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U: Petition for Liaited Prc.-ceedinq to batructu.re Rat•• 
and for Approval of Gaa Tranaportation Aqreaaenta 

Dear Me. Bayo: 

l:nclo.ed on behalf of Cheaapeake Utilitiaa Corporation for 
filinq in tbe above docket a:e an oriqinal and 15 oopiea of: 

1. Petition ror U.ited Proeaed!nq to Reatructu.r• btea and 
tor Approval ot GU ftanaportation Aqr•eaenta (with Exhiblt" 1, and I :ll t.(-~1 
redacted copiaa of IXbibita a throuqh 6; 

2. Begp••t tor CgnC14ant1al Claaaiticatioo, toqether vith: 
a) eo.poa1ta Attachaant A: cgnCi4ential caRY of 

Exhibita 2 thrOUIJb 6 (one copy only); 1?-l~d--'lq 

b) 
2 throuqh 6; 

o-,-aite Attachaant 8: redacted copi~~oa of Exhibita 
I &I I, 3 - f7 

c) c:c.po.ita Atta~t C - detailed juatification for 
confidential claaaification. 

Alao enc1oaad ia a high denaity cou~uter diakette containing the 
•ncloaed a.qu .. t tor Confidential claaaitication·(wlH 3.1, WP6.1) 
•• required by tbe co.aiaaion•a rulea. 

_I\ 

P1aaae a~ledqa receipt of the toreqoinq by at&ap1"9 th• 
encloaa..d extra copy of tbia latter and returning .... to •Y 
att•ntion. Thank you for your aaaiatance. 

2·£~ 
~~. L. Bchi•t•lbein 
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8Ef'Ottt THE !"LORl~ PUBLIC SERVICE CCICKISSION 

In Re: P•tltion of tb• Florida 
Diviaion of Cb•aap«ak• Utilitiea ' 
Corporation tor Lialted Proceedln9 ) 
to F.eatructure Rat•• and tor ) 
~proval of Ga.• 'f.tAD•port.ation ) 
Aqreeaenta ) _______________________________ ) 

f' i led 

PllfTIOW FOR L!HltED PaOC££DING 
TO JWSn1.JC'rUJlZ RAtES AND FOR APPROVN.. OF 

GM 'B.ANSI'ORTAt'ION AGREEKENTS 

The Flor1d.a D1Y1aion ot Cheaapea~e ~til1tiea Corporation 

("'Chesapeake,., or •rlo~1d& IJ1viaion• or "Pet.i tione.r•l, by anci 

throuqh underaiQned COW\ael, petL.ions the Florida Public Service 

co .. isaion (~he •ca.aiaaion•), pursuant ~o Rule 25-22.036(4), 

Florida Adainiatra\:1 ve Code, ·to conduct a limited proceedlng 

pursuant to Section 366. 07~ U), Flor 1·da Statutea, for th~ purpos.e 

ot reatructurinq the natural gaa ratea Che.aapeake ia a~.othon. Led to 

collect troa 1ts Florida Division cuatoaers, and, in ta.ndem 

therewith, to approv~ two certain ·Gas Transportation Aqreements, 

pursua.nt to Rule 25-9. 034 (1), rlor ida Administrative Code. 

ChesapeAke reapecttully requests that the co-ission expedite 

consideration ot this Petition to the qreateat extent poaeible, 

inc ludinq u.einq proposed a9ency action procedure•. The 

co-1sl5lon' e expedited approvAl ot the ra.te .restructur1nq and the 

two Ga.!' Transportation AQree111ents 1e critical tor Chesapeake's 

Florida Di via ion to reta.in its two lar9eet exiatinq indu~~ttrial 

cu~tomers and to t:neure e~ity a.mon9 itd rate claseit'ications. In 

sL.~port ot this Petition, Chesapeake states the tol.lowinq: 

OCCLH!.,' ~~ '1~'1 OM[ 
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1. Tba na.e and addreaa of the Petitioner is: 

Cbeaapeake Utilities Corporation 
Florida DiYiaion 
P. 0. Boll 160 
•inter Haven, FL 33882-0960 

2. The n ... , addreaa and telephone number of the person 

autbori&ed to receiYe all notices, pleadinqs, correspondence and 

other ;r unic.tiou vith respect to this Petition is: 

WaYDe L. Schiefelbein 
Getl1D, Schiefelbein and Cowdery 
1701-D Mahan Drive 
Tallahaaa .. , rL 32308 
(850) 177-~60~ 

AttorDeya tor C.1esapeake Utilities Corporation 

3. Cbaaapeake'l Florida Division ~·a public utility aubject 

to the ccs iaaion'a regulation pursuant to Chapter 366, Florida 

Statutes. Cbeaapeake'a Florida Division ia a natural qas utility, 

tunctionin9 aa a local diatribution company. 

