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Case Background 

This proceeding commenced on July 14, 2009, with the filing of a petition for a 
permanent rate increase by Florida Division of Chesapeake Utilities Corporation. Florida 
Division of Chesapeake Utilities Corporation (Chesapeake or Company) is an operating division 
of Chesapeake Utilities Corporation (CUC). The Company is engaged in business as a public 
utility providing distribution and transportation of gas as defined in Section 366.02, Florida 
Statutes (F.S.), and is subject to the jurisdiction of the Commission. Chesapeake serves 
approximately 14,500 customers in Winter Haven, Plant City, St. Cloud, Inverness, Crystal 
River, and other nearby communities. The Company also provides service to industrial 
customers in DeSoto, Gadsden, Gilchrist, Holmes, Jackson, Liberty, Suwannee, Union, and 
Washington Counties, and is ready to provide service, pursuant to an approved territorial 
agreement, to customers in portions of Pasco County. 

Chesapeake requested an increase in its retail rates and charges to generate an increase in 
annual revenues of $2,965,398. This increase would allow Chesapeake to earn an overall rate of 
return of 7.15 percent or an 11.50 percent return on equity (range 10.50 to 12.50 percent). The 
Company based its request on a projected test year ending December 31, 2010. In its petition, 
Chesapeake stated that 2010 is the appropriate period to be utilized because it best represents 
expected future operations for use in analyzing the request for rate relief. Chesapeake has 
elected to have its petition for rate relief processed under the proposed agency action (P AA) 
procedures authorized by Section 366.06(4), F.S. 

In its last rate case the Commission granted Chesapeake a $1,251,900 increase in 
additional revenues by Order No. PSC-00-2263-FOF-GU. 1 In that order, the Commission found 
the Company's jurisdictional rate base to be $21,088,311 for the projected test year ended 
December 31,2001. The rate of return was found to be 8.60 percent for the test year using 11.50 
percent return on equity. 

In Docket No. 040956-GU by Order No. PSC-05-0208-PAA-GU, the Commission 
granted in part and denied in part Chesapeake's petition's for New Customer Classifications and 
Restructuring of Rates.2 

In the instant case, the Commission granted Chesapeake, in Order No. PSC-09-0606
PCO-GU, an interim increase of $417,555 in gross annual revenues.3 This increase would allow 
the Company to earn an overall rate of return of6.88 percent or a 10.50 percent return on equity, 
which is the minimum of the currently authorized return on equity range of 10.50 to 12.50 
percent. The Company based its interim request on a historical test year ended December 31, 
2008. The interim rates became effective September 17,2009, for all meter readings made on or 

I Order No. PSC-00-2263-FOF-GU, issued November 28,2000, in Docket No. 000108-GU, In re: Request for rate 
increase by Florida Division of Chesapeake Utilities Corporation. 
2 Order No. PSC-05-0208-PAA-GU, issued February 22, 2005, In re: Petition or authorization to establish new 
customer classifications and restructure rates, and for approval of proposed revised tariff sheets by Florida Division 
of Chesapeake Utilities Corporation. 
3 Order No. PSC-09-0606-PCO-GU, issued September 8, 2009, In re: Petition for increase in rates by Florida 
Division of Chesapeake Utilities Corporation. 
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after 30 days from the date of the vote approving the interim increase. In the same order, the 
Commission suspended the final rates and associated tariff revisions proposed by the Company 
pending a final decision in this docket. 

On September I, 2009, the Office of Public Counsel (OPC) was granted intervention in 
this proceeding.4 

Customer meetings were held in Winter Haven on October 14, 2009 and in Crystal River 
on October 15,2009. A total of three customers attended the meetings. 

On October 28, 2009, CUC and Florida Public Utilities Company (FPUC) announced 
their corporate merger, whereby, FPUC became a wholly owned subsidiary of CUC. On 
November 5, 2009, pursuant to Rule 25-9.044(1), Florida Administrative Code (F.A.C.), CUC 
notified the Commission of its acquisition ofFPUC. 

Chesapeake's existing Florida Division, which provides service under the fictitious name 
"Central Florida Gas Company," will continue to operate its natural gas distribution utility using 
the rates, rules, and classifications on file with the Commission. 

The newly acquired subsidiary, FPUC, will continue to operate under the name "Florida 
Public Utilities Company," as well as the rates, rules, and classifications currently on file with 
the Commission for both the natural gas utility business and the electric utility business. This 
proceeding does not affect the rates ofFPUC's gas customers. 

This recommendation addresses the requested permanent rate increase by Chesapeake. 
The Commission has jurisdiction pursuant to Sections 366.041, 366.07, and 366.071, F.S. 

4 Order No. PSC-09-0590-PCO-GU, issued September 1, 2009, In re: Petition for increase in rates by Florida 
Division of Chesapeake Utilities Corporation. 
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Discussion of Issues 

TEST PERIOD 

Issue 1: Is Chesapeake's projected test period of the 12 months ending December 31, 2010, 
appropriate? 

Recommendation: Yes. With the adjustments recommended by staff in the following issues, 
the projected test year of 2010 is appropriate. (Kaproth) 

Staff Analysis: The Company used actual data for the 2008 historical base test year. This data 
served as a basis for developing its 2010 projected test year request. The 2010 projected test 
year was based on the projected level of customers, related revenues, expenses updated for cost 
changes and trending, capital expenditures, and the projected cost of capital. The projections 
through 2010 were reviewed and analyzed by staff. 

The purpose of the test year is to represent the financial operations of a company during 
the period in which the new rates will be in effect. Staff believes that the projected test period of 
the 12 months ending December 31, 2010, as adjusted based on staffs recommendations in the 
remaining issues, is representative of the period in which the new rates will be in effect and is 
appropriate. 
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Issue 2: Are the projected bills and therms by rate class for the test year ending December 31, 
2010, appropriate for use in this case? 

Recommendation: Yes. The projected number of bills and therms by rate class as contained in 
Minimum Filing Requirements (MFR) Schedule 0-2, pages 10-12, for test year 2010 are 
appropriate for this rate case. (Hewitt, Stallcup) 

Staff Analysis: Staff reviewed the billing determinates contained in the MFR Schedule 0-2, 
pages 6-8, for the base year plus one and Schedule 0-2, pages 10-12 for the projected test year 
2010. Staff also reviewed the historical customer data, and the consistency of the projected 
values with the most recent actual data. According to the Company, the long-term historic trend 
of consumer data includes the boom years where customer growth rates of 7 percent were seen in 
2005 and 2006; which makes it difficult to rely on given the current market uncertainty. The 
annual average growth rate in the number of consumers fell to 1 percent in 2008 due to the 
limited building activity in the Company's service areas. The Company used Fishkind and 
Associates, Inc. projections from Florida Econocast, April 2009 which indicates that the Florida 
housing slump will bottom-out in 2009 and begin to recover in late 2010. Therefore, staff 
believes that the Company's assumption of 0.75 percent customer growth rate is not overly 
optimistic. 

The Company used the 2000-2008 actual average therm usage of 253 therms for all 
residential customers for its projected usage for 2009 and 2010 of 258 therms. The Company 
attributes a modest gain in average projected usage to its effort to add premises with multiple gas 
appliances, with a large percentage of new residences having added gas appliances such as pool 
heaters, fire logs, and outdoor kitchens. The large volume therm user forecast was based 
primarily on individual contacts with each customer and a discussion of consumption projections 
for 2009 and 2010. 

Staff recommends that the billing determinates contained in the MFR Schedule 0-2 are 
appropriate. 
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QUALITY OF SERVICE 

Issue 3: Is the quality of gas service provided by Chesapeake adequate? 

Recommendation: Staff recommends that the Commission find that the CUC quality of service 
is satisfactory. (Kaproth, Hicks) 

Staff Analysis: Customer Meetings were held in Winter Haven on October 14, 2009 and in 
Crystal River on October 15,2009. The purpose of the meetings was to gather information from 
customers regarding the Company's quality of service and its request for a permanent rate 
increase. No customer attended the meeting in Winter Haven and three customers attended the 
meeting in Crystal River. Two of the customers voiced opposition to the proposed rate increase. 

Quality of service was reviewed by analyzing all complaints taken by the Commission's 
Division of Service, Safety, and Consumer Assistance which is an exhibit provided by the 
Company. This exhibit summarizes complaints from January 1, 2000 to May 31, 2009. The 
numbers from the testimony exhibit match the Commission's records. Over this 9 year period, 
there were a total of 80 complaints, 55 involved billing and 25 involved service. Of the 80 
complaints, the Commission complaint staff determined that 25 of the complaints should be 
designated as apparent infractions; 23 of the infractions related to Chesapeake's failure to timely 
respond to complaints within 15 days a required by Rule 25-22.032, F.A.C., 1 violation involved 
the refund of a deposit, and 1 related to the crediting of an account. During 2008 and 2009, the 
Commission's complaint staff determined that 3 complaints should be classified as apparent 
infractions. 

The number of complaints per customer compares favorably with other large Florida 
Natural Gas utilities. With respect to service quality, Commission records indicate that 
Chesapeake has not experienced a natural gas outage that would be reportable to the Commission 
per Rule 25-12.084, F .A.C. 

Considering all of the above, staff recommends that the Commission find that the CUC 
quality of service is satisfactory. 
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RATE BASE 

Issue 4: Should Plant in Service be adjusted to remove unsupported 2010 Plant in Service based 
on Audit Finding No. 27 

Recommendation: No adjustment is necessary to the 2010 Plant in Service balance because 
additional documents were provided by Chesapeake in its response to the audit report. (Kaproth) 

Staff Analysis: The Company's records reflected a $32.75 million net increase to the plant in 
service accounts for the 9 year period ending December 31, 2008. As part of their work to verify 
the plant balances, staff auditors requested supporting documentation for 244 plant in service 
transactions totaling $6.19 million (Requests Nos. 7, 25, 41 and 45). The Company provided 
support for 165 of the 244 transactions totaling $4,052,190. During the audit, Chesapeake stated 
that documentation for the remaining 79 transactions totaling $2,142,413 either could not be 
located or was not available. 

Chesapeake filed an affidavit with the Commission on August 31, 2009, attesting that 
Hurricane Jeanne struck Winter Haven, Florida in September 2004, and caused serious structural 
damage, including severe roof damage, to its office located in Winter Haven, Florida. As a result 
of the structural damage, some records were destroyed and others lost. 

In its written response to Audit Finding No.2, Chesapeake attached additional 
documentation totaling $1,946,636. The Company stated that it obtained the support 
documentation by contacting vendors and asking them to provide duplicate invoices. As some of 
the missing invoices relate to plant installed 9 years ago, some vendors were no longer in 
business; as such, Chesapeake was unable to obtain invoices to support all plant. The remaining 
undocumented amount of plant in service additions is $195,777 ($2,142,413 - $1,946,636). 
Chesapeake stated that virtually all of the records that remain outstanding and cannot be located 
are those records that were destroyed by Hurricane Jeanne. 

Chesapeake did, however, provide secondary support documentation to justify the 
remaining plant in service amount of $195,777 which has been verified by staff. The secondary 
support documentation consisted of the Company's audited FERC Form 2 (annual report) filed 
with the Commission, CUC's U.S. Corporate Tax returns, and CUC's audited Financial 
Statements. Staff has reviewed the reconciliation and believes the balance of plant in service on 
the Company's books and shown in the MFRs reflects the assets that used in providing utility 
service. 

As the $195,777 represents .6 percent (.006) of the $32,750,000 in plant additions over 
the 9 year period ending December 31, 2008, and the fact that Chesapeake provided secondary 
support documentation to justifY the plant additions, staff believes that no adjustment is required. 
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Issue 5: Should Account 376.1, Mains-Steel, or Account 376.2 - Mains-Plastic, be adjusted due 
to a continuing property records discrepancy noted in Audit Finding No.3? 

Recommendation: No. Chesapeake's revised continuing property records reflect the 
appropriate account balances for Account 376.1 - Mains-Steel and Account 376.2 - Mains-Plastic 
of $14,444,603 as of December 31,1999 and $12,638,540 as of December 31, 2003 and agree 
with the Federal Energy Regulatory Commission (FERC) Annual Report balances. (Kaproth) 

Staff Analysis: The staff auditors noted that Rule 25-7.014(2), F.A.C., Records and Reports in 
General, requires that the records shall be maintained in such a manner as to meet the following 
objectives: 

a. An inventory of property record units which may be readily checked for proof of physical 
existence; 

b. The association of costs with such property record units to assure accurate accounting for 
retirements; and 

c. The determination of dates of installation and removal of plant to provide data for use in 
connection with depreciation studies. 

The Company provided the staff auditors with its property records for a sample of fifteen 
utility accounts. The staff auditors were able to reconcile the prior rate case balance as of 
December 31, 1999, with the current continuing property records (CPR), except for one material 
difference of $1 ,210,750 in Account No.3 76.1. However, there was no difference between the 
Account No. 376.1 balance and the CPR balance as of December 31,2003. 

Chesapeake explained that it converted its records from a manual ledger to a computer
based system in 2005. The discrepancy in Account No. 376.l, which resulted from the change 
over, was not detected during the change over process. Based on the staff audit finding, 
Chesapeake researched the error and as a result, filed revised CPRs on October 27, 2009 
reflecting the appropriate balance for Account 376.l Mains-Steel and 376.2 Mains-Plastic of 
$14,444,603. Based on the revised balances for Account Nos. 376.1 Mains-Steel and 376.2 
Mains-Plastic, there is no difference in the net change between the FERC Annual Report 
balances and the CPR. 

Based on the above, the revised continuing property records reflect the appropriate 
account balances for Account 376.1 - Mains-Steel and Account 376.2 - Mains-Plastic of 
$14,444,603, as of December 31,1999, and $12,638,540, as of December 31, 2003, which agrees 
with the FERC Annual Report balances. Therefore, no adjustment is necessary to either Account 
376.1 - Mains-Steel or Account 376.2 - Mains-Plastic. 
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Issue 6: Should a sub-account entitled 397.1 AMR Communication Equipment be established? 

