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BBFORE 'l'HB FLORIDA PUiBLIC SBRVJ:CE COMIUSSION 

NOTICll OF WOBKSHOP 

ALL IN'l'BREB'l'BO PERSONS 

RE: DISCUSSION ON T:BB RETURN OH EQUITY 

POR NATURAL GAS 

Ifi'SOBD: January 25 . 1995 

NOTICE .is hereby gi ven pursuant to Rule 25- 22.001, Florida 
Adaini~ative Code, that the Staff of the Florida Public Service 
com.iuion vlll conduct a workshop for the purpose of discussinq 
Return on Equity at the following tiae and p lace: 

pYRPOSI!l 

9 :30 a . a., Februury 24, 1995, Friday 
Rooa 106, Fletober BuiLdinq 
101 Bast Gaines Stre.et 
Tallahassee, Pl 32399- 0870 

The purpose of this workshop is to discuss and evaluate the 
appropriate 1118thodoloqiu for dateraininq the return on equity tor 
the natural qa• indWitry. I n an e f fort to focus on the purpose ot 
the workshop, .1 copy of relevant issues bas been attached to this 
Notice. Please review the issues and be prepared to comment 
andjor discuss thea. 

If you wish to comment but cannot attend the •1orkshop, please 
tile your coilllllenta with the Division of Recorda and Reportinq, 
Fletcher Building, 101 Bast Gainaa Street, Tallrlbassee, Florida 
32399-0870, oa or before February 16, 199!, specifically 
referencinq • undocketed Natural Gas Return on Equ:.ty Workshop". 

A copy of the agenda tor this workshop may be obtained by 
writing to the D.l.rector, Division ot Records and RA1portinq, a·t the 
addr4ss previously noted. 

Any person requ.irinq some accommodation at this work.shop 
because of a physical iapairment should call tile Division ot 
Records and Reportinq at (904) 488-8371 at least ti, •e calendar days 
prior to the worbbop. If you are bearinq or speeob impaired, 
please contact the Florida Public Service Commie sion using the 
Florida Relay service, which can be reached at 1-800-955- 8771 
('l'DD) • 

DOC JMENr NlJH!lE:It-OATE 

UU .... J~ JAN 25 ::: 
FPSC~RECORDS/REPORTING 
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!l'VRISPICTIQH 

Juri.aiction is vested in this ColiiJiission pursuant to Chapter 
366, Florida Statutes. The vorkllbeyp will be governed b y the 
provisions ot that Chapter and Chapters 25- 7 and 25-22 , Florida 
Adainistrative COde. 

By DIRECTION ot the Florida Public s ervi ce ColiiDiesion, this 
25th day ot ~nuory 1995 

( S E A L ) 

LW 
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ATTACHMENT A 

General Intormation 

Tbtt purpose of this workshop is to review the currant 
methodoloqy and procedure tor establishing an authorized rate of 
return on equity tor natural qas di stribution companies, regulated 
by the Florida Public Service comaiasio.n . Parti·cipants l're 
encouraged to share their concerns about issues, such as, business 
risk, wbiob atteot the autb.orized return on equity . Those who wish 
to submit aaterials tor the ·co .. ission •s and participant ' s review 
and discusaion, please aubait them to Ann Casseuax, by P~~<bruary 16, 
1994 ao that they aay be copied and distributed . 

ouest ions 

1. Are the autho.rized returns on equity (ROE) tor Florida natural 
gas dlistribution companies adequate to maintain financial 
viability and attract capital? If not, please explain . 

. 2. Are the co11panies in Moody •a Natural Gas Distribution Index a 
reasonable (appropriate) proxy tor determining the ROE toe a 
Floric1a qa.a co-.pany? Please explain . If no, what cOl!lpanies 
would be a reasonable proxy? 

3. What cost of equity methodologies are appropriate for gas 
companies in l'lorida? What methodologies are ineppropriate? 
Please explain. 

4. eou~' one of the associations provide a breakdown of 
industrial, coliiiDercial,- transportation, and residential therm 
saleB tor Florida gas companies and for the gas distribution 
companies in YAlye Line? Is there a publication (an industry 
standard) that provides this information? (The Natural Gas 
Yearbook published by the AGA?) 

5. Coulc a leverage formula be used to determine the authorized 
ROEs for gas companiea? 

·6. Row do sources tor lonq-tarm debt, such as investment bankers, 
weight the authorized ROE and the achie ved ROE in deciding 
whether to lend funds and at what terms? 

7. Do tbese sources of long-term debt consider the effect of 
:requlation? 

8. What are the most.. important considerations ot the sources ot 
long-term debt in deciding whether to lend funds and at what 
terms to gas co.panies? 
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ATTACHHENT A 

9. What range of equity ratioa and pretax coverage ratios are 
appropriate tor gas coapaniea i n Florida? Please explain . 

10. D~s an ~ity ratio higher tban the industry average mitigate 
or offset buainesH r i ak? 

11. What effect on business and financial risk has PERC Order 636 
bad on gas coapanies in Florida? Pleame give examples . 

12. What is the effect on business and financial risk ot only one 
pipeline servinq Florida? Please explain . 

13. DoGs •iz• affect the rialtineaa of gas cowpanies in Florida? 
Please explain. 

14 . What opportUDitiea exist currently and are anticipated tor the 
natural gas distribution industry nationally and in Florida? 

15. rt tbere are rateaaltinq 1:reatlle.nta other than higher ROEs that 
need to be changed or 15pleaented to give the gas industry a 
better opportunity to achieve reasonable rates ot return, 
please provide a list. 
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