4. Altbo~h the Florida Division eerve• only approximately 

8800 cuata.era r .. of Oece.ber 31, 1996), it is, in term. ot volume 

ot qa~ distributed, the second larqest local distribution company 

providinq service to the public in Flol" ida. l'he Florida Division 

is unlike .oat local distribution companies in rlorida in liqht of 

the hiqh throuQ'hpUt voluaea deliven'd by the rlorida Diviait..;-. to 

the induatrial cuat~era served. Of the approximate 130,000,000 

(annual) tberaa c:Uatribut•d to rlorida cuatomera on ite aystem, 

over 90l are delivered to the lar9est 60 cuatomera. Becau~e of the 

industrial nature of Cheaapeake'6 customer profile, and the 
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prox~ty of tbe industrial customers to the rGT pipeline, 

Chesapeake baa a ai9ftificant exposure to loaa of load of industrial 

cuatoaera throu,vb pbyaical bypaaa to the I"GT pipeline. INC -

Aqrioo COMpany (•DMC•) and Alumax Extruaiona, Inc. (•~uaax~), the 

Florida DiYiaion' a two larvest industrial custoaera, toqether 

contribUted nearly ooe-fifth of the Florida Division's total non

fuel revenues in 1996. Aa will be explained hereinbelow, IMC and 

Aluaax have adviled Che•apea .... e of their i.Jaminent !ntention to 

physically bypaaa tbe Florida Division'• ayatem unleaa appropriate 

aqre ... nts are entered iato with Cheaapeake and approved by this 

Ca--iaaion. Thua, Cbeaapeake has entered into Gas Transportation 

Aqre..ants with said two customers and ~ceks COmmission approval of 

such Aqre8Eents and the rate reatructurinv detailed hereinbelow. 

Acoordinvly, Cbeaapeak~'s aubatantial lntereata will ~. affected by 

the Ca--taaion'e disposition of this Petition in that such 

disposition will dete~Jne whether Chesapeake's Florida Olviaion 

will continue to provide aervice to ita two larg~eat industrial 

custa.era, aDd whether it will continue to provide service to ita 

venera! body of cuata.era on terma that are fair and equitable and 

which would preserve Cbeaapeau' 1 opportunity to earn a rea<~~onable 

return on the Florida Division'• property used and uaeful in the 

public service. 

5. Chesapeake ia not aware of any disputed iaaue.1 of 

IIUIIterial fact. 
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6. DE aDd Aluux have unequivocally expreaaed to Che6apeake 

that the substantial aubsidy that they have provided to the ;eneral 

body of cuato.ere ot the Florida Divieion auet end •• quickly •• 

poaaible, and that failure to obtain reliet on a ri;orously 

expedi~ed ba•i• will re•ult in their purauino their alternative 

couree ot action ot rbyeical bypass. 

1. Aa detailed hereinbelow, Cheaapeake haa dili;ently 

responded to tha potential loaa ot thee• two induatrial cuetoaera 

with propoaala and negotiations which culainated within the la~t 

week in tbe execution of two Gaa Tranaportation Aqre ... nta tor 

which Cc teaion approval ia requeat" 1. Chesapeake has kept 

Comaiaaion Statt at both tbe Bureau ot Gaa and the Division ot 

Auditin; and Financial AnAlyaia into~d ot the aianiticance ot 

thia aituation and haa .. t with Statt to diacuaa tne various 

options available to retain these two cuatomera and to minimize the 

ettect ot euch alternatives on Chesapeake's earnin;a and on the 

rates applicable to the ;eneral body ot customers. 

8. Chesapeake therefore requests that this Petition be 

proceDaed and disposed ot on an expedited baaia. 

