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tran ortation aqreements. 

The tollowinq Commissioners participated in the dlspo!ition of 
this matter: 

JULIA L. JOHNSON, Chairman 
J. TERRY DEASON 
SUSnN F. CLARK 

JOE GARCIP 
E. LEON JACOBS, JR. 

NQTICE OF PROPQSED AGENC} ACTlON 
ORDER APPROYING BJI£ R£STRUCIUBIN~ AND GaS TRhN~rCBIATlON 

AGREEMENTS 

BY THE COMMISSION: 

NOTICE is hereby given by Lhe florida Public Service 
COII'IIIl.Ssion that the action discus~ed herein is preliminary in 
nature and will become final unless a person whose interests dre 
substantially affected files a petltion for a formal proceeding, 
pursuant to Rule 25-22.029, florida Administrative Code. 

On November 26, 1997, Chesapeake tiled a Petition for Limited 
Proceedin; to restructure R~te~ and for Approval ~f Gas 
Transportation Agreements. Chesapeake has not sought any 1ncrease 
in base rates since 198 9. Because of the indust r icsl nature ot 
Chesapeake's customer profile, and the close p.lOXlmity ot the 
1ndustrial cuatomers to the florlda Gas Transmission (FGT' 
pipeline, Cheaapeake state~ that it has a eiqnificant expo~ure to 
loss of load of industrial cust~rs Lhrough physical bypass to the 
fGT pipeline. 

If Chesapeake wert:: to lose ti.e throughput ot its two larQest 
indu~trial customers, one-fifth ot non-fuel reve~ue would be lost. 
Chesapeake S8eks to retain thesP two lar9e industrial cusLomers, 
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and reduce the cross-subsldizati~n among its customer~ by 
restructuring its rates to more closely reflect the actual cost to 
serve ~ach customer class. 

~n February 10 and 11, 1998, customer meetings were held in 
Chesapeake's service areas of Winter Haven and Plant City to hear 
and respond to customer testimony and questions related to 
Ches~peake's petition. No cu~tomers attended the Winter Haven or 
Plant City meetings. 

Because of the industrial nature of Chesapeake'~ cuetL ,tfH 

profile, and the eloae proximity of the industrial customers to the 
(FGT) pipeline, Chesapeake h19 a significant exposure to loss of 
load of industr1al customers through physical bypass to the fGT 
pipeline. 

lHC-A9ric1 Company (lMC), and .:..lwnax Extru~lon:;., Inc. 
(Al~x), have advised Chesapeake of their intention to physiLally 
bypass Chesapeake's system unless appropriate aa~ee~ents are 
entered into with Chesapeake. 

Ctesapeake has entered into two Gas Transportation Agreements, 
~ith IMC and Alumax. These agreements constitute s~ecial rontracts 
for the sale of transportat1on services in a manner not 
specifically covered by Chesapeake's filed re9ulations ano standard 
approved rate schedules. The parties understand, and specifically 
acknowledge within the agreements, that the special contracts are 
subject to the approval of the Comrission. 

We find Chesapeake's proposal to restructure i t.s rates is 
reasonable and, therefore, should be approved. Under the rate 
restr cturin9, each rate class will pay rates that better reflect 
the actual cost of service. Chesopeake has est~blished the rates 
from a cost of service study us1ng 1996 data. This is the most 
recent Commiesion-audi ted data ava i !able. Chesapeake's proposed 
rate restru.ctur in9 is designed to be revenue neut r"' 1, retai 1 

existing induatrial customers and, ~a the extent possible, ensure 
e1u1ty among all rate classifications. 

We also approve Chesapeake'~ petit ion for approva 1 ()f Gas 
Transportatlon A;reements. IMC and Aluma~ are Chesapeake's two 
ldtrJ~~t induetrial customer.., ~ho contribute one-fi~th of 
Che5ap~ake' e tota.J non-fuel revenues. Unlike most other local 
dis•_ribution companies in florida, ':hesape .. k.e's 60 l.Jrge!;;t 
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customers consume 90\ of the total annual throuqhput of 130,000,000 
therms. 

Based ~n its fully allocated embedded cost of service study, 
Chesapeake has proposed restructured rates as follow~: 

MD CLUI n&ID'l' noJOaC PUSD"r PltOP081D 
co•~ CUI~ MOM-.ru&L JfOIIf•r'OIL 
CIIUQil CIIUGII DD.Or liDOY 

CIUta CBARQ& 

Rt81DENTtAL $6.~0 $'7.00 $.43126 $.4 6905 

COMMERCIAL $1~.00 $15.00 $,19532 $. 22 115 
--- - -

COfo'.M£RCIAL LG. VOLUME $20.00 ~20.00 S • .l.34o~ $.1'7287 

I NDUSTRIAL $40.00 $40.00 $,07348 $. 07889 

INTERRUPTIBLE $3~0.00 $350.00 $ u40J2 $ . 05312 

n&all'f n.aa:D'1' PIIO.POS&D RWD'O& b.OPOSKD 
I~ U.ft or ..van:xa DlCUAS& Mft OJ' 

