FLORIDA PUBLIC SERVICE COMMISSIOM

FLETCNER BUILDING
101 EAST GAINES STREST
TALLANASSEE, FLORIDA 32399-0850

MEMORANDUM
July 23, 1991
203 : DIRBCTOR, DIVISION OF RECORDS AND REPORTING
o srvieros or e smvices ssomn OB/ (s 2T
REs DOCERT NO. 910701-GU - INVESTIGATION INTO THE APPLICATION

OF THE VLEXIBLE RATE SCEEDULE OF FLORIDA DIVISION OF
CEESAPEAKE UTILITIES CORPORATION (FORMERLY CENTRAL
PLORIDA GAS COMPANY).

AGENDA: AUGUST 6, 1991 - CONTROVERSIAL AGENDA - PROPOSED AGENCY
ACTION - PARTIES MAY PARTICIPATE

In Order No. 14965 (Attachment 1), issued September 17, 1985,

the Commission approved modifications to the interruptible rate
schedules of three natural gas utilities; Peoples Gas, West Florida
Natural Gas, and Central Florida Gas Company, which is now the
Florida Dl.vl.slon of Chesapeake Utilities. In that order the
Commission zed that the utilities were in danger of losing
a significant portion of their interruptible load to lower priced
alternate fuel sources, a circuamstance that did not bode well for
the economic viability of the utilities.

« » s[L)loss of significant interruptible load
by a utility could result in a request for
relief that would seek to have the remaining
investasent (after reductions for that plant
not used and useful) and costs borne by the
remaining customers through higher rates.

The Commission approved the establishment of a separate class
of customers, the "Contract Interruptible Service Customers” (CIS),
and permitted the utilities to offer competitive discounts to the
nev class of customers. The discounted rates could be as low as
the cost of gas, plus applicable customer charges, conservation
cost recovery charges, franchise fees and taxes. The new rates

id the utilities the flexibility needed to compete with
alternate fuels and to address potential bypass by their
ible customers.
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The Commission recognized that the new "flexible" rates would
benefit both the utilities and their non-interruptible ratepayers
by retaining interruptible load on the utility system, but it

the utilities to absorb all losses of revenue associated
with the rate reductions under the new rates.

In 1988, thres ysars after the flexible rate tariffs were
first approved, Peoples Gas System, Inc. petitioned the Commission
for modification of its tariff to provide relief from the revenue
losses the company had experienced in the implementation of its
flex rates. In Order No. 20529, Docket No. 881341-GU (Attachment
2), issued December 27, 1988, the Commission approved the tariff

modifications that Peoples suggested, including a "Competitive Rate
Adjustment Clause®™. The competitive rate adjustment clause
provided a mechanisa by which the utility could recover any revenue
shortfalls that resulted from the use of the flexible rate tariff
from its other ratepayers, the non-CIS customers. The clause also
permitted the utility to refund to non-CIS ratepayers any revenue
surplus the utility collected from the application of the tariff in
times wvhen the market for alternate fuels permitted the utility to
raise its flexible rates above the usual tariffed rate. The tariff
modification would, the Commission said:

+ « « permit PGS to recover revenues lost due
to rate reductions to contract customers. The
utility's proposal also presents the
ty for non-contract customers to
realize a reduction in rates through refunding
of luses if natural gas again achieves a
competitive advantage over alternate fuels
used by the utility's contract customers. . .

We feel that the utility's proposal meets
our concerns regarding flexible rates: that
change to flexible rate provisions be
.qui.ubh to all parties, including flexing
ratepayers, non-flexing ratepayers and
shareholders, that it be limited to deal only
with the refund or recovery of revenues that
result from applying a rate other than the
le tariff rate, and that the
provision not be designed to allow recovery of
lost revenues that result from any changes of
volume of sales or other outside influences.
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The Commission's decision in Order No. 20529 set the standard
for other utilities to follow, and thereafter West Florida and
Chesapeake received Commission approval for modifications to their
flexible rate tariffs. The tariffs were similar to Peoples Gas,
but with what has become one significant difference. Peoples'
flexible rate tariff recovers all revenue shortfalls from non-
contract interruptible ratepayers, and refunds all revenue
surpluses to them. West Florida's tariff and Chesapeake's tariff
both provide, however, that the utility and the utility's non-

interruptible ratepayers will share the burden of
recovering the revenue shortfalls that occur when the company is
forced to lower its flex rates below the usual tariffed rate.
Concomitantly, the tariffs provide that both the utility and the
utility's non-contract interruptible ratepayers will share the
benefit of recovering the surplus when the market for alternate
fucls permits the company to raise its flexible rates to contract
interruptible customers above the usual tariffed rate.