BA%1 ftESIRUCTURING 

9. Throu;h the rate restructuring herein proposed, the 

Florida Divieion aeeka to retain the opportunity to ;enerate 

revenues at a level equal to the level Qoinerated • n a recent 



r•presentati •• hietoric:al period. '"'he Florida Division is D.Q.t 

proposinq an inc:t"eaae ot the total revenue requir ... nt ot its 

ayet-, but rathe.r, ia •••Jcinq to obtain a minimal level ot rel ie,t 

while avoid.tl\9 tb• -.,q>enae and req\.llatcry laq ot a full rate case. 

10. The Florida Division has not eouqht any increase in its 

base r tee to the cu.tom•rt on its system since 1989. The Final 

Order in ita laet rate caae is Order No. 23166, issued on July 10, 

19.:10. A projected JWle JO, 19!H teat year wae .-ployed in that 

proceedinq. It il clearly appropriate to identity a more recent 

teat year period to u1e •• a baah tor detena1ninq the appropriate 

level ot revenue• tor uee in the j nstant rate reatructur1ng 

process. 

11. The teat yeajr ended DeceJBber 31, . 996 is a npre.eentati ve 

~r 1od tor the rate reetructurinq process and ref' ec~.a t..he Flor ide 

Dlvieion'a revenue levela recorded prior to any apecial contract 

art"a.nqeJMnta with the two industrial customers discussed herein. 

Tl'e twelve aonthe ended December 31, 1996 11 the end ot the 

calendar and tiacal year ot the Flor da Division, has oeftn audited 

by ita independent outside auditors, and containa all appropriate 

year-end adjuataenta for inco~e taxes and accrued liabilit'es. 

12. Aa reflected in lta Surveillance Report for the twelve 

montl'•• ended O.ceaber 31, 1996, a a previouel y tiled with the 

CuiiiD1••ion, tbe Florida Oivi•1on achieved U, 363,260 in net 

operating inc~ on a rate baee of fl5,055,150 . Thie re~ceeents an 
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overall rate of return of 9.06t, which favorably compares ~ith the 

authorized add-point rate of return of 9.07t. The level of non

fuel revenue• collected durinq 1996 and included in the Florida 

D'viaion'a eam.ia9a waa ,,,855,750. Thia level of revenues is uaed 

in the COat of Service Study prepared by Cheaapeake and swo.itted 

herewith ,&xbibit •1•) aa the baaia tor the proyoaed rate 

restructure. rurtber, tbe Florida Divis!® has been subject to two 

earnings audita by the Coallliaaion' 1 Division of Aecountinq and 

Financial ADalyais tor tbe ,..ra ended December 31, 1994 and 1995. 

In said two earnin9a audita, the combined excess earninqs totalled 

$292,000, lllbicb were applied by the COmaiaaion to the Florida 

Division'• reaer.e tor environmental clean-Jp coats, in lieu of a 

refund to cu.t~ra. See Order No. PSC-95-1205-FOF-GU (September 

29, 1995) and Order Ho. PSC-97-0136-FOF-GU (February 10, 1997). 

The Surveillance a.port tor the period ended December Jl, 1996 

properly reflects all adju.tmenta made as a result of the aforesaid 

two audits and COgpjaaion disposition of excess earnings. 

13. In the event that Chesapeake loses the throuqhput of its 

two larqeat industrial customers, nearly one-fifth of the Florida 

Division's non-fuel revenues would be lost. Under such 

cir~tancea, Chesapeake would need to puraue recovery of the lost 

non-fuel revenues traa the remalninq cuatoaera, at much hiqher 

raLes than tboae proposed in the instant rate restructure. 

Chesapeake aeeks inatead to retain these t~o very larqe ~ndustrial 
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customers and reduce the croaa-aubaidization amonq ita customers by 

restructurinq its rat .. to more closely reflect the actual cost to 

aerve each cl .. a of cuatoaere. The disparity amonq rate classes 

under current rates is reflected in the relative contributions by 

each of the Florida Division's rate classes, as set forth at paqe 

10, 1: • 16 of the CO•t of Service Study attached hereto aa Exhibit 

14. Tbe Coat of Service S~ry at Paqel 13-14 of Exhibit •1~ 

sets torth the proposed restructured rates, which are as follows: 

