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 Case Background TC  "
Case Background" \l 1 
On August 13, 2014, the Florida Division of Chesapeake Utilities Corporation (Chesapeake) filed a petition requesting Commission approval to close its Firm Transportation Service-13 (FTS-13) rate schedule to new customers.  The Commission last reviewed the FTS-13 rate schedule in Chesapeake’s 2009 rate case, acknowledging that the rate was based on unique circumstances of the one customer taking service under this rate, the Mosaic phosphate company.
  Mosaic has the ability to bypass Chesapeake’s distribution system since the Florida Gas Transmission (FGT) pipeline traverses Mosaic’s property and Mosaic could directly interconnect with FGT.  The FTS-13 Firm Transportation Charge was developed as a retention rate based on Mosaic’s cost to bypass Chesapeake.  Mosaic is the only customer on the rate, but the rate is open to any other qualified customer.  The Commission has jurisdiction in this matter pursuant to Section 366.06, Florida Statutes.

Discussion of Issues

Issue 1:1 TC "
 (Garl)" \l 1 
 
 Should the Commission approve Chesapeake’s proposal to close rate schedule FTS-13 to new customers? 

Recommendation: 
 Yes.  Staff recommends approval of Chesapeake’s proposal to close rate schedule FTS-13 to new customers.  The proposed tariff should become effective on October 2, 2014.  (Garl)

Staff Analysis:  As mentioned in the case background, the Commission reviewed the FTS-13 rate, along with all other rate schedules, during Chesapeake’s last rate case in 2009.
  At that time, the FTS-13 rate covered the cost to serve Mosaic, the one customer taking service under that rate.  Chesapeake’s 2nd Quarter Earnings Surveillance Reports for 2014, dated August 8, 2014, shows a rate of return within the Commission-approved range.
  

Chesapeake acknowledged in its petition that rate schedule FTS-13 was created for Mosaic and is more akin to a special contract.  The rate was specifically designed to retain this customer and to cover the cost to serve Mosaic so the general body of ratepayers did not subsidize service to this one customer.  

Chesapeake further explained that a new customer seeking service under the same tariff may not have the same cost to serve profile as Mosaic.  A different cost profile could result in Chesapeake’s FTS-13 rate schedule not covering the cost to serve the new customer, thereby causing Chesapeake to loose revenues and the new customer being subsidized by the general body of  ratepayers.  Chesapeake stated that it knows of no such potential customers.

Chesapeake proposed to retain Mosaic on the FTS-13 rate schedule, i.e. grandfather the only customer, until Chesapeake files for a rate case or Mosaic terminates service with Chesapeake, whichever occurs first.  Upon filing of a rate case, Chesapeake would reassess whether the rate for Mosaic continues to recover the cost to serve Mosaic, and whether it would be more appropriate to either move Mosaic to another rate class or attempt to establish a special contract with Mosaic.   

Conclusion
Special contracts can be individually tailored for customers that have the option to bypass a utility.  In this case, the “open-tariff” should be closed to ensure that special contracts are used to retain at-risk customers.
Staff believes Chesapeake’s proposal to close rate schedule FTS-13 to new customers, and to grandfather Mosaic under the FTS-13 rate is in the best interest of  Chesapeake and its ratepayers.  The proposed tariff should become effective October 2, 2014.  The proposed tariff revision is included as Attachment A.  Staff recommends approval of Chesapeake’s request.  

Issue 2:2 TC "
 (Mapp)" \l 1 
 
 Should this docket be closed?

Recommendation: 
 Yes. If Issue 1 is approved, and a protest is filed within 21 days of the issuance of the order, the tariff should remain in effect, with any increase in revenue collected held subject to refund, pending resolution of the protest.  If no timely protest is filed, this docket should be closed upon the issuance of a consummating order.  (Mapp)

Staff Analysis: 
 If Issue 1 is approved, and a protest is filed within 21 days of the issuance of the order, the tariff should remain in effect, with any increase in revenue collected held subject to refund, pending resolution of the protest.    If no timely protest is filed, this docket should be closed upon the issuance of a consummating order.
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RATE SCHEDULES
FIRM TRANSPORTATION SERVICE- 13
Rate Schedule FTS-13 (Closed to New Service)

Availabilty:

Throughou the srvice areas o the Company.

Applicabily:

Rate Schedule i closed to all new service. Firm Transportation Service
was available 1o all Consumers whose annual Metered transportation
volume is greater than 12,500,000 therms, except for the gas delivered
through a separate meter for compression and delivery into molor vehicle
fuel tanks or other transportation containers. The maximum delivery.
pressure provided to Consumers served under this rae schedule shall be
the lesser of the MAOP at the Consumer premise or one-hundred
(100) ps.ie

Monihly Rate: 51669225
Firm Transportation Charge: 000000 per therm
Usage Charge

Minimom Chasge:
“The Firm Transportation Charge.

Billing Adjustments:
The above rates shall be subject to the applicable MRAS and FTs as set
forth on Sheet Nos. 98 — 106.

Miscellancous:

If the Company agrees (o provide the necessary natural gas conversion
equipment, an sgreement as 1 terms and condifions governing recovery
of such conversion coss from the Consumer shall be excouted. Further,
the rates cstablished in the Monthly Rate scction of this rate schedule
may be adjusted 1o provide for recovery by the Company of the costs
incurred, including carrying cost at the Company's overall cost of capital,
in providing such natural gas conversion equipment. At such time as the
‘Company has recovered its costs of providing the natural gas conversion
cquipment, transportation under this rate schedule shall be billed at
Monthly Rates stated hercin.

Issued by: Michael P, McMasters, President Effectve:
Chesapeake Utilities Corporation




� See Order No. PSC-10-0029-PAA-GU, issued January 14, 2010, in Docket No. 090125-GU, In re:  Petition for increase in rates by Florida Division of Chesapeake Utilities Corporation.


� Id.


� Florida Public Utilities Company (Electric and all Gas Divisions), and Central Florida Gas (Florida Division of Chesapeake Utilities Corporation) 2nd Quarter Surveillance Reports, available at � HYPERLINK "http://www.floridapsc.com/library/Financials/GU616-DOCS/EARNINGS-SURVEILLANCE/GU616-2014-06-ESR.pdf" ��http://www.floridapsc.com/library/ Financials/GU616-DOCS/EARNINGS-SURVEILLANCE/GU616-2014-06-ESR.pdf�.
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