Recommendation: No, Sub-Account 397.1 AMR Communication Equipment should not be 
established. Instead, staff recommends establishing Sub-Accounts 381.1, AMR Meters, and 
382.1, AMR Meter Installations. (L' Amoreaux) 

Staff Analysis: Chesapeake asserted that the Company reviewed and evaluated various 
automatic meter reading (AMR) technology options that could reduce annual meter reading 
costs, and improve billing reliability and accuracy. After evaluating different technologies, 
Chesapeake chose the Ac1ara Star AMR system. The Ac1ara system is designed for wireless 
transmission of billing data to the server without the need for hand-held devices. The Ac1ara 
system has three major components: the Meter Transmitter Unit (MTU), the Data Collection 
Unit (DCU), and the network server. The MTU attaches to an existing meter, and reads and 
transmits data to a DCU. The DCU receives billing data from multiple MTUs and transmits the 
information daily to the network server. The information received can provide a more accurate 
picture of consumers' consumption, useful information which can be provided to ratepayers and 
gas shippers. 

Chesapeake asserted that from April 2007 through early 2008, it conducted a pilot 
program in Citrus County of Ac1ara' s STAR AMR equipment. The pilot involved approximately 
300 customers. During this pilot, Chesapeake continued to conduct on-site meter readings to 
verify the accuracy of the AMR system. The pilot showed high reliability and minimal 
problems. The Company decided to deploy the Ac1ara system throughout its Florida service 
territory. Chesapeake believes it will have completed installation by the end of October 2009. 

Chesapeake originally proposed to establish Sub-Account 397.1, AMR Communication 
Equipment, to which the investment in the various AMR components would be booked. When 
questioned by staff about why the Aclara system should be booked to the communication 
account rather than the meters account, the Company responded that it believed that a 
communications Sub-Account was appropriate because the MTUs and DCUs are essentially 
wireless radio transmitters. 

Staff notes that in Docket No. 080163-GU, Florida City Gas requested authorization to 
establish a new Sub-Account to record the installation costs of its encoder receiver transmitters 
(ERTs). While Florida City Gas had booked the investment in ERTs to a Sub-Account of 
Account 381, Meters, they had been expensing the installation costs. The Commission ruled that 
the ERT installation costs should be booked to Sub-Account 382.1, AMR Meter Installations.5 

The ERTs used by Florida Gas are similar in function to the MTUs used by Chesapeake. Each 
device transmits measurements to a collection device. However, the ERT collection device is a 
mobile-based unit, whereas the MTU transmits to a fixed location-based DCU. 

$ Order No. PSC-08-0623-PAA-GU, issued September 24,2008, in Docket No. 080I63-GU, In re: Petition for 
approval to create regulatory subaccount of meter installation to capitalize all incurred and future costs associated 
with installation of encoder receiver transmitters (ERTs) under provisions of Statement of Financial Accounting 
Standard No. 71, Accounting for the Effects of Certain Types of Regulation (SF AS 71); and requesting depreciation 
ofinstallation costs ofERTs over I5-year period beginning January 1, 2008, by Florida City Gas. 
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Chesapeake subsequently altered its position regarding the establishment of Sub-Account 
397.1. Chesapeake now appears to agree with staff that the costs of the AMR system should be 
booked to in Sub-Account 381.1, AMR Meters, and Sub-Account 382.1, AMR Meter 
Installations. Chesapeake indicated in response to a staff data request that: 

... it appears that the purchased cost of the MTU's should be properly recorded 
in Account 381, Meters. In addition, the Company upon closer review of 
commission Order PSC-08-0623-PAA-GU concurs that it did not record the 
MTU's appropriately on its books of record or in this filing. The installation cost 
of the MTU's should be recorded consistent with how the Company books meter 
and regulator installation costs, in Account 382, Meter Installations. The 
Company is prepared to make the necessary adjustments to record these items in 
the correct Plant Accounts. 

However, Chesapeake was silent regarding the account to which the investment in DCUs should 
be booked. The Code of Federal Regulations describes Account 381, Meters, stating, "this 
account shall include the cost installed of meters or devices appurtenances thereto, for use in 
measuring gas delivered to users, whether actually in service or held in reserve." Based on this 
definition, staff believes that all of the investments in the Aclara system are properly booked to 
Sub-Account 381.1, AMR Meters, and associated installation costs should be booked to Sub
Account 382.1, AMR Meter Installations. 

Staff recommends that Sub-Account 397.1, AMR Communication Equipment, should not 
be established. Instead, staff recommends establishing Sub-Accounts 381.1, AMR Meters, and 
382.1, AMR Meter Installations. 
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Issue 7: What should be the average service life, net salvage and depreciation rate for sub
account 397.1? 

Recommendation: No average service life, net salvage, or depreciation rate needs to be 
established for Sub-Account 397.1. However, new Sub-Accounts 381.1, AMR Meters, and 
382.1, AMR Meter Installations, should have a twenty-year average service life, zero net 
salvage, resulting in a five percent depreciation rate. (L' Amoreaux, P. Lee) 

Staff Analysis: The Company proposes an average service life of twenty years for the AMR 
equipment, which is based on the manufacturer's estimated life for the MTU's battery. In 
response to a staff data request, the Company provided work papers regarding the battery life of 
the MTU and supplied Aclara literature that supports the twenty-year life of the lithium-ion 
battery contained in the MTU. Staff agrees that the Company's proposed average service life of 
twenty years is reasonable and appropriate for Sub-Account 381.1, AMR Meters, and Sub
Account 382.1, AMR Meter Installations. 

Chesapeake indicates that when the MTU battery expires, the MTU will be replaced. 
Refurbishment of the unit or replacement of the battery is not expected. Little resale value other 
than junk is expected from the retired MTUs. For this reason, staff recommends that a zero net 
salvage value is appropriate for Sub-Accounts 381.1, AMR Meters, and 382.1, AMR Meter 
Installations. Pursuant to Rule 25-7.045(8)(a), F.A.C., a gas utility is required to file a 
depreciation study for the Commission's review at least once every five years. When 
Chesapeake files its next study, the depreciation parameters for the AMR system components 
can be revisited and revised, if warranted. 

Staff recommends that no average service life, net salvage, or depreciation rate needs to 
be set for Sub-Account 397.1. However, new Sub-Accounts 381.1, AMR Meters, and 382.1, 
AMR Meter Installations, should have a twenty-year average service life, zero net salvage, 
resulting in a five percent depreciation rate. 
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Issue 8: Is Chesapeake's requested rate base in the amount of $46,683,296 for the 2010 
projected test year appropriate? 

Recommendation: Yes, $46,683,296 is the appropriate amount of rate base for the 2010 
projected test year. (Kaproth) 

Staff Analysis: This is a fallout issue. Staff has not recommended any adjustments to 
Chesapeake's proposed I3-month average rate base of $46,683,296 for the 2010 projected test 
year. (See Schedule I) 
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COST OF CAPITAL 

Issue 9: What is the appropriate amount of accumulated deferred taxes to include in the capital 
structure for the projected test year? 

Recommendation: The appropriate amount of accumulated deferred taxes to include in the 
capital structure of Chesapeake Utilities Corporation for the 2010 projected test year is 
$7,454,209, as shown on Schedule 2. (Salnova) 

Staff Analysis: In MFR Schedule 0-3, page 2, Chesapeake proposed $7,454,209 of 
accumulated deferred income taxes (ADITs) to include in the Company's capital structure for the 
2010 projected test year. The 13-month average balance of AD ITs was calculated, as shown on 
Schedule 0-1, page 8. ADITs represent the deferred tax liability that arises from timing 
differences between pretax accounting income and taxable income. A temporary difference 
originates in one period and reverses in one or more subsequent periods. ADITs are also a 
component of the capital structure. 

Chesapeake has utilized the "bonus" depreciation allowed on its Federal tax returns 
which has increased the level of Deferred Income Taxes, thus lowering the overall cost of 
capitaL Staff agrees that the methodology used by Chesapeake to calculate ADIT is proper and 
is consistent with SF AS 109, Internal Revenue Code, and Income Tax Regulations covering the 
projected test year. However, the appropriate amount of ADIT is affected by other adjustments 
made by the Commission. The net effect is an increase in the balance of ADITs. Based on staffs 
recommendations, the appropriate amount of accumulated deferred taxes to include in the capital 
structure of Chesapeake for the 2010 projected test year is $7,454,209, as shown on Schedule 2. 
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Issue 10: What is the appropriate amount and cost rate of the unamortized investment tax credits 
to include in the capital structure for the projected test year? 

Recommendation: The appropriate amount and cost rate of the unamortized investment tax 
credits to include in the capital structure for the 2010 projected year are $123,004 and zero 
percent, respectively, as shown on Schedule 2. (Salnova) 

Staff Analysis: In its MFR Schedule G-3, Chesapeake proposed a balance of $123,004 of 
unamortized investment tax credits (ITC) to be included in the Company's capital structure for 
the 2010 projected test year. The ITC balance has been amortized over the life of the assets that 
generated the credits. As a result of the 2007 Depreciation Study (Docket No. 070322-GU), the 
Commission ordered the Company to reflect the effect of the approved changes in the remaining 
lives of the related assets on the current amortization of the ITC and on the flowback of excess 
deferred income taxes.6 

The Company performed the review and determined that the above items were not 
impacted as a result of the Depreciation Study. The annual amortization of the ITCs in the 
amount of $19,523 has remained unchanged since the Company's 2000 rate case (Docket No. 
000108-GU). Staff believes that Chesapeake's methodology for calculating the balance of the 
ITCs is appropriate and is in accordance with IRS requirements. However, the appropriate 
amount of ITCs is affected by other adjustments made by the Commission. The net effect is an 
increase in the balance of ITCs. Based on staffs recommendations, the appropriate amount and 
cost of unamortized ITCs to include in Chesapeake's capital structure for the 2010 projected test 
year are $123,004 and zero percent, respectively. 

6 Order No. PSC-08-0364-PAA-GU, issued June 2, 2008, in Docket No. 070322-GU, In re; 2007 depreciation study 
by Florida Division of Chesapeake Utilities Corporation, p. 4 
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Issue 11: Have rate base and capital structure been reconciled appropriately? 

Recommendation: Yes. Rate base and capital structure have been reconciled appropriately. 
(D. Buys) 

Staff Analysis: To reconcile capital structure to rate base, Chesapeake first removed the 
amounts for customer deposits, deferred taxes, and investment tax credits from rate base. The 
remaining rate base balance was reconciled over investor sources of capital at the same ratios 
maintained by CU C. The full amounts for customer deposits, deferred taxes, and investment tax 
credits were then added to the capital structure. These adjustments are consistent with 
Chesapeake's last rate case.7 Accordingly, staff recommends that rate base and capital structure 
have been reconciled appropriately. 

7 Order No. PSC-00-2263-FOF-GU, issued November 28,2000, in Docket No. 000J08-GU, In re: Request for rate 
increase by Florida Division of Chesapeake Utilities Corporation. 
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Issue 12: What is the appropriate capital structure for the projected test year? 

Recommendation: The appropriate capital structure for the purpose of setting rates in this 
proceeding reflects a projected equity ratio of approximately 54 percent as a percentage of 
investor-supplied capital. The appropriate capital structure for the projected 20 I 0 test year is 
detailed on Schedule 2. (D. Buys) 

Staff Analysis: On MFR Schedule G-3, page 2, Chesapeake filed a projected capital structure 
based on a I3-month average. This capital structure as filed reflects an equity ratio of 54.11 
percent as a percentage of investor capital. First, Chesapeake included customer deposits in the 
amount of $1,580,224, deferred income taxes in the net amount of $7,454,209, and ITCs in the 
amount of $123,004 in the capital structure. The Company then made pro rata adjustments to 
common equity, long-term debt, and short-term debt to reflect the same capital structure ratios 
maintained by Chesapeake Utilities Corporation. Historically, the Commission has determined 
the appropriate capital structure, in part, based upon the relationship between the regulated utility 
and its parent company. In a divisional relationship, as in this case, the Commission has used the 
consolidated capital structure of the parent company.s This methodology is also consistent with 
the Company's last rate case.9 Accordingly, staff recommends that the appropriate capital 
structure for the purposes of setting rates in this proceeding is the capital structure detailed on 
Schedule 2. 

8 Order No, PSC-08-0327-FOF-EI, issued May 19, 2008, in Docket No, 070304-EI, In re: Petition for rate increase 
by Florida Public Utilities Company, p, 38 
9 Order No, PSC-00-2263-FOF-GU, issued November 28, 2000, in Docket No, 000108-GU, In re: Request for rate 
increase by Florida Division of Chesapeake Utilities Corporation, p. 7, 
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Issue 13: What is the appropriate cost rate for short-term debt for the projected test year? 

Recommendation: The appropriate cost rate for short-term debt for the projected test year is 
2.90 percent. (Davis) 

Staff Analysis: Staff agrees with the Company's methodology and calculation of short-term 
debt. The current Blue Chip Financial Forecast (Blue Chip) issued November 1,2009 indicates 
projected cost rates for short-term debt ranging from the three month London Interbank Offered 
Rate (LIBOR) of .6 percent to the prime bank rate of 3.2 percent for the first quarter of 2010. 
These projected rates increase to a LIBOR rate of 1.3 percent and a prime bank rate of 4.0 
percent by the fourth quarter of 2010. The Company's cost of short-term debt for historic year 
2008 was 2.89 percent. Based upon the Company's recent experience and the projected cost 
rates for short-term debt published by Blue Chip, staff agrees that the proposed cost rate for 
short-term debt of 2.90 percent is reasonable. 
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Issue 14: What is the appropriate cost rate for long-tenn debt for the projected test year? 

Recommendation: The appropriate cost rate for long-tenn debt for the projected test year is 
5.76 percent. (Davis) 

Staff Analysis: Staff agrees with the Company's methodology and calculation of the cost rate 
for Iong-tenn debt for the projected test year. Chesapeake is an operating division of CUC. 
Neither CUC nor Chesapeake has a corporate bond rating. The current Blue Chip Financial 
Forecast (Blue Chip) issued November 1, 2009 reports projected yields on Aaa-rated bonds of 
5.3 to 5.7 percent through the fourth quarter of20IO. Blue Chip projects cost rates for Baa-rated 
bonds of 6.5 to 6.9 percent for this same time period. Based upon the Company's recent 
experience and the projected cost rates for long-tenn debt published by Blue Chip, staff agrees 
that the Company proposed long-tenn debt rate of 5.76 percent is reasonable. 
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Issue 15: What is the appropriate return on common equity for the projected test year? 