Monthly 
Custc.ar Charqe 

laietinq Proposed 
Residential ' &.50 $ 7.00 

Commercial $ 15.00 

C~rcial 
Larqe Volu.e $ 20.00 

Indultrial 
(Salee ' 
Transportation)$ 40.00 

Interruptible 
(Sales ' 
Transportation)$350.00 

$ 15.00 

$ 20.00 

$ 40.00 

$350.00 

Non-Fuel Charqe 
(per therm) 

Existing Propoaed 
$.4312f $.46905 

$.19532 $.2.-:l.a.~ 

$.1346S ~.17287 

$.07348 $.07889 

$.04032 s.05312 

The Florida Division also has three other Special Contract 

customera, served under its Larqe Volume Contract Tran~portation 

Service (LVCTS) rate schedule, which ratea would not chanqe aa a 

result ot the proposed rate restructure. These special contrecte 

hav· been previoualy approved by the Commission. 

15. The above achedule o' proposed rates would 4pply to those 
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cuatoaera which would be aerved under the rate schedules therein 

identified, aDd ~uld DQt apply to the two induatrial custoaers 

u.n.der the Gaa 1'ranaportation A9re...nta (Exhibits •s• and •6•) for 

which C• ' .. 1oD approval ia requeatad in the !natant proceeding. 

The ratea to be cbarqed to aaid two industrial cuatoaera are set 

forth in K•hibit B to each of said A9re ... nta. These rataa .are 

than recoftr the re~ctive coat t('l aerve the two cuatoaers 

fincludinq return). Thia ie demonstrated at page 11, line 17 of 

the aeparate, ~r• detailed Coet ot service study (txhibit •z•), 

and in the Suppl~tal Data (Ex.hibita •]• and •4•) for IHC and 

Aluaax, reapectively. Portion• of thea• exhibita are aaong the 

subjects of e aequeat for COnfidential Claaaification separately 

filed herewith. 

11. ~ ahown on pa~e 12 of Exhibit •1•, unde~ the proposed 

rate ~tructure, all rate classes will move in the direction of 

payinq a CQIIIParable ahare of the total coat of service. The 

propoaed rate atructure would substantially reduce the subsidy that 

the Florida D1viaion' • two larQ,-at custoaer1 have previously 

provided for the benefit of all other cuatOIDera on the ayatem, 

while to the extent practicable, continue to protect the general 

body of ratepayer• froa rate shock. The 110nthly impact on a 

typical residential bill of 25 the~, under the above proposed 

rates, il ,1.44. Tbe proposed restructuring would have no effect 

on tota~ revanuea, but would asaiat Chesapeake in retain-n9 ita two 
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lar;est induatrial cuata.ers on the system, which customers would, 

under tbe proposed restructured ratea, continue to ;enerate 

aufficieDt revenue• aDd provide siqnificant fixed coat recov~ry of 

upstreaa pipeline capacity costa, and, therefore, benefi~ all 

classes of cua~ra oo the Florida Division's distribution system. 

Should the Florida Diviaion' a two lar;eat industrial customers 

deci~e to DO lonver tranaport ;as throu;h the Florida Division's 

syat-, Cheaapeai:e would loaL nearly one-fifth of ita non-fuel 

revenues. This would certainly caus .. Chesapeake to request a 

corwiderable 1Dcra&M 1n itl residential, C>?'Wercial and ih~ustrial 

rates through a ;eneral rate proceeding. Even more aiqnificantly, 

fixed upatr ... pipeline capacity coat~ would beco .. stranded and 

would need to be recovered throu;h the CGmmission's Purchased Gas 

Cost Recovery .. chu:.ta• tr011. the reaainin; ;en(lral body of 

ratepayers. 

GA.S 11WUIPOBTATIQN CONTRACTS 

17. The Florida Division has entered into two Gas 

Transportation AQ're ... nts, with IHC and Alum.ax, respectively. 

These a;re..anta constitute special contracts for the sale of the 

Florida Diviaion' s ;as transportation services in a manner or 

subject to provisions not specifically coverecJ. by the Florida 

Division's filed regulations and standard approved rate schedules. 

The partiea understand (and apecifi :ally acknowledge within the 

a9rc ... nta) that such special contracts are aubject to tl ~ approval 



.. 

a f the ""c• .. : -...1 a a ion. 

