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1 A Yes.
2 Q Ckay. That's one of the reasons why the
3 docunment itself is confidential, right?
4 A Yes.
5 Q Ckay. So if we -- that docunment canme out in
6 Septenber of '22. This -- these two maps here are dated
7 June of '22, right?
8 A Yes.
9 Q kay. So when | | ook at item nunber six on
10 this -- and | amonly going to be tal king about SeaCoast
11 map -- item nunber six on the SeaCoast map, that
12 corresponds -- does that correspond to an itemthat's in
13 on Exhibit 2157
14 A Is six, you are referring to Tab 2 --
15 Q Yeabh.
16 A -- item nunber six which is on the right-hand
17 map?
18 Q | amon the map, yes. |In the SeaCoast map
19  only.
20 A | don't recognize the name of -- so you are
21 asking if the nanme of that project --
22 Q VWll, | -- let's forget that one for a second.
23 Let's go to Item No. 5.
24 Ckay.
25 Q All right. And we see, if you go to the
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1  Appendi x B docunent, 215.

2 corner, we see that this is -- it

3 file here in your cost estimating software that --

4 A Yes.

5 Q -- generates an estinate.

6 A The project here does it on both.
7 Q Ckay.

8 A Yep.

9 Q And then we go to --

10 A However, | wl|

11 Q Ckay.

12 A -- on that specific one.

13 Q But then we see item nunber

14  SeaCoast nap,

15 right-hand quadrant of that docunment under project.

16 you see that?

17 A Yep.

18 Q Okay. And there is a project in the upper
19 left-hand quadrant under project details. Do you see
20 that? And there are several nentions of SCT, and they

21 are related to that?

22 A Yes, under TECO 3657

23 Q Yes, Sir.

24 A Yes, | see that.

25 Q Ckay. |s that a SeaCoast

In the upper

note that the date is 2020 --

and we see that sane one in the | ower

ri ght - hand

| ooks i ke there is a

four on the

Do

rel ated project?
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1 A | am not sure. | amnot sure.
2 Q Ckay. So at the tine you were devel oping the
3 budget, there were projects being discussed, and there
4 was cost estimating work done related to sone of those
5 projects, correct?
6 A Yes, and as | nentioned before with the
7  business, the gas supply and devel opnent teamto have a
8 variety of projects that are ongoing at any given tine.
9 In sone cases they cone to our group, we give a high
10 | evel estimate, and then it gets shel ved because the
11  custoner is not ready, they were just |ooking for
12 indicative pricing. And so projects will go to sleep
13 and cone back to life over a variety of years sonetines,
14 and so there is -- there are projects, obviously, that
15 have been identified that we have been working on, but
16 they are all in various stages of developnent. And |
17 believe that the allocation that we've nmade in our
18 budgeting to reflect the anmount of tine our team spends
19 on those projects is appropriate with the three areas
20 that we've identified.
21 Q It seemed to nme that your initial answers to
22 e were based on these costs getting noved fromthe test
23 year -- let ne step back and say the test year of
24  SeaCoast allocations out of ECT were devel oped based on
25 '22 nunbers that were grossed up with a gross-up factor,
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1 correct?

2 A Yeah, our nethodol ogy is |ooking at previous

3 years --

4 Q Ri ght .

5 A -- and then there is an escal ation factor that

6 is applied. So based on the previous year's activities,

7 we would be reflecting those costs on a go-forward basis

8 whether it is activity or not.

9 Q kay. And what | heard you say, and | want to
10 understand for the record, is that if there was not an
11 active project, there was a work order open on, let's
12 say, you wouldn't be shifting costs from Peoples to
13 SeaCoast ?

14 A That's correct, in our allocation nethod.

15 Q Ckay. But what we | ooked at in these

16  docunents here is if there was a project pending, then
17 these guys, the business devel opnent or the business

18 side needed you to do work, you had to have an engi neer
19 avail able do that work, right?

20 A Yes. And our team of -- when you think about
21 the size of our business and of our capital program we
22 have four engineers, and those four engineers would

23 typically work on these types of projects, and so we

24 staff our very small foundation and then nmaster service
25 agreenents with a variety of engineering firnms who have
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1 various specials, but they are also in place to help us
2 manage t he workl oad.