's Contract Industrial Interruptible Service tariff
(Attachment 3), which was effective July 9, 1990 provides;

The non-fuel charge for service hereunder
shall be subject to the flexible pricing
mechanism described in the Rates section of
this Rate schedule. It is the intention of
Company that this e shall be determined
based wupon competition with Customer's
‘alternative fuel. . . . The non-fuel charge to
Customer shall be determined by Company based
upon Company's evaluation of competitive
conditions. . . . Company may from time to
time increase or reduce the non-fuel charge as
it desms necessary or appropriate to compete
with alternate fuel, but shall have no
obligation to do so. . . Original Tariff Sheet
’“o ‘.-‘90

When the Commission approved Peoples' flexible rate tariff
modifications, it did so because Peoples had been forced to lower
its rates to retain its interruptible customers, and it had
experienced significant revenue losses as a result. Unlike
Peoples, Chesapeake has never flexed its contract interruptible
rate downward to be competitive with its customers' alternate
fuels, and it has thus never experienced any revenue losses.
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Nevertheless, since September of 1990, the company has flexed its
interruptible rate upward, and has been collecting surplus revenue
from all of its interruptible customers, which it intends to split
with its other ratepayers. (Attachment 4)

Chesapeake contends that its contract interruptible rate
tariff permits it to raise its rates to its contract interruptible
customers and its regular interruptible customers, even though it
has never experienced any revenue losses associated with the
application of its flexible rate tariff. sStaff contends that
Chesapeake Utilities is interpreting the provisions of its tariff
in a manner that is inconsistent with the Commission's policy and
intent in approving the competitive rate adjustment provisions of
interruptible rate tariffs. The company is reserving the
incremental revenues received as a result of the flexible pricing
m:lun of its tariff pending the Commission's decision on this

I88UR 1t Is Chesapeake's interpretation of the competitive rate
adjustment provisions of its tariff consistent with the
Commission's intent in approving those provisions? In other words,
may a natural gas utility increase its contract interruptible rate
without having first incurred revenue losses associated with a
decrease in the contract interruptible rate?

lw-l No. Chesapeake Utilities has interpreted the
competitive rate adjustment provisions of its tariff incorrectly.

Competitive rate adjustment provisions are only intended to recover
revenue losses that result vhen a natural gas utility is forced to
reduce its contract interruptible rate to compete with the
alternate fuel market.

EZAFY _ANALYSIS: Under a competitive rate adjustment clause, a
utility may recover from its non-contract customers the revenue
shortfalls that result from discounted contract interruptible
rates. The difference between the discounted rates and the actual
interruptible rates established in the utility's last rate case
based on the cost of service study is multiplied by the volumes
billed each year ending September 30. That amount is then
recovered from all other non-contract customers during the
following year. The utility may, at its option, defer all or a

—‘—
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portion of the recovery to a subsequent period. A competitive rate
adjustaent clause may also provide that the utility and the non-
m.:ltl ratepayers will share the burden of recovering the

¥When the market for alternate fuels permits, a utility may
adjust its contract interruptible rates above the actual
le rates established in the last rate case, and thus
collect revenues from its contract interruptible customers that
exceed the utility's cost to serve those customers. When a utility
collects a surplus, the utility reduces rates to its non-contract
customers the following year by the amount of the surplus. If the
utility and its non-contract customers have shared the revenue
shortfall burden, both will recover a share of the surplus.

The surplus revenues are intended to be used to offset prior
revenue shortfalls. They are not intended to provide either the
non-contract ratepayers or the utility a windfall at the expense of
the utility's contract interruptible customers.

& Section 366.03, Florida Statutes, states in relevant part
that;

All rates and charges made, demanded, or
received by any public utility for any service

. rendered or to be rendered by it, and each
rule and regulation of such public utility,

shall be fair and reasonable. No public
utility shall make or give any undue or
unreasonable preference or advantage to any

m or locauty, or subject the same to any
unreasonable prejudice or

Mlntm in any respect.

The Commission has the authority and the responsibility to ensure
the implementation of the statute's directive, and to ensure that
all tariffs filed public utilities, as well as its own policies
and decisions, are ted in a manner that is consistent with
the statute’'s intent. Sections 366.04 (1), 366.05(1), 366.06(2),
366.07, and 366.076(1), Florida Statutes.

