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PROCEEDI NGS

CHAI RVAN LA RCSA: Al right. Let's nove to

[temNo. 8 | will give alittle bit of tine,
obvi ously, as fol ks get reorgani zed here. | wll
give it a few nore seconds. | am seeing sonething

getting passed around, so | amassumng this is
sonet hi ng we shoul d probably take a | ook at. This
is new, right?

Al right. Let's go ahead and start fromthe
top. M. Ward, you are recogni zed for a sunmary.
MR. WARD: Good norni ng, Commi ssioners.

Cakl ey Ward with the Division of Econom cs.

Iltem8 is a petition by Peoples Gas System
Inc., for approval of nodifications to its cast
i ron/ bare steel pipe replacenent rider.
Specifically Peoples is petitioning to expand the
definition of eligible projects under the rider,
and renane it to the safety of facilities and
i nfrastructure replacenent rider, also known as
SAFI R,

Staff recommends approval of the petition in
part. Specifically, staff reconmmends approval of
the rider expansion to include, one, nmaxinmm
al | onabl e operati ng pressure reconfirmati on and

material verification. Two, pipeline spans and
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1 shal | ow exposed pipe. And, three, the relocation
2 of facilities and rear easenents.

3 These conponents are either reasonable

4 additions that are required by recent changes to

5 the United States Pipeline and Hazardous Materials
6 Adm ni stration regulations, or are consistent with
7 approved itens and previous Comm ssion orders.

8 Staff recommends denying the inclusion of,

9 one, pipeline pressurization nonitoring and

10 managenent. Two, pipeline damages and | eaks.

11 Three, pipeline within casings. Four, undetectable
12 facilities. And, five, system enhancenent

13 proj ects.

14 These conponents are not required by PHVSBA

15 regul ati ons where they are a part of the utility's
16 norm operations and, therefore, nore appropriately
17 addressed through traditional ratenmaking processes.
18 Staff additionally notes that there is a

19 scrivener's error on page eight of the

20 recommendati on. The dollar anobunt in the sentence
21 above Table 1-1 should read: 343.8 mllion instead
22 of 342.8 mllion.

23 Peopl es and OPC are here to address the

24 Commi ssion, and staff is available to answer

25 guesti ons.
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1 CHAI RMAN LA RCSA: Thank you, M. Ward. |Is

2 that what the handout is, or should | just go to

3 the -- is that what the handout is, is the

4 scrivener's error or no? It doesn't look like it.
5 MR, SANDY: No, it is not, M. Chair. That is
6 fromthe utility. They have proposed a | anguage

7 change in the recommendati on, which I wll allow

8 themto address. They have consulted with staff,

9 and we don't have any issues with the |anguage

10 change.

11 CHAI RMAN LA RCSA: Geat. Let's go to

12 Peopl es.

13 Peopl es, you are recogni zed.

14 M5. PONDER: Good norning, M. Chairman and

15 Conmm ssioners. Virginia Ponder with the Ausley Law
16 Firmon behal f of Peoples Gas. | amhere wth Luke
17 Buzard, Vice-President of Regul atory and Exter nal
18 Affairs with Peoples.

19 Thank you for the opportunity to address you
20 on this item the cast iron/bare steel rider has

21 been an efficient and effective neans of addressing
22 critical safety issues in an accel erated nanner,

23 whet her the activities are specifically required by
24 a rule or not.

25 As M. Sandy nentioned, the conpany does have
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a small change it proposes in the recomrendati on.
This would allow -- the change would all ow t he
conpany discretion to -- in the timng of filing
its petition to seek approval for the

i npl enentation of the surcharge for those projects
that started in 2025. The specific |anguage change
has been passed around.

On page nine, again, the |anguage, a separate
petition to be filed with the Comm ssion just gives
the conmpany discretion in filing that at the tine
of its annual filing in Septenber, or earlier if
needed. And in addition to that, sim/lar changes
woul d need to be made where the recomendati on
references January 14, 2026, or 2026.

So | would just |like to make that oral
nodi fication on the record. And, again, staff does
agree, or is not opposed, rather, to these changes.

CHAI RMAN LA ROSA:  Awesone. Thank you. |
w Il come back to staff on this.

M. Rehw nkel, Ofice of Public Counsel, you
are recogni zed, sir.

MR, REHW NKEL: Thank you, M. Chairnman and
Comm ssioners. M nane is Charles Rehwi nkel. | am
with the Ofice of Public Counsel. | am here on

behal f of the custoners of Peoples Gas.
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1 | am here on behalf of Public Counsel to speak
2 | argely in opposition to the petition, even as

3 nodi fied by the staff's recomrendati on, but | want
4 to start there, though, and thank the staff for the
5 anal ysis that they applied in support of their

6 recomendat i on.

7 The OPC cannot support the position -- the

8 petition because it seeks the creation of a new

9 rider in the guise of extending an existing highly
10 limted scope rider designed to recover the cost of
11 safely replacing two highly specific types of

12 natural gas distribution nmains for a discrete

13 period in response to unusual urgent circunstances.
14 The current petition was filed a little over
15 30 days after the effective date of Section 366. 99,
16 Florida Statutes. That |law created a rider to

17 recover the costs, including capital costs, of

18 governnent nmandated relocation of facilities. This
19 is significant.

20 In PGS's 2008 rate case, decided in 2009, that
21 very sane relocation rider was deni ed approval by
22 this conm ssion al ongside a second facility's

23 extension rider. The Public Counsel filed a brief
24 strongly objecting to the agency's creation of

25 these riders. Qur position then and nowis
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faithfully represented in the 2009 order.
Comm ssioners, | provided that order and sone ot her
materials to staff counsel yesterday by enmail.

The Comm ssion denied both riders and invited
the conmpany to file limted base rate proceedings
or to seek legislation to achieve the ends they
sought in these riders. 15 years later, the
Legi sl ature has granted one of the w shes, while
sendi ng a strong nessage that the creation of
riders for recovery of capital costs is uniquely
the prerogative of the Legislature.

In 2012, as the petition correctly notes, the
current CIBSR rider was created under sone very
specific circunstances -- | lost ny cursor.
Peopl es Gas cane to the OPC at that tinme and sought
our support, or at |east non-opposition for their
proposal to neet a sonewhat urgent need to rapidly
repl ace agi ng and corroded cast iron and base --
and bare steel pipes in the wake of a horrific
fatal accident killing eight people in San Bruno,
California in Septenber 2010, and other incidents
in Allentown, Pennsylvania and Perry, Florida, and
on the heels of sonme strong directives from PHVGA
to replace these pi pes ASAP.

They at the agenda approving this rider, and a
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very simlar one for FPUC/ Chesapeake called GRIP,
the Public Counsel put aside its objections
expressed three years earlier and expressly
commtted to not challenge the tariff if --
containing the rider if it was [imted to very
specific circunstances. And | have included the
2012 transcript in what | sent staff and the
conpany yest erday.

There, we stated on page four of that
transcript, the Public Counsel's office took the
position that the creation of these nechanisns in
that 2008 case was nore properly in the real m of
the Legislature. W take a cautious approach to
whet her the Conm ssion should be creating cl auses
or trackers or riders of this sort. So we state
our objection to that.

| will say to you, though, that to the extent
that | anguage in your order addressing this issue,
the PAA order sufficiently walls off this type of
program and keeps it from becom ng a precedent that
grows w thout control, you would mnimze or
di m ni sh our reasons for asking for a hearing on
this item So | would just state that up front.

| am not here to unequivocally state

opposition to this program | think there are a
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| ot of safety benefits and potentially sone

| ong-term custoner benefits to what the conpany
proposals proposes. It's really nore the nechani sm
that is being it proposed.

And on page five of that very transportation
discrimnate, we also said these remarks apply to
t he FPUC/ Chesapeake CGRIP order, which was virtually
identical in seeking to replace cast iron/bare
steel pipes for the sane reasons on the sane basis
as were proposed in the PGS order item which went
first.