D!'Oml UD \ UTOJlN 

R.ES 1 DElii i AL 1.659,667 -10. 7'7\ 1,812,929 153,262 -1.68% 
9.23\ 

c ERClAl. 1, 052, 182 3. 4 7' 1,184,~63 132,381 9.08% 
12.58% 

OOOCt .c r ,tJ. .::42,459 - 0.63% 314,48& 12,029 9.08% 
LC VOLUI"'.£ 29.11\ 

I NDUSTftlAL 1,224,437 ~. 33\ 1,342,~31 118,094 9.08% 
9. 64\ 

' 
Uf'l UP- 824,651 -0.02' 1,088,539 26J, aee 9.09\ 
718L 32. 00\ 

' r 
SPEC AL 1,926,741 ~9.1H 1,18'7,088 -739,6S3 23.62" 

'CONTRACT ~38 . 39% 

TOTAL 6, 930_, 137 9.06\ b,~30,1J1 a 9 . n 6% 



ORDER NO. PSC-98-0455-fOF-GU 
DOCKET NO. 971559-GU 
PAGE 4 

The monthly impact of the proposed increase for a typical 
residential customer using 25 therms, is $1.44. 

Chesapeake's rate restructuring shall be effective with all 
m er readings taken on or after Mdr 2, 1998. Gas Transportatio~ 
Agreement• ah•ll be effective on Hay 1, 1998. Chesapeake has 
proposed these dates to coincide with its meter readings and 
b1lling cycles. We find tt1at this is reasonable. 

Based on the foregoing, it is 

ORDERED by the Florida Public Service Commission that The 
Florida Division of Chesap1ake Util1ties Corporation's petitlon for 
rate restructuring is approved. It 1s further 

ORDERED that the proposed Qas ·ransportation aqreement~ are 
approved. It is further 

ORDERED that .,.he effective date fer Chesapeak·~· s proposed rate 
restructuring shall be effective wi~h all m~ter readings taken on 
or after May 2, 1998. It is further 

ORDERED that the Gas 
effective on May 1, 1998. 

Transportation 
It is further 

Agreements shall be 

OkDERED that the provisions of this Order, issued as proposed 
agency action, shall become final and effective unless an 
appropriate petition, in the "orm provided by R.Jle 25-22.036, 
Florida Administrative Code, is 1eceived by the Dirc~t~r, Division 
of Records and Reporting, 2540 Shumard Oak Boulevard, Tallahassee, 
Fl?rida 32399-0850, by the close of business on the date set forth 
in the "Notice of Further Proceedings or Judicial Revit""" attacLed 
hereto. It is further 

ORDERED that in the event this Order becomes f ina.l, th 13 
Docket shall be closed. 
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By ORDER of the Florida Public Service Commission this ~ 
day of March, liia· 

BLANCA S. BA¥6, Director 
Divis~on of Records and Reporting 

(SEAL) 

GAJ 

NQTICE OF fURTHER PBOCEELINGS OR JUDICI~REYIEW 

The Florida tJublic Service Commission is requ1red by Section 
120.569(1), Florida Statutes, to notify parties of any 
administrative hearing or JUdicial review of COl"MMissior. orders that 
is available under Sections 120.5/ or 120.68, Florida Statutes, as 
~o~ell aa the procedures and time 1 imits that apply. This notice 
should not be construed to mean all requests for an administrative 
hearing or judicial review will be granted or res·1lt in the relief 
sought. 

Mediation may be available on a 
m·diation is conducted, it does not 
interested person's right to a hearing. 

case-by-case basi!j. If 
affect a substdntially 

The action proposed herein 1s preliminar; in nature and will 
not become effective or f ina 1, except as provided by Rult, 2 ~-
22.029, Florida Adminlstrative Code. Any person wh0se substantial 
~nterests are affected by the 4Ctlon proposed by this order may 
file a petition tor a formal proceeding, as provided by Rule 2~-
22.029(4), Florida Administrative Code, in the f rm provided by 
Rule 25-22.036(7) {a) and (f), Florida Administrative Code. This 
petition must be re~eived hy the Director, Division of Records and 
Reportinq, 2540 Shumard Oak Boulevard, Tallahassee, rlorida 12399-
0850, by the close of business on April 21. 1298. 
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In the absence of such a petition, thi~ ord,er shall become 
effective on the day subsequent to the above date a, provided by 
Rule 25-22.029(6), Florida Administrative Code. 

Any object,ion or protest filed in this docket before the 
unuance date of this order is considered abandoned unless it 
satisfies the foregoinq condi _ions and i 1!1 renewed with in the 
specified protest period. 

If this order become~ final and effective on ~he date 
described a 'bove, any party substantially dftected .nay request 
judicial review by the Florida Supreme Court in the Cl\se of an 
electric, Qaa or telephone utility or by the First Ojstrict Court 
of Appeal in the case oi a w~ter or wastewdter utility by filing a 
notice of appeal with 'the Di ~ector, Division of Records and 
Report,inq and !ilin; a copy of tht: not ice of appe-"1 ?nd the f 11 inq 
tee 'fli th the appropriate court. Th1s filing rnust be .::ompleted 
with in thirty ( 30) days of the effect 1 ve da :e of th h order, 
pursuant to Rule 9.110, Florida Rules ot Appell?t~ Procedure. The 
notice of appeal must be in the fo r m spec'f1<!d in Rule 9.900(a), 
Florida Rules of Appellate Procedure. 