18. The aaxiaum daily quantity uf ;aa to be tran•ported under 

each a;reJEsnt, and the rate per dekathera tor euch tran•portation 

service, are aet forth in txhibita A and 8, respectively, to each 

said Aqr..-.nt. The•• te~ are a.on; the aubjects of a Request 

tor Confidential Claasification separately filed herevith. The 

. .sdacted copie• of tbe a;re~t• with INC and Alt.aax. are appended 

hereto •• l¥h1b1t• •s• ~ .,. reepectively. 

19. IJfC ia the lar;eat phosphate producer in Polk County, 

Floride aDd operat•• aeveral facilitie• on the Florida Division's 

diatribution syat... ~'• operation• in Florida include several 

productiOD facilities en;a;ed in ro~k dryin; operation• and in the 

production of fertili&er• which are exported worldwide. IHC's New 

Wale• facility, thP ~rld's lar~est phosphate prr~uction facility, 

is al•o the lar;eat user of natural ~·• ot any of IHC's Florida 

facilities. 

20. Chesapeake has provided service to 1MC's New Wales 

!acility a!Dce li&S, initially under an Interruptitle Sales Service 

rate schedule. In November, 1990, the facility became the first 

custa.er on the Florida Divieian's systea to awit~h to the 

CQWMtaaion-approved Contract Transportation Service tariff, by 

converting" approxt.&tely SOt of the total facilities requireaents 

to transportation service. The New Wales facility continued to 

"lperate under these a:-ran; ... nta until Noveaber, 997, when it 
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converted to 100\ transportation service. The other tMC facilities 

served by tbe Florida Div1aion arc not in.cluded in the Gas 

TranaporUtion A;r;euaent; they would rea• in 1 oo• Interruptible 

Sales Service custOMra . 

21. As indicated hereinabove, IMC has adviaed the Flortda 

Division tbat the eu.bstantial aubsidy which it haa provided to t he. 

F >ride D1vieion•• general body ot cu1tomera through the existing 

gaa ••l•s and transportation rates a.ppllcable to IMC under the 

Florida Divi1ion'a tariff aust end •• quickly •• possible, .:nd that 

the abaence of prOIIIPt action in that reqard by the Florida Division 

and the c.._~eaion will re-ult in the iamedia.te phyetcal bypaae by 

the. New •alea facility ot the Fl""~rida Divition' • distribution 

syst-. IMC' s New Wales tacili ty 1~ situated s uch that it can 

readily receive gaa in two ways: throuqh the Fl c rida Division' a 

diatribution •yetea, and/or Lhrouqh a direct connection with the 

interatate fGT pipeline. The d1rect connect with FGT was 

oriqinally utabli•hed to serve the IMC t<inQ'aford !ac111 ty. 

Su.baequently, I.MC conatructed ita own pipeline whiC"h rune !r,.,a the 

Kinqaford facility to the New Woles fac:·ility. In fact, IMC has in 

the peat received qae directly from fGT tor both o! these 

tac1litias. TOO.y, the K1nqatora facility is not in operation. It 

would only requ_J.re •o•e. alnor updating ot equ1paaent by IMC at r.he 

interconnect, and the turn of a valve, !or IKC to receive all of 

the Hew Walee facility' • ~o•• supply needs directly t oa FGT. 

II 
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22. In Fabruary 1117, ~C aent out a nation-wide invitation 

to bid on qaa aupply and transportation tor all cf its North 

American tacilitiea, includinq the New llales site. INC 

atmultaneoualy entertained discussions and explored proposals from 

aany different provider• of natural qaa aervice. INC and 

Ch•sapeake w.re continually cammunicatinq durinq this process, ahd 

n- 10tiationa contirwed throuqhout the aummar and tall .anthl. 

Throuqb lenqthy .ad COIIPlex neqotiationa, Chesapeake has been 

succeaaful in 089Qtiatinq the price and te~ and cohditiona which, 

it approved by the eo.aiasion, would aucceasfully retai~• this 

cuato..r on the Florida t>iviaion' a system, while continuinq to 

provide an opportunity tor an adequate return. The Gas 

Tranaportation Avre ... nt with IMC WI\S executed 011 Nuveaber lB, 

1997. 

