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MEessERr, CAPARELLO, METZ, MAaI1DA & SELF

A PROFESSIONAL ASSOCIATION

28 SOUTH MONROL STRCET, SUITE 7O1
POST OFFICE BOX D76

Tarranasser, FLoripa O200R-1876
TELEPHONE (004) 222-0720
TELECOPILAS: (004) 224-4380, (D04) 478 iGal

December 5, 1996

Ms. Blanca Bayo, Director BY HAND DELIVERY
Division of Records and Reporting

Room 110, Easley Building

Florida Public Service Commission

2540 Shumard Oak Blvd.

Tallahassee, Florida 32399-0850

Re:  Docket Nol960003-GU
Dear Ms. Buyo:

Enclosed are an original and fifteen copies of West Florida Natural Gas Company's Petition
for Approval of Mid-Course Correction to Approved PGA Factors with accompany schedules E1,
E-2 and E-3 in the above-referenced docket.

Picase indicate receipt of this document by stamping the enclosed extra copy of this letter.

Thank you for your assistance in this matter.
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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION

Inre: Purchased Gas Adjustment ) Docket No. 960003-GU
Cost Recovery ) Filed: December 5, 1996
)

PETITION OF WEST FLORIDA NATURAL GAS COMPANY
FOR APPROVAL OF MID-COURSE CORRECTION
TO APPROVED PGA FACTOR

West Florida Natural Gas Company (*WFNG"), by its undersigned hereby files its petition
for approval of a revision to its purchased gas adjustment (*PGA") factor to be applied to bills
rendered for meter readings to be taken beginning January 1, 1997 through March 31, 1997,
inclusive, and in support thereof says:

1. The name of the petitioner and the mailing address of its principal office is:

West Florida Natural Gas Company
Caller Box 1460
Panama City, FL 32402
2 The name and mailing address of the person authorized to receive notices and
communications with respect to this petition are:
Norman H. Horton, Jr.
Messer, Caparello, Metz, Maida & Self, P.A.
Suit 701, First Florida Bank Building
P.O. Box 1876
Tallahassee, FL 32302-1876

3. By its Orders Nos. 24463 and 24463-A in this docket, the Commission adopted a
method for the recovery of purchased gas costs to be used for the recovery of such costs. These
orders provide for recovery of purchased gas costs through a levelized PGA factor with the levelized

PGA factor as the cap, or maximum recovery factor. Order No. 24463 also provides that a utility
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may request a mid-course correction if the projected expenses for the remaining period exceed
projected revenues by approximately 10% for the six-month period.

4, By Order No. PSC-96-0323-FOF-GU issued March 5, 1996, the Commission
approved a PGA factor for WFNG for the April 1996 - March 1997 period of 33.300 cents per therm.
This factor was based on the utility’s projected purchased gas costs for the twelve-month projection
period. Thercafter by Order No. PSC-96-1197-FOF-GU issued September 23, 1996, the
Commission approved a mid-course correction authorizing an increase in the PGA cap of 6.481 cents
per therm for a new cap of 39.781 cents per therm.

5. The mid-course correction authorized by Order PSC-96-1197-FOF-GU was
predicated on a projected underrecovery of $1,745,272, This variance was due in large part to an
unanticipated increase in the commodity cost of gas caused by various forces and resulting decrease
in sales volume. In its Petition requesting the mid-course correction, WFNG stated that these prices
are expected to continue throughout the current PGA cycle and they have.

6. WFNG continues to experience unanticipated increases in commodity prices. Natural
gas commodity prices have escalated to exorbitant levels, both on the Term and Spot markets, and
are projected to continue through the remainder of the current true-up period. The result of the
continued increase is that the currently effective maximum PGA cap will not be sufficient to recover
even the base commodity portion of gas supply costs.

7. Of additional affect on WFNG is that the price differential between natural gas and
various alternative fuels has narrowed and the market for excess pipeline capacity has been virtually
eliminated. In addition, WFNG has recently experienced cancellation of a capacity reservation

contract by a major end user, creating an added unforseen expense to be recovered in the PGA. The




anticipated continuation of commodity cost increases may well cause customers to move to more
economical fuel sources, thus further contributing to the trend toward decreasing sales volumes.

8. As demonstrated by the attached revised schedules, expenses for the current true-up
period are projected to be $12,880,549. Revenues at the current approved PGA cap rate are
projected to be $11,622,320 resulting in a projected underrecovery of $1,258,229 or 11% of
expenses.