In your order that day approving the PGS cast
iron/bare steel and the FPUC/ Chesapeake GRI P
riders, in your conclusion, you said that it is
clear to us that we have the authority under our
broad ratemaki ng powers found in Sections 364.0 --
366. 04, 366.05 and 366.06, Florida Statutes, to
establish this type of surcharge to recover a
di screte set of costs incurred in response to
unusual urgent circunstances.

And you went on later in that concl usion
section to cite to storm surcharge -- surcharges
that were tine delimted two and three years of
recovery com ng out of the 2004-2005 hurricanes.

And this language in this order is identical in the
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GRI P order.

The Public Counsel submts to you today that
t hat | anguage was created specifically in response
to the OPC s concerns. And we did not ask for a
hearing. W did not challenge that tariff. In
2016, the Public Counsel and Peopl es Gas negoti at ed
a conprehensi ve earni ngs depreciation manufactured
gas cl eanup RCE range nodification and four-year
stay-out agreenent that included a nodification to
this rider to include what we dubbed problematic
plastic pipe in the eligible replacenent costs
al l oned for recovery.

This pipe was a highly specific type and
nostly conprised of a specific brand of DuPont pipe
called Aldyl A | think | probably m spronounced
it, Aldyl A, A-L-DY-L, A manufactured during a
limted period. The pipe and related simlar
conponents were thought to have been the product of
a manufacturing defect subject to enbrittlenent and
cracki ng, and were the subject of two PHVSA
advi sory bul |l etins.

The inclusion of this pipe was closely related
to the original purpose of the rider, and was
described in the tariff as materials recognized,

slash, identified by the Pipeline Safety and
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1 Hazar dous Materials Safety Adm nistration as being
2 obsol ete and that present a potential safety threat
3 to operation -- operations and the general public,
4 i ncl udi ng specific polyethylene plastic naterials.
5 We submitted that order in our email to staff for
6 your consi derati on.

7 By a negoti ated and approved agreenent that

8 provi ded value for all sides, the rider was

9 narromy nodified in a manner consistent with the
10 original scope and tine, with an additional tinme to
11 recover the PPP after -- problematic plastic pipe
12 -- after the CI/BS was nostly recovered -- cast

13 I ron/ bare steel.

14 The petition before you today breaks the nold
15 of this tightly constrai ned cost recovery

16 mechani sm This breakage is nost evident in the
17 petition at paragraph three. There, the conpany
18 treats the rider nore as a generic nmechani sm upon
19 which to tack on a snorgasbord of costs that

20 ostensi bly appear to have been peal ed out of the
21 base rates and added a la carte to the rider with
22 little or no relationship to the narrow, quote,

23 unusual and urgent purpose of the original rider.
24 And therein |ies the gravanen of the Public

25 Counsel ' s concern.
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1 Now, your staff nostly identified what we

2 beli eve were the overreaches in the petition. The
3 conpany worked with them and w t hdrew sone of those
4 things. But when they went through this and | ooked
5 at busi ness as usual versus safety that they

6 t hought was within the scope of the rider, they

7 came down to three itens that are before you today.
8 Now, the Public Counsel objects in principle

9 to the remaining three itens, but we believe there
10 is a possibility of conpronmi se on at |east one item
11 related to the Iimted access to backyard

12 easenments, or rear | ot easenents as descri bed,

13 which are very simlar, if not identical, to the

14 SAFE program that was approved back in the sane

15 timefrane for Florida Cty Gas.

16 The remaining two itens we have significant

17 concerns with, and we believe that a hearing would
18 be required if they are included in the tariff in
19 this matter.

20 As you know, Peoples Gas conpleted a rate case
21 in 2023 for new rates effective in 2024. And they
22 have also filed a test year letter for a rate case
23 to be filed in March of this year. This wll then
24 be their third rate case filed within five years.
25 And | nention this because it is curious to us that
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tightly sandw ched between a 2024 test year from
the last case and a 2026 proposed test year,
Peopl es seeks to carve out costs, or the type of
costs that would otherw se be recovered in base
rates.

There are no base rate reductions proposed in
this matter. There is no nention in the petition
of these costs being renoved from base rates |ike
there is in their annual filings that they nake in
the cast iron/bare steel rider process.

Staff did ask sone questions in dataset two,
nunber seven, and dataset three, nunbers three and
four. And aside froma representation of no double
recovery, there is no denonstration how the
forward-1 ooking costs were not contenpl ated for
recovery through the base rate process, or not
still included or not renobved.

In the recent rate case, the PGS capital
budget was highly scrutinized, as you may renenber,
and the MACP concept was nmentioned in the testinony
of Wtness Richard related to the JAX project.

This raises a concern to us that the revenues
given to the conpany were intended to cover these
types of activities, given that the PHVSA

regul ati ons becane effective in March of 2023,
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after the case was filed. So clearly, they would
have contenpl ated t hese PHVSA MACP requirenents
that weren't a requirenent when they filed their
case, when they did their budget, when they

devel oped their capital costs.

The cite -- and | want to say -- | have to
take issue with staff's recomendation. The
citation in the rec at footnote eight, which is the
begi nning of page three, continuing onto page four,
relative to the MAOP reconfirmation and materials
verification elenment of their request says: This
Is consistent -- at the very bottoned of the
page -- this is consistent with a prior Conmm ssion
deci si on approving activities needed to conply with
PHVSA regul ations. And then they cite the GRIP
order, not the PGS order, for that proposition.

This is a serious concern to us because, first
of all, neither the GRIP order nor the PGS order
establ i shed sone sort of concept that if there is a
PHVSA regul ati on, you can cone in, take those costs
and put themin a rider. That's not what these
orders say. These are about a serious urgent
matter of safety relative to defective, corroded
facilities, not just because PHVSA said you got do

sonet hi ng.
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And in any event, why would you go to a GRIP
order that was issued the sane day and not | ook at
t he | anguage of the PGS order? That doesn't nake
sense to us, and we don't think that that's
precedent for you to take this action.

So the other -- there is another itemcalled
ot her problematic pipeline. And that's the various
facilities that are exposed across wat erways or
other transient nedia. W think that's m sl eadi ng.
The word problematic was used in the 2016
settlenent for the PPP problenmatic plastic type.
That was a termwe coined to avoid potentially
calling the pipe defective for |egal reasons. W
called it problematic because is it was. But
that's not a word that can be then adopted to cal
-- used for sone other category to bootstrap it
into this tariff. So we object to that.

And so there is nothing problenmatic or
defective about the facilities they seek to change
there. They are not -- in fact, this Aldyl A it
was the subject of lawsuits. |It's linked to seven
deaths at a chocol ate factory in Pennsylvania, and
explosions in Cupertino, California in 2011. The
chocol ate factory was in 2023. There was a bil

filed in 2024 to take that stuff out ASAP.
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So the PPP is a real and existing problem
This other stuff is not the sanme thing, so we think
it's outside the real mof why the Conmm ssion
created this rider in the first place.

We think -- and to summarize. G ven the
possi bl e overlap of these itens with the rate case,
the lack of conpatibility with the original rider
and the lack of |egislative authorization in the
wake of 366.99, that this petition should be
deni ed.

Since the rear | ot issue has been adopted in
t he SAFE order, we would not seek a hearing if you
limted this petition to just that, based on the
fact you have created that solid precedent.

O herwi se, we think this ought to be rolled into
the rate case, and we can | ook at whether these
costs are in base rates or not, and if they have
been properly taken out, if you are still going to
try to take themout and put this out. Absent
[imtation to the rear | ot easenent issue, we would
ask for a hearing on this.

Thank you.

CHAI RMAN LA ROSA: Thank you. That's a |ot of
I nformati on.

And | have to go back to staff, because |
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under stand sone of the elenents that you are
pointing out. | don't know that | necessarily
agree with how sone of them are franed, you know,
in all fairness.

Let ne go back to staff for a little bit of
direction on the coments nmade, and how that was --
how t his has been franmed out, and how this
obviously alters, which it significantly alters
what' s been recommended before us.