23. 'I'M Gaa Transportation Aqreement wit•. IMC ?rovides tor a 

maxuaua deily quantity of qaa tor transportation to the INC New 

Wales facility, and a specific rate per dekather. tor such volume. 

The derivation of the cost of service tor the IMC New Wales 

facility, and the a.ount of revenues projected to be qeneratod by 

the contractual rate, are ahown on Exhibit •2• (paqea 5 throuqh 14, 

coluan I} and Exhibit '"J•, hereto. These speclfic contractual 

tenu and the derivation ot the cost ot service, are aaonq the 

subjects of a ~equeat tor Confidential Claaaification aeparately 

1'1.1.ed herewith. 
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24. Tbe only proviaion of the Gaa Transportation AGreement 

with IMC which deviates from the Florida Division' a existinq 

Co~aaioD-approved tariff (other than the specific rate per 

dekather.), ia the provision in Article VII, Section 7.1 of the 

AqreBF nt, that INC will be billed a transportation rate baaed an 

.&Ctw" • ygl•-• delipJ*I, The Florida Division' • existing tariff 

provide• that the tranaportation rate will be billed on asheduled 

tranaportatiOD wlu..a. Se'l the rate schedules for Contract 

Tranaportation Service (CTS) and Firm Transportation Service (nS), 

sheet nu.berl 67 and 6$, respectively. 

25. Effective atov..t>er 1, 1993, RRC Order 636 r.-oved 

interstate pipeliDes from the met~hant function and allowed 

cuatoaera on the illteratate pipeline! to purch•se ratural qas 

directly fro. producer• in a competitive aarket. In many ways, 

Order 636 chruat local distribution companies, ~uch as the Florida 

Division, and their end-use customers, into uncharted territory. 

26. Tbe Florida Division's existin~ tarift was approved in 

March, 1994, at the advent of the FERC Order 636 era, when it was 

unclear what flexibility would be desired c..r needed by 

transportation cuata.era. However, aa has been a recurrent theme 

of comaents aubaitted to the Commission by Chesapeak..: and oU.er 

local distribution companies in Docket No. 960725-GU, Unbundling of 

Natural Gas Services, flexibility ia essential tor auch utilities 

so thAt they e&n be responsive to their custo-.rs and aucceasfully 
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compete tor cuat~ra who provi.de benet! ts to the ayat-. Many of 

the rlorlda Diviaion' • tranaportation cu1toaers only trans,port the 

baseJo.d portion of their gas requir ... nta. The balanc e of the gaa 

required for theae .-:uatoaer1 ia aupplied under a aal.ea etervice rate 

schedule .. Thua, billing on the basis or scheduled tranapor·tation 

voluaea ia coat-effective because the customer co.nsuaes all such 

ac.. eduled voluaea, thereby paying for services actually recflived. 

~ver, for cua.t.o.era who a.,.e transportin~ all of their gaa needa, 

aetual conaUIII)ti.OD uy tluctuate grear ly en a c1ay-to-day basi a. On 

any apeci fie da:y, these cu1toaers may (unde:r tbe existing tar 1 ff} 

be eubject to aubatantJ.ai. ch~t.rqea fo~r qaa scheduled but not 

conaWled. By beinq billed on the t..-'sia of actual deliveries, as 

propoaed by ·'Che G&a Tran•portat·ion AQretsent with 0'9C, the cuatoaer 

would pay .-c=itically for the aervicea actually received from the 

local diatr ibution eoapany . It be are mention that all ot the 

florida D1•1e1on'• aalea customers are currently billed on actual 

(metered) l;le (aee Section 5.4, General 1\ulea and P.equlat.!.ona, 

S~eet .No . 28 of exiatinq tariff). Chesapeake aublli t.e that bill1n9 

IHC for tranaportation aervice based on actual coneuaption is fair 

and reasonable. 

27. Aluaax ie a large induatr ial cuato:a.er on· the Florida 

Divie1on'• 1y1tea, enqaqed in the buslne•• ot aanu!actl;r1nq 

aluainu. extruaion producte. A Si'Plif1cant amount ot natural 9as 

l! used in that .. nufact~~inq procea• 
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28. The Florida Oi.via1on. began providinQ aervice to Aluaax' s 

Plant City taci li ty durinQ the mid 1960a, under an Inten··uptible 

Sale• Service rate schedule. In Auqust, 1991, ~luaax cho1e to 

switch to F1tll Tra.naportation Service (n'S) cttered under the· 

co-1aaion-approved taritt. Alwux wa1 one ot the earlie•t 

c ustoaeta or. th• •Y•t• to convert to transportation service, and 

the t1r1t to tranapo.rt QU tor 100' ot ita facilities requireaentl. 