Chesapeake Utilities and its non-contract ratepayers have
never experienced a loss from the operation of the utility's
flaxible rate tariff, and therefore they may not benefit from the
m_ Such a practice disrupts the regulatory balance between

ity and ltl rluplyorl, and it is discriminatory.
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Rates that are based on the cost of service are the means by
which revenue deficiencies are allocated between rate classes. The
cost of service concept in ratemaking strives to achieve parity
between rate classes vherever possible. If Chesapeake is permitted
to flex its CIS rate up, without having had to flex its rate down,
its contract interruptible class of ratepayers makes a contribution
to the cost to serve that is greater than its proportional share.

A fundamental purpose of ratemaking is thus lost.

As Commissioner Gunter explained during a discussion of West
Florida's competitive rate adjustment clause at the prehearing
conference in West Florida‘'s rate case:

Because once it balanced it doesn't appear
that it would be proper to regquire ... that
shifting to other classes of customers. Then
it goes in the pot and you certainly would
want them to be at a parity basis -- in
regulatory theory you don't want anybody to
make a contribution greater than their
proportional share would be, interruptible or
othervise.

Transcript of Prehearing Conference in Docket No. 871255-GU, p 27
(Attachment 5)

At the hear in that rate case, the panel, Commissioners Gunter,
Herndon and Wilson, accepted the agreement of the utility and staff
on all issues as developed in the prehearing order. That
prehearing order was based upon the understanding of the prehearing
officer as quoted above.

Staff recommends that the Commission direct the Florida
Division of Chesapeake Utilities to interpret its contract
interruptible rate tariff in a manner that is consistent both with
the Commission's intent as explained above, and with the intent of
section 366.03, Florida Statutes.

ZB8UR 2 Should Chesapeake Utilities Corporation, Florida Division

be required to refund the surplus revenues collected from its
I.ntorn:ptlbh customers?
RECOMMENDAT IONM s Yes. Chesapeake Utilities Corporation should

be regquired to refund, with interest, the surplus revenues
collected from its interruptible customers.
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SIAYY ANALYSIS: From September, 1990 through February, 1991,
m utilities has collected more than $600,000, including
in surplus revenues froam all of 1ts interruptible
m w s interpretation of its flexible rate tariff
has had a discriminatory effect on those customers, and it has
a windfall for the utility and its other customers. The

ty must be corrected and the revenues refunded to the
interruptible customers, with interest, pursuant to the provisions
of Rule 25-7.091, Florida Administrative Code.

ISSUR 3: Should this docket be closed?

] Yes. If no request for a hearing is timely
filed, this docket may be closed vhen the protest period has run.
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STAYY ANALYSIS: From September, 1990 through February, 1991,
m utilities has collected more than $600,000, including
in surplus revenues from all of its interruptible
m Chesapeake's interpretation of its flexible rate tariff
has had a discriminatory effect on those customers, and it has
a wvindfall for the utility and its other customers. The

ty must be corrected and the revenues refunded to the
interruptible customers, with interest, pursuant to the provisions
of Rule 25-7.091, Florida Administrative Code.

I8BUR 3: Should this docket be closed?

RECOMMENDATIONM : Yes. If no regquest for a hearing is timely
filed, this docket may be closed when the protest period has run.
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ia re: Petitien of Pesples Gas Systea, DOCEET WO. §5020)-00
ine, for appcoval of modifications te

)
)
its Mate Scheduls 18. :
SOCEET WO. 030204-GU

Cogpesation for medification of
interzuptible ochedule and request :

fot esetgoaey ceasldecatlen.
)
BOCKET NO. 03021)-C0

Gas Cocpecat for approval of ORDER MO. 14%3
ssditications te ite rote schedule IIS. ' ISSUERD:  9-17-93

Coamisei tied in the di
Ei e Nlll.l-l enere por pated in sposition

: JONN R. WARES, Chairman
; JOSEPE P. CRESES
GERALD L. GUOTER

Beoties is Decody ves by the Plerida Public Service
Coanissleon that the aect| discussed bhesein is prelimimary ia
satere and will son whose intecests are
eubstantially atfected (files & poti Loz formal procesding
purouent te Mle 25-32.29, rlecide Administrative Code.