9. Due to the foregoing described circumstances, WFNG requests that the Commission
approve an increase in its PGA factor from 39.781 cents per therm to 47.250 cents per therm, which
is equal to the average cost of gas, including the true-up factor, WFNG requests that this increased
PGA factor be approved for application to bills rendered for meter readings taken on and after
January 1, 1997 and continue in effect until a new cap is approved by order of the Commission.
Applying this increased PGA factor for the period December 1, 1996 through March 31, 1997 will
allow WFNG to recover its projected gas costs during the remaining months in the PGA period and
help reduce the impact on ratepayers during the twelve months beginning April, 1997.

10.  Because of the need to reduce the projected underrecovery of expenses, it is necessary
that the increased cap be approved for application to ratepayers’ bills beginning January 1, 1996,
This will require the Commission to deviate from its usual policy of making changes in rates and
charges efiective 30 days after the Commission’s vote approving the rate change. However, there
is not sufficient time to hold a hearing on he changes prior to the Commission's consideration of the
requested change. In addition, the Commission has previously approve a mid-course correction in

this docket to become effective at an earlier date under similar circumstances when the amount of




the projected underrecovery was substantial. (Order No. PSC-94-0207-FOF-GU issued February
21, 1994).

11.  WFNG also recognizes there will not be time to conduct a prudency review of the
Company's pre-projections of purchased gas costs prior to the implementation of the increase in the
PGA factor sought by this petition. However, pursuant to the procedures in this docket, such
prudency review will occur as a matter of course at the hearing to held in the docket in February,
1997. If the increase in the cost recovery cap is ultimately found imprudent, WFNG's ratepayers
will suffer no harm, since any costs found imprudent will be disallowed for recovery and flow back
to the ratepayers through the true-up mechanism inherent in the calculation of the PGA factor for
the subsequent period.

WHEREFORE, West Florida Natural Gas Company petitions the Commission to approve
its proposed increase in its PGA factor from 39.781 cents per therm to 47.250 cents per them to be
applied to customer bills rendered for meter readings taken on or after January 1, 1997 through
March 31, 1997.

DATED this 5th day of December, 1996.

Respectfully submitted,

MESSER, CAPARELLO, METZ,
MAIDA & SELF, P.A.

Post Office Box 1876

Tallahassee, FL. 32302-1876

(904) 222-0720

NO H. HORTON, JR., ESQ.
FLOYD R. SELF, ESQ.

Attorneys for West Florida Natural Gas Company
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CERTIFICATE OF SERVICE

1 HEREBY CERTIFY that true and correct copies of West Florida Natural Gas Company's Petition for
Approval of Mid-Course Correction to Approved PGA Factor together with accompanying schedules in Docket No,
960003-GU have been served by hand delivery (*) and/or U. S. Mail this 5th day of December, 1996 upon the

following:

Sheila L. Erstling®
Division of Legal Services

Florida Public Service Commission
2540 Shumard Oak Blvd., Room 370

Tallahassee, FL. 32399-0850

Lee L. Willis, Esq.
James D. Beasley, Esq.
Ausley & McMullen
Post Office Box 391
Tallahassee, FL 32302

Mr. Russell D, Chapman
Administrator, Support Services
Tampa Electric Co.

P.O.Box 111

Tampa, FL 33601-0111

Joseph A. McGlothlin, Esq.

McWhirter, Reeves, McGlothlin,
Davidson & Bakas, P.A.

117 S. Gadsden St

Tallahassee, FL 32301

Jack Shreve, Esq.

Public Counsel

Office of the Public Counsel
111 West Madison St., Rm 812
Tallahassee, FL 32301

Wayne L. Schiefelbein, Esq.
Gatlin, Woods, Carlson

& Cowdery
1709-D Mahan Drive
Tallahassee, FL. 32308

Ansley Watson, Jr., Esq.

MacFarlane, Ferguson, Allison
& Kelly

Post OfTice Box 1531

Tampa, FL 33601

John W, McWhirter, Esq.
McWhirter, Grandoff & Reeves
Post Office Box 3350

Tampa, FL. 33601-3350

Kenneth A. Hoffman, Fsq.

William B, Willingham, Esq.

Rutledge, Ecenia, Underwood,
Pumell & Hoffman, P.A.

P.O. Box 551

Tallahassee, FL 32302-0551

Mr. Frank C. Cressman

President

Florida Public Utilities Company
P.O. Box 3395

West Palm Beach, FL 33402-3395

NORMAN H. HORTON, JR.
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