MR, SANDY: M. Chair, what | would say is,
obvi ously M. Rehw nkel has presented quite a few
obj ections regarding the recommendati on howit's
witten. Staff is certainly mndful regarding the
I ssue of scope creep, which | think is the one of
the maj or issues OPC has with this reconmendati on.

| think our concern with scope creep of this
rider is reflected in the rec insofar as we did not
accept, on face value, the application it is was
witten. There was quite a |lot of analysis that
what performed, and there are asks that the utility
made that staff has not reconmended included in
this rider that should be left for a ratenmaking
pr ocess.

Utimately, staff stands by its rec as

witten. | would say, though, | think we would be
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1 interested in getting a response that the utility

2 woul d have regardi ng what M. Rehw nkel has

3 pr oposed.

4 CHAI RVAN LA RCSA: Thank you. And | woul d say
5 this, is that I think staff did a good job of

6 breaking this down and prioritizing safety in this.
7 And | know there is sone | egal questions, which I

8 think we will flush out here in a few seconds, |

9 t hi nk.

10 Let's go to -- let's to go the conpany, and

11 then | will -- and then | will cone back to us, and
12 then | have got sone further questions, but go

13 ahead.

14 M5. PONDER: Ckay. Thank you, M. Chairman.
15 Yes, the conpany thinks that the three

16 activities approved in the staff recommendation are
17 appropriate for a long-termcost recovery nechani sm
18 as set out in the recommendati on.

19 Additionally, we read the GRIP order to

20 appropriately cite a PHVSA regul ation related to

21 what was at issue in their petition.

22 | think lastly, | would just say it is -- the
23 obj ections raised are a bit confusing in |ight of
24 OPC s -- the settlenent with PGS in 2020, which did
25 I ncorporate the cast iron/bare steel rider, and
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1 al so acknow edged that the conpany could conme back
2 in -- | apologize, | don't have the |anguage in

3 properties front of me, but essentially

4 acknow edged that the conpany could cone back in

5 for activities on such a scale for safety,

6 accel erated recovery. And, excuse nme, M. Buzard,
7 do you have additional coments?

8 MR, BUZARD: Yes, thank you. | am Luke

9 Buzard. | amthe Vice-President of Regulatory and
10 External Affairs for Peoples Gas.

11 Firstly, | just want to coments on the

12 staff's analysis. You know, sone of the coments
13 being said, | think the staff did an excellent job
14 and did a nunber of discovery requests, and we even
15 hel d a conversation around the el enents of what was
16 filed in the docket. So there has been significant
17 analysis. | do believe that there is control

18 around what we are asking for in our petition. And
19 | believe the staff did their job in sorting

20 t hrough the things that we asked for.

21 | can say, as a former |eader, and a continued
22 | eader of our safety program at Peoples Gas, safety
23 IS our priority. So our interest in this docket is
24 focused directly on the safety of our system and

25 prioritizing the investnents that we need to nake
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for safety. And so the Comm ssion has been
supportive in the past around hel pi ng support those
initiatives and those efforts, and that was the
driving force behind why we filed it.

Under standi ng the safety of our systemis
driven by APl 1173, which is the pipeline safety
managenent system That systemis intended on
constantly | ooking at risks to your system and
maki ng sure that we are doing things in investing
in our systemto protect the public and our
customers. And so the asks within this filing are
specific and directed by our pipeline safety
managenent system and | appreciate, again, the
staff's anal ysis.

CHAI RVAN LA ROSA:  Conmi ssi oners?

Conmi ssi oner Clark, you are recognized.

COW SSI ONER CLARK: Just a coupl e of
questions. | legalize this was a PAA, but | guess
my question goes to our legal staff. M. Rehw nkel
has requested a hearing. Wat is our obligation in
regard to --

M5. HELTON: He hasn't requested a hearing. |
amsorry, M. Sandy, | didn't nean to -- this is a
proposed -- this will be a proposed agency action

order. So when the order is issued, anyone who is
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substantially affected and OPC ny may request a
hearing within a 21-day w ndow.

So I think M. Rehw nkel is just foreshadow ng
that if you approve staff's reconmmendation, it's
OPC s intention to request a hearing on at |east
two of the prograns that staff is recomendi ng be
approved.

COMM SSI ONER CLARK:  |I'msorry. | thought |
heard you say you were requesting a hearing. That
was not -- okay, ny apologies. | msunderstood
the -- that's kind of why | was asking. It is a
PAA. So we are going to end up, | assune at sone
point in a hearing with this anyway.

What is the rationale to not defer this for 30
days? | notice there are no tineline constraints
according to the recommendati on that we have, is
there any issue with a 30-day deferral ?

Sonme of this informationis -- | wll be
honest with you, sone of this has caught ne a
little offguard. | did not anticipate that nuch
di scussion in this regard to this item So | would
like a little time to dig sone nore information
out. M. Ponder is junping up and down.

CHAI RVAN LA RCSA:  Yeah, let's go to the

utility.
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M5. PONDER: | would just note that our
petition was filed in July, and | understand busy
schedul es, but it has been, you know, a
considerable length of tinme that the conpany has
been waiting for consideration, respectfully.

CHAl RVAN LA ROSA:  Under st ood.

| don't disagree with Comm ssioner Clark. |
kind of feel |like there is a lot here to digest,
and | heard a lot of things that | either had not
heard or wasn't in ny thought for consideration.

Commi ssi oners, any other thoughts or
guestions? | know we have -- we are not close to a
deci sion, but any other thoughts or questions?

Conm ssi oner Passi dono Smith.

COMM SSI ONER PASSIDOMO SMTH: | think -- | am
not opposed to a delay. | understand the conpany's
concerns about filing it so | ong ago, but giving us
a bit nore tine.

My only conment is really just to conmend
staff. | think you guys did a great job of being
able to -- | renmenber when we were going -- sone of
these activities, you know, and being presented
with themin the past, and saying that, you know,
whet her or not it's a PHVSA requirenent, but

actually digging in of where in the process, you
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1 know, whether it's been just a noticed rul emaki ng

2 by PHVBA or whether it's actually been inplenented.
3 | amglad that you did the | egal research to see

4 where in the pipeline those regulations were, and

5 whet her they were actually a requirenent.

6 Sol think I am-- | amnore than confortable
7 with, you know, with this if we need a deferral,

8 but | also thought that staff did a really great

9 j ob of analyzing and breaki ng out which activities
10 would fall into this tariff and which would not, so
11 that's all. Yeah.

12 CHAI RVAN LA RCSA: No, that's fair.

13 Any ot her Conm ssi oners?

14 Comm ssi oner Fay, you are recogni zed.

15 COMWM SSI ONER FAY:  Thank you, M. Chair nman.

16 It's a strange posture to be in, obviously,

17 froma PAA perspective, and M. Rehw nkel stated

18 his position here. | think for purposes of what

19 the Commi ssion is doing, and we nove forward with
20 what the Conmm ssion believes we should do, and then
21 it's the decision of the parties what they want to
22 do after that based on their right to go to a

23 heari ng.

24 | wll say that when | reviewed this, | agreed
25 wi th Conm ssioner Passidono. | do think that staff
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did a good job of finding things that maybe were
extendi ng beyond this normal rider process. |
think there are sone fair questions raised by OPC
about the distinctions of this nmechani sm bei ng used
as opposed to in a rate base. | felt this maxi num
al l owabl e operating pressure, it looks like this is
a rule set by PHVSA, it has a tineline that goes
all the way out to 2028 and then 2035. It seens

| i ke something that | thought nmaybe woul d be nore
likely seen in a rate case, but | recognize that
there is a difference of opinion on that.

And so nmaybe we take forward with what the
recommendation is with us today, M. Chairmn, and
then it will be on the parties to nmake a deci sion
as to what they want to do going forward. |
just -- if | could ask one question of |egal.