Recommendation: The appropriate return on common equity for the projected test year is 10.8 
percent with a range ofplus or minus 100 basis points. (D. Buys) 

Staff Analysis: Chesapeake requested a return on common equity (ROE) of 11.5 percent. The 
Company's current authorized ROE of 11.5 percent was approved in Order No. PSC-00-2263
FOF-GU, issued November 28, 2000. 10 

Chesapeake requested that the Commission handle its request for a rate increase as a 
PAA, and consequently, the Commission has not held a hearing on this matter. To support its 
requested ROE of 11.5 percent, Chesapeake provided the computations and results of four cost 
of equity valuation methods: the Discounted Cash Flow (DC F) model, the Risk Premium (RP) 
analysis method, the Capital Asset Pricing Model (CAPM), and the Comparable Earnings (CE) 
approach. No other parties submitted pre-filed testimony in this docket regarding the appropriate 
ROE. 

Based on the statutory principles for determining the appropriate rate of return for a 
regulated utility set forth by the U.S. Supreme Court in its Hope and Bluefield decisions, 
Chesapeake developed two groups of comparable risk utilities to determine its proposed ROE. I I 
Chesapeake's first group (Gas Group) consisted of eight gas companies from the twelve gas 
companies contained in The Value Line Investment Survey (Value Line). The Company's 
second group consisted of the Standard & Poor's Public Utilities (S&P Utilities). Chesapeake 
applied the cost of equity valuation methods and models using the average data for the Gas 
Group and S&P Utilities. 

Chesapeake conducted a fundamental risk analysis to determine the Company's relative 
risk position within the gas industry by comparing the financial data for the Company, the Gas 
Group, and the S&P Utilities. Chesapeake compared the capitalization size, market ratios, 
common equity ratios, return on book equity, operating ratios, coverage ratio, quality of 
earnings, internally generated funds, and beta. Based on this analysis, the Company concluded 
that due to its smaller size and higher earnings variability, Chesapeake was more risky than the 
Gas Group. 

Chesapeake's ROE Valuation Methods and Models 

DCF 

Chesapeake used a simplified form of the Gordon Model in its DCF analysis to estimate 
an ROE of 11.49 percent. This DCF model defines the cost of equity as the sum of the adjusted 
dividend yield and expectations of future growth in cash flows to investors, including dividends 
and future appreciation in stock price. The Company added a leverage adjustment and flotation 
cost adjustment to the results from the DCF model. This analysis resulted in an adjusted 

10 Order No. PSC-00-2263-FOF-GU, issued November 28, 2000, in Docket No. 000J08-GU, In re: Reguest for rate 

increase by Florida Division of Chesapeake Utilities Corporation. 

II Federal Power Commission v. Hope Natural Gas Company, 320 U.S. 591 (1944) and Bluefield Water Works & 

Improvement Company v. Public Service Commission of West Virginia, 262 U.S. 679 (1923). 
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dividend yield of 4.6 percent, a growth rate of 6.0 percent, a leverage adjustment of 0.66 percent, 
and a flotation cost adjustment of 23 basis points for a sum of 11.49 percent (4.6 + 6.0 + 0.66 + 
0.23 = 11.49). 

Chesapeake's dividend yield of 4.6 percent was based on the average dividend yield of 
4.45 percent for the Gas Group during the six-month period November 2008 through April 2009. 
The Company adjusted the average 4.45 percent dividend yield upwards by 3.0 percent to 
account for an expected higher yield in the future which resulted in a dividend yield of 4.6 
percent. 

The Company's growth rate of 6 percent was derived from the 5-year projected growth 
rates of earnings per share (EPS) for the Gas Group from IBES/First Call, Zacks, and Value 
Line. Those growth rates ranged from 4.88 percent to 6.99 percent. Chesapeake disregarded the 
Value Line projection of 4.88 percent because Value Line's EPS projection is greater than its 
dividends per share projection of 4.0 percent which indicates a declining dividend payout ratio 
for the future. The Company's growth rate of 6.0 percent was based on its opinion of investor 
expectations and not on a mathematical formula. 

The third component of Chesapeake's DCF-based ROE calculation is a leverage 
adjustment of 0.66 percent. The Company explained the leverage adjustment is needed when the 
results of the DCF model are to be applied to a capital structure that is different than indicated by 
the market price. Chesapeake explained that the capital structure ratios measured at the utility's 
book value show more financial leverage and higher risk, than the capitalization measured at its 
market value. Hence, it is necessary to develop a cost of equity that reflects the higher financial 
risk related to the book value capitalization used for rate setting purposes. Using the Modigliani 
and Miller theory, the Company calculated that the cost of equity increases by 0.66 percent when 
the book value of equity (57 percent), rather than the market value of equity (70 percent), is used 
for rate setting purposes. 

To adjust for the cost of raising new common equity capital, Chesapeake multiplied a 
flotation cost adjustment factor of 1.02 (an increase of2 percent) to the unadjusted DCF result of 
11.26 percent for a final DCF result of 11.49 percent. The flotation cost adjustment equates to an 
addition of 23 basis points. The Company explained that flotation costs are shown to be 4 
percent for public offerings of common stocks by gas companies from 2003 to 2007. 
Chesapeake believes that because flotation costs are not recovered elsewhere, they must be 
recognized in the rate of return. Chesapeake explained that it used a flotation cost adjustment 
factor of 1.02 because it applied the flotation cost adjustment to the entire unadjusted DCF result; 
not just a portion of the DCF model, such as the dividend yield. 

RISK PREMIUM 

In the risk premium approach, Chesapeake added a premium for the Company's financial 
risk to a prospective yield for long-term public utility debt, plus an adjustment for flotation costs. 
Chesapeake used a forecasted yield on A-rated public utility bonds of 6.5 percent for its 
prospective yield for long-term public utility debt. The Company added an equity risk premium 
of 5.5 percent to the forecasted yield on A-rated public utility bonds for a sum of 12.0 percent. 
Chesapeake added 23 basis points for flotation costs for a result of 12.23 percent. 
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To estimate the forecasted yield on A-rated public utility bonds, the company combined 
the forecasted yields on long-term Treasury bonds published in the Blue Chip Financial 
Forecasts (Blue Chip) issued on April I, 2009, plus a yield spread of 2.5 percent. Chesapeake 
based its yield spread of 2.5 percent on the average yield spread between A-rated public utility 
bonds and 20-year Treasury bonds over the twelve-month period from May 2008 through April 
2009. 

Chesapeake calculated its equity risk premium by comparing the earned returns on utility 
stocks to the earned returns on utility bonds. The Company used the S&P Public Utility index to 
measure the market returns for utility stocks and used the annual yields on public utility bonds to 
measure the returns on public utility bonds. Chesapeake analyzed four time periods and 
determined the central tendency of the historical returns for each period. The Company 
calculated the risk difference or spread between the results to arrive at risk premiums for the four 
periods of 5.51 percent, 6.58 percent, 6.08 percent, and 6.37 percent. From those four results 
Chesapeake reasoned that 6.23 percent represents a reasonable risk premium for the S&P Public 
Utilities. Chesapeake explained that the risk premium of the Gas Group is approximately 88 
percent of the risk premium of the S&P Public Utilities based on various differences in the 
financial fundamentals between the Gas Group and the S&P Public Utilities. The Company 
opined that a lower risk premium of 5.5 percent for the Gas Group is reasonable in this case. 

CAPM 

Chesapeake also used a CAPM approach that consisted of three components: a risk-free 
rate of return, the beta measure of systematic risk, and the market risk premium. The Company 
used a risk-free rate of 4 percent, a beta of 0.77, and a market risk premium of 8.66 percent. This 
equates to a cost of equity of 10.67 percent (4.0% + (0.77 x 8.66%) 10.67%). Chesapeake 
added a size premium adjustment of 0.94 percent to account for the smaller market capitalization 
of the Gas Group and added an adjustment of23 basis points for flotation costs. The Company's 
CAPM result for the Gas Group was 11.84 percent (4.0% + (0.77 x 8.66%) + 0.94% + 0.23% = 

11.84%). 

Chesapeake based its 4.0 percent risk-free rate on the historical yields of 20-year 
Treasury bonds and the forecasts for the yields on 30-year Treasury bonds published in the April 
1,2009, Blue Chip. The twelve-month average yield for 20-year Treasury bonds from May 2008 
through April 2009 was 4.14 percent. The Company indicated the yields for the 30-year 
Treasury bonds are expected to increase from 3.5 percent in the second quarter of 2009 to 4.3 
percent in the third quarter of 2010. Chesapeake contends that forecasts of interest rates should 
be emphasized to recognize the trend of increasing yields into the future. 

The Company used a beta of 0.77 for the Gas Group in its CAPM calculation. 
Chesapeake based its beta on the average of the betas for the companies in the Gas Group listed 
in the March 13,2009, edition of Value Line, which was 0.66. The Company explained that the 
Value Line betas are based on market value and should be adjusted to reflect the financial risk 
associated with the rate setting capital structure that is measured at book value. Chesapeake used 
the Hamada formula to calculate a leveraged beta of 0.77 for the book value capital structure of 
the Gas Group. 
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The Company's market premium in its CAPM was calculated from the total return on the 
market of equities using forecast and historical data. For the forecast data, Chesapeake used the 
September 12, 2008, edition of Value Line to determine the forecasted total return of 1,700 
stocks in the Value Line Survey. The result was 17.22 percent. For the historical data, the 
Company calculated the DCF return on the S&P 500 Composite index as of April 30, 2009. The 
result for the historical market return was 13.29 percent. Chesapeake calculated the average of 
the 17.22 percent and 13.29 percent result for a combined total market return of 15.26 percent. 
The Company then subtracted the risk-free rate of 4.0 percent from the total market return of 
15.26 percent to arrive at a market premium of 11.26 percent. 

Chesapeake added 0.94 percent to its CAPM calculation to account for the smaller size of 
the Gas Group as compared to the market as a whole. The Company contends that the CAPM 
could understate the cost of equity according to a company's size. Chesapeake explained that as 
the market capitalization of a company decreases, its risk and required return increases. 
Although the average market capitalization for the Gas Group was in the small-cap range, the 
Company adopted an adjustment for companies in the mid-cap range to provide a more 
conservative representation of the size adjustment. 

COMPARABLE EARNINGS 

Chesapeake applied the comparable earnings approach to analyze returns earned by other 
non-regulated firms of comparable risk. The Company selected twelve companies from the 
Value Line universe of 1700 companies that he believed have similar risk parameters to the Gas 
Group. Chesapeake used six Value Line rankings criteria to select the comparable companies. 
The criteria were: timeliness rank, safety rank, financial strength, price stability index, beta, and 
technical rank. The Company calculated the median rates of return for the comparable earnings 
group of companies over a ten-year period including five historical years and five projected 
years. The median rate of return for the comparable earnings group over the five-year historical 
period from 2003 through 2007 was 14.6 percent. The median rate of return over the forecasted 
period from 2011 through 2013 is 12.8 percent. Chesapeake used the average rates of return for 
the historical and forecasted periods to compute a cost of equity of 13.7 percent. Chesapeake 
indicated that it used the results from its comparable earnings method to confirm the results of 
the Company's market based models. A summary of the results of Chesapeake's ROE models is 
as follows: 

Model Gas Group 
DCF 11.49% 
RP 12.23% 
CAPM 11.84% 
Comparable Earnings 13.70% 

The Company concluded that based on the application of a variety of methods and models a 
reasonable cost of common equity for Chesapeake is 11.5 percent. 
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ANALYSIS 

The Company's ROE analysis relied on the evaluation of a group of eight gas companies 
(the Gas Group) selected from Value Line. Chesapeake used four different methodologies to 
estimate a cost of equity for the Gas Group. In many instances, the Company used dated 
information for estimates of the inputs for the models. In both the CAPM and the DCF models, 
the Company made an upward market-to-book value adjustment to the results of both models. In 
its final analysis, Chesapeake used subjective judgement to interpret the results of those models 
to derive an estimate for the required ROE. 

The indicated return from Chesapeake's DCF model appears higher than the data 
suggests. The Company eliminated the Value Line EPS from its data supporting the 5-year 
projected growth rates. If the Value Line EPS data was considered, the average projected growth 
rate would be 5.84 percent. Chesapeake added a leverage adjustment to its DCF computation 
based on its estimate of· market value equity ratio of 70 percent for the Gas Group. The 
Company did not provide any data to support its 70 percent market value ratio. According to 
AUS, Inc., the average book value equity ratio of the Gas Group is 52 percent compared to 
Chesapeake's equity ratio of 54 percent. Hence, a leverage adjustment is not appropriate in this 
case. Using 4.60 percent for the dividend/price component, 5.84 percent for the growth 
component, and allowing a flotation factor of 1.02 equates to a DCF result of 10.65 percent 
(4.60% + 5.84% = 10.44 x 1.02 = 10.65). 

The indicated return from the risk premium model also appears overstated. Chesapeake's 
risk premium model assumed a yield spread between A-rated public utility bonds over 20-year 
treasury bonds of 2.5 percent. The Company's yield spread is based on a twelve month period 
during which the credit markets experienced higher than normal volatility. This caused the yield 
spreads to be much wider than recent history showed. The average yield spread from December 
1998 through April 2009 is only 1.6 percent. The forecasted yields on 30-year Treasury bonds 
published in the November 1,2009, Blue Chip averages 4.6 percent for the four quarters in 2010. 
Adding a yield spread of 1.6 percent to the 30-year Treasury bond rate of 4.6 percent results in a 
prospective yield for long-term public utility debt of 6.2 percent. In addition, there is 
considerable academic research and empirical evidence documenting that risk premiums based 
on historical earned returns are poor predictors of current market expectations. Putting aside the 
issue of how the market risk premium was estimated, adding the 5.5 percent risk premium to the 
prospective yield on longer-term utility bonds of 6.2 percent indicates a return of 11.7 percent. 

