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PETITION OF PEOPLES GAS SYSTEM
FOR APPROVAL OF TARIFF MODIFICATIONS

Peoples Gas System ("Peoples", "Petitioner" or the "Company"), by its undersigned attorneys, files this petition for approval of modifications to its Natural Gas Tariff, Original Volume No. 3, relating to alert days, unauthorized overruns, and a Pool Manager's failure to deliver make-up gas after an event of force majeure, submits herewith revised tariff sheets to become effective the date of the Commission's vote, and in support of its petition states:


1.
The name, address and telephone number of the petitioner are:



Peoples Gas System




P. O. Box 2562




Tampa, Florida 33601-2562




(813) 228-4111


2.
The names and mailing addresses of the persons to whom notices, orders and correspondence regarding this petition are to be sent are:



Ansley Watson, Jr.



Ms. Angela Llewellyn



Macfarlane Ferguson & McMullen

Regulatory Affairs



P. O. Box 1531



Peoples Gas System



Tampa, Florida 33601-1531

P. O. Box 2562



Tampa, Florida 33601-2562


3.
Peoples is a natural gas local distribution company ("LDC") providing sales and transportation delivery of natural gas throughout most of the State of Florida, and is a public utility subject to the Commission's regulatory jurisdiction under Chapter 366, Florida Statutes.  

4.
By this petition, Peoples seeks the Commission's approval for certain tariff modifications designed to (i) correct inconsistencies among the unauthorized overrun provisions of various rate schedules, (ii) correct inequities in the Company's provisions relating to charges imposed for overburns and underburns on alert days, and to the disposition of the revenues derived from such charges, and (iii) provide a more realistic penalty for a Pool Manager's failure to deliver make-up gas to the Company after an event of force majeure.  
BACKGROUND

Mechanics of Gas Delivery

5.
On a daily basis, an individual transportation customer (or any interruptible sales customer) nominates, and Peoples schedules, a quantity of natural gas to be delivered by Peoples to the customer's facility.  The quantity nominated by the customer is both the amount to be transported on the interstate pipeline for delivery to Peoples' system, and the amount to be delivered by Peoples and consumed by the customer.  Each day the transportation customer (or interruptible sales customer) actually consumes, or burns, a quantity of gas which may or may not be equal to the quantity scheduled for that day.


6.
The procedure and results outlined in paragraph 5 above are basically the same for a Pool Manager serving a pool consisting of a number of transportation customers, except that the Pool Manager nominates, and is required to supply, the gas for all customers in the pool.

7.
Historically, interstate pipelines' tariffs have contained a number of provisions addressing differences between the quantities of gas scheduled for a day and the quantities of gas actually consumed on that day.  Although these provisions are generally couched in terms of penalties or additional charges to a shipper for such deviations, they are really tools to manage the quantities of gas being put into the pipeline by shippers and the quantities being taken out by those same shippers.  A balance between the gas input and outflow on a pipeline is required not only for operational reasons, but also because the price of gas varies from day to day during any month, sometimes significantly.  Some of the tools used by pipelines as incentives to shippers to maintain the required balance between gas received and gas delivered are book-out or cash-out of monthly imbalances between receipts and deliveries, operational flow orders and alert day charges.

8.
Peoples' tariff currently contains similar tools to maintain a balance on its own system.  Balancing Peoples' receipts and deliveries may be even more important than it is for an interstate pipeline since imbalances can result in additional costs to Peoples which are recovered from non-transport customers through the Company's Purchased Gas Adjustment Clause ("PGA").

First, the interstate pipelines with which Peoples is interconnected no longer sell gas.  They merely transport and deliver gas purchased by end-users and local distribution companies such as Peoples.

Second, under the tariffs of the interstate pipelines which deliver transportation customers' gas into Peoples' system, Peoples is the "delivery point operator" at each point on its system where gas is received, whether the gas is for the account of a transportation customer or for Peoples' system supply.  As the operator of these points, Peoples is responsible to the interstate pipeline for maintaining a balance between the quantities of gas delivered into, and the quantities of gas taken out of, its distribution system.  When a transportation customer is out of balance (i.e., delivers or consumes more or less gas than it nominated and scheduled), Peoples must adjust its own nominations for gas used for its firm and interruptible sales customers in order to keep its entire system in balance.  These adjustments have an impact on the cost of gas and pipeline capacity Peoples' recovers through its PGA, particularly on alert days.