There is no preenptive adjustnent that the
Conm ssi on can nmake based on M. Rehw nkel's
comments. | nean, when we have PAAs, the idea that
there is no opposition -- there is likely no
opposition, it's the Comm ssion's deci sion

typically, correct?

M5. HELTON: | amnot sure | -- to ne, you
have -- a PAA decision is a decision that you are
maki ng, APA purists call it kind of freeform
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deci si on- maki ng, whi ch you have made wi t hout the
benefit of an evidentiary record, but you nmade it
with the benefit of the research that staff did and
the legal analysis that staff did.

So this is your kind of first foray into
deci si on-maki ng on the petition without the benefit
of a hearing. And so any PAA decision is open to a
request for a hearing. And so here, | think OPCis
just suggesting that if you nmade a different
deci sion than staff is recomendi ng, then perhaps
they woul dn't request a hearing on approval of the
one programthat M. Rehw nkel nentioned, so --

But to me, this is just kind of the APA
operating as it's intended to operate, and a
substantially affected person has the opportunity
to request a hearing and kind of nake the agency
maki ng the decision kind of go through nmake nmaybe a
little bit nore rigorous analysis in getting to a
final decision.

COW SSI ONER FAY: Ckay. And just to clarify,
Ms. Helton. W do have decisions, though, that are
not PAA, so what's the distinction between that?

M5. HELTON: Well, there are quite a few
different types of decisions that the Comm ssion

makes. A final decision is one that has the
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1 benefits of a hearing, or, in sonme instances, it

2 has gi ven an opportunity up front for substantially
3 af fected persons to request a hearing. For

4 instance, in a water certificate case, an original
5 wat er certificate case, if no one requests a

6 hearing at the beginning of the process, then the

7 deci sion that you enter, because you have already

8 -- you have given that opportunity to question the
9 deci sion, that type of decision would be entered as
10 a final order. You enter interimdecisions where
11 it's nore of a procedural type decision, know ng

12 that you are going to reach a point where you w |
13 make a final decision after an evidentiary process.
14 So the bul k of the decisions that the

15 Comm ssion nmakes is PAA that ultimately becone

16 final because no one requests a hearing. That's

17 kind of the beauty of our process. You are able to
18 be efficient in your decision-nmaking by using the
19 PAA process.

20 COMM SSI ONER FAY: And the distinction we have
21 here today is just that the information that's been
22 brought forward today was submtted to staff and

23 parties yesterday, and so in the process that we

24 have, this either normally woul d have been rai sed
25 on the front end or raised on the back end, is that
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fair?

M5. HELTON. Yes, based on ny email traffic, |
didn't -- | don't think this came in until after
the cl ose of business yesterday with respect to the

opi nions that M. Rehw nkel referenced this

afternoon, and that's -- | nean, that's his
prerogative. | nean, he doesn't have to tell us
that. | think it's hel pful when parties do |let us

know t hey have an issue so we can cone prepared and
able to discuss it with you. But this
recommendati on was, | think, subject to the staff's
ri gorous anal ysis and rigorous review of Peoples
petition.

COW SSI ONER FAY:  Yeah, and | just think, M.
Chairman, to comrent, to Comm ssioner Cark's
point, we are taking a lot on this to nake a
decision, to a certain degree, on the fly. Staff
standby their recommendation, and that's, you know,
that's their prerogative. But | do think there has
been sonme questions raised here that are valid.

So with that, M. Chairman, | will send it
back to you.

CHAI RVAN LA ROCSA: G eat.

MR, REHW NKEL: M. Chairnman?

CHAl RMAN LA RCSA:  Yes, sir.
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MR, REHW NKEL: Just as a procedural matter.
I wll be honest with you. | have been | ooki ng at
this as a tariff. Now, | know it says PAA but to
nme, under the file and suspend | aw, you have two
types of opportunities, a tariff filing and a PAA

Now, a tariff filing requires a 60-day review
and then decision, but the conpany waived that. |If
a tariff is approved under the WIson cases, what
happens is the rates go into effect subject to
ref und.

If a PAAis issued with rates involved, there
IS no interimcreated under a PAA. And it's kind
of unusual to approve a tariff in a PAA Dbecause --
| think it should be either a PAA or a tariff,
especially if the conpany wants the rates to go
into effect.

| amnot -- | really hadn't contenplated this
was anything other than a tariff that if you passed
it out, the conpany could put their rates in, and
then we would -- they would be subject to refund --
| say the rates. They could collect costs under
their tariff.

You know, | understand their concern that this
cane to themat the last mnute. | would say we

were not considered a party. W weren't served
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this, even though we had been part of this process
for many years. W had nuch -- heavy workl oad over
this tinme period when this canme about, and | regret
not having reached out earlier. That's a little
bit on ne.

| called M. Sandy yesterday afternoon, and |
called Ms. Ponder. That was the first they had
notice that we were going to do this. So |
apol ogi ze to the Conm ssion about that, but we have

a heavy workl oad throughout the entire part of this

process. So ny apologies there. W are willing
to -- well, I wll stop right there.

CHAI RVAN LA ROSA: | under st and.
Ms. Crawford.

M5. CRAWFORD: Yes, thank you. Jennifer
Crawford for |legal staff.

It's interesting, because | was -- when | was
reading the draft recommendation for this item |
had the sane initial reaction that M. Rehw nke
has, that this is a tariff item And then when I
actually read the itemclosely, and | | ooked at how
we had approved progranms in the past simlar to
this, this is not actually a tariff that the
Commi ssion is being asked to approve at this tine.

The tariff attached to the itemis really just a
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sanple tariff, and they are not requesting that
rates be put into effect. It's nore a proof of
concept of the program and it is consistent with
how we have approved prograns |ike GRI P and SAFE,
and so on, we had the proof the concept first, with
a sanple tariff attached, but it is truly a PAA
Item

CHAI RVAN LA ROSA:  Under st ood.

Commi ssioners, is there any objection if we
give this a 30-day deferral ?

Staff, do | need to do anything to give this a
30-day deferral, other than stating it?

M5. HELTON: | think stating it is sufficient,
M. Chairman.

CHAI RVAN LA RCSA: kay. Thank you.

Let's go ahead and do that. | think that wll
be advantageous to all parties that are affected.

Al right. Seeing there is -- seeing no
further business before us, | amcorrect, there is
not hing el se we have following this neeting. Let's
say, in 15 mnutes, let's -- we will start our
Internal Affairs neeting, which is postponed from
the stornms we had a couple weeks ago. That neeting
wi Il occur, and please correct ne if |I am

incorrect, in our Internal Affairs roomon the
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1 first floor.

2 So if there is nothing else before us, we wll
3 see everybody soon in Internal Affairs. Thank you,
4 this neeting is adjourned.

5 (Agenda item concl uded.)
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 01                   P R O C E E D I N G S

 02            CHAIRMAN LA ROSA:  All right.  Let's move to

 03       Item No. 8.  I will give a little bit of time,

 04       obviously, as folks get reorganized here.  I will

 05       give it a few more seconds.  I am seeing something

 06       getting passed around, so I am assuming this is

 07       something we should probably take a look at.  This

 08       is new, right?

 09            All right.  Let's go ahead and start from the

 10       top.  Mr. Ward, you are recognized for a summary.

 11            MR. WARD:  Good morning, Commissioners.

 12       Oakley Ward with the Division of Economics.

 13            Item 8 is a petition by Peoples Gas System,

 14       Inc., for approval of modifications to its cast

 15       iron/bare steel pipe replacement rider.

 16       Specifically Peoples is petitioning to expand the

 17       definition of eligible projects under the rider,

 18       and rename it to the safety of facilities and

 19       infrastructure replacement rider, also known as

 20       SAFIR.

 21            Staff recommends approval of the petition in

 22       part.  Specifically, staff recommends approval of

 23       the rider expansion to include, one, maximum

 24       allowable operating pressure reconfirmation and

 25       material verification.  Two, pipeline spans and
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 01       shallow/exposed pipe.  And, three, the relocation

 02       of facilities and rear easements.