3 And so when we have requirenents to provide

4 nore engineering services than those four, we would go
5 to contractors to help us do that. Now, in our enployee
6 plan, we plan to bring that fromfour to five, because
7 that foundation and that growth that we see, and have

8 continued to see, has been -- has escal ated, and we feel
9 confortable that that foundation can be grown by one

10 nore, which will reduce the reliance in having to go to
11 those four third parties to manage the workload as it

12 | ncr eases.

13 Q But you don't use the contract services to do
14 this prelimnary high | evel estimation work?

15 A Not high level. But when we get to nore

16 detailed engineering, we wll certainly rely on those
17  experts.

18 Q Right. Do you know if SeaCoast could

19 potentially be involved in any RNG projects in the

20 future?

21 A Not that | am aware of.

22 Q kay. So if | go back and | ook on this map on

23 page nine of Exhibit 174 -- 175, Tab 2.

24 A | closed it too early.
25 Q | apol ogize. | should have just taken you,
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1 not to that, but the one-pager, Appendi x B, or Exhibit
2 215.

3 Do you see in the | ower right-hand quadrant
4 halfway down there is an RNG reference?

5 A Yes. The one that's archived, so | was not

6 aware of that one so it may have been ol der.

7 Q kay. But it's a SeaCoast potential project,
8 right?

9 A That's what this says, yes.

10 Q Okay. Do you know if there has been sone

11 sorts of change about that kind of stuff is never going

12  to be pursued?

13 A | am not awar e.

14 Q Ckay.

15 MR, REHW NKEL: Al right. Let's go, if we
16 can, | think on the very final stages of questions
17 here, if we could go to Exhibit OPC 28, | think |
18 need a -- 216, M. Chairman?

19 CHAI RMAN FAY: Okay. W will mark that 216.
20 (Wher eupon, Exhibit No. 216 was marked for

21 identification.)

22 CHAI RVAN FAY: M. Rehw nkel, | amjust going

23 to put ny 215 on top of all the other confidenti al

24 here so when we submt it back --

25 MR, REHW NKEL: Ckay. | think there is a
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1 pocket that you can tuck it into there.

2 CHAI RVAN FAY: kay.

3 MR, REHW NKEL: Oh, you don't have a bi nder.

4 CHAI RVAN FAY:  Yeah.

5 MR. REHW NKEL: Yeah.

6 CHAI RVAN FAY: | will just put it on the front
7 and then make sure they all go back.

8 BY MR REHW NKEL:

9 Q kay. Do you have -- so this is Late Filed
10 Exhibits 14 and 15 from June 1, 2023, Richard

11 deposition. And | think of you gave ne a deposition
12 exhibit that just said that the SeaCoast budget hadn't

13 been done at the tine of your deposition?

14 A That's correct.

15 Q Has it been done now, to your know edge?

16 A | am not awar e.

17 Q Ckay. On the Bates 3, this is what | want to

18 talk you to about. This -- would you agree that this
19 shows sort of the costs that woul d have ended up being
20 shifted from Peoples to SeaCoast in the test year, from

21  your organi zation?

22 A Yes.
23 Q Ckay. And what we see here is direct charge
24 |l abor to SeaCoast, and | just want to |look really at the

25 engineering arena. There are $76,000 of engi neering
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1 t hat says, SeaCoast capital, that were escalated to a
2 total of 84,168, is it that right?

3 A Direct charge. Yes.

4 Q Ckay. And then in the allocated costs

5 segnent, these are allocated based on a factor, it | ooks
6 Jlike a 4.8 percent, do you see that?

7 A | do.

8 Q kay. And these have two -- well, it says,

9 engineering, and out of a pot of 623,347,000, you

10 al l ocate 29,921, that grows to 31,415 in the test year,
11 is that right?