Unauthorized Overrun Gas
9.
Currently, Peoples' Rate Schedules SIS, IS and ISLV provide that any gas taken in excess of the volume allocated to a customer in an interruption or curtailment order is considered unauthorized overrun gas, and that the Company will bill the customer for such unauthorized overrun gas at the greater of five times either (i) the highest Gas Daily mid-point price for gas delivered to a Gulf Coast pipeline plus Florida Gas Transmission Company's ("FGT's") FTS-2 reservation, usage, fuel and applicable surcharges, or (ii) the Gas Daily FGT Florida City Gate price for gas, for the calendar day on which the unauthorized overrun gas was taken.   This provision is also contained in Peoples' Rider ITS, which applies to all customers taking individual transportation service from the Company.

10.
Although the provision with respect to unauthorized overrun gas contained in Rider ITS is applicable to all individual transportation service customers, Rate Schedule CIS (which applies to individual transportation customers) contains a contrary provision stating that unauthorized overrun gas will be billed at the greater of $1.50 per therm or the rate per therm imposed on the Company by its pipeline supplier.

11.
Rate Schedule OSS, and the Company's standard form Contract for Interruptible Natural Gas Service, each of which applies to individual transportation customers, contain the same provisions for unauthorized overrun gas as are found in Rate Schedule CIS, provisions which differ from the general rule of the unauthorized overrun provisions of Rider ITS.

12.
The unauthorized overrun provisions in Rate Schedules CIS and OSS, and in the standard form Contract for Interruptible Natural Gas Service, that differ from the unauthorized overrun provisions of Rider ITS (and of Rate Schedules SIS, IS and ISLV) exist due to an administrative oversight; that is, Peoples simply failed to modify the inconsistent provisions of the involved rate schedules and of the contract at the time Rider ITS became effective.


Alert Day Charges and Revenues
13.
Currently, Rider ITS (which is applicable to all individual transportation customers) provides for the Company's giving at least 12 hours notice via e-mail or by posting on its internet web site of an alert day.  An alert day may be either an underage alert day or an overage alert day.  If the Company declares an overage alert day, any excess in a customer's actual takes of gas over its scheduled quantities is recorded in an alert day account for that day, and is subject to additional charges.  If the Company declares an underage alert day, any shortfall in a customer's actual takes below its scheduled quantities is recorded in an alert day account for that day, and is subject to additional charges.  Currently, overages and underages recorded in an alert day account are also included in the monthly imbalance amount to be booked out or cashed out by a customer at the end of the month in which the alert day account was established.

14.
Alert days are declared by the interstate pipelines with which Peoples' system is interconnected for the purpose of keeping the pipeline operational and in balance in terms of the gas coming into and being taken out of the pipeline system.  Peoples uses alert days for that and other purposes. 
15.
Currently, the charges for overages or underages (as applicable) for a particular alert day are:

Level



Alert Day Charge
0 – 6%


Zero

6.01 – 10%
The higher of (i) the highest Daily Midpoint price for gas in any FGT Zone as published in Gas Daily for the day on which the alert day account was established, plus FGT's FTS-1 100% load factor rate, or (ii) FGT's City Gate Delivered price for gas as published in Gas Daily for the day on which the alert day account was established.

10.01% or greater
Two times the higher of (i) the highest Daily Midpoint price for gas in any FGT Zone as published in Gas Daily for the day on which the alert day account was established, plus FGT's FTS-1 100% load factor rate, or (ii) FGT's City Gate Delivered price as published in Gas Daily for the day on which the alert day account was established.
These charges were designed to assist in seeing that Peoples' sales customers (primarily residential and very small commercial customers) who are subject to the PGA are not adversely affected by transportation customers who fail to balance the gas they deliver into Peoples' system with the gas they consume on an alert day.  
16.
Currently, Peoples' tariff provides that any revenues derived from the charges described above are to be netted against any pipeline penalties imposed on the Company for the alert day involved, and that any remainder (less any regulatory assessment fees attributable thereto) is to be credited back on a pro rata basis to customers whose takes exceeded their scheduled quantities for the alert day (when an underage alert day had been declared), or to customers whose takes were less than their scheduled quantities for the alert day (when an overage alert day had been declared).  In the event there are no such customers for the day in question, the remainder of the revenue derived is credited to the Company's PGA.
17.
For a number of reasons, the current alert day tariff provisions no longer adequately protect the PGA.  In addition, if the overburn or underburn by a customer has been recorded in an alert day account for a day, it should not be included in the monthly imbalance amount to be booked out or cashed out by the customer at the end of the month.
Pool Manager's Failure to Deliver Gas
18.
In order to serve a pool of transportation customers under Peoples Natural Choice Transportation Service Rider (Rider NCTS), a Pool Manager is required to enter into a Firm Delivery and Operational Balancing Agreement ("Firm Delivery Agreement") with the Company.  The Firm Delivery Agreement requires the Pool Manager to deliver to Peoples each day a quantity of gas sufficient to meet the requirements of all customers comprising the customer pool served by the Pool Manager.
19.
If a Pool Manager fails to deliver the gas required by its pool of transportation customers, Peoples must increase the amount of gas it purchases for the day, and is often required to pay a price for such gas exceeding the price at which it has purchased gas for its system supply sales customers who pay the Company's PGA.  This increases the average price of gas which these sales customers pay through the PGA.