 03            These components are either reasonable

 04       additions that are required by recent changes to

 05       the United States Pipeline and Hazardous Materials

 06       Administration regulations, or are consistent with

 07       approved items and previous Commission orders.

 08            Staff recommends denying the inclusion of,

 09       one, pipeline pressurization monitoring and

 10       management.  Two, pipeline damages and leaks.

 11       Three, pipeline within casings.  Four, undetectable

 12       facilities.  And, five, system enhancement

 13       projects.

 14            These components are not required by PHMSA

 15       regulations where they are a part of the utility's

 16       norm operations and, therefore, more appropriately

 17       addressed through traditional ratemaking processes.

 18            Staff additionally notes that there is a

 19       scrivener's error on page eight of the

 20       recommendation.  The dollar amount in the sentence

 21       above Table 1-1 should read:  343.8 million instead

 22       of 342.8 million.

 23            Peoples and OPC are here to address the

 24       Commission, and staff is available to answer

 25       questions.
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 01            CHAIRMAN LA ROSA:  Thank you, Mr. Ward.  Is

 02       that what the handout is, or should I just go to

 03       the -- is that what the handout is, is the

 04       scrivener's error or no?  It doesn't look like it.

 05            MR. SANDY:  No, it is not, Mr. Chair.  That is

 06       from the utility.  They have proposed a language

 07       change in the recommendation, which I will allow

 08       them to address.  They have consulted with staff,

 09       and we don't have any issues with the language

 10       change.

 11            CHAIRMAN LA ROSA:  Great.  Let's go to

 12       Peoples.

 13            Peoples, you are recognized.

 14            MS. PONDER:  Good morning, Mr. Chairman and

 15       Commissioners.  Virginia Ponder with the Ausley Law

 16       Firm on behalf of Peoples Gas.  I am here with Luke

 17       Buzard, Vice-President of Regulatory and External

 18       Affairs with Peoples.

 19            Thank you for the opportunity to address you

 20       on this item, the cast iron/bare steel rider has

 21       been an efficient and effective means of addressing

 22       critical safety issues in an accelerated manner,

 23       whether the activities are specifically required by

 24       a rule or not.

 25            As Mr. Sandy mentioned, the company does have
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 01       a small change it proposes in the recommendation.

 02       This would allow -- the change would allow the

 03       company discretion to -- in the timing of filing

 04       its petition to seek approval for the

 05       implementation of the surcharge for those projects

 06       that started in 2025.  The specific language change

 07       has been passed around.

 08            On page nine, again, the language, a separate

 09       petition to be filed with the Commission just gives

 10       the company discretion in filing that at the time

 11       of its annual filing in September, or earlier if

 12       needed.  And in addition to that, similar changes

 13       would need to be made where the recommendation

 14       references January 14, 2026, or 2026.

 15            So I would just like to make that oral

 16       modification on the record.  And, again, staff does

 17       agree, or is not opposed, rather, to these changes.

 18            CHAIRMAN LA ROSA:  Awesome.  Thank you.  I

 19       will come back to staff on this.

 20            Mr. Rehwinkel, Office of Public Counsel, you

 21       are recognized, sir.

 22            MR. REHWINKEL:  Thank you, Mr. Chairman and

 23       Commissioners.  My name is Charles Rehwinkel.  I am

 24       with the Office of Public Counsel.  I am here on

 25       behalf of the customers of Peoples Gas.
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 01            I am here on behalf of Public Counsel to speak

 02       largely in opposition to the petition, even as

 03       modified by the staff's recommendation, but I want

 04       to start there, though, and thank the staff for the

 05       analysis that they applied in support of their

 06       recommendation.

 07            The OPC cannot support the position -- the

 08       petition because it seeks the creation of a new

 09       rider in the guise of extending an existing highly

 10       limited scope rider designed to recover the cost of

 11       safely replacing two highly specific types of

 12       natural gas distribution mains for a discrete

 13       period in response to unusual urgent circumstances.

 14            The current petition was filed a little over

 15       30 days after the effective date of Section 366.99,

 16       Florida Statutes.  That law created a rider to

 17       recover the costs, including capital costs, of

 18       government mandated relocation of facilities.  This

 19       is significant.

 20            In PGS's 2008 rate case, decided in 2009, that

 21       very same relocation rider was denied approval by

 22       this commission alongside a second facility's

 23       extension rider.  The Public Counsel filed a brief

 24       strongly objecting to the agency's creation of

 25       these riders.  Our position then and now is
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 01       faithfully represented in the 2009 order.

 02       Commissioners, I provided that order and some other

 03       materials to staff counsel yesterday by email.

 04            The Commission denied both riders and invited

 05       the company to file limited base rate proceedings

 06       or to seek legislation to achieve the ends they

 07       sought in these riders.  15 years later, the

 08       Legislature has granted one of the wishes, while

 09       sending a strong message that the creation of

 10       riders for recovery of capital costs is uniquely

 11       the prerogative of the Legislature.

 12            In 2012, as the petition correctly notes, the

 13       current CIBSR rider was created under some very

 14       specific circumstances -- I lost my cursor.

 15       Peoples Gas came to the OPC at that time and sought

 16       our support, or at least non-opposition for their

 17       proposal to meet a somewhat urgent need to rapidly

 18       replace aging and corroded cast iron and base --

 19       and bare steel pipes in the wake of a horrific

 20       fatal accident killing eight people in San Bruno,

 21       California in September 2010, and other incidents

 22       in Allentown, Pennsylvania and Perry, Florida, and

 23       on the heels of some strong directives from PHMSA

 24       to replace these pipes ASAP.

 25            They at the agenda approving this rider, and a
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 01       very similar one for FPUC/Chesapeake called GRIP,

 02       the Public Counsel put aside its objections

 03       expressed three years earlier and expressly

 04       committed to not challenge the tariff if --

 05       containing the rider if it was limited to very

 06       specific circumstances.  And I have included the

 07       2012 transcript in what I sent staff and the

 08       company yesterday.

 09            There, we stated on page four of that

 10       transcript, the Public Counsel's office took the

 11       position that the creation of these mechanisms in

 12       that 2008 case was more properly in the realm of

 13       the Legislature.  We take a cautious approach to

 14       whether the Commission should be creating clauses

 15       or trackers or riders of this sort.  So we state

 16       our objection to that.

 17            I will say to you, though, that to the extent

 18       that language in your order addressing this issue,

 19       the PAA order sufficiently walls off this type of

 20       program and keeps it from becoming a precedent that

 21       grows without control, you would minimize or

 22       diminish our reasons for asking for a hearing on

 23       this item.  So I would just state that up front.

 24            I am not here to unequivocally state

 25       opposition to this program.  I think there are a
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 01       lot of safety benefits and potentially some

 02       long-term customer benefits to what the company

 03       proposals proposes.  It's really more the mechanism

 04       that is being it proposed.

 05            And on page five of that very transportation

 06       discriminate, we also said these remarks apply to

 07       the FPUC/Chesapeake GRIP order, which was virtually

 08       identical in seeking to replace cast iron/bare

 09       steel pipes for the same reasons on the same basis

 10       as were proposed in the PGS order item which went

 11       first.

 12            In your order that day approving the PGS cast

 13       iron/bare steel and the FPUC/Chesapeake GRIP

 14       riders, in your conclusion, you said that it is

 15       clear to us that we have the authority under our

 16       broad ratemaking powers found in Sections 364.0 --

 17       366.04, 366.05 and 366.06, Florida Statutes, to

 18       establish this type of surcharge to recover a

 19       discrete set of costs incurred in response to

 20       unusual urgent circumstances.

 21            And you went on later in that conclusion

 22       section to cite to storm surcharge -- surcharges

 23       that were time delimited two and three years of

 24       recovery coming out of the 2004-2005 hurricanes.

 25       And this language in this order is identical in the
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 01       GRIP order.