12 A Yes.

13 Q kay. So in the test year, it |ooks |like

14 thereis alittle over -- there is about $115, 000 of

15 engineering costs shifted away from Peoples ECT to

16  SeaCoast; is that right?

17 A That's correct. And | nention we have a team
18 of four engineers, we have a team of four project

19 managers. The engineers go through the estimating
20 process, so it's a portion of their tinme. And the
21  project managers, if there were to be a project, would
22 Dbe responsible to manage the project, and they woul d
23 direct charge, if that is what the case.
24 Q Ckay. So would you agree with ne that that
25 $115,000 represents less than the fully | oaded costs of
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1 an Engineer |?

2 A | amnot famliar with the fully | oaded costs
3 of an Engineer |I.

4 Q Ckay. Are you famliar with what the salary

5 of an Engineer [?

6 A No.

7 Q kay. |Is that sonething you --

8 A Bal | par k?

9 Q Wll, | can do this, which is | have an

10 exhibit at Tab 13, you should be able to access it.

11 MR. REHW NKEL: This would need an exhibit,
12 M. Chairman. No. 217, and it says Sel ected ECT
13 Enpl oyee Conpensati on.

14 CHAI RVAN FAY: Yeah, we will mark that 217.
15 (Wher eupon, Exhibit No. 217 was marked for

16 identification.)

17 BY MR, REHW NKEL.:

18 Q Ckay. | amgoing to ask you to go past tab --
19 | nmean, OPC 1 for a second, and |let nme explain what |

20 have done here, but before | explain that. You

21 nmentioned a team of four engineers. Are there engineers
22  who work for Peoples who are not in ECT?

23 A Are you asking if there is people within with
24  engineering designations who are not in my group?

25 Q Yes.
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1 A It's possible.

2 Q Ckay. Well, what | have done is the conpany
3 provided us in discovery Interrogatory 27, and it had

4 ever enployee's job title, there base pay and any

5 incentive conpensation on it. Wat | didis I, except

6 for two people | think in M. Rutkin's area that | am

7 not going to ask you about, | went, and anybody who had
8 engineering, | did not redact their informtion.

9 A Ckay.

10 Q So every -- everything else is redacted. This
11 is an extrenely sensitive docunent. And even though I

12 have just a handful of people on here, that's extensive,
13 so | just want to ask you about these people here.

14 A Under st ood.

15 Q So | am | ooking at Enployee 10, and | think I

16 can say the nane of the job title?

17 A You can.

18 Q So Construction Project Manager |1, PGS

19 Engineering, is that under your group?

20 A Yes.

21 Q kay. And then the stuff to the right is just
22 pay. Construction Inspector, is that under your group?
23 A Yes.

24 Q And then No. 33, Senior Manager Transm ssion

25 Engi neer, probably engi neering and construction, is that
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1 wthin your group?
2 A Yes. And when you say ny group --
3 Q ECT.
4 A -- you recognize there is a high volune side
5 of ny group, which, for exanple, Construction |Inspector
6 would likely be in, so it would not -- conpletely
7 separate side of the business, would not touch SeaCoast.
8 But Senior Manager of Engi neering and Construction, or
9 Transm ssion, Engineering and Construction, transm ssion
10 lines, yes.
11 Q kay. So a construction inspector would be
12 one of those costs that unless you were building a
13 project, you would have no need to do a construction
14  inspection or supervision?
15 A W woul d typically contract that out as part
16 of the construction of the pipeline.
17 Q Ckay.
18 A It's very unique. Transm ssion projects are
19 very different than the distribution system
20 Q kay. So Construction Project Manager |1,
21  that would be sonebody in your shop?
22 A Yes.
23 Q kay. Then item -- or Enpl oyee 48, Senior
24 Manager ENC Technical Services, is that a --
25 A They woul d be in our support team and under
112 W. 5th Avenue, Tallahassee, FL 32303 premier-reporting.com

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



1818

1 that teamwould have G S integrity managenent codes and
2 standards.

3 Q Ckay.

4 A Wi ch they woul d nmai ntain, and we have them

5 referenced on the exhibit that you referred to earlier.
6 So they would not be engaged anynore or any less than if
7 there was a project, because they are providing a

8 support function for all of our operating pipelines.