20.
The Firm Delivery Agreement contains provisions intended to mitigate the impact of a Pool Manager's failure to deliver gas for its pool.  If, on any day, the Pool Manager fails to deliver any portion of the quantity of gas required to be delivered, and the failure to deliver is not caused directly by a force majeure event, the Pool Manager is required to pay to Peoples for the amount of the shortfall an amount equal to five (5) times the highest price for that day of spot gas delivered to a Gulf Coast pipeline.  This amount is credited to the Company's PGA.
21.
On the other hand, if the Pool Manager's failure to deliver is caused directly by an event of force majeure, the Firm Delivery Agreement excuses such failure but requires the Pool Manager – after the event of force majeure – to deliver (i.e., "make up") the quantity as to which it was excused as soon as possible at a rate of delivery reasonably established by Peoples.  As to any portion of such quantity not made up within 30 days after the day on which the quantity was to have been delivered (as such day may have been extended by the force majeure event), the Pool Manager must pay to Peoples an amount equal to $15.00 per MMBtu.  With the Company currently paying $15.00 per MMBtu for gas for system supply, the $15.00 "penalty" for a Pool Manager's failure to deliver make-up gas is no longer a sufficient incentive.  Further, to the extent Peoples must purchase gas at a price in excess of $15.00, the PGA is adversely affected by such failure.
RELIEF REQUESTED
Unauthorized Overrun Gas
22.
  Peoples seeks approval of modifications to its Rate Schedules CIS and OSS, and to its Contract for Interruptible Natural Gas Service, in order to make the unauthorized overrun provisions of such rate schedules and contract consistent with the unauthorized overrun provisions of the Company's other interruptible rate schedules.
  Legislative versions of the rate schedules and the contract, as modified, are attached to this petition as Exhibits A, B and C, respectively.  Peoples' failure to make these provisions consistent among rate schedules was an administrative oversight which the Company seeks to correct by this petition.
23.
Peoples also seeks the Commission's approval to clarify in its tariff that revenues derived from the charges imposed for unauthorized overrun gas are credited to the PGA.   That clarification is set forth in Peoples' Rider ITS, which contains other modifications to be discussed below.
Alert Day Charges and Revenues
24.
Peoples seeks approval for modifications to the alert day and monthly balancing provisions of its Rider ITS.  Those modifications will better protect the PGA from the actions of transportation customers who fail to abide by the tolerances set by the Company during an overage or an underage alert day.  They will also provide an incentive to such customers to better manage their takes of gas on alert days, while removing an inequity to the same customers by excluding overages or underages recorded in an alert day account from the monthly imbalance amount to be booked out or cashed out by the customer at the end of a month..  The alert day modifications for which Peoples seeks the Commission's approval may be summarized as follows:

a.
The alert day provisions in Special Condition 12 would be modified to require the Company to indicate in an alert day notice whether the notice applies system-wide, to a specified affected area of the system, or to one or more individual customers.  The provisions would also be modified to require that the percentage tolerance for deviations from a customer's scheduled quantities for the alert day be specified in the notice, and that no tolerance percentage be less than six percent (6%).


b.
The charges to be billed by the Company to a customer for an out-of-tolerance deviation between actual takes and scheduled quantities would be changed for all such deviations to two times the higher of (i) the highest Daily Midpoint price for gas in any FGT Zone as published in Gas Daily for the day on which the alert day account was established, plus FGT's FTS-2 100% load factor rate, or (ii) FGT's City Gate Delivered price as published in Gas Daily for the day on which the alert day account was established.  This is similar to the current charge for out-of-tolerance deviations which exceed 10.01%, and if approved by the Commission would apply to all out-of-tolerance deviations.