The Company's CAPM was based partially on forecasted data from the September 12, 
2008, edition of Value Line. Using the most current issue dated November 6,2009, the market 
premium component in the CAPM would decrease from 8.66 percent to 7.99 percent. However, 
the academic criticism of using historical earned returns to estimate the prospective risk premium 
also applies to the Company's CAPM analysis. In addition, the Company increased the beta by 
again using a market-to-book adjustment based on a 70 percent market value equity ratio. 
Putting aside the issue of how the market risk premium was established, using a current market 
premium component and the actual Value Line beta measurements, the CAPM indicates a return 
of 10.44 percent. 

- 25



Docket No. 090 l25~GU 
Date: December 4, 2009 

The Company chose twelve companies for its Comparable Earnings approach. Based on 
Value Line data, the Comparable Earnings group is more risky than the Gas Group. The average 
beta for the Comparable Earnings Group is 88 compared to the average beta of 66 for the Gas 
Group. Both the average Timeliness Rank and average Safety Rank for the Comparable 
Earnings Group are slightly greater than the Gas Group. The Value Line ranking criteria 
collectively indicate that an investment in the Comparable Earnings Group is riskier than an 
investment in the Gas Group, and thus the expected ROE would be less for the Gas Group. 

It is generally accepted that earned or realized returns can and do differ significantly from 
investor required returns. Investors' required returns are a function of investors' expectations of 
risk and return on a prospective basis. It is reasonable to assume that investors recognize that 
historical returns are not necessarily a good indicator of future expected returns. There is little 
doubt that the recent financial crisis and disruption in the capital markets has exerted some 
degree of upward pressure on current expectations for the market risk premium. However, staff 
believes the incremental increase in required return, whatever the appropriate amount may be, 
should be applied to a more up~to~date estimate of the investor~required return. 

The Company believes Chesapeake is more risky than the Gas Group because of 
Chesapeake's smaller size and higher earnings variability. The Company believes that the cost 
of equity for the Gas Group provides a conservative measure for Chesapeake and would only 
partially compensate for its higher risk. 

It is evident that Chesapeake is smaller than the companies in the Gas Group. The 
average market capitalization of the Gas Group is approximately $1.75 billion compared to $220 
million for CUC. Chesapeake provided only 4.5 percent of CUC's annual revenue in 2008. 
Market capitalization is a measure of a company's share price multiplied by the total number of 
shares outstanding. Staff believes that Chesapeake's smaller size argument is disingenuous 
based on the fact that Chesapeake is a division of CUC and does not issue its own stock. Hence, 
Chesapeake does not have a market capitalization measure. 

The Company based its earnings variability evaluation solely on the annual returns on 
book equity for the five years from 2003 through 2007 for the Gas Group, the S&P Public 
Utilities, and Chesapeake. This evaluation consisted of calculating the coefficient ofvariation on 
five data points which statistically is insignificant. Further, the coefficient of variation is based 
on return over book equity. The level of equity for Chesapeake is determined by the 
management of CUC, not the market, thus rendering the data less meaningful for comparison 
purposes. Staff believes that the Company has not provided convincing evidence that 
Chesapeake is riskier than the Gas Group. 

According to AUS Inc., the authorized ROE for the companies in the Gas Group ranges 
from 10.0 percent to 11.67 percent. The average authorized ROE for the Gas Group is 10.45 
percent. The average book value common equity ratio for the Gas Group is 52 percent as 
compared to 54 percent for CUC as reported by AUS, Inc. Chesapeake's equity ratio for the 
projected 2010 test year is also 54 percent as discussed in Issue 12. Staff does not believe the 
investor~required ROE for Chesapeake is 105 basis points greater than the average authorized 
ROE for the Company's Gas Group. Finally, it is reasonable to consider recent Commission 
decisions in other rate cases for natural gas companies. On May 27, 2009, the Commission 
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authorized a ROE of 10.85 percent with an equity ratio of 48.13 percent for Florida Public 
Utilities Company. 12 On June 9, 2009, the Commission authorized an ROE of 10.75 percent 
with an equity ratio of 54.74 percent for Peoples Gas System.13 

CONCLUSION 

Staff recommends an authorized ROE of 10.8 percent. This return is above the average 
authorized ROE for a group of gas companies identified by the Company as having comparable 
business traits and risk parameters as Chesapeake. Staff believes this level of ROE also 
compensates for the financial risk associated with Chesapeake's capital structure. For the 
reasons discussed above, staff recommends the Commission set an authorized ROE of 10.8 
percent with a range of plus or minus 100 basis points for Chesapeake. 

12 Order No. PSC-09-0375-PAA-GU, issued May 27, 2009, in Docket No. 080366-GU, In re: Petition for rate 

increase by Florida Public Utilities Company. 

13 Order No. PSC-09-04 I I-FOF-GU, issued June 9, 2009, in Docket No. 080318-GU, In re: Petition for rate 

increase by Peoples Gas System. 
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Issue 16: Should the Return on Equity be reduced for the failure to adequately preserve and 
maintain plant records required by Rule 25-7.014(5), F.A.C., Records and Reports in General? 

Recommendation: Yes. As Chesapeake failed to adequately preserve and maintain plant 
records as required by Rule 25-7.014(5), its return on equity (ROE) should be reduced by 5 basis 
points. The 5 basis point ROE reduction is only for the purpose of calculating the appropriate 
amount of the revenue requirement. The recommended 10.80 percent ROE should be used for 
all other purposes. The effect of the 5 basis point reduction to staffs recommended ROE of 
10.80 percent is an ROE of 10.75 percent, resulting in a $15,045 reduction in the revenue 
requirement. (Kaproth) 

Staff Analysis: Chesapeake filed an affidavit with the Commission on August 31, 2009, 
attesting that Hurricane Jeanne struck Winter Haven, Florida in September 2004, and caused 
serious structural damage, including severe roof damage, to its office located in Winter Haven, 
Florida. As a result of the structural damage, some records were destroyed and others lost. As 
addressed in Issue 4 of this case, the Company was unable to provide primary support 
documentation for 100 percent of its plant additions. Chesapeake did provide sufficient 
secondary evidence to support its plant additions; however, secondary evidence is still less 
compelling than duplicate backup documents. 

Rule 25-7.014(5), F.A.C., states that a utility shall furnish the Commission with any 
information concerning the facilities or operations which the Commission may request and 
require for determining rates and judging the practices of the utility. The intention of this rule is 
to ensure that a utility can justify the level of plant that is being used to provide utility service. 

Hurricane Jeanne destroyed primary documentation necessary to support Chesapeake's 
plant additions. Section 120.542, F.S., allows a utility to request a rule waiver when compliance 
with the rule would create a substantial hardship or would violate principles of fairness. 
Therefore, once the loss was discovered, Chesapeake should have filed a petition for rule waiver 
based on the destruction of the records by a natural disaster, requesting that plant additions be 
supported by secondary documents. 

Currently, the utility is implementing an electronic document program called Doc Link, 
which provides an original electronic document that the Company will retain in accordance with 
the Commission regulations. Even though the Company has taken steps to comply with Rule 25
7.014(5), F.A.C., on a going-forward basis, Chesapeake failed to request a rule waiver for not 
having primary support documentation to support the Company's plant additions. 

Based on the above, staff recommends that Chesapeake's ROE should be reduced by 5 
basis points for not adequately preserving and maintaining plant records as required by Rule 25
7.014(5), F.A.C. The effect of the 5 basis point reduction to the recommended ROE of 10.80 
percent is an ROE of 10.75 percent. The 5 basis point ROE reduction is only for the purpose of 
calculating the appropriate amount of the revenue requirement. The recommended 10.80 percent 
ROE should be used for all other purposes. The 5 basis point ROE reduction results in a $15,045 
reduction in the revenue requirement. 
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Issue 17: What is the appropriate weighted average cost of capital including the proper 
components, amounts, and cost rates associated with the projected test year? 

Recommendation: The appropriate weighted average cost of capital for the test year is 6.83 
percent, as shown on Schedule 2. (Davis) 

Staff Analysis: The weighted average cost of capital is dependent upon several other issues in 
this case. This is a fall out issue. 

ANALYSIS 

The weighted average cost of capital is dependent upon several issues, including but not 
limited to, Issue 9 regarding accumulated deferred income taxes, Issue 10 - unamortized 
investment tax credit, Issue 12 capital structure, Issue 13 - cost rate for short-term debt, Issue 
14 - cost rate for long-term debt, Issue 15 - the appropriate return on equity, and Issue 16 
adjustment for not preserving and maintaining company records. If the Commission agrees with 
the staff recommendations on these issues, the weighted average cost of capital would be 6.83 
percent. 

The net effect of these adjustments is a decrease in the overall cost of capital from the 
7.15 percent requested by Chesapeake to a return of 6.83 percent as recommended herein. 
Schedule 2 shows the recommended test year capital structure. Based upon the proper 
components, amounts, and cost rates associated with the capital structure for the test year, staff 
recommends that the appropriate weighted average cost of capital for Chesapeake for purposes 
of setting rates in this proceeding is 6.83 percent. 
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NET OPERATING INCOME 

Issue 18: What are the appropriate trend factors for use in forecasting the test year budget? 

Recommendation: The appropriate trend factors are listed as follows: 

Table - 1 
Appropriate Trend Factors for 2009 and 2010 

Trend Factors Historic Base Year +1 
12/31/2009 

Projected Test Year 
12/31/2010 

Payroll Only 3.50% 3.50% 
Customer Growth & Inflation 0.75% 2.66% 
Inflation Only 0.00% 1.90% 
Customer Growth 0.75% 0.75% 

The recommended inflation trend factors of 0 percent for 2009 and 1.90 percent for 2010, 
result in a decrease of $187,442 to Chesapeake's proposed 2010 operation and maintenance 
expenses. (Hewitt, Kaproth) 

Staff Analysis: The Company proposed the following trend factors: 

Table - 2 
Chesapeake's Proposed Trend Factors for 2009 and 2010 

Trend Factors Historic Base Year +1 
12/3112009 

Projected Test Year 
12/3112010 

Payroll Only 3.50% 3.50% 
Customer Growth & Inflation 3.47% 3.47% 
Inflation Only 2.70% 2.70% 
Customer Growth 0.75% 0.75% 

In MFR Schedule G-6, page 239, the Company chose as a major assumption the inflation 
factor of 2.7 percent, for both the historic base year and the projected test year. At the time of 
the filing of the MFRs in July 2009, Blue Chip Economic Indicators (51 top national forecasters) 
had a consensus, June average of -0.6 percent CPI rate for 2009 and 1.8 percent for 2010. 
Although the CPI was predicted to be negative for 2009, it would be unrealistic to roll back the 
current budget near the end of the year. Therefore, staff chose a 0.0 percent inflation rate for 
2009 and 1.9 percent (the current consensus) for the 2010 inflation rate as more appropriate. 

In the MFRS, on pages 203 - 210, the Company requested an increase in payroll expense 
using trend factors of 3.5 percent in 2009 and 3.5 percent in 2010. In response to Staff Data 
Request No. 117, the Company explained that it utilized the four-year average wage increases for 
the Florida Division employees as the basis for the trend factor for both 2009 and 2010. 
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Based on the Company's historic payroll increases, the four-year average payroll increase 
is 3.74 percent. 

Table - 2 
Utility Support for 3.5 percent trend factor 

Applied to 2009 and 2010 
Year % Increase 
2005 3.11% 
2006 3.28% 
2007 3.57% 
2008 5.00% 

Four-Year Avg. 3.74% 

In review of the four-average wage increase, staff notes that the average has increased 
each year and significantly in 2008, at 5 percent. The 5 percent payroll increase did not go into 
effect until October I, 2008. However, the Company did request a 3.50 trend factor, which is 
less than the four-year average salary increase of3.74 percent. 

Staff believes the requested 3.50 percent trend factors for payroll for 2009 and 2010 are 
reasonable. To maintain a quality work force, it is imperative to attract and maintain 
experienced personnel. In June 2009, the Commission approved payroll trend factors for 
Peoples Gas System of 3.50 percent and 4.00 percent, for 2008 and 2009, respectively. IS The 
Peoples Gas System rate case did go to hearing; Chesapeake chose to have its case processed 
using the Proposed Agency Action procedure. While the Commission's decision in the Peoples 
Gas System case was based on an evidentiary record and should not serve as the primary basis 
upon which to approve Chesapeake's trend factors, staff has included this information for 
comparative purposes as Chesapeake and Peoples operate in close proximity to each other. 

Based on staffs review of the proposed trending factors, the appropriate trend factors that 
should be approved are as follows: 

Table - 1 

Appropriate Trend Factors for 2009 and 2010 


Trend Factors Historic Base Y .I. .ojected Test Year 
12/3112009 12/31/2010 

Payroll Only 3.50% 3.50% 
Customer Growth & Inflation 0.75% 2.66% 
Inflation Only 0.00% 1.90% 
Customer Growth 0.75% 0.75% 

15 Order No. PSC- 09-0411-FOF-GU, issued June 9, 2009, in Docket No. 080318-GU, ~'-"'-'-'--==~~= 
increase by Peoples Gas System. 
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Issue 19: Should the Commission approve Chesapeake's request (1) to defer amortization of a 
positive acquisition adjustment that resulted from the acquisition of Florida Public Utilities 
Company by Chesapeake Utilities Corporation and (2) to allow Chesapeake to start amortizing 
the acquisition adjustment should the Company experience overearnings? 

Recommendation: Based on Chesapeake's agreement that it will restate its books to reflect the 
Commission's future decision on the appropriate treatment of the acquisition adjustment, staff 
recommends that Chesapeake be permitted to defer amortization of the positive acquisition 
adjustment. However, Chesapeake should not be allowed to begin amortizing the acquisition 
adjustment for any reason, without prior Commission approval. Deferred amortization does not 
imply future rate recovery of these deferred costs. (Kaproth, Bulecza-Banks) 

Staff Analysis: Chesapeake Utilities Corporation (CUC) acquired Florida Public Utilities 
Company (FPUC) on October 28, 2009 in a corporate transaction, whereby FPUC became a 
wholly-owned subsidiary of CUC. Unlike FPUC, Florida Division of Chesapeake Utilities 
(Chesapeake) is an operating division of CUC. In the instant case, Chesapeake did not request 
recovery of dollars related to the positive acquisition adjustment resulting from the purchase of 
FPUC by CUC. Chesapeake has, however, requested the Commission allow it to defer 
amortization of the proposed acquisition adjustment, until such time that the regulatory treatment 
of the acquisition adjustment has been voted on by the Commission. That decision would occur 
if and when Chesapeake filed a petition requesting recovery of the acquisition adjustment. 