 02            The Public Counsel submits to you today that

 03       that language was created specifically in response

 04       to the OPC's concerns.  And we did not ask for a

 05       hearing.  We did not challenge that tariff.  In

 06       2016, the Public Counsel and Peoples Gas negotiated

 07       a comprehensive earnings depreciation manufactured

 08       gas cleanup ROE range modification and four-year

 09       stay-out agreement that included a modification to

 10       this rider to include what we dubbed problematic

 11       plastic pipe in the eligible replacement costs

 12       allowed for recovery.

 13            This pipe was a highly specific type and

 14       mostly comprised of a specific brand of DuPont pipe

 15       called Aldyl A.  I think I probably mispronounced

 16       it, Aldyl A, A-L-D-Y-L, A, manufactured during a

 17       limited period.  The pipe and related similar

 18       components were thought to have been the product of

 19       a manufacturing defect subject to embrittlement and

 20       cracking, and were the subject of two PHMSA

 21       advisory bulletins.

 22            The inclusion of this pipe was closely related

 23       to the original purpose of the rider, and was

 24       described in the tariff as materials recognized,

 25       slash, identified by the Pipeline Safety and
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 01       Hazardous Materials Safety Administration as being

 02       obsolete and that present a potential safety threat

 03       to operation -- operations and the general public,

 04       including specific polyethylene plastic materials.

 05       We submitted that order in our email to staff for

 06       your consideration.

 07            By a negotiated and approved agreement that

 08       provided value for all sides, the rider was

 09       narrowly modified in a manner consistent with the

 10       original scope and time, with an additional time to

 11       recover the PPP after -- problematic plastic pipe

 12       -- after the CI/BS was mostly recovered -- cast

 13       iron/bare steel.

 14            The petition before you today breaks the mold

 15       of this tightly constrained cost recovery

 16       mechanism.  This breakage is most evident in the

 17       petition at paragraph three.  There, the company

 18       treats the rider more as a generic mechanism upon

 19       which to tack on a smorgasbord of costs that

 20       ostensibly appear to have been pealed out of the

 21       base rates and added à la carte to the rider with

 22       little or no relationship to the narrow, quote,

 23       unusual and urgent purpose of the original rider.

 24       And therein lies the gravamen of the Public

 25       Counsel's concern.
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 01            Now, your staff mostly identified what we

 02       believe were the overreaches in the petition.  The

 03       company worked with them and withdrew some of those

 04       things.  But when they went through this and looked

 05       at business as usual versus safety that they

 06       thought was within the scope of the rider, they

 07       came down to three items that are before you today.

 08            Now, the Public Counsel objects in principle

 09       to the remaining three items, but we believe there

 10       is a possibility of compromise on at least one item

 11       related to the limited access to backyard

 12       easements, or rear lot easements as described,

 13       which are very similar, if not identical, to the

 14       SAFE program that was approved back in the same

 15       timeframe for Florida City Gas.

 16            The remaining two items we have significant

 17       concerns with, and we believe that a hearing would

 18       be required if they are included in the tariff in

 19       this matter.

 20            As you know, Peoples Gas completed a rate case

 21       in 2023 for new rates effective in 2024.  And they

 22       have also filed a test year letter for a rate case

 23       to be filed in March of this year.  This will then

 24       be their third rate case filed within five years.

 25       And I mention this because it is curious to us that
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 01       tightly sandwiched between a 2024 test year from

 02       the last case and a 2026 proposed test year,

 03       Peoples seeks to carve out costs, or the type of

 04       costs that would otherwise be recovered in base

 05       rates.

 06            There are no base rate reductions proposed in

 07       this matter.  There is no mention in the petition

 08       of these costs being removed from base rates like

 09       there is in their annual filings that they make in

 10       the cast iron/bare steel rider process.

 11            Staff did ask some questions in dataset two,

 12       number seven, and dataset three, numbers three and

 13       four.  And aside from a representation of no double

 14       recovery, there is no demonstration how the

 15       forward-looking costs were not contemplated for

 16       recovery through the base rate process, or not

 17       still included or not removed.

 18            In the recent rate case, the PGS capital

 19       budget was highly scrutinized, as you may remember,

 20       and the MAOP concept was mentioned in the testimony

 21       of Witness Richard related to the JAX project.

 22            This raises a concern to us that the revenues

 23       given to the company were intended to cover these

 24       types of activities, given that the PHMSA

 25       regulations became effective in March of 2023,
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 01       after the case was filed.  So clearly, they would

 02       have contemplated these PHMSA MAOP requirements

 03       that weren't a requirement when they filed their

 04       case, when they did their budget, when they

 05       developed their capital costs.

 06            The cite -- and I want to say -- I have to

 07       take issue with staff's recommendation.  The

 08       citation in the rec at footnote eight, which is the

 09       beginning of page three, continuing onto page four,

 10       relative to the MAOP reconfirmation and materials

 11       verification element of their request says:  This

 12       is consistent -- at the very bottomed of the

 13       page -- this is consistent with a prior Commission

 14       decision approving activities needed to comply with

 15       PHMSA regulations.  And then they cite the GRIP

 16       order, not the PGS order, for that proposition.

 17            This is a serious concern to us because, first

 18       of all, neither the GRIP order nor the PGS order

 19       established some sort of concept that if there is a

 20       PHMSA regulation, you can come in, take those costs

 21       and put them in a rider.  That's not what these

 22       orders say.  These are about a serious urgent

 23       matter of safety relative to defective, corroded

 24       facilities, not just because PHMSA said you got do

 25       something.

�0015

 01            And in any event, why would you go to a GRIP

 02       order that was issued the same day and not look at

 03       the language of the PGS order?  That doesn't make

 04       sense to us, and we don't think that that's

 05       precedent for you to take this action.

 06            So the other -- there is another item called

 07       other problematic pipeline.  And that's the various

 08       facilities that are exposed across waterways or

 09       other transient media.  We think that's misleading.

 10       The word problematic was used in the 2016

 11       settlement for the PPP problematic plastic type.

 12       That was a term we coined to avoid potentially

 13       calling the pipe defective for legal reasons.  We

 14       called it problematic because is it was.  But

 15       that's not a word that can be then adopted to call

 16       -- used for some other category to bootstrap it

 17       into this tariff.  So we object to that.

 18            And so there is nothing problematic or

 19       defective about the facilities they seek to change

 20       there.  They are not -- in fact, this Aldyl A, it

 21       was the subject of lawsuits.  It's linked to seven

 22       deaths at a chocolate factory in Pennsylvania, and

 23       explosions in Cupertino, California in 2011.  The

 24       chocolate factory was in 2023.  There was a bill

 25       filed in 2024 to take that stuff out ASAP.
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 01            So the PPP is a real and existing problem.

 02       This other stuff is not the same thing, so we think

 03       it's outside the realm of why the Commission

 04       created this rider in the first place.

 05            We think -- and to summarize.  Given the

 06       possible overlap of these items with the rate case,

 07       the lack of compatibility with the original rider,

 08       and the lack of legislative authorization in the

 09       wake of 366.99, that this petition should be

 10       denied.

 11            Since the rear lot issue has been adopted in

 12       the SAFE order, we would not seek a hearing if you

 13       limited this petition to just that, based on the

 14       fact you have created that solid precedent.

 15       Otherwise, we think this ought to be rolled into

 16       the rate case, and we can look at whether these

 17       costs are in base rates or not, and if they have

 18       been properly taken out, if you are still going to

 19       try to take them out and put this out.  Absent

 20       limitation to the rear lot easement issue, we would

 21       ask for a hearing on this.

 22            Thank you.

 23            CHAIRMAN LA ROSA:  Thank you.  That's a lot of

 24       information.

 25            And I have to go back to staff, because I
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 01       understand some of the elements that you are

 02       pointing out.  I don't know that I necessarily

 03       agree with how some of them are framed, you know,

 04       in all fairness.

 05            Let me go back to staff for a little bit of

 06       direction on the comments made, and how that was --

 07       how this has been framed out, and how this

 08       obviously alters, which it significantly alters

 09       what's been recommended before us.