theizr separate petitiens, Guif Netuwral GCas Corporation
Wotucel) (Dochket Ne, 038204-GU), Pecples Gas Systesm, Inc.
{Posples) (Dechet Ne. 03020)-GU), and Central Plorida Gas
3.'.!“! ({Contsal Pleorida) (Dechet No. 030213-GU) oseek
£ to their isterruptible cate oschedules that would
allow thea te adjust the rakes chacged individual iaterruptible

sustonsce in ectder Lo compete with sltecmate fwels available te

3 these custenere. There are veristiens ia the regquested relief,
et generally they sesk the (lezibility te meet the price of an

slternate fwel available te aa intecveptible customer by lowvering

theicr rote te that custemer Lo the emergy charge plus customer

ehasge, If any. Under cach of the preposals an interruptible

an asttidevit .uu:! the seurce of the altersate fuel and its
* esat, Oulf Bater snd Ceatral Flezids sesk permission to
"lmlt eliainste their son-fuel onecgy charge, L€ necessary
+ while Peoples ashks that it be required to charge a
“.Ill— 1£ noa-fuel energy charge, plus aay asppliceble customer
9.

e ceapidered ult Natucal’s potition ot our May 21, 199035

Conference and determined te ssspend (te ed tariff
further llll!-l.. ml':' use OCulf

ssdilicstions pending
Botural alleged It might lsee the largest of Its two
d Anger ible custessrs waless it received emergency relief, wve
uc:: the proposed teriff ea oa finterim basies pending our
tinsl o1 itien of the matter. We alee spproved Pecples’ and
Contral Florida‘’s proposed tariffs em aa isterim besis and
anasunced we would teaporarily epprove eimilar taciffs for the
renaining notural gae utilities, 1f vequested to.

Oull Wetural'es petition states ite specific preblem cequicing
sollef, ond wgenerally (illustrastes the problem confroating
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coguilated aastursl gas distcributien wtilities im rlocida. IL
sl loges: d i

*i Sulf Weteral bhas eperating divisioas (a Pemama City,
and @cale, ﬂ.:“l. 119 —'mi:‘::“ 9as llu:“:h;
intecotate prices gegulated Pedeca L]
M'L and sells satural gas Lo retall customers
pECaveat zete schedules appreved by this Comaission.

2. Ssles to Sswthwest Porest [Endustrles (Soulhwest), an
=, industrial custessr end the wtility's lacgest cusiomer, account
- for sales msader its Intersuptibie schedule of moce tham 900,000
B theras por menth, of apgcesisetely 388 of total cempany sales.

5. Sesthwest, like other ladustcial wsers of gas, has
ability te ceavert its L1itles te the use of 06 fuel oll.
wetegal cenpets with the pclce of §#6 oll to

|

coguest (oc emecgeacy cellef,
peice of available 06 oll had
bagesl, vhich Lo the equivaleat of
: @uif Metucal’s thea-appcoved
shece, laclediag the current -

aad aea-feel components.

% e o6 35 o0 R . il aeat
. i ; ™
i it bod to ceapets lamedistely Secsuse the ladusicial

the altersate fuel, veuld face
csaverting back te satucal gee, which cesld

sl
bave - & dovestating effect wpen GCulfl Natural and,
e Spen its other sustesers. Specifically, Gulf metucal
based wpon 19804 data, its sanval WOl would
deep fren 915,576 ce 544 and dts 1J-soath average rete of
Eotaes would ocede frem 9.268 o 5.79% Af Southwest's &kiln
g oot foc 12 menths, Gulf Mitucal stated that aay
ssuiting adjestaset ia cotes weuld cequice other customecs and

Peaples and Contral Florida fece olmllac situstions. Peoples
267 dadustcial or iateccuptible cwetomecs who
have alternste fuwel capabllities sand whose
459,000,472 therma oc 3648 of system
Septeoabher )0, 1904, Of these, 29
svitching to 06 oll sad theic conswaption
ashout IS0 ot»l:- system‘s sales in
e isterruptible sales equalled 04V
-ssath pecled eaded Apcil Y0, 1905
e to feour custemers able Lo switlch
u‘.mlu and Ceatcal rlecida
suptible lead will adverssly affect
comaining custemers.
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and Gcale, Flecida. It putchases aatucral gas (rom the

iatecotote ise ot prices cegulated by the Pedecal Eaecyy

Begulatecy . and selles satecal gae Lo cretall customers
pucssast te cate schedules approved by this Commission.

2. Ssles te Seuthwest Pecest Industries (Southwest), an
Liaduetrial custeser and the wtility's lacgest customer, account
for sales sader its Intertuptible achedule of more them 900,000
therns per mesth, o¢ appresisstely 38% of total coapany ssles.