Chesapeake informed staff that if it was allowed to defer amortization of its proposed 
acquisition adjustment, it would restate all pertinent prior period books and records to reflect 
whatever the Commission determines to be the appropriate treatment of the positive acquisition 
adjustment and the amortization period. 

Chesapeake also requested that it be allowed to begin amortization should it experience 
earnings in excess of the high point of its authorized return on equity, inclusive of the positive 
acquisition adjustment, transaction costs, and transition costs. Moreover, Chesapeake believes 
the overearnings calculation should be based on the "combined company." As the assets and 
operations of FPUC and Chesapeake have not been combined, overearnings based on a 
"combined company" would be inappropriate. Staff does not believe Chesapeake should be 
allowed to begin amortizing the deferred costs in order to offset potential overearnings, either on 
a stand alone basis, or on a combined basis. Further, as staff has no basis to recommend 
approval of the recovery of the acquisition adjustment, transition costs, or transaction costs, the 
inclusion of these items to calculate overearnings is improper. The calculation and disposition of 
any potential overearnings should be determined by the Commission should such overearnings 
occur. 

Staff believes there is insufficient information available upon which to base a 
recommendation on the appropriate amortization period. Further, the final amount of the 
acquisition adjustment, if any, has yet to be determined. As a result, staff believes that it would 
be more appropriate to determine the appropriate amortization period if and when Chesapeake 
seeks Commission approval of the positive acquisition adjustment. 
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Based on Chesapeake's agreement that it will restate its books to reflect the 
Commission's future decision on the appropriate treatment of the acquisition adjustment, staff 
recommends that Chesapeake be permitted to defer amortization of the positive acquisition 
adjustment. However, Chesapeake should not be allowed to begin amortizing the acquisition 
adjustment for any reason, without prior Commission approval. Deferred amortization does not 
imply future rate recovery of these deferred costs. 
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Issue 20: Should the Commission allow Chesapeake (1) to record transaction and transition 
costs related to the purchase of Florida Public Utilities by Chesapeake Utilities Corporation as 
Regulatory Assets, (2) to suspend the amortization of these costs until such time that the 
regulatory treatment of the transition and transaction costs has been determined by the 
Commission, and (3) to allow Chesapeake to begin amortizing the Regulatory Assets should the 
Company experience overearnings? 

Recommendation: Based on Chesapeake's agreement that it will restate its books to reflect the 
Commission's future decision on the appropriate treatment of the transition and transaction costs, 
staff recommends that Chesapeake be permitted to record the transaction and transition costs as 
Regulatory Assets and defer amortization of these costs. However, Chesapeake should not be 
allowed to begin amortizing the Regulatory Assets for any reason, without prior Commission 
approval. Deferred amortization does not imply future rate recovery of these deferred costs. 
(Kaproth, Bulecza-Banks) 

Staff Analysis: As stated in Issue 19, Chesapeake Utilities Corporation (CUC) purchased 
Florida Public Utilities Company (FPUC) on October 28, 2009 in a corporate transaction, 
whereby FPUC became a wholly-owned subsidiary of CUC. Unlike FPUC, Florida Division of 
Chesapeake Utilities (Chesapeake) is an operating division of CUC. In the instant case, 
Chesapeake did not request recovery of dollars related to the Regulatory Assets associated with 
the transaction and transition costs resulting from the purchase of FPUC by CUC. Chesapeake 
has, however, requested the Commission allow it to defer amortization of the Regulatory Assets, 
until such time that the regulatory treatment of the transition and transaction costs has been voted 
on by the Commission. That decision would occur if and when Chesapeake files a petition 
requesting recovery of the transition and transaction costs. 

Chesapeake informed staff that if it was allowed to defer amortization of the Regulatory 
Assets, it would restate all pertinent prior period books and records to reflect the Commission's 
vote on the establishment of the Regulatory Assets. 

Chesapeake also requested that it be allowed to begin amortization should it experience 
earnings in excess of the high point of its authorized return on equity, inclusive of the positive 
acquisition adjustment, transaction costs, and transition costs. Moreover, Chesapeake believes 
the overeamings calculation should be based on the "combined company." As the assets and 
operations of FPUC and Chesapeake have not been combined, overearnings based on a 
"combined company" would be inappropriate. Staff does not believe Chesapeake should be 
allowed to begin amortizing the deferred costs in order to offset potential overeamings, either on 
a stand alone basis, or on a combined basis. Further, as staff has no basis to recommend 
approval of the recovery of the acquisition adjustment, transition costs, or transaction costs, the 
inclusion of these items to calculate overearnings is improper. The calculation and disposition of 
any potential overearnings should be determined by the Commission should such overeamings 
occur. 

Based on Chesapeake's agreement that it will restate its books to reflect the 
Commission's future decision on the appropriate treatment of the transition and transaction costs, 
staff recommends that Chesapeake be permitted to record the transaction and transition costs as 
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Regulatory Assets and defer amortization of these costs. However, Chesapeake should not be 
allowed to begin amortizing the Regulatory Assets for any reason, without prior Commission 
approval. Deferred amortization does not imply future rate recovery of these deferred costs. 
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Issue 21: What is the appropriate amount of environmental clean-up costs, recovery period and 
recovery mechanism? 

Recommendation: The appropriate amount of environmental clean-up costs is $956,257 with a 
recovery period of four years. The mechanism for recovery will be addressed in Issue 28. 
(Kaproth) 

Staff Analysis: In Witness Pence's prefiled testimony, he stated that Chesapeake is and was the 
owner/operator of the Manufactured Gas Plant (MGP) in Winter Haven when it was in operation 
from approximately 1928 to 1953. Witness Pence explained that the routine operations at the 
MGPs resulted in releases of MGPs waste materials. It was not until the enactment of the 
Comprehensive Environmental Response, Compensation and Liability Act ("CERCLA"), in 
1980, that the Federal government began regulating such releases. Florida enacted legislation 
similar to CERCLA in 1983. According to the Company, under CERCLA, all the federal 
government needed to show is that the property is contaminated and that the defendant is within 
the class of persons deemed responsible under the "CERCLA", for the entity to be responsible 
for the clean-up. 

Chesapeake began remediation at its site on May 19,2001, when the Florida Department 
of Environmental Regulation approved the Utility's proposal to implement air spurge/soil vapor 
extraction ("AS/SVE") as a remedy for the MFP-hydrocarbon impacts present in soil and 
groundwater in the northern and central portions of the site. AS/SVE is a form of in situ remedy 
that provides for all soil and groundwater remediation "in ground" by introduction of forced air 
into the groundwater and extraction of vapors from the overlying soils. 

On December 22, 2006, Chesapeake's consultants reported that an off-site soil and 
sediment assessment was successful. In addition, excavation and removal of petroleum
impacted solids related to the former underground petroleum storage tank system for off-site 
treatment was performed April/May 2008. The Company recently completed four post-removal 
quarterly groundwater sampling events to confirm that the excavation and off-site treatment of 
the petroleum-impacted soil was successful. On June 10, 2009, Polk County notified the 
Company that a minimum of two additional quarterly sampling events would be required for one 
of the wells to complete the Company's post-active remediation monitoring obligation for the 
petroleum impacts. 

The Company has calculated the cost to complete solid and groundwater remediation 
utilizing certain assumptions. The assumptions have been discussed with the environmental 
consultant performing work at the Winter Haven MGP site who believes they are reasonable in 
light of work that is being conducted at similar sites throughout Florida and the rest of the 
country. These assumptions include identification of: 

1. 	 estimated volume of impacted soils to be remediated; 
2. 	 most likely soil remediation alternatives; 
3. 	 capital costs for construction of groundwater treatment systems; 
4. 	 projected operation and maintenance costs of the groundwater treatment systems 

for the life of the remediation projects; and, 
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5. 	 performance monitoring costs. 

The Company estimated the costs to be $600,000 as follows: 

1. 	 Estimated cost to complete remediation of impacted soils and groundwater being 
treated by the AS/SVE treatment system is projected to be approximately 
$150,000; 

2. 	 Estimated costs to complete an assessment of the southwest portion of the site and 
to remediate the impacted soils present at that location is projected to be 
approximately $270,000; 

3. 	 Remaining costs to address all remaining environmental impacts at the site to the 
former MGP (excluding off-site soils and sediments, but including legal fees and 
other consulting fees) of $180,000 for a total estimated cost of $600,000. 

In response to Staff Data Request No. 100, Chesapeake increased the estimated cost to 
complete the remediation to $688,000; the cost was updated to include the actual costs of the 
operation of the AS/SVE treatment system for the first seven months of 2009. Also, the updated 
costs include an estimate of one year of post remediation groundwater monitoring that is 
anticipated to be required by the Florida Department of Environmental Protection after the 
projected termination of the AS/SVE treatment system in 2012. Staff believes the updated costs 
are appropriate. 

The Company, in its petition, also requested that it be allowed to recoup monies it spent 
for remediation that were in excess of the monies it collected from its ratepayers. In its last rate 
case,16 the Commission granted Chesapeake authority to collect $71,114 annually from its 
ratepayers for its projected remediation costs. However, this amount has failed to cover the costs 
incurred by the Company. The Company calculation of its under recovery of $268,257 as of 
December 31, 2008, is as follows: 

Summary of Amounts Collected Through Rates and Cost incurred for 
the Remediation of the Manufactured Gas Plant Site 

Date Amounts 
Collected 

Overearnings 
Applied 

Costs 
Incurred 

Over(Under) 
Collected 

Beginning bal. @ 12/3111999 $504,710 
12/3112000 $71,114 $17,443 $558,381 
12/3112001 $71,114 $106,773 $522,722 
12/3112002 $71,114 $318,663 $275,173 
12/3112003 $71,114 $137,185 $209,102 
12/3112004 $71,114 $97,782 $182,434 
12/3112005 $71,114 $96,117 $157,431 
12/3112006 $71,114 $138,671 $89,874 
12/3112007 $71,114 $176,438 ($15,450) 
12/3112008 $71,114 $323,921 ($268,257) 

16 Order No. PSC-00-2263-FOF-GU, issued November 28,2000, in Docket No. 000108-GU, In re: Request for rate 
increase by Florida Division of Chesapeake Utilities Corporation. 
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Chesapeake requested the environmental clean-up cost be recovered over a four year 
period. A four year recovery of the environmental clean up costs of $956,257 ($268,257 past 
costs plus its projected costs of $688,000) would be $239,064 a year. Staff verified that the 
Company did not include the $71,114 yearly expense in calculation of the revenue requirement. 
Staff reviewed the costs difference between a four year and five year amortization period for the 
FTS-l rate class. Under a four-year amortization period, the surcharge for FTS-l is $0.62, while 
under a five-year amortization period, the surcharge is $0.50, a $0.12 difference. Staff believes 
that the reduction of the surcharge for a five-year period of recovery would be minimal 
compared to the amortization of the costs ending completely after four years. Also, staff 
believes that these environmental costs need to be removed from the books and recovered by the 
Company in a timely manner. Therefore, staff recommends the environmental clean-up costs be 
recovered over a four-year period. 

Based on the above, staff recommends the recovery of $956,257 ($688,000 + $268,257) 
in environmental clean-up costs and a recovery period of four years. The mechanism for the 
recovery will be addressed in Issue 28. 
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REVENUE REQUIREMENT 

Issue 22: Should an adjustment be made to Income Tax Expenses for the 2010 projected test 
year? 

Recommendation: Yes. Total Income Tax Expense should be increased by $70,534 resulting in 
a total income tax expense of $387,702 for the 2010 projected test year. (Salnova) 

Staff Analysis: Chesapeake proposed a total Income Tax Expense of $317,168 for the 2010 
projected test year. Total Income Tax expense consists of income taxes currently payable and 
deferred income taxes. As shown on MFR Schedule 0-2, page 35, Chesapeake applied the 
currently effective State and Federal income tax rate to compute the current portion of income 
tax expense. Current taxable income was derived from subtracting the interest expense inherent 
in the cost of capital from the projected test year net operating income before taxes and from 
adjusting the net operating income for other permanent and timing differences. Deferred Income 
Tax Expense was computed for timing differences as shown on Schedule 0-2, page 36. 

Staff agrees that the methodology used by Chesapeake to calculate Income Tax Expense 
is consistent with SFAS 109, Internal Revenue Code, and Income Tax Regulations covering the 
projected test year. However, this is a fallout issue. As shown on Schedule 3, the Income Tax 
expense is a result of other adjustments made by the Commission. Based on staffs 
recommendations, the requested total Income Tax expense of $317, 168 (current, deferred, and 
ITC amortization) should be increased by $70,534, resulting in an adjusted total of $387,702 for 
the 2010 projected test year. 

Amount Requested $317,168 

Staffs Adjustments 70,534 

Total Income Tax Expense $387,702 
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Issue 23: Is Chesapeake's projected Net Operating Income in the amount of $1,497,585 for the 
2010 projected test year appropriate? 

Recommendation: No. Chesapeake's Net Operating Income with staffs recommended 
adjustments is $1,614,492. (Kaproth) 

Staff Analysis: This is a fallout issue. Based on staffs recommendations, the appropriate Net 
Operating Income is $1,614,492. (See Schedule 3) 
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Issue 24: What is the appropriate 2010 projected test year net operating income multiplier for 
Chesapeake? 

Recommendation: The appropriate Revenue Expansion Factor is 62.0582 percent and the 
appropriate Net Income Multiplier is 1.6114, as shown on Schedule 4. (Kaproth) 

Staff Analysis: The appropriate Revenue Expansion Factor and Net Operating Income 
Multiplier are calculated as shown below: 

Line No. Description Company Staff 

1 Revenue Requirement 100.0000% 100.0000% 
2 Gross Receipts Tax Rate 0.0000% 0.0000% 
3 Regulatory Assessment Rate (0.5000)% (0.5000)% 
4 Bad Debt Rate 0.0000% 0.0000% 
5 Net Before Income Taxes (1)-(2)-(3)-(4) 99.5000% 99.5000% 
6 State Income Tax Rate 5.5000% 5.5000% 
7 State Income Tax (5x6) 5.4725% 5.4725% 
8 Net Before Federal Income Tax (5-7) 94.0275% 94.0275% 
9 Federal Income Tax Rate 34.0000% 34.0000% 
10 Federal Income Tax (8x9) 31.9694% 31.9694% 
11 Revenue Expansion Factor (8)-(10) 62.0582% 62.0582% 

12 Net operating Income Multiplier 100%/Line 11 1.6114 1.6114 
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Issue 25: Is Chesapeake's requested annual operating revenue increase of $2,965,398 for the 
2010 projected test year appropriate? 