 10            MR. SANDY:  Mr. Chair, what I would say is,

 11       obviously Mr. Rehwinkel has presented quite a few

 12       objections regarding the recommendation how it's

 13       written.  Staff is certainly mindful regarding the

 14       issue of scope creep, which I think is the one of

 15       the major issues OPC has with this recommendation.

 16            I think our concern with scope creep of this

 17       rider is reflected in the rec insofar as we did not

 18       accept, on face value, the application it is was

 19       written.  There was quite a lot of analysis that

 20       what performed, and there are asks that the utility

 21       made that staff has not recommended included in

 22       this rider that should be left for a ratemaking

 23       process.

 24            Ultimately, staff stands by its rec as

 25       written.  I would say, though, I think we would be

�0018

 01       interested in getting a response that the utility

 02       would have regarding what Mr. Rehwinkel has

 03       proposed.

 04            CHAIRMAN LA ROSA:  Thank you.  And I would say

 05       this, is that I think staff did a good job of

 06       breaking this down and prioritizing safety in this.

 07       And I know there is some legal questions, which I

 08       think we will flush out here in a few seconds, I

 09       think.

 10            Let's go to -- let's to go the company, and

 11       then I will -- and then I will come back to us, and

 12       then I have got some further questions, but go

 13       ahead.

 14            MS. PONDER:  Okay.  Thank you, Mr. Chairman.

 15            Yes, the company thinks that the three

 16       activities approved in the staff recommendation are

 17       appropriate for a long-term cost recovery mechanism

 18       as set out in the recommendation.

 19            Additionally, we read the GRIP order to

 20       appropriately cite a PHMSA regulation related to

 21       what was at issue in their petition.

 22            I think lastly, I would just say it is -- the

 23       objections raised are a bit confusing in light of

 24       OPC's -- the settlement with PGS in 2020, which did

 25       incorporate the cast iron/bare steel rider, and

�0019

 01       also acknowledged that the company could come back

 02       in -- I apologize, I don't have the language in

 03       properties front of me, but essentially

 04       acknowledged that the company could come back in

 05       for activities on such a scale for safety,

 06       accelerated recovery.  And, excuse me, Mr. Buzard,

 07       do you have additional comments?

 08            MR. BUZARD:  Yes, thank you.  I am Luke

 09       Buzard.  I am the Vice-President of Regulatory and

 10       External Affairs for Peoples Gas.

 11            Firstly, I just want to comments on the

 12       staff's analysis.  You know, some of the comments

 13       being said, I think the staff did an excellent job

 14       and did a number of discovery requests, and we even

 15       held a conversation around the elements of what was

 16       filed in the docket.  So there has been significant

 17       analysis.  I do believe that there is control

 18       around what we are asking for in our petition.  And

 19       I believe the staff did their job in sorting

 20       through the things that we asked for.

 21            I can say, as a former leader, and a continued

 22       leader of our safety program at Peoples Gas, safety

 23       is our priority.  So our interest in this docket is

 24       focused directly on the safety of our system and

 25       prioritizing the investments that we need to make
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 01       for safety.  And so the Commission has been

 02       supportive in the past around helping support those

 03       initiatives and those efforts, and that was the

 04       driving force behind why we filed it.

 05            Understanding the safety of our system is

 06       driven by API 1173, which is the pipeline safety

 07       management system.  That system is intended on

 08       constantly looking at risks to your system, and

 09       making sure that we are doing things in investing

 10       in our system to protect the public and our

 11       customers.  And so the asks within this filing are

 12       specific and directed by our pipeline safety

 13       management system, and I appreciate, again, the

 14       staff's analysis.

 15            CHAIRMAN LA ROSA:  Commissioners?

 16            Commissioner Clark, you are recognized.

 17            COMMISSIONER CLARK:  Just a couple of

 18       questions.  I legalize this was a PAA, but I guess

 19       my question goes to our legal staff.  Mr. Rehwinkel

 20       has requested a hearing.  What is our obligation in

 21       regard to --

 22            MS. HELTON:  He hasn't requested a hearing.  I

 23       am sorry, Mr. Sandy, I didn't mean to -- this is a

 24       proposed -- this will be a proposed agency action

 25       order.  So when the order is issued, anyone who is
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 01       substantially affected and OPC my may request a

 02       hearing within a 21-day window.

 03            So I think Mr. Rehwinkel is just foreshadowing

 04       that if you approve staff's recommendation, it's

 05       OPC's intention to request a hearing on at least

 06       two of the programs that staff is recommending be

 07       approved.

 08            COMMISSIONER CLARK:  I'm sorry.  I thought I

 09       heard you say you were requesting a hearing.  That

 10       was not -- okay, my apologies.  I misunderstood

 11       the -- that's kind of why I was asking.  It is a

 12       PAA.  So we are going to end up, I assume at some

 13       point in a hearing with this anyway.

 14            What is the rationale to not defer this for 30

 15       days?  I notice there are no timeline constraints

 16       according to the recommendation that we have, is

 17       there any issue with a 30-day deferral?

 18            Some of this information is -- I will be

 19       honest with you, some of this has caught me a

 20       little offguard.  I did not anticipate that much

 21       discussion in this regard to this item.  So I would

 22       like a little time to dig some more information

 23       out.  Ms. Ponder is jumping up and down.

 24            CHAIRMAN LA ROSA:  Yeah, let's go to the

 25       utility.
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 01            MS. PONDER:  I would just note that our

 02       petition was filed in July, and I understand busy

 03       schedules, but it has been, you know, a

 04       considerable length of time that the company has

 05       been waiting for consideration, respectfully.

 06            CHAIRMAN LA ROSA:  Understood.

 07            I don't disagree with Commissioner Clark.  I

 08       kind of feel like there is a lot here to digest,

 09       and I heard a lot of things that I either had not

 10       heard or wasn't in my thought for consideration.

 11            Commissioners, any other thoughts or

 12       questions?  I know we have -- we are not close to a

 13       decision, but any other thoughts or questions?

 14            Commissioner Passidomo Smith.

 15            COMMISSIONER PASSIDOMO SMITH:  I think -- I am

 16       not opposed to a delay.  I understand the company's

 17       concerns about filing it so long ago, but giving us

 18       a bit more time.

 19            My only comment is really just to commend

 20       staff.  I think you guys did a great job of being

 21       able to -- I remember when we were going -- some of

 22       these activities, you know, and being presented

 23       with them in the past, and saying that, you know,

 24       whether or not it's a PHMSA requirement, but

 25       actually digging in of where in the process, you
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 01       know, whether it's been just a noticed rulemaking

 02       by PHMSA or whether it's actually been implemented.

 03       I am glad that you did the legal research to see

 04       where in the pipeline those regulations were, and

 05       whether they were actually a requirement.

 06            So I think I am -- I am more than comfortable

 07       with, you know, with this if we need a deferral,

 08       but I also thought that staff did a really great

 09       job of analyzing and breaking out which activities

 10       would fall into this tariff and which would not, so

 11       that's all.  Yeah.

 12            CHAIRMAN LA ROSA:  No, that's fair.

 13            Any other Commissioners?

 14            Commissioner Fay, you are recognized.

 15            COMMISSIONER FAY:  Thank you, Mr. Chairman.

 16            It's a strange posture to be in, obviously,

 17       from a PAA perspective, and Mr. Rehwinkel stated

 18       his position here.  I think for purposes of what

 19       the Commission is doing, and we move forward with

 20       what the Commission believes we should do, and then

 21       it's the decision of the parties what they want to

 22       do after that based on their right to go to a

 23       hearing.

 24            I will say that when I reviewed this, I agreed

 25       with Commissioner Passidomo.  I do think that staff
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 01       did a good job of finding things that maybe were

 02       extending beyond this normal rider process.  I

 03       think there are some fair questions raised by OPC

 04       about the distinctions of this mechanism being used

 05       as opposed to in a rate base.  I felt this maximum

 06       allowable operating pressure, it looks like this is

 07       a rule set by PHMSA, it has a timeline that goes

 08       all the way out to 2028 and then 2035.  It seems

 09       like something that I thought maybe would be more

 10       likely seen in a rate case, but I recognize that

 11       there is a difference of opinion on that.