29. A.l~Da&X hal alao •dvisea the Florida Divialon that the 

substantial aub1idy it has p rovided to the Qenera.l body ot 

custc.e_ra throu9b the exiatinQ qaa tranaportation rate applicable 

to Alu.ax under the Florida Oiviaion'a tariff m~st end •• quietly 

&I poaaibl•, and that the absence '>! prorapt action in that reQard 

by the Florida Divialon and the coaurd.saion will result in Aluaax 

1-a•diately tatin9 atep• to phyaically byp~,• the Florida 

D1v1a1on' 1 ayatea. Aluaax' s Plant City tacl.lity ia located in 

euff'1ciently cloae prox1a1ty to the FGT pipeline to a.ake it 

econoaically attractive tor Alumax to conatruct the neceaeary 

n~tural qe• pipeline to connect to the FGT l]r'lt ... 

30. Aluaax contacted Chesapeake in June 1997 to diacuss 

optiona available tor the provision ot natural Qll to t~e Al·uaA)': 

facility in Plant City. Cheeapeake re1ponde.J and neqot1at1ons 

continued throuQ"h the au.Dier. Under the Gaa '%'ranaportat1on 

AQre ... nt vith A1uaax •xecuted on Noveaber 19, 1997, the rlor1da 

Diviaion naa auccea•tully nBQ"ot1ated a price and ter.. and 
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cond.ition1, which, it ~roved by the COI"'laaion, would retain thia 

cuatoae.r on the Florid.& Oi v1e1on' • ayatu, while continuinq to 

provide a.n opportunity for ao, adequate return. 

31. 'the ~· Tranaportation AQreeaent with Al\JIIAX prov.ia.a ~or 

a MXciaa dail¥ quartity tor ;as tranaportation and a apecitic r~te 

,per de~athena tor auch vot.UM. The derivation of the co1t ot 

service tor the Aluaa.x lacil i ty and the aaount of revenues 

prC'jected to t>. qenerated by the contractual rate are ehown on 

Exhibit •2• (~g,e• 5 through 14, Column J) and Exhibit "'4• hereto. 

The1e apeeitic contractual te_raa and th• derivation of the coat of 

lt!l vice are .aaonq the aubje .... ta of a llequelt for ConfiClantial 

Claa1ification aeparately tiled herewi·b. 

32. the only proviaiona of the Gt.e tran•portatin" 'Ore ... nt 

with A.lua.ax which de~ iate frOID the Flor t da 01 viaic.:n' 15 existing 

Co~••ion-approved tariff, other than the ·~•c1lic rate per 

dekathera, a.re: a) the provision in Article VII, Section 7 .1, 

~hat Alwa3X will be billed a tran1portation rate baaed on actual 

ygl 1wa d4l1varad, rather than on acbtdUiltfii tranaportation volume•, 

as· provided by the exiatin~ tari!t' (see CTS and ns ratt~ achedulel, 

Shee- Hoe. ' ' ... Dd 65, reapecti vely, ot the Floricia 01 viaion' a 

exietinq tariffJ1 and b) the pruviaion in Article V, Se~tion ~.2 

that if thera ia • curtailment event on the Fl or1da Oiviaion' 15 

eyetem, ~uaaa will not be •~onoaically hanaed, with reapect to ~·· 

eupp.~.y ~~~ tranaportat1c.n ehArqe•, •• a re•ult ot the curtailaent. 
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33. Tbe Florida DJvtalon'a existing tariff waa developed when 