9 Q Okay. The next page, 156, Director

10  Engi neering and Techni cal Services.

11 A That is the person who is ultinately

12 responsible for the function that | just described.
13 Q Ckay. So woul d that touch SeaCoast ?

14 A Indirectly. As | nentioned, we have a

15 charge-out fromour integrity managenent group codes and
16 standards how we built the assets, so it's regardl ess of
17 whether or not there is a construction project, they are
18 doing that on behalf of all of our pipelines.

19 Q Al right. 218 is Engi neer or Senior

20 Engineer, is that sonebody who would be in your

21  engineering group?

22 A They could be either in the technical services
23 side or on the engineering estimating side or the

24  project managenent side.

25 Q Okay. So engineering estimate side, those are
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1 the four people we have been tal ki ng about ?
2 A Yes.
3 Q So they would only -- how nmany seni or
4  engineers do you have there?
5 A We have four total. | amnot sure which
6 designation they have.
7 Q Al right.
8 A But they typically are professional engineers.
9 Q kay. 294 is an Engineer 1117
10 A Yes.
11 Q That's sonebody who could be --
12 A Coul d be.
13 Q Ckay. (Gas design project --
14 A That's on the --
15 Q -- distribution?
16 A -- distribution.
17 Q Ckay. And then you have Engineer Il and
18 Engi neer | below that, could be?
19 A Coul d be.
20 Q Okay. And then on the next page, we have
21  Engineer Il, Engineer |, Engineer -- Senior Engi neer?
22 A Yeah. Total, we have 150, a little over 150
23 people in ny group.
24 Q Yes.
25 A And engineers in all corners of that group.
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1 Q kay. So | thought that was the |ast one,
2 maybe not.
3 A | have got 103 of themin the operations side,
4 which is nostly on the distribution.
5 Q Ckay.
6 A So there is, again, the four and the four
7 typically engineers.
8 Q So -- | think ny last page is the one | wanted
9 to ask you about.
10 Let's go to Bates 8, the very | ast page,
11 Enpl oyee No. 650, Director Engineering, Planning and
12 Construction?
13 A Yes.
14 Q | s that sonebody who would be involved in --
15 A Yeah, so he is responsible for the
16 construction of all of our assets --
17 Q Ckay.
18 A -- whether they are distribution assets or
19 transm ssion assets. And under transm ssion, whether
20 they are Peoples Gas or SeaCoast.
21 Q kay. And his tinme would be the kind of tine
22 that you would expect only to get charged if what is a
23 project?
24 A Yeah, | believe he is covered under one of the
25 cost centers that you have distributed in your handout.
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1 Q Al right. So he -- this person's tinme woul d
2 not get charged through to a cost estimating kind of a

3 task, right?

4 A Hi s cost would be covered under the Mdified

5 Massachusetts Method. He has an oversight role --

6 Q Ckay.

7 A -- but he would not be hands-on doing

8 estimates for pipeline projects.

9 Q Okay. Al right. | appreciate your patience
10 in walking through this with nme and your answers. As

11  always, M. Richard. Thank you very nuch.

12 MR. REHW NKEL: Those are all the questions |
13 have.

14 CHAI RVAN FAY: Okay. All right.

15 Conmm ssioners, let's clean up for tonorrow. W are
16 going to cone back to M. Myle for cross,

17 obvi ously, tonorrow, but legal, is there anything
18 that you have before we adjourn for the night?

19 MR, THOMPSON: Not tonight.

20 CHAI RMAN FAY: Okay. And Comm ssioner Cark
21 had nmenti oned we should be here at 5:00 a.m, but |
22 t hought maybe 9:00 a.m would work for everyone,

23 and then we woul d, depending on M. Myle's

24 situation, either take up and finish you, M.

25 Ri chard tonorrow norning. Depending on what he is
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1 dealing with we, mght have to adapt a little bit
2 on the tineline, but you will be here tonorrow, so
3 we w |l adapt accordingly to take up, and then we
4 wi |l take you Ms. Parsons.

5 Is there is anything else for the parties

6 bef ore we adj ourn?

7 Al right. W wll see you in the norning.
8 (Transcript continues in sequence in Vol une
9 10.)
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