Recommendation: No. The appropriate annual operating revenue increase is $2,536,307 for 
the 2010 projected test year. (Kaproth) 

Staff Analysis: This is a fall out issue. Based on staff's recommendations, the appropriate 
annual operating revenue increase is $2,536,307 for the 2010 projected test year. (See Schedule 
5) In addition to the base rate increase of $2,536,307, staff is recommending that a 4-year 
surcharge of $239,064 annually be implemented to recover environmental clean-up costs. This 
results in a total annual revenue increase of$2,775,371 during the 4-year surcharge period. 
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COST OF SERVICE AND RATE DESIGN 

Issue 26: What is the appropriate cost of service methodology to be used in allocating costs to 
the various rate classes? 

Recommendation: The appropriate cost of service methodology to be used in allocating costs to 
the various rate classes is reflected in staff's cost of service study contained in Schedule 6, pages 
1-26. (Draper) 

Staff Analysis: The appropriate cost of service methodology to be used in allocating costs to the 
various rate classes is reflected in staff's cost of service study contained in Schedule 6, pages 1
26. Pages 24 and 25 of Schedule 6 show the present and proposed rates. 

The purpose of a cost of service study is to allocate the total costs of the utility system 
among the various rate classes. The results of the cost of service study are used to determine 
how any revenue increase granted by the Commission will be allocated to the rate classes. Once 
this determination is made, base rates are designed for each rate class that recover the total 
revenue requirement attributable to that class. Base rates for Chesapeake include the fixed 
monthly transportation charge which is addressed in Issue 38, and the variable per-therm usage 
charge, which is addressed in Issue 39. In rate design, the transportation charge is typically 
determined first, with the per-therm energy charge being the fall-out charge. 

The Company's proposed cost of service study is contained in MFR Schedule H. Staff's 
recommended study differs from the Company's filed study. Staff's study reflects the staff
recommended adjustments to rate of return, operations and maintenance expenses, and resulting 
operating revenue increase as shown in Issue 25. The proposed rates are designed to recover 
$2,536,307 for the 2010 projected test year. 
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Issue 27: Should the Commission approve the proposed new Solar Water-heating 
Administrative and Billing Service tariff? 

Recommendation: Yes, the tariff initiating the pilot project should be approved, but any costs 
associated with the pilot should not be approved at this time. Any costs Chesapeake seeks to 
recover through the Natural Gas Conservation Cost Recovery Clause should be filed in the 2010 
clause proceedings. (Webb) 

Staff Analysis: 

Overview 

As part of its petition for an increase in rates, Chesapeake is proposing a new three-year 
experimental tariff to be called the Solar Water-Heating Administrative and Billing Service 
Tariff (SWHS). This initiative would involve the installation of thermal solar water heating 
systems in combination with high efficiency gas-fired water heaters. Chesapeake states that it 
intends to absorb the costs of the pilot initiative, except for the marketing and customer 
information costs which Chesapeake proposed to recover through the Gas Conservation Cost 
Recovery clause. The costs and revenues from fees were not included in the utility's 
determination of revenue requirements in the rate case. 

Chesapeake states that its motivation for implementing this pilot initiative is to promote 
the state's renewable energy public policy goals. The utility is hopeful that these combination 
systems would attract additional customers, leading to increased appliance connections, once the 
gas infrastructure is installed to serve the solar option. Chesapeake estimates that the 
replacement of 1,000 electric water heaters with combination solar/gas systems would have the 
potential to reduce approximately 0.718 MW of winter peak demand and approximately 
5,925,000 pounds of carbon emissions. Chesapeake asserts the solar component of the 
installation would provide approximately 70 percent of the hot water produced, with the gas 
unites) providing the backup heating requirements. These installations would improve the 
energy efficiency and reduce total fuel cycle carbon emissions of existing gas water heating 
systems. 

Pilot description 

Because of the high initial costs for the available technologies for residential and small 
commercial solar water heating as compared to traditional systems, Chesapeake has engineered 
the pilot initiative to overcome the initial financial barriers for customers, while allowing them to 
experience the overall positive cost benefits of increased energy efficiency and reduced carbon 
emissions over the life of the system. The customer would enter into a commercial agreement 
with a predetermined third-party contractor for the financing, installation, and maintenance of the 
system. Chesapeake would provide marketing, consumer education services, billing services, 
and general oversight of the customer service practices of the third parties, for which Chesapeake 
would receive approximately 20 percent of the customer's monthly charge to participate. If the 
third party does not perform as expected by Chesapeake, Chesapeake would have the ability to 
discontinue billing services for the third party. 
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Under the proposed pilot initiative, the third-party contractor would finance, install, and 
maintain the systems for a monthly fee from the customer, estimated to total approximately $35 
to $40 per customer, depending on the terms of the contract. This is comparable to a similar 
program provided by Lakeland Electric, which charges its customers $34.95 monthly. In 
exchange for marketing, consumer education, billing and oversight activities, Chesapeake would 
retain a $7.50 administrative fee from each monthly customer payment before remitting the 
remainder to the third-party contractor. This $7.50 fee was determined based on the utility's 
current Shipper Administrative and Billing Services tariff, the commodity billing and collection 
service for gas marketers, and was not designed to recover the cost of providing the billing and 
collection services proposed for the pilot initiative. The utility expects to re-evaluate this fee 
based on actual data in the event it later petitions for permanent program status. If the 
combination solar/gas combination system is the customer's only gas appliance, the customer 
would be responsible for any Contributions in Aid of Construction (CIAC) charges to extend gas 
services to the premises. Other than the billing fee and any tariffed rates for gas utility services, 
Chesapeake will impose no other charges on the participating customers. All other costs of 
participation would be governed by the terms of the customer's contract with the third party 
contractor. 

Chesapeake would not participate in, nor have a stake in, the customer's agreement with 
the third party contractor. Any modifications of the home structure to enable the system would 
be the responsibility of the customer and completed under applicable building codes and 
inspected by local building departments. In the event a participating customer moves, the new 
homeowner would have the option to continue the program at the going rate, or could opt out of 
the program without penalty. Unless otherwise negotiated between the customer and the third
party contractor, all Renewable Energy Certificates (RECs) generated by the solar/gas 
combination system would belong to the entity making the investment in the system that 
produces the carbon reduction, namely, the third-party contractor. 

Should a customer elect to cancel his participation in the pilot, a $250 fee would be 
charged by the third party provider for removal of the system from the customer's roof. Liability 
relating to the customer's roof would be negotiated between the customer and the third-party 
contractor within the terms of the agreement, with the responsibility for roof repairs belonging to 
the third-party contractor. 

A typical annual maintenance visit for the combination system is estimated by 
Chesapeake to require approximately one hour of labor at a cost of approximately $80 - $100, 
which would be absorbed by the third-party contractor. No costs related to maintenance would 
be charged to the customer, barring those caused intentionally or through the negligence of the 
homeowner. The installed costs of the system, borne completely by the third-party contractor, 
are estimated to range between $4,500 and $5,000. According to Chesapeake, a typical, properly 
maintained thermal solar water heating system should operate for decades. Certain component 
parts would, of course, require replacement and/or maintenance during that time, including 
pumps, valves, piping insulation, glycol for freeze protection, etc. Conversely, a tankless gas 
water heater should experience a service life of approximately twenty years. The life of the 
combination system would likely fall within these time frames. 
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Chesapeake has identified at least two non-affiliated third parties that are interested in 
financing, installing, and maintaining the combination systems. While the utility has not 
disclosed the names of the interested parties while still in negotiations, it does indicate that 
appropriate business licensing, insurance and demonstrated technical competency would be 
required of the third-party contractor. Such demonstrations may involve participation in training 
programs offered by the Florida Solar Energy Center or other recognized solar training centers. 

Chesapeake's optimal projection for this pilot initiative is that, at the end of the three
year experimental period, it could attract or retain customers it might otherwise have lost, expand 
into new areas, and meet the environmentally friendly expectations of existing and potential 
customers. Chesapeake defines optimal success with the pilot initiative as consisting of a 
minimum of 50 customers volunteering by the end of the three-year period. Should this occur, 
Chesapeake would petition to convert the pilot to permanent program status and establish a cost
based billing service rate. If the pilot attracts more customers than projected, prior to the three
year period, Chesapeake would accelerate petitioning for permanent program status. Chesapeake 
used a working estimate target of 25 installations in 2010, building to a minimum of 50 
installations in subsequent years for its planning purposes. 

As noted above, Chesapeake is not seeking any increase in revenue requirements in this 
case to recover costs associated with this pilot. Chesapeake anticipates that the initial cost to 
modify its customer information and billing system will be approximately $20,000, with 
additional undefined expenses necessary to establish and administer the internal customer 
accounting procedures. Because the utility expects 25 or fewer installations in 20 10, recovery of 
this $20,000 from these initial participants would not be practical. Chesapeake projects that if it 
achieves 25 installations in 2010, it would receive, at most, $2,250 from fees, leaving a minimum 
of $17,750 unrecovered. 

The Company notes that it also expects to lose an average of approximately $53 in base 
rate revenue for each combination system installed, offset by the $90 in revenue per system per 
year as a result of the monthly billing service fees, resulting in a net increase of approximately 
$37 annually per system. At the end of the three-year period, Chesapeake plans to assess the 
actual costs to provide this service, and would petition the Commission to convert the 
experimental rate to a permanent cost based rate to be determined at that time. 

Chesapeake proposed that consumer education and water heater rebate payments related 
to the promotion or installation of combination solar/gas water heaters would be recovered 
through the usual ECCR process, not as part of the proposed billing service fee. The utility 
estimates that it will expend approximately $25,000 to $30,000 in 2010 for conservation 
advertising to promote the program in its service areas, primarily through direct mail. 
Chesapeake states that replacement of existing storage tank electric water heaters with solar/gas 
combination systems would yield $525 in approved water heater rebates per installation. If the 
estimated 25 installations are completed in 2010, the total rebate amount would equal $13,125. 
The material development costs associated with the promotion of the program are estimated at 
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$5,000, with approximately $20,000 for postage. Chesapeake anticipates that its marketing costs 
during 2010 will increase by approximately $25,000 to $30,000. 

CONCLUSION 

The gas/solar pilot project is an innovative approach to encouraging solar energy usage. 
It is a small scale pilot which can gauge the interest in such joint programs in the future. 
Chesapeake is not requesting recovery of any of the costs associated with the pilot through base 
rates. It specifically stated that the revenue requirements requested in this case do not include 
any costs associated with the renewable pilot. Instead, Chesapeake plan to seek approval for 
recovery of some costs through the Natural Gas Conservation Cost Recovery factor (Docket No. 
090004-GU). 

While staff is recommending that the Commission approve the tariff as proposed in this 
filing, we are not recommending that the Commission approve, at this time, the amounts cited by 
Chesapeake for recovery through the conservation clause. The costs are not adequately 
supported at this time. As Chesapeake gets further into the pilot, it will be better able to assess 
the actual costs. The conservation factors for 2010 were approved by the Commission during the 
November clause proceedings in Order No. PSC-09-0733-FOF-GU, and Chesapeake has not 
proposed changing those factors in this filing. 17 Chesapeake has stated that the cost impact is 
minimal because the program will take some time to ramp up. Therefore, it should not be at a 
significant disadvantage financially if it chooses to begin the pilot prior to the 2010 clause 
hearings. The pilot should be approved in this docket but approval of the actual costs should be 
deferred until the annual clause proceedings in 2010. 

17 Order No. PSC-09-0733-FOF-GU, issued November 4, 2009, in Docket No. 090004-GU, In re: Natural gas 
conservation recovery. 
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Issue 28: Should the Commission approve the new temporary environmental surcharge to 
recover costs related to environmental remediation of the Company's former manufactured gas 
plant (MGP) site in Winter Haven? 

Recommendation: Yes. The Commission should approve the temporary environmental 
surcharge to recover costs related to environmental remediation of the Company's former MGP 
site in Winter Haven, over a four-year period, and any over/under- recovery be included in the 
Company's true-up at the conclusion of the four-year period. (A. Roberts) 

Staff Analysis: Chesapeake proposed a temporary environmental surcharge to collect costs 
related to the environmental remediation of the Company's former MGP site. The temporary 
surcharge would be' a fixed monthly charge included in each customer's bill for the FTS-A 
through the FTS-12 rate classes. The FTS-13 and Special Contract Consumers will be excluded 
from the environmental surcharge because of special negotiated contracts. Costs related to the 
environmental remediation are currently being collected through base rates in the amount of 
$71,114 annually. If the temporary surcharge is approved this amount would be removed from 
base rates and the approved recovery amount (Issue 21) will be collected through the surcharge 
and amortized over a period of four years. 

Chesapeake states, the environmental surcharge has been calculated as a monthly fixed 
surcharge rate, as opposed to a variable cents per therm rate, that will be applied to the respective 
rate classes. A fixed surcharge provides for more certainty regarding the revenues generated, 
and should produce only a minimal true-up amount at the end of the recovery period. The 
surcharge was designed to cover a pro-rata distribution of the recommended annual amount of 
$239,064. As discussed in Issue 21, staff recommends a recovery amount of $956,257. A four 
year amortization period results in the recommended annual amount of $239,064. 18 To derive 
the monthly surcharge amount by rate class, the 2010 annual therm quantities for each rate class 
were divided by the total therm quantities for all applicable classes. After the resulting recovery 
amount ratios were determined they were divided by the number of 2010 bills for each class to 
determine the monthly fixed surcharge amount for each rate class. Below is a chart showing the 
monthly fixed surcharge to be applied to each of the applicable rate classes. 

