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PETITION OF PEOPLES GAS SYSTEM
Peoples Gas System (“Peoples” or the “Company”), by its undersigned attorneys and pursuant to Rule 28-106.201, Florida Administrative Code, petitions the Commission for approval of revisions to its tariff provisions governing the extension of mains and services to provide gas service facilities to new customers.  In support of its petition, Peoples states:

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

Peoples Gas System

702 North Franklin Street, 7th Floor

Tampa, Florida 33602

2.
The names and mailing addresses of the persons authorized to receive notices and communications with respect to this petition are:

Ansley Watson, Jr., Esquire

Macfarlane Ferguson & McMullen

P. O. Box 1531

Tampa, Florida 33601-1531

and
Angela Llewellyn

Peoples Gas System

P. O. Box 2562

Tampa, Florida 33601-2562


EXTENSION OF MAINS AND SERVICES
3.
Peoples extends main pipelines and service facilities in accordance with Rule 25-7.054, Florida Administrative Code, and the provisions of its Commission-approved tariff.  The rule requires each utility to maintain a standard policy governing the amount of main and service extension that will be made at no cost to a new customer.  It further declares that the amount of free extension invested by a utility should relate to the anticipated revenue to be received.  When a customer and the utility disagree regarding the amount of free extension to be made, the rule provides that the Commission will be guided by the maximum allowable construction cost (“MACC”).  The MACC is defined in the rule as being an amount equal to four times the estimated annual gas revenues to be derived from the facilities, less the cost of gas.  The rule provides, however, that a utility may establish policies that are more favorable to the customer.  


4.
The specific Peoples tariff provisions governing main and service extensions were most recently approved by the Commission’s Order No. PSC-94-1341-FOF-GU, issued October 31, 1994 in Docket No. 940960-GU.

5.
For facility extensions involving both mains and services, the Company's tariff defines the MACC to be five times the annual revenue to be derived from the extended facilities, less the cost of gas, and requires a deposit from the customer for the amount by which the estimated construction cost for an extension exceeds the MACC calculated for such extension. 

RELIEF REQUESTED

6.
Peoples proposes to modify its tariff rules and regulations governing main and service extensions to reduce the MACC (as calculated under the Company’s tariff) from five times the estimated annual revenue (less the cost of gas) to four times the estimated annual revenue (less the cost of gas).  The change proposed will be consistent with the Commission’s Rule 25-7.054, and will also help to ensure that the Company is not required to make extensions of mains and services to the detriment of its existing ratepayers. 


The Commission Rule

7.
Paragraphs (1) and (2) of Rule 25-7.054 require that (i) each natural gas utility “develop a standard policy governing the amount of main and/or service extension which will be made free to connect a new customer,” (ii) that “the amount of free extension made should be related to the investment that can prudently be made for the anticipated revenue to be received,” and (iii) that such standard policy be filed by such utility as part of the rules and regulations in its tariff. 


8.
Paragraph (3) of the rule provides that if a utility and a consumer cannot agree in regard to an extension, either party may appeal to the Commission for a review, and that the Commission, unless special circumstances prevent,
 will be guided by the general principles set forth in Paragraph (3) in resolving the appeal.  One of those general principles is the concept of the MACC for an extension, which the rule states will be four times the estimated annual revenue, less the cost of gas.  Paragraph (3)(c) of the rule appears to permit a natural gas utility to establish extension policies more favorable to consumers (presumably more favorable than those contained in the guiding principles set forth in Paragraph (3)) so long as no discrimination is practiced between consumers.


9.
Various Florida natural gas utilities have established extension policies pursuant to Rule 25-7.054 with different multipliers of the estimated annual revenue to be derived from an extension.  For example, City Gas Company of Florida and the Central Florida Division of Chesapeake Utilities use a multiplier of six, St. Joe Natural Gas uses a multiplier of 10, and Florida Public Utilities Company uses a multiplier of four, consistent with the guiding principle set forth in the Commission’s rule.  Peoples seeks to reduce the multiplier set forth in its extension policy to four for purposes of calculating the MACC, and submits that such reduction is consistent with the guiding principle set forth in the Commission’s rule.


Effect on Peoples’ Customers


10.
 As mentioned in Paragraph 6 above, the reduction of the multiplier will also help ensure that Peoples’ existing customers are not detrimentally affected by the multiplier used to calculate the MACC for extensions of the Company’s facilities needed to serve potential new customers.


11.
Most of the facilities extensions needed to serve potential new customers are to serve commercial customers.  Exhibits A (using the Company’s existing five-year multiplier) and B (using the four-year multiplier for which approval is sought) attached to this petition show estimates (based on current economic conditions) of the effects on the Company’s existing customers for typical extensions for typical commercial customers in the commercial rate classes.  As indicated by these two exhibits, extensions using a five-year multiplier generally produce a return on equity below the Company’s currently authorized range, while those using a four-year multiplier would generally produce a return on equity at or slightly above such range.  Clearly, under current conditions, extensions using the existing five-year multiplier would have the potential to adversely affect the Company’s existing ratepayers.  Peoples seeks to avoid such potential by reducing the multiplier used to calculate the MACC for extensions to serve new customers from five to four.


REVISED TARIFF SHEETS
12.
Revised tariff sheets reflecting the single modification to Peoples’ main extension policies for which approval is sought accompany this petition.  Legislative copies, showing that change are also filed herewith.

WHEREFORE, Peoples Gas System respectfully requests that the Commission grant the relief sought by this petition, and enter its order approving the modified tariff provision which has been submitted with this petition, such approval to become effective as of the date of the Commission’s vote.

Respectfully submitted,

_________________________________________

Ansley Watson, Jr.

Macfarlane Ferguson & McMullen

P. O. Box 1531

Tampa, Florida  33601-1531

Telephone: (813) 273-4200 or -4321

Facsimile: (813) 273-4396 or -4397

E-mail: aw@macfar.com 

Attorneys for Peoples Gas System

� 	Nothing in the rule suggests what may constitute “special circumstances” that may “prevent” the Commission from being guided by the principles set forth in Paragraph (3) of the rule in resolving a disagreement between a utility and a consumer with respect to an extension of facilities.