3. Seuthwest, like other Industcial uwsecs of gas, has
the ability te ceavert its Litlies to the wse of 06 (uel oll.
Sult Sstaral suit therefese compete with the pcice of #6 oll to
C T T
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i differential belveen the price of delivered matural gas and that
{ of Lha the squivaleant 06 oil energy places significant portions
! of thelir (ndustrial seles in reel jeopardy. of being lost. A®
{ else all.rl by the distribution companies, significant portiomns
! of coats their opecations are recovered thr

! - sales te (sdustrial custemere aad, therefore, the L]
viability of these wtilities rests in large part on their ability
te gesarste fevenses lu. thelr Iasterruptible customers. :.utly‘

lltﬂr [ { uu te foreses that the loss o
olpl.r -tnn’tllu.r 8 wtility could result in @
for celief that mu seeh to have the tmul“

lmcl.-ﬂ. f(after reductions for that plant not used aad usefu
and costs borae by the remalning custosecs through higher cates,

! A0 alleged Dy the wtilities, the threatened loss of
= intorcuptible lead Lo due te the sacreving gap between the price
i of astecal and the altermate fuels. Whatever the cawses of
| Lhat aarrowing gap, we shall moL wait watil sigaificant loade
! bave boen lest Lo act beoceuse such losses could aversely affect
: both the wtility oad (ite ceseining custemers and be
lerevecsible. Acceocdiagly, ve prepese Lo provide the petitioners
ia Lhia case and the temaining regulated matwral gas stilities,
; it dosire it, vith the Clexibility they need to compete vith
the al fuels available te their interruptible customers.

Istecvuptible custemers are osomevhat wnique among the
sustoner clesses i that the tariff of each regulated natural gas
-umy in rierida roeguiczes that intercuptible custosmers have an

altermate fuel te supplont Lhe nmatural gas during periods of
lm"l'tlﬂ. Sased on Ite Individual requitements, an
Intercuptible customer may select propane, 02, 13, or #6 oll,
anong others, as Its altermate fuwel. Thue, each interruptible
custonsr may be uaigue wvith respect teo its cteasons for selecting
& given alternate fuel. BSome say requicre the flexibility offered
by the bigher cost propene and #2 fuel oil altegmatives, while
others are able to wse the lewer-cost §6 oll.

Amsng the facters the Commission shall coasider wvhea fixing
r fale, Just ond creasonable rates, Sectlon 366.06(1), rlorida
Statetes, specifically enumerates °value of service.® Although
value of setvice is & subjective concept, we bellieve that each
interruptible customer, by ite selection of an alternative fuel,
indicates the relative value It placed on creceiving natural gas
segvice, ructhormoce, weo OGelleve the value of service a0
asssuced by Lhe Lype of alternate fuel selected and the price at
which it can be obtained are nlllclntll adequate Indicators to
wagrant vecistions iIm the ©cates offeced to intercruptible
custesere,

Waile we ohall aulherise pricing flexibility teo the
isterruptible customers, we disapprove the proposed modifications
that would cesvit (a cate variations vithia the existing
intetruptible classes. Rather, we shall authorize the
petiLionsrs and Lhe resaining regulated ges utilities to subsit
taritee nublloun a separate class for °Coatract Interruptible
Secvice Customers.® Under this tariff a wtility mey offer an
istecruptible customer & contract rate that ls as lov ae the cost
of yas, plus custoser charges, If any, in order to compete with
alternste fwels. ERach wtility ehall devise procedures for
inplonenting ite tariffe, which vill be subject to our reviev for
prudence and cessonableness. As asgqreed to by the petitioners
they shall book all Contract Interrvptible sales at the reqularly
approved intercruptible rate and separately book the competitive
contract discounts from Lhe approved rate.
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By 0msEa of the Plerids Public Secvice Commiasien, this _1m

doy September, 1905.
Commission Clérh
(sBAL)
y -r

The ida Public Secvice Commission e cequiced by Section
120.5914), Plecide Siatutes (Supp. 1904), te m“‘ pactien of
; aay aduiaistrative heoring of Judiclal rceview of Comailssion
r : ocdors thol may be avallable, as well as the proceducres and time
Jimits thet epply te osuch fucther proceedings. This netice
! should aot bo constrved ae an eondorsement by the rlorida Public
Servies Commission of say request mor should it be coastrued as

on iadicatien that such request will be granted.

T™he aclion propesed herein is preliminary in nature and will
st become effective or fimal, except as provided by Rule
15-22.29, rlerida Administrative Code. Any person adversely
affected by the action proposed by this order say file a petition
for a fotmal procesding, a8 provided by Rule 23-22.29(4), Plorida
Aduiaistrative Code, In the form provided by Rule 25-22.36(7)(a)
ond (£), Plecida Administrative Code. This petition must be
seceived by the Commission Clerk at hie office at 101 East Gailnes
Sireet, Tellahassee, Plorida 32301, by the close of busimess oa
October 0, 1903, In the absence .5 such a petition, this order
shall becose effective October 9, 198035 as provided by Rule
29-22.29(6), rlocida Adainistrative Code, and as reflected In &
subsogquent order.