c.
Twenty-five percent (25%) of any revenues derived from alert day charges remaining after netting the same against any FGT penalty charges incurred by the Company for the same day (less any Regulatory Assessment Fees attributable thereto) would be credited back on a pro rata basis to (A) all customers subject to the alert day whose actual takes were less than their scheduled quantities for such day when the alert day was an overage alert day or (B) all customers subject to the alert day whose actual takes exceeded their scheduled quantities for such day when the alert day was an underage alert day.  The remaining 75% of such revenues (less any Regulatory Assessment Fees attributable thereto) would be credited to the PGA.
These changes are shown in legislative form on Exhibit D to this petition.

25.
Peoples also seeks the Commission's approval of a modification to the monthly balancing provisions of it Rider ITS to exclude any overage or underage recorded in an alert day account from the monthly imbalance amount to be booked out or cashed out by a customer at the end of a month.  This change is shown in legislative form on Exhibit E to this petition.
26.
Peoples believes the modifications with respect to the level of charges to be imposed in the event a customer fails to remain within the tolerance specified in an alert day notice, and the disposition of revenues derived from any such charges, are necessary to provide a greater incentive on an alert day for transportation customers to closely match their takes of gas to the amount they cause to be delivered into Peoples' system, thereby reducing negative impacts on the Company's PGA.  It is important to note that transportation customers who balance their nominated and scheduled quantities with the amount they consume on an alert day will not be affected by these proposed changes. 
27.
When a customer consumes less than the quantities it has scheduled for delivery on a day, Peoples is required to reduce the amount of gas it has scheduled for delivery to meet the system supply needs of its residential and other sales customers, thereby reducing the quantity of generally lower-priced, baseload gas used by Peoples to meet its system-supply needs.  When a customer consumes more than the quantity of gas it has scheduled for delivery on a day, Peoples must acquire spot gas, often at an elevated price, to make up the customer's shortfall, with the added cost being charged to the Company's PGA.  For example, a transportation customer could reduce its scheduled quantities during a weather-driven price spike (but consume more than it scheduled) and resell its gas elsewhere for a profit.  These consequences are magnified on an alert day.
Pool Manager's Failure to Deliver Make-Up Gas 
28.
Finally, Peoples seeks the Commission's approval of a modification to the Firm Delivery Agreement to address a Pool Manager's failure to deliver make-up gas after an event of force majeure.  One modification would increase the charge to the Pool Manager for any make-up quantities it fails to deliver from $15.00 per MMBtu to a charge per MMBtu equal to five (5) times the highest price for that day of spot gas delivered to a Gulf Coast pipeline.  This amount would be credited to the PGA to mitigate the Pool Manager's delivery failure, and is the same amount per MMBtu the Pool Manager would have paid for the delivery failure had the Pool Manager not been excused by force majeure from failing to deliver in the first instance.  The other modification would clarify that a Pool Manager's obligation to deliver the gas it was prevented by force majeure from delivering does not commence until after the force majeure event has ended.  The changes for which Peoples seeks approval are shown in legislative style on Exhibit F to this petition.
29.
Peoples filed on November 16, 2005 a petition similar to the instant petition.  The earlier petition (and the tariff sheets that accompanied it), which was pending in Docket No. 050874-GU, has been withdrawn by Peoples immediately prior to the filing of the instant petition.  The changes set forth in this petition and on the tariff sheets that accompany it were developed by Peoples after discussions with the Commission Staff and possible intervenors in opposition to the tariff filing in Docket No. 050874-GU.
WHEREFORE, Peoples respectfully requests that the Commission will enter its order permitting the revised tariff sheets submitted with this petition to become effective on the date of the Commission's vote disposing of this petition.






Respectfully submitted,







________________________________







Ansley Watson, Jr.







Macfarlane Ferguson & McMullen







P. O. Box 1531







Tampa, Florida 33601-1531







Phone: (813) 273-4321







Fax: (813) 273-4396







E-Mail: aw@macfar.com 







Attorneys for Peoples Gas System
�   Peoples would note that the revised tariff sheets which accompany this petition include several non-substantive changes, most of which are designed to correct typographical errors arising from a change in word processing software.
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