 12            And so maybe we take forward with what the

 13       recommendation is with us today, Mr. Chairman, and

 14       then it will be on the parties to make a decision

 15       as to what they want to do going forward.  I

 16       just -- if I could ask one question of legal.

 17            There is no preemptive adjustment that the

 18       Commission can make based on Mr. Rehwinkel's

 19       comments.  I mean, when we have PAAs, the idea that

 20       there is no opposition -- there is likely no

 21       opposition, it's the Commission's decision

 22       typically, correct?

 23            MS. HELTON:  I am not sure I -- to me, you

 24       have -- a PAA decision is a decision that you are

 25       making, APA purists call it kind of freeform
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 01       decision-making, which you have made without the

 02       benefit of an evidentiary record, but you made it

 03       with the benefit of the research that staff did and

 04       the legal analysis that staff did.

 05            So this is your kind of first foray into

 06       decision-making on the petition without the benefit

 07       of a hearing.  And so any PAA decision is open to a

 08       request for a hearing.  And so here, I think OPC is

 09       just suggesting that if you made a different

 10       decision than staff is recommending, then perhaps

 11       they wouldn't request a hearing on approval of the

 12       one program that Mr. Rehwinkel mentioned, so --

 13            But to me, this is just kind of the APA

 14       operating as it's intended to operate, and a

 15       substantially affected person has the opportunity

 16       to request a hearing and kind of make the agency

 17       making the decision kind of go through make maybe a

 18       little bit more rigorous analysis in getting to a

 19       final decision.

 20            COMMISSIONER FAY:  Okay.  And just to clarify,

 21       Ms. Helton.  We do have decisions, though, that are

 22       not PAA, so what's the distinction between that?

 23            MS. HELTON:  Well, there are quite a few

 24       different types of decisions that the Commission

 25       makes.  A final decision is one that has the
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 01       benefits of a hearing, or, in some instances, it

 02       has given an opportunity up front for substantially

 03       affected persons to request a hearing.  For

 04       instance, in a water certificate case, an original

 05       water certificate case, if no one requests a

 06       hearing at the beginning of the process, then the

 07       decision that you enter, because you have already

 08       -- you have given that opportunity to question the

 09       decision, that type of decision would be entered as

 10       a final order.  You enter interim decisions where

 11       it's more of a procedural type decision, knowing

 12       that you are going to reach a point where you will

 13       make a final decision after an evidentiary process.

 14            So the bulk of the decisions that the

 15       Commission makes is PAA that ultimately become

 16       final because no one requests a hearing.  That's

 17       kind of the beauty of our process.  You are able to

 18       be efficient in your decision-making by using the

 19       PAA process.

 20            COMMISSIONER FAY:  And the distinction we have

 21       here today is just that the information that's been

 22       brought forward today was submitted to staff and

 23       parties yesterday, and so in the process that we

 24       have, this either normally would have been raised

 25       on the front end or raised on the back end, is that
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 01       fair?

 02            MS. HELTON:  Yes, based on my email traffic, I

 03       didn't -- I don't think this came in until after

 04       the close of business yesterday with respect to the

 05       opinions that Mr. Rehwinkel referenced this

 06       afternoon, and that's -- I mean, that's his

 07       prerogative.  I mean, he doesn't have to tell us

 08       that.  I think it's helpful when parties do let us

 09       know they have an issue so we can come prepared and

 10       able to discuss it with you.  But this

 11       recommendation was, I think, subject to the staff's

 12       rigorous analysis and rigorous review of Peoples'

 13       petition.

 14            COMMISSIONER FAY:  Yeah, and I just think, Mr.

 15       Chairman, to comment, to Commissioner Clark's

 16       point, we are taking a lot on this to make a

 17       decision, to a certain degree, on the fly.  Staff

 18       standby their recommendation, and that's, you know,

 19       that's their prerogative.  But I do think there has

 20       been some questions raised here that are valid.

 21            So with that, Mr. Chairman, I will send it

 22       back to you.

 23            CHAIRMAN LA ROSA:  Great.

 24            MR. REHWINKEL:  Mr. Chairman?

 25            CHAIRMAN LA ROSA:  Yes, sir.
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 01            MR. REHWINKEL:  Just as a procedural matter.

 02       I will be honest with you.  I have been looking at

 03       this as a tariff.  Now, I know it says PAA, but to

 04       me, under the file and suspend law, you have two

 05       types of opportunities, a tariff filing and a PAA.

 06            Now, a tariff filing requires a 60-day review

 07       and then decision, but the company waived that.  If

 08       a tariff is approved under the Wilson cases, what

 09       happens is the rates go into effect subject to

 10       refund.

 11            If a PAA is issued with rates involved, there

 12       is no interim created under a PAA.  And it's kind

 13       of unusual to approve a tariff in a PAA, because --

 14       I think it should be either a PAA or a tariff,

 15       especially if the company wants the rates to go

 16       into effect.

 17            I am not -- I really hadn't contemplated this

 18       was anything other than a tariff that if you passed

 19       it out, the company could put their rates in, and

 20       then we would -- they would be subject to refund --

 21       I say the rates.  They could collect costs under

 22       their tariff.

 23            You know, I understand their concern that this

 24       came to them at the last minute.  I would say we

 25       were not considered a party.  We weren't served
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 01       this, even though we had been part of this process

 02       for many years.  We had much -- heavy workload over

 03       this time period when this came about, and I regret

 04       not having reached out earlier.  That's a little

 05       bit on me.

 06            I called Mr. Sandy yesterday afternoon, and I

 07       called Ms. Ponder.  That was the first they had

 08       notice that we were going to do this.  So I

 09       apologize to the Commission about that, but we have

 10       a heavy workload throughout the entire part of this

 11       process.  So my apologies there.  We are willing

 12       to -- well, I will stop right there.

 13            CHAIRMAN LA ROSA:  I understand.

 14       Ms. Crawford.

 15            MS. CRAWFORD:  Yes, thank you.  Jennifer

 16       Crawford for legal staff.

 17            It's interesting, because I was -- when I was

 18       reading the draft recommendation for this item, I

 19       had the same initial reaction that Mr. Rehwinkel

 20       has, that this is a tariff item.  And then when I

 21       actually read the item closely, and I looked at how

 22       we had approved programs in the past similar to

 23       this, this is not actually a tariff that the

 24       Commission is being asked to approve at this time.

 25       The tariff attached to the item is really just a
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 01       sample tariff, and they are not requesting that

 02       rates be put into effect.  It's more a proof of

 03       concept of the program, and it is consistent with

 04       how we have approved programs like GRIP and SAFE,

 05       and so on, we had the proof the concept first, with

 06       a sample tariff attached, but it is truly a PAA

 07       item.

 08            CHAIRMAN LA ROSA:  Understood.

 09            Commissioners, is there any objection if we

 10       give this a 30-day deferral?

 11            Staff, do I need to do anything to give this a

 12       30-day deferral, other than stating it?

 13            MS. HELTON:  I think stating it is sufficient,

 14       Mr. Chairman.

 15            CHAIRMAN LA ROSA:  Okay.  Thank you.

 16            Let's go ahead and do that.  I think that will

 17       be advantageous to all parties that are affected.

 18            All right.  Seeing there is -- seeing no

 19       further business before us, I am correct, there is

 20       nothing else we have following this meeting.  Let's

 21       say, in 15 minutes, let's -- we will start our

 22       Internal Affairs meeting, which is postponed from

 23       the storms we had a couple weeks ago.  That meeting

 24       will occur, and please correct me if I am

 25       incorrect, in our Internal Affairs room on the
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 01       first floor.

 02            So if there is nothing else before us, we will

 03       see everybody soon in Internal Affairs.  Thank you,

 04       this meeting is adjourned.

 05            (Agenda item concluded.)
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