If this order becomes final and effective on October 9, 1903,
any party adversely affected may request judicial reviev by the
rlecids Supreme Court the filing of & notice of appeal with
the Commission Clerh the Ciling of & copy of the notice and
filing fee vith the sBupreme Court. This filing must be completed
withina 10 days of the effective dote of this order, pursusnt to
Bule 9.110, Plocida Bules of Appellate Procedure. The notice of

I sust be in the Lorm specified in Rule 9.900(a), rlorida

Mules of Appellate Procedure.
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& lnn_.o»oln supply of fuel,
capacity in excess of the then
gas service and
guantity of

’Li!n‘%rﬂiﬂ!‘:! ect to the

. BSchedule. It is the intemtiom of that this charge shall be
B <ot ! iiiﬂi vith Customer's alternmative fuel.

l-nln. the other provisions of this Rate Schedule, the
s 2 contract with an interruptible customer to
under tsrms other than those set forth herein;
; nr_-p y such contract shall be subject to approval by the
a Public 8§ Commission, and the Commission shall have
jurisdiction over the rates charged therein.

{Continued to Sheet No. 49)

Issued by: John. W. Jardine, Jr., Chairman Effective:
CHESAPEAKE UTILITIES CORPORATION Judy=3—32880

Jut 9 199
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described in the Rates sect of this Rate
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5

Customar shall be determined by Company based
| uation of competitive conditions. Such conditions
Bt are not necessarily limited to: the cost of gas
 serve Customer; the deliversd price of

... gﬂuu.". gnp»««nﬁﬂi »l-nuof

. [ ] . may t to
reduce the non-fuel as it deems necessary or
th alternate + but shall have no

, however, that the non-fuel charge shall
limits set forth above.

. a reduction in its non-fuel charge by

fir .r‘iiiggﬁsggﬁinﬂi

t least 48 hours in advance of any
this Rate Schedule. The non-fuel
shall be the current

~ (Continued to Shest No. 50)
Effective:

-18-




4

purchasing gas under
at least two (2) hours in advance
provided, however, that if curtailment of
> by an event of Force Majeure affecting the
1 ll:tt.h‘ cbligated to give only .such
- circumstances.

'shall be aubooct to the General Rules and
to gas service.

Effective:

JUL 9 1999
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purposes of this clause, the following definitions
apply:

‘"Actual tevenus: means Company's actual non-gas revenue

darived from interruptible service provided at rates
, under the Rates for Service section of
Division mxwuu Rate Schedules, during a
per. .

‘“Base revenus® means the non-gas revenue which

would have derived had all interruptible gas sold at
rates prescribed, under the Rates for Service section
of Plorida Division Interruptible Rate Schedules,
during a determination period, been billed at the base

non-gas energy charge.

*“Surplus® means the amount, if any which Florida
Division's actual revenus exceeds it‘:' base revenue for

@ Jssued by: John W. mi Jr., Chairman Effective:

Utilities Corporation -
JUL 9 1999

»3D»
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or surplus shall be determined

on's actual revenue with its base
on-shall be made each year for the
De! ”(thoamhd').

period

m Florida Division shall reduce
to credit them with revenues equal
the surplus. In the event of a shortfall,
nhmuomu:mmumm
£ 4 mmmmx. The amount of
is governed by the following:

-ﬂn‘-'mm—uumm)xo.s
'm-(num Actual revenue) X 0.5

m!" shall be implemented during
by or increasing the non-gas
in each firm rate schedule of this

factor computed as follows and
.001 cent per therm:

In event of a surplus, subtract: _Credit to Pirs

.

In event of a shortfall, add: _shortfall Recoverv
; PFS
Issued by: Jobn W. Jardine, Jr., Chairman Effective:
: : : vtilities Corporation 7
¢ Issued on: July 3, 1990 - -
JUuL 9 1990
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;3bfﬂ¢batrtl Florida Gas Company:

notification to yI0u today,
be increasing your non-fuel
therm, effective 8:00 a.m.,
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. FPSC Bearing Room 122

~ Fletcher Building

101 E. Gaines Street
Tallahassee, Florida 32399

- st N ; RECEIVED
3] N COMRISSIONER GERALD L. GUNTRBRIDA PUBLIC SERVICE COMM.
-~ Prrehearing Officer "

gk " : FFR 31989
ArPEARANCES: R "

. ROBERT GOLDMAN, of the firm, Messer, Vickers,
Caparello, French and _'.-D-I. P.O. Box 1876, Tallahassee, Florida
32301, (904) 222-0720, on behalf of West Florida Natural Gas

B 22Ty .