Rate Schedule Fixed Surcharge 
Amount 

FTS-A $0.37 
FTS-B $0.49 
FTS-1 $0.62 
FTS-2 $1.04 

FTS-2.1 $1.86 
FTS-3 $3.44 

FTS-3.l $5.58 
FTS-4 $9.55 
FTS-5 $17.47 
FTS-6 $28.85 

18 $956,257-;.-4 = $239,064 
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Rate Schedule Fixed Surch 
Amount 

FTS-7 $45.48 
FTS-8 $79.51 
FTS-9 $127.43 
FTS-I0 $186.61 
FTS-ll $332.54 
FTS-12 $598.88 

Staff believes the temporary surcharge is an appropriate method of collecting costs 
associated with the environmental remediation of the MGP site. First, it allows the Company to 
recoup necessary costs and expenses associated with the remediation of the MGP site in a timely 
manner. Under the current recovery method, it would take the Company an estimated 13 years 
to recoup the estimated full cost of $956,257, on an annual basis of $71,114. In addition to 
timely collection, the surcharge has the advantage over collection through base rates because 
once the costs have been recovered, Chesapeake can remove the charge from customer bills 
without having to file a rate proceeding for modification to its base rates. 

The Commission has previously approved temporary surcharges to collect known costs 
for Gulf Power Company (Gulf)19 and Progress Energy Florida, Inc. (Progress).20 Specifically 
for Gulf, the Commission approved the recovery of $51 million related to restoration activities 
resulting from Hurricane Ivan; and, for Progress, the Commission approved the recovery of $231 
million for storm-related costs for restoration and operation and maintenance expenses resulting 
from Hurricanes Charley, Frances, Jeanne, and Ivan. Once the costs were collected, Gulf and 
Progress discontinued the surcharge. 

Staff recommends the Commission approve the temporary environmental surcharge to 
collect costs related to the environmental remediation of the company's former MGP site over a 
four year period, and any over/under- recovery be included in the Company's true-up at the 
conclusion of the four year period. A residential customer taking service on the FTS-l rate 
schedule, will pay an additional $0.62 on their monthly bill for a 4-year period. 

19 Order No. PSC-05-0250-PAA-EI, issued March 4, 2005, in Docket No. 050093-EI, In re: Petition for approval of 

stipulation and settlement for special accounting treatment and recovery of costs associated with Hurricane Ivan's 

impact on Gulf Power Company. 

20 Order No. PSC-05-0748-FOF-EI, issued July 14,2005, in Docket No. 041272-EI, In re: Petition for approval of 

storm cost recovery clause for recovery of extraordinary expenditures related to Hurricanes Charley, Frances, 

Jeanne, and Ivan, by Progress Energy Florida, Inc. 


- 50

http:Progress).20


Docket No. 090125-GU 
Date: December 4, 2009 

Issue 29: Should Chesapeake be allowed to recover 100 percent of the revenue shortfall 
associated with Contract Firm Transportation Service discounts offered to industrial customers 
as opposed to the 50 percent allowed currently? 

Recommendation: Yes. Chesapeake should be allowed to recover 100 percent of the revenue 
shortfall associated with Contract Firm Transportation Service (CFTS) discounts offered to 
industrial customers as opposed to the 50 percent allowed currently. (A. Roberts) 

Staff Analysis: Chesapeake's Contract Firm Transportation Service is available to any FTS-6 or 
higher customer consuming 50,000 or more therms per year, who can show they have alternative 
fuel capabilities or a viable bypass option. Customers taking service under the CFTS can receive 
discounted service through the use of the Competitive Rate Adjustment (CRA) mechanism, 
which allows the Company to recover revenue shortfalls that occurs from discounted rates 
offered to any FTS-6 or higher customer who meets the criteria. Currently, the revenue shortfall 
that occurs from the discounted rate is split 50/50 between shareholders and all other customers 
not receiving service under the discounted rate mechanism (see chart below for differential), 

Having industrial customers on the system greatly benefits all users, particularly the 
residential customers. Customers benefit because large load users are able to absorb a greater 
portion of the fixed cost necessary to provide the service; as a result, rates are lower, especially 
for small load users. Conversely, losing industrial customers who have alternative fuel sources 
or viable bypass options would pose a greater burden on all ratepayers, and could result in higher 
rates. As discussed in the Company's response to Staffs Data requests No. 195, the Company 
currently has no customers utilizing the CRA mechanism, and hasn't since February 17, 2009. 
Therefore, this change poses no immediate effect to ratepayers because there currently are no 
industrial customers utilizing the discounted rate mechanism. 

Listed below is a chart detailing the CRA differential for a five year period.21 

Year Differential 50% Recoverv Amount 
2005 $223,702 $111,851 
2006 $158,852 $79,426 
2007 $211,728 $105,864 
2008 $189,338 $94,669 
2009 $110,279 $55,140 

The Company asserts that the previous sharing mechanism of shortfalls was rational 
because the Company had several industrial customers utilizing an interruptible rate, and as a 
result, was able to charge a premium for service. However, today, the Company is no longer 
able to charge a premium due to elimination of the interruptible rate class. When a premium was 
charged, the Company shared 50 percent of that premium with ratepayers. Conversely, now that 
there are no premiums, the Company believes it should no longer absorb 50 percent of the 
revenue shortfall from the discounted rate for industrial customers. 

21 This data was provided by Thomas A. Geoffroy, Staff Data Request No. 1-8 and No. 198 
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After reviewing the information provided by the Company, staff believes the general 
body of ratepayers benefits from the retention of industrial customers. Requiring the Company 
to continue absorbing 50 percent of the revenue shortfall may serve as a disincentive to offer 
discounted service to an industrial customer, who would otherwise leave the system. Staff 
further believes that it is appropriate to allow the Company to recover 100 percent of the revenue 
shortfall associated with CFTS discounts offered to industrial customers from ratepayers, as 
opposed to the 50 percent allowed currently. Allowing the Company to recoup 100 percent of 
the revenue shortfall associated with CFTS is consistent with treatment of similar gas companies 
such as Florida City Gas, Peoples Gas, and Sebring Gas, who all currently collect revenue 
shortfalls associated with Competitive Rate Adjustments from its ratepayers. 
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Issue 30: Are the utility's proposed miscellaneous service charges appropriate? 


Recommendation: The appropriate miscellaneous service charges are as follows: 


Service Charge 

Connection Charge 
FTS-A through FTS-3.1 
FTS-4 through FTS-6 
FTS-7 and above 

Change of Account Charge 

Staff Recommendation 

$52.00 
$75.00 

$200.00 

$13.00 

I 
I 

Return Check Charge 
Collection in Lieu of Discontinuance Charge 

Greater of $25 or 5% of check 
$40.00 

(Thompson) 

Staff Analysis: The miscellaneous service charges are fixed charges that are paid when a 
customer request a specific one-time service. The miscellaneous service charges are designed to 
recover the Company's costs associated with the specific activity. The difference in the cost of 
this service and the proposed charge will be recovered through base rates for all ratepayers. 

Staff's recommended miscellaneous service charges are contained in the table below. 
The table also shows the current and proposed charges, the cost to the Company, and the staff 
recommended charges. 

Company Company I 

Miscellaneous Current Proposed Cost (MFR Staff 
Service Charge Charge Charge E-3) Recommendation I 

Connection Charge 
FTS-A through FTS

I

3.1 $30.00 $52.00 $69.45 $52.00 
FTS-4 through FTS-6 $60.00 $75.00 $89.45 $75.00 
FTS-7 and above $60.00 $220.00 $195.40 $200.00 I 

Change of Account 
Charge $15.00 $13.00 $11.94 $13.00 

! 

! Return Check Greater of $25 Greater of $25 Greater of $25 or 
Charge or 5% of check or 5% of check 5% of check 

Collection in Lieu of 
Discontinuance 
Char2e $20.00 $40.00 $39.60 $40.00 
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As shown in the table, staff is recommending the same miscellaneous service charges as 
the Company has proposed except for the Connection Charge for FTS-7 and above classes. 
During staff analysis of the cost studies in MFR Schedule E-3, it was found that the cost to the 
Company for this service is $195.40. The Company proposed a charge of $220.00 in its initial 
filing. In Staff Data Request No. 122, the Company stated that the proposed charge should have 
been filed as $200.00. The Company further states that the Company will produce a corrected 
tariff page to reflect the $200.00 Connection Charge for these rate classes. Staff agrees that a 
charge of $200.00 is appropriate. This charge would allow for the Company to cover the costs it 
incurs through providing this service to the FTS-7 and above classes. 
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Issue 31: Is the proposed new Failed Trip Charge appropriate? 

Recommendation: Yes. The new failed trip charge of $20.00 is appropriate. (Thompson) 

Staff Analysis: Chesapeake Gas proposed a new miscellaneous service charge for a failed trip 
when a customer fails to keep a scheduled appointment. The Failed Trip Charge is proposed by 
the Company to recover the cost of dispatching an employee or contractor to a consumer location 
where the consumer failed to keep the appointment. 

In response to Staff Data Requests Nos. 7-9, the Company explained how the customer 
will be made aware of the penalty for not meeting an appointment and the guidelines that 
surround the charge. The Company stated that it will include the proposed new Failed Trip 
Charge fee in its rate case notices to customers. At the time a customer schedules an 
appointment, the customer would be notified by the Company's customer service representative 
that a failed trip charge will be assessed in the event the customer fails to keep the appointment 
and has not contacted the Company to cancel. The Company further explained that a customer 
could cancel the appointment up to two hours prior to the original appointment time and avoid 
the charge. The proposed charge for this service is $20.00. 

The Commission has previously approved Failed Trip Charges for Peoples Gas System22 

and Florida Public Utilities Company.2 Chesapeake's proposed charge is similar in both 
requirements to collect the charge as well as the amount of the charge. 

Staff has reviewed the cost information submitted in MFR Schedule E-3 and recommends 
that the proposed charge is cost-based and appropriate. 

22 Order No. PSC-09-0411-FOF-GU, issued June 9, 2009, in Docket NO.080318-GU, In re: Petition for Rate 

Increase by Peoples Gas System. 

23 Order No. PSC-09-037S-PAA-GU, issued May 27, 2009, in Docket No.080366, In re: Petition for Rate Increase 

by Florida Public Utilities Company. 
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Issue 32: Is the proposed new Meter Re-Read at Consumer Request Charge appropriate? 

Recommendation: Yes. Staff recommends approving the new meter re-read at consumer 
request charge of$28.00. (Thompson) 

Staff Analysis: The meter re-read at consumer request charge was proposed by the Company to 
recover the cost of dispatching an employee or contractor to a consumer premise to physically 
read a meter at a consumer's request. The Company is in the process of installing Automated 
Meter Reading (AMR) technology on each consumer premise. Once the process of installation 
is completed, the Company will then rely on the electronic reads the devices transmit to a central 
computer via radio and telephone for billing. The meter re-read charge would only be assessed 
when the consumer contests an electronic read and requests a physical re-read. If the meter re
read shows the electronic read was incorrect, no charge will be assessed. 

Staff has reviewed the cost information submitted in MFR Schedule E-3 and recommends 
that the proposed charge is cost-based and appropriate. 
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Issue 33: Is the proposed new Temporary Disconnect Charge appropriate? 

Recommendation: Yes. The new service charge for temporary disconnect of $21.00 is 
appropriate. (Thompson) 

Staff Analysis: The Temporary Disconnect Charge was proposed by the Company to recover 
the cost of temporary service discontinuation at the request of a consumer for pest control 
tenting, remodeling, or other purpose from the consumer causing the cost. In the Company's 
cost study, the cost of the service to the Company was computed as $21.63. The proposed 
temporary disconnect charge is $21.00 for all classes. 

Staffhas reviewed the cost information submitted in MFR Schedule E-3 and recommends 
that the temporary disconnect charge is cost-based and appropriate. 
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Issue 34: Should Chesapeake be allowed to eliminate cash as a payment option for initial 
deposit or bills, and require customers to use check, credit or debit cards? 

Recommendation: Chesapeake should be allowed to eliminate cash as a payment option for 
initial deposits since no customers are using this option any more. However, Chesapeake should 
continue to accept cash as a bill payment method since customers are still using this option. 
Chesapeake should also make arrangements for a minimum of two payment locations which 
accept cash payments without requiring a fee to process the utility payment. The Company also 
currently accepts money orders even though the tariff does not specify this, so the Company 
should include the acceptance ofmoney orders in its tariff. (Piper, Draper) 

Staff Analysis: 

Cash deposits. The number of customers who paid their deposit by cash has declined 
from 2007 to July 2009. In response to Staffs Data Request No. 86, Chesapeake stated that in 
2007, 72 residential customers paid their deposit with cash; in 2008, 12 residential customers 
paid their deposit with cash, and as of July 2009, no residential customers have paid their deposit 
with cash. Only three commercial customers paid their deposit by cash in 2007, and no 
commercial customers have paid their deposit with cash since then. 

Customers have the option to pay their initial deposit by check, money order, credit card, 
or debit card. Chesapeake's tariff also provides for certain creditworthiness criteria. If the 
customer satisfies any of the criteria, then Chesapeake does not require an initial deposit. For 
example, residential customers who demonstrate creditworthiness through a letter from another 
utility showing a good payment history do not have to pay a deposit. Finally, residential 
customers may request that the deposit amount be included on their first bill. Chesapeake stated 
that the vast majority of commercial customers pay the deposit by check. 

Since no customers have paid their initial deposit with cash in 2009, staff recommends 
that Chesapeake's proposal to eliminate cash as a payment option for initial deposits be 
approved. 

Cash bill payments. The number of customers who pay bills with cash has decreased in 
recent years. Chesapeake stated that in 2007, 3,274 residential and 60 commercial customers 
paid their bills with cash; in 2008, 144 residential and 20 commercial paid with cash; and as of 
July 2009, 59 residential and 13 commercial paid with cash. Customers can pay their bills with 
check, money orders, credit cards, debit cards, direct debit, and online payments through the 
Company's website. In response to Staffs Data Request No. 204, Chesapeake stated that other 
online payment options through Fidelity, Paypal, and Check Free are also available. Credit card 
payments are also accepted by telephone. No transaction fee is charged for any of these payment 
options. 

