


BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION

In re: Patition of Florida DOCKET NO. 971559-GU
Division of Chesapeake Utilitiea CRDER NO, PSC-98-0455-FOF-GU
Corporation for limited ISSUED: March 31, 1998

proceeding to restructure rates
and for approval of gas
tran ortation agreements.

The following Commiss:ioners participated in the disposition of
this matter:

JULIA L. JOHNSON, Chalrman
J. TERRY DEASON
S5USAN F. CLARK

JOE GARCIA
E. LEON JACOBS, JR.

NOTICE OF PROPQOED AGENCK ACTION
QRRER APPROVING RZTE RESTRUCTURING AND GAS TRANTCPCRIATION
AGREEMENTS

8Y THE COMMISSION:

NOTICE 18 hereby given by the Florida Public Service
Commission that the action discussed herein is preliminary in
nature and will become final unless a person whose interests are
substantially affected files a petition for a formal proceeding,
pursuant to Rule 25-22.029, Floride Administrative Code.

On November 26, 1997, Chesapeake filed a Perition for Limited
Proceeding to [festructure Rates and for Approval ~f Gas
Transportation Agreements. Chesapeake has not sought any 1ncrease
in base rates aince 1983, Because of the industrial nature of
Chesapeake’s customer profile, and the close proximity of the
industrial customers to the Florida Gas Transmission (PCGT:
pipeline, Chesapeake states that it has a significant exposure to
loss of load of i{ndustrial customers through physical bypass to the
FGT pipeline.

If Chesapeake were to lose ti.e throughput of its twe largest
industrial cuatamers, one-fifth of non-fuel revenue would be lost,
Chesapeake seeks to retain these two large industrial customers,
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and reduce the cross-subsidization among 1its customers by
restructuring its rates to more closely reflect the actual cost to
serve aach 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
Chesapeake’s petition. N¢ customers attended the Winter Haven or
Flant City meetings.

Because of the industrial nature of Chesapeake’s cust. .er
profile, and the close proximity of the industrial customers to the
(FGT) pipeline, Chesapeake hi1s a significant exposure to loss of
load of industrial customers through physical bypass to the FGT
pipeline.

IMC-Agric> Company (IMC), and Alumax Extruslons, Inc.
(Alumax), have advised Chesapeake of their i{ntention to physically
bypass Chesapeake’'s system unless appropriate agreements are
entered into with Chesapeake.

Chresapeake has entered into two Gas Transportation Agreements,
with IMC and Alumax. These agreements constitute special contracts
for the sale of transportation services in a manner not
specifically covered by Chesapeake’'s filed regulations ana standard
approved rate schedules. The parties understand, and specifically
acknowledge within the agreements, that the special contracts are
subject to the approval of the Comr ission.

We find Chesapeake’s proposal to restructure its rates is
reasonable and, *herefore, should be approved. Under the rate
restr cturing, each rate class will pay rates that better reflect
the actual cost of service. Chesapeake has established the rates
from a cost of service study using 1996 data. This is the most
recent Commission-audited data available. Chesapeake’s proposer
rate restructuring is designed to be revenue neutral, retain
existing industrial customers and, *o the extent possible, ensure
equity among all rate classificatiocns.

We also approve Chesapeake’s petition for approval of Gas

Transportation Agreements, IMC and Alumax are Chesapeake’s two
largest industrial customer., who contribute one-fifrth of
Chesapeake’as total non-fuel revenues, Unlike most other local

dis<ribution companies in Florida, ~Thesapecke’s &0 l.orgest
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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 May 2, 1998. Gas Transportation
Agreements shall be effective on May 1, 1994, Chesapeake has
proposed these dates to coincide with its meter readings and
billing cycles. We find that this is reasonable.

Based on the foregoing, it is

ORDERED by the Florida Public Service Commission that The
Florida Division of Chesapake Utilities Corporation’s petition for
rate restructuring is approved. It 1is further

ORDERED that the proposed gas -“ransportation agreements are
approved, It is further

ORDERED that rhe effective dare fcr Chesapeak:’s proposed rate
restructuring shall be effective wi*th all meter readings taken on
or after May 2, 1998. It {s further

ORDERED that the Gas Transportation Agreements shall be
effective or May 1, 1998. It is further

ORDERED that the provisions of this Order, issued as proposed
agency action, shall become final and effective wunless an
appropriate petition, in the form provided by Rule 25-22.036,
Florida Administrative Code, is received by the Directrr, Division
of Records and Reporting, 2540 Shumard Oak Boulevard, Tallahassee,
Florida 32399-0850, by the close of business on the date set forth
in the "Notice of Further Proceedings or Judicial Review” attached
hereto. It is further

ORDERED that in the event this Order becomes f{inal, this
Docket shall be closed.
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By ORDER of the Florida pPubiic Service Commission this Jlst

day of March, 1998.
4@—4_‘ é L%‘;
N

BLANCA S. BAYO, Director
Division of Records and Reporting
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NOTICL OF FURTHER PROCERLINGS OR JUDICIAL REVIEW

The Florida Public Service Commission is required by Section
120.569(1), Florida Statutes, to notify parties of any
administrative hearing or judicial review of Commission orderxs that
is available under Sections 120.5/ or 120.68, Florida Statutes, as
well ams the procedures and time limits that apply. This notice
should not be construed to mean all requests for an administrative
hearing or judicial review will be granted or res':lt in the relief
sought.

Mediation may be available on a case-by-case basis, If
m-diation is conducted, it does not affect a substantially
interested person’s right to a hearing.

The action proposed herein 18 preliminar, in nature and will
not become effective or final, except as provided by Rule 25-
22.029, Florida Administrative Code. Any person whcse substantial
interests are affected by the action proposed by this order may
file a petition for 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 received by the Director, Division of Records and
Reporting, 2540 Shumard Qak Boulevard, Tallahassee, Flcorida 32399-
085C, by the close of business on April 21, 17999.