JOMN. W. MCWHIRTER, of the firm, Lawson, McwWhirter,
Grandoff and Reeves, 201 East Kennedy Blvd., Suite 800, P.O. Box
3350, Tampa, q,-!.ﬂ,- 33601-3350, (813) 224-0866, on behalf of
Acizona Chemical Company.

~

-24~
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uvnu- o! lo;‘l liwicclt. 101 East
 Florida 32399-0863, (304) 488-2740,
the l'htl‘l Public Service Commission.
L "l;*. lllc Office of General Counsel,
m. 101 East Gaines Street,

199-¢ 'I.. m h the Commissioners.

Pivision of Electric & Gas
+ FPSC Division of Electric & Gas
. PPOC Division of Electric & Gas

JOY KELLY, CSR, RPR
Official Commission Reporter

=25~
FLORIDA PUBLIC SERVICE COMMISSION




DOCKET NO. 910701-GU
JuLyY 23, 1991

them:duringithe tine'
7 that money’ to “tho:

unity was offered to West Florida and we

¢ a- | rationale one — I mean to Airzona Chemical, but
uﬂ; 'u‘, why don’t we just cover your cost of service in
our uu-u M take avay the uncertainity. We would rather pay
”Mn ﬂum under the flex rate, and not require other
customsr classes to subsidize us during the off period time, in
seturn for which we don’t have to suffer the risk of the price of
”m through the ceiling and the period of time, maybe a
very extended period of time when we may pay more than the cost
of service.® And we felt like it was a rationals compromise and

-
-

protacted the gas cospany, protected the customers and protected
Arisons Chemical.
While ye pegotiated the contract, based on the original

cost of service studies and the original revenues that the

-26-
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A i ¥ v ‘-l

.nro ov_uonn»co is to develop a system of

!«ln that recognizes the

.e._.‘wm_...‘w..xk
ir-u. rate that was in existence up until

i‘.‘ i flex rate. We came up with:a system, |

wp with a i West Florida Matural gas was a party; Peoples

their zates down to reduce the price in

customer on the systes. ..E 1

» %55

& beating. A i.. of utilities that went into .«-.-n

I think it was in 1985 or thereabouts, and I think
the Commission had the impression that the lov oil price scenario
that was then in existence would not be a permanent or long term

situation, and that companies that would be flexing down would be
absorbing the 1osses under the Commission’s Order, would do so
but that this would not be a fixture or institution in rlorida,
in the local distribution industry in Florida. well, it didn’t

- Q-
PLORIDA !ﬂngnl COMNISSION




4] wtili mwm&.MNMﬂﬂnn&otMrMﬂth
ll 'm over 8 prﬂ of a couple of years now to try and develop
16 ;—WWMumtprmﬂ.

7] . ong_me Commission recentl roved was

19| m__ m&l”ﬂsluuu“. at times when

n ltnﬂlh&omt’m..u £ the shortfall that is
i 2] caused by the necessity to flex from the rest of the ratepayers.
Ll _ And m,a ho‘m. the interruptible customers have the
24] benefit of lower prices for gas when their alternate fuel is
25] priced low, it seemed only fair that they also be in a situation

-28-
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.hu-». !ﬁa- n:lr i o-n!.-l onnu-n»n_%o
nnu-o to it at -....-n ni.
nl.w iq—ali climb, Peoples Gas can price

: atw;unr-l they can flex up,
. !_‘ E firm rate for Peoples just as it
nﬁ.n nron. receive over wvhat n-‘n would

R E

..r.i— ES the surplus

;tisu-lnitnnggsi.gzgg
17] benefit at the top end, 1008 of any surplus goes to the general
ody of ers. Qup proposal diffecs {n that we have a

sharing msechanisa in there, so that we share the risk at the low

end; we share the reward at the ) upper end; and the other

%EE
losses and our receipt of any surplus as are going to be

considered above the line for regulatory purposes so that this

flex rate is not going to be a vehicle for getting us outside our
authorised range on rate of return.