it waa unclear what flexibility would be deaired or needed by 

tranaportatiOD cuata.ar•. AA ind1catt.d in Para.c;raph 26 

liereinabove, tlu1b1lity ll"Uet he a key component ot any 9•• 

utility'• tr&Diportation tarltt. Many ot the f'lorl.da Diviaion'• 

transportation cu•ta.er• only transport the baaeload portion ot 

their 9•• requlr..-nta. The balance ot the 9as required tot t 'beae 

c\lat01aera i1 1upplled under a aale1 rate schedule. Thu1, billin9 

be.cau•e the C'\llte~Mr conauaaa all auch acheduled vo,luaes, thereby 

payinq tor aervic.e• actually received. However, tor c\latoaera who 

are trauporti.nq all ot th•ir qaa needa, actual conal.UIPtion may 

fluctuate greatly on • day-to-day ba11 . On any apecitic day, auch 

cha Qea for 9aa achedu.led but not cons~d. By bein9 b1lled on the 

basil of. actual deliveries, ae propoaed by th- Gas "'ranaportation 

Aqr ... nt with Al\ai.X1 the CUt1t011•r would pay apecitlcally .tor the 

eervioea actually received t.ra. the local diatribution co.p.ny. It 

beara .. ntton that all ot the C'lorida Diviaion'• sales custoaers 

t re cu.rrentl v bi.lled on actual Caetered) u•e (see Section 5.4, 

General lt.L!lea and llequlatione, Sheet No. 28 of exiatinq tariff'). 

Cheaapeake au.baita that billing AlWIUlX .tor transportation ser·J!ce 

baaed on actual consumption 1e f&ir and reaaonable. 

34. The Florica Division's current tariff' doe• not o.ddresa 
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what would happen with transportation cuatomera in a curtailment 

event cauaad by a peak us&CjJe evant on the rlorida Division's 

distributiOD ayst... However, if the Florida Division is unable to 

pertona tbe tunctiou required of it under the contract with a firm 

transportation cu.toaer due to a curtailment situation on the 

Florida Diviaion'a diatribution aystem, it ia only tair that the 

custa.er not be eoonoadcally penalized, with respect to qas supply 

and tran•portation costa, for evente which occur on that aystem 

that are outaide ot the cuat~r' s control. An example would be an 

extr ... weather evant necessitatinCiJ curtailment ot tirm deliver es 

to 1nduatr1al cuata.er• by tt •• Florida Diviaion in order to serve 

the need. ot reaidantial and small co~~ercial cuatomera. In such 

circu.ataoce, the Florida Division may not only need the inUustrial 

cuet~r•' qaa aupply, but also their aaaiqned transportation 

capac! ~Y on FGT' a ay•t• to transport the addi tio,.c.l qa" supply to 

the diatribution ayat•. The Florida Division has not had a 

curtait.ent on ita ayat .. aince the Christmas 1geg freeze, which 

transpired prior to tbe ~l ... ntation ot transpor~ation services. 

It the rlorida Division were to have a curtailment occur today, 

caused by an event on ita distribution aystam, it would treat all 

ot its transportation customers similarly to the aethod 

specifically delineated in the proposed Aqreement with Aluaax. 

Therefore, although tbia provision is specifically aet torth in the 

Al~x Aqre ... nt but 1• ailent in the current ~aritt, the rlorida 
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Division will, without undue dilcrlaination, treat all of ita 

tranaportatiOil cu..U..ra aiailarly. Chesapeake sublaits that it is 

fair and r .. aoaahle to keep all transportation cu.to.era whole with 

respect to gaa .upply and transportation charqes in a curtailaent 

event OD tbe Florida Diviaion 1ystea, as specifically 1et forth in 

Cbeaapeake respectfully reque1ts that the 

a) addre•• tbia Petition on an ur;ent, expedited basis, in 

a llaited proceeclin;, pursuant to Section 366~076(1), Flori ....a 

Statutea, a.inq it• propo•ed a;ency action procedures; 

b) approYe Cbea~ke'l restruct~red rates, as aet forth in 

tbia Petitioa aDd iD &•blbit •t• hereto1 

c) approve Cheaapeake's Gas Transportation Aqre .. ent• with 

INC - Aqrico co.pany aDd Alu.ax Extrusions, Inc., ~s set forth in 

this Petition and in Exhibits •s• and •6• hereto; and 

d) ;rant such other relief as the Coa.iaaion deema 

appropriate. 

au.blli t ted, 

yne L. sc • • 
lorida Bar No. 265047 

Gatlin, Schiefelbein ' Cowdery 
1709-D Mahan Drive 
Tallahassee, rL 32308 
(8~0) 877-5609 

Attorneys for Chesapeake 
Utilities Corporation 
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