S EE R EEE
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went to $30 a barrel, price of gas

’lubr. back over to see Mr. McIntyre in a

I!!gﬁl. and they had been
4 sero they had & customer charge and they had been rocking

tnlou. and you -—- is there a tracking mechanisa .

 tha .’lJet’s you be able to track on. a periodic basis,

. or whatever.-- because I’m talking about now there

-
-

:}"iggon-gnn.g:-n!uousg

.i‘uﬂ‘}sssgngﬁiin
sort of m = that tells you how much did you sell and how
l't } 1088, 80 at some point in time you get along and you
aay, "Now, A€ we raise it," how can )

%‘lf!ﬁ-n’i'o-n’-:s

to make sure thet the other ratepayers that absorbed the loss,

—

what’s the mechaniss to make sure that you got the pot right?

}i»n it went on indefinitely, you know, the pot never does
— ,'l.ll

o — 2

—

make a determination of

.a‘ﬁy ]

& 2 8 8 8 8 s s
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4 '-Ih'ﬁll on a M'dﬁ. wnl.d it be inappropriate to have a
_u*”u at thlt t.i. to have a pouodic reporting, as long as it

WMMQ

ini fegulatory theory you don’t want snybody to .,
lll_g&p‘m ‘gteater than their proportional shace would
W It would be inappropriate to get

i m Mlﬁd and require Staff that they come up with

& procedurs to handle this so that there is visibility and there
is not any guessing as to where the downside and upside is?

MR. GOLDMAN: Yeah. I think that’s fine, Commissioner.

COMNISSIONER GUNTER: I’m just trying to — one of the
things I had in Peoples, which would not be as nearly a concern
with you all, wvhere they have a number of interruptible customers
is what is — what’s the incentive to an interruptible customer
to keep hia from enjoying all the downside, and when is got on
the upside he did some other things, and you say, "Well, you
know, they are i.l-lhd because of the fuels they can use,” and
1’m reminded of Long Star, you know, which was the first one to
really bounce out and move away from a gas utility, and hell,

=31~
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That’s one of the

i “’t mean to interrupt.

MR, GOLDMAN: If your questions about the interruptible
flex rate are mty answered, then I‘m through. But I just
wanted bﬂl m you saw from our perspective why we put this
l’ _ 5 *.uﬁ having just a fixed rate or having a
20| company absoch the losses dida‘t vork from the company’s

s “wwrmmg_m

22] . benefits just the tible

a3 m‘h . on a
g SR MW basis as one which benefits the general body of
ﬁt n“'mu‘-!ﬂhﬂ-ﬂtwm-—wmrrwum

- FLORIDA PUBLIC SERVICE COMMISSION
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2 ’_ t's o mattercof tryingito. g
+"to" customers who areitrying

”‘Bﬂuhnhﬁum,nﬂullu it in some way.

m -I-: Let me ask Mr. Makin a question:
muhmuuuaa the Company to provide
mum a reporting — just a boiler-plate kind
of -~

NR. MAXIN: We have that in place right now.

COMMISSIONER GUNTER: You do.

NR. WAKIN: Yes, sir.

COMAISSIONER GUWTER: How about explaining it to me.

« MAKIN: Bvery month the Company files a report
indicating the amount of gas sold, the amount of revenues they
mmmqwuzm it at the tariff rate, and the
amount of revenues they have collected under the flex rate, and

w33
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y could get a fair contract with us.

to understand — is the difference 2.551 that
the

® upside and does that cover all the costs?
MR, WAFIN: It covers the cost —

gl II-'H Is that a “yes® or a "no"?

¥R, BAKIN: It covers the cost —

] | COMMISSINER GUWTER: 1s that 2.5517

19  MR. WAKIN: It covers the cost — let me clarify.

20]  comusszomm cowrEm: well, no. If it’s a tariff, you
21] know, what you're doing, that’s a specific item you’'ve put on

: gg;{. This is your sheet. Does that cover the

4 2

a5

HR. lmnlm It covers cost.

CONNISSIONER GUNTER: All right. FPine. BSo that’s what

FLORIDA PUBLIC SERVICE COMMISSION
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AI.I. llght. tm 'mu could Inv- !

. WAKING ‘You want to recover that 2,551."
COMMISSIONER GUNTER: Folks, they’re fixing to give you

NS. BULECIA-BANKS: All we’re going to be able to do

TR R

that in the way the accounting is set up on that, we’re going to

k]

h‘hhmtmtmmmmzunm-mung
it in a separate account.

COMMISSIONER GUNTER: Okay, will you come show me how
that’s going to be done?

NS. BULECIA-BANKS: Right now?

COMNISSIONER GUNTER: No. We don’t need to tie up
these folks. I've got no problem with the process. I just want
to know how you’'re going to know.

-

« BULECZA-BANKS: Yeah. I can come tell you that.

-35=
nmu PUBLIC SERVICE COMNISSION