Chesapeake projects that it will receive approximately 176,827 bill payments in 2010. 
To support its position, Chesapeake stated that if the total cash payments received in 2008 (164) 
were received in 2010, they would only represent .00092% of the total payments. While the 
number of cash payments is small, Chesapeake stated in response to Staffs Data Request No. 87, 
that there is no material difference in collecting cash than in processing other payment methods. 
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Chesapeake stated that it closed its Winter Haven and Citrus County offices to public 
access in September 2007. Chesapeake explained that it closed its Citrus County office because 
it had virtually no walk-in traffic; and, the Winter Haven office was closed because it was 
located in an area of elevated crime and Chesapeake was concerned about the safety of its 
employees. In response to Staffs Data Request No. 86, Chesapeake stated that if it was to return 
to a public access office to accept cash payments, the Company would incur costs. At least one 
additional staff person would be required at each office, at an estimated annual cost of $66,560. 
Both facilities would also require remodeling to provide security for employees and limit public 
access to the remaining portions of the buildings. 

Since the closing of the two offices to public access, Chesapeake explained that 
customers still use cash to pay their bill under mostly two circumstances. First, customers use 
cash to pay a field representative who is at the customer's premises to disconnect for non
payment, and the customer pays the bill in lieu of getting disconnected. Second, Chesapeake 
stated that occasionally customers put cash in the mail box at the Winter Haven office. 

Chesapeake stated that customers have the option to pay with cash at other locations, 
such as Western Union, Amscot, grocery stores, and other small businesses that accept cash 
payments and remit the payments to the utility. However, those locations charge a transaction 
fee. In response to Staff's Data Request No. 204, Chesapeake stated that Western Union charges 
$1.00 per payment, Amscot charges $1.50 per payment, and the other local businesses charge 
similar amounts. 

In summary, while staff agrees with Chesapeake that the cash bill payment option is 
rarely used, staff does not believe it is appropriate to eliminate that option completely. 
Elimination may result in hardship for those customers who do not maintain a checking account 
or credit card and thus have no other payment option, which may be low income customers who 
can ill afford another charge to pay their utility bilL Chesapeake also has not shown that 
occasionally accepting cash is burdensome to the Company. Since Chesapeake closed its local 
offices, it should make arrangements with at least as many payment locations that do not charge a 
transaction fee to customers as were available prior to the closure of the local offices. This was the 
restriction the Commission placed on Florida Power & Light Company (FPL) in 1994, when 
FPL chose to close its local offices and entered into a contract with Jack Eckerd Corporation 
(Eckerds) to collect bill payments for a $0.35 fee?4 Staff believes that to require customers to pay 
a processing fee if they choose to pay cash for a regulated service is inappropriate. 

Conclusion. Chesapeake should be allowed to eliminate cash as a payment option for 
initial deposits since no customers are using this option, and Chesapeake's tariff allows for other 
payment options, including establishment of creditworthiness which would require no deposit, or 
payment of deposit on the first bill. However, Chesapeake should continue to accept cash as a 
bill payment method since customers are still using this option. The Company also currently 
accepts money orders even though the tariff does not specify this, so the Company should 
include the acceptance of money orders in their tariff. Finally, Chesapeake should make 

24 Order No. PSC-94-0151-FOF-EI, issued February 8, 1994, in Docket No. 931034-EI, In re: Investigation on plan 
by Florida Power and Light Company to close local offices and contract with Eckerd Drugs to accept payments. 
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arrangements for a minimum of two payment locations which accept cash payments without 
requiring a fee to process the utility payment. 
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Issue 35: Are the Company's revisions to its deposit charges appropriate? 

Recommendation: Yes, the Company's revisions to its deposit charges are appropriate. The 
FTS-2 class deposit is changing from $170 to $175, while the FTS-3 class deposit is changing 
from $465 to $300. The FTS-2.l and FTS-3.1 classes are new, and the proposed initial deposit 
for those classes is $150 and $500, respectively. (Piper) 

Staff Analysis: Rule 25-7.083(1), F.A.C., requires that each company's tariff contains specific 
criteria for determining the amount of initial deposit. Chesapeake's tariff provides fixed amounts 
for the initial deposit for customers in all rate classes. Customers that satisfy Chesapeake's 
creditworthiness criteria do not have to pay an initial deposit. Due to Chesapeake's proposal to 
divide the existing FTS-2 and FTS-3 rate classes into four rate classes (Issue 36), the newly
created rate classes require the calculation of deposit amounts. Specifically, Chesapeake 
proposed to divide the FTS-2 and FTS-3 classes into FTS-2, FTS-2.1, FTS-3, and FTS-3.1. 
There are no revisions to the deposit charges to any other classes. 

Chesapeake calculated the deposit charges based on the proposed target revenue for the 
FTS-2, FTS-2.l, FTS-3, and FTS-3.1, rate classes. To calculate the proposed deposit charges, 
the proposed target revenue for each of those rate classes, minus any other operating revenue, 
was divided by the number of bills and multiplied by two. The proposed deposit amounts were 
rounded down so that the deposit charges are a little less than two months of average revenue for 
the class. This is consistent with Rule 25-7.083(3), F.A.C., which states that the amount of the 
deposit shall not exceed an amount equal to the average charges for gas service for two months. 

The Company provided the calculations of the proposed deposits in response to Staff 
Second Data Request No. 89. The FTS-2 class deposit is changing from $170 to $175, while the 
FTS-3 class deposit is changing from $465 to $300. The FTS-2.l and FTS-3.1 classes are new, 
and the proposed initial deposit for those classes is $150 and $500, respectively. 

Staff recommends that the Company's proposed revisions to its deposit charges are 
appropriate and should therefore be approved. 
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Issue 36: Should the Commission approve the Company's proposal to divide the existing FTS-2 
and FTS-3 rate classes into four rate classes to better match costs and rates? 

Recommendation: Yes. (Thompson) 

Staff Analysis: Chesapeake's rate schedules are based on annual gas volume consumed. 
Chesapeake proposed to divide the existing FTS-2 and FTS-3 rate classes into four rate classes: 
FTS-2, FTS-2.l, FTS-3, and FTS-3.l to provide for great stratification among the classes. 

Currently, the FTS-2 class is available for customers whose annual consumption is 
greater than 500 therms and up to 3,000 therms. The FTS-3 class is available to customers 
whose annual consumption is greater than 3,000 therms and up to 10,000 therms. Chesapeake 
proposed annual therm ranges for the four new rate schedule are shown in the table below: 

Proposed Rate Class Applicability (annual therms) 
FTS-2 > 500 - 1,000 
FTS-2.1 > 1,000 - 2,500 
FTS-3 > 2,500 - 5,000 
FTS-3.1 > 5,000 - 10,000 

Chesapeake proposed different monthly firm transportation charges and per therm 
charges for each class, which are addressed in Issues 38 and 39. Witness Householder stated that 
the cost of the meter, regulator type and size, and service line size typically distinguish one 
service class from another. MFR Schedule E-7, shows Chesapeake's costs of service for service 
line, meter, and regulator. The investment cost for that equipment changes at the 2,500 annual 
therm level, which is the proposed breakpoint between the FTS-2.1 and FTS-3 class. The current 
break-point between FTS-2 and FTS-3 is 3,000 annual therms, which does not align with the cost 
of service. While Chesapeake stated that there are no initial investment cost differences between 
the FTS-2 and FTS-2.1 and FTS-3 and FTS-3.1 rate classes, Chesapeake provided other reasons 
for a greater class stratification in addition to moving the break-point from 3,000 to 2,500 therms 
annually. Chesapeake stated greater class stratification allows Chesapeake the opportunity to 
design rates that recover a higher percentage of the Company's fixed costs from the fixed 
transportation charge, since Chesapeake experiences very little variable costs in providing 
distribution service. This change will also mitigate the rate increase for smaller users. This 
proposed division of classes allows a more direct cost recovery method than the broader rate 
class divisions. 

Staff recommends that Chesapeake's proposal to divide the existing FTS-2 and FTS-3 
rate classes into four rate classes be approved. Staff believes that smaller annual therm ranges 
within a particular rate class allow for a better matching of cost and rates, and reduce any intra
class subsidization. 
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Issue 37: Should existing customers taking service under rate schedule FTS-A, who qualify for 
FTS-B, be allowed to return to FTS-A if their usage declines in the future? 

Recommendation: No, existing customers taking service under rate schedule FTS-A, who 
qualify for FTS-B, should not be allowed to return to FTS-A if their usage declines in the future. 
(Piper) 

Staff Analysis: The FTS-A (0-130 therms) and FTS-B (131-250 therms) rate schedules were 
closed to new customers in Docket No. 040956-GU, because they were found to be non-cost 
effective?5 In Docket No. 040956-GU the Commission allowed any customers who reside in 
premises that are being served under the FTS-A and FTS-B rate schedules to remain on those 
rates, because requiring those customers to take service under the FTS-l rate would result in 
large percentage increases. Any new customer using between 0-500 therms is served under the 
FTS-l rate. Once an existing FTS-B customer's usage exceeds 250 therms per year, the 
customer will be permanently classified as an FTS-l customer. 

In addition, customers whose annual therm usage caused them to move to the FTS-l rate 
schedule were prohibited from moving back to the FTS-A or FTS-B rate schedules. This change 
was necessary because Chesapeake's rate structure for low-usage FTS-A or FTS-B customers, 
i.e., customers with one or two gas appliances, does not recover the costs to serve the customers. 
Order No. PSC-05-0208-PAA-GU was silent on whether FTS-B customers whose usage 
declined could revert to the FTS-A rates. 

Chesapeake proposes to discontinue its practice that allows FTS-B customers to return to 
the FTS-A rate schedule based on a decrease in annual consumption. Chesapeake stated that, 
historically, the FTS-A class rate structure has not recovered the cost to provide service. In the 
current tariff filing, the FTS-A class produces a rate of return that is slightly less than the overall 
system average return. However, the FTS-A class also received a $140,000 O&M expense 
reduction as a Special Assignment, to avoid a significant rate increase for the low-use customers 
in the FTS-A class. If customers are allowed to return to the FTS-A class, the historic problem 
of under-recovering the cost to serve this class will be perpetuated. The remaining rate classes 
will have to absorb the reduction. 

In 2008, Chesapeake served approximately 5,500 FTS-A and FTS-B customers. In 2008, 
516 customers, or less than 10 percent, were reclassified from FTS-B to FTS-A Even for the 
customers who move between these two classes who this reclassification rule would affect, the 
monthly increase would be minimal. Under the recommended rates, a customer using 11 therms 
per month (132 therms annually, which is near the breakpoint between FTS-A and FTS-B), their 
monthly bill (excluding gas) would be $20.92 under the FTS-B rate versus $18.10 under the 
FTS-A rate, a difference of $2.82. 

25 Order No. PSC-05-0208-PAA-GU, issued February 22, 2005, in Docket No. 040956-GU, In re: Petition for 
authorization to establish new customer classifications and restructure rates. and for approval of proposed revised 
tariff sheets by Florida Division of Chesapeake Utilities Corporation. 
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Since the FTS-A rate is set below cost and is already closed to new customers, staff 
believes it is appropriate to discontinue allowing FTS-B customers to return to the FTS-A rate 
schedule if their annual usage falls below 130 therms. 
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Issue 38: What are the appropriate Finn Transportation charges? 


Recommendation: Staff's recommended Finn Transportation charges are as follows: 


Rate Class taff Recommended Firm Transportation Charge 
FTS-A $13 

I FTS - A Experimental $17 
• FTS-B $15.50 

FTS - B Experimental $23 
FTS -1 $19 

i FTS - 1 Experimental $29 
! FTS - 2 $34 
• FTS - 2 Experimental $48 
FTS  2.1 $40 
FTS  2.1 Experimental $87 
FTS-3 $108 
FTS  3 Experimental $162 

• FTS -3.1 $134 
FTS  3.1 Experimental $263 
FTS-4 $210 
FTS-S $380 
FTS-6 $600 
FTS-7 $700 
FTS-8 $1,200 
FTS-9 $2,000 
FTS-lO $3,000 
FTS-ll $5,500 
FTS-12 $9,000 
FTS -13 $16,692.25 

(Draper) 

Staff Analysis: The Finn Transportation Charge (transportation charge), also referred to as 
customer charge, is a fixed monthly charge that applies to each customer's bill, no matter the 
quantity of gas used for the month. For any given class revenue requirement, any costs that are 
not recovered through the transportation charge are recovered through the per-thenn usage 
charge. Therefore, a higher transportation charge results in a lower thenn charges. 

For certain rate classes, Chesapeake's proposed higher transportation charge results in a 
reduction in the usage charge when compared to the usage charge in effect prior to interim. To 
illustrate, the recommended total target revenue for the FTS-B rate class is $627,358 (Schedule 
6, page 24 of25, line 1). Chesapeake proposed to increase the transportation charge from $12.50 
to $16.50. To generate the $627,358 target revenue, the usage charge needs to be set at 42.471 
cents per thenn. That charge is lower than the current 44.073 cents per thenn charge. Larger 
users benefit from a higher transportation charge, since they can offset the overall bill increase 
due to the higher transportation charge with lower per thenn charges. Small users, however, 
cannot benefit to the same extent from the lower thenn charge. Small customers may see larger 
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increases overall, from shifting cost recovery from the variable therm charge to the fixed 
transportation charge, than larger customers. The shift to a higher fixed charge also reduces the 
small customer's ability to affect the overall bill. Staff therefore recommends a $15.50 
transportation charge for the FTS-B rate class, which results in a 49.286 cents per therm charge. 
Staff believes it is appropriate that if the Commission grants Chesapeake a revenue increase, 
both the transportation and usage charge should increase to impact small and large users within a 
rate class in a more equitable manner. 

Staffs recommended transportation charges are contained in the table below. The table 
also shows the present transportation charges and the Company-proposed charges. Chesapeake 
classifies its customers based on annual therm usage, and does not distinguish between 
residential and commercial customers. 

Proposed 
Rate Class Titles 

Current 
Transportation 

Charge 
($/month) 

Company Proposed 
Transportation 

Charge 
($/month) 

Staff Recommended 
Transportation 

Charge 
($/month) 

FTS-A 10 13 13 
FTS - A Experimental 15.20 18.05 17 
FTS-B 12.50 16.50 15.50 
FTS - B Experimental 20.40 24 23 
FTS-l 15 21 19 
FTS - 1 Experimental 28 30 29 
FTS-2 27.50 35 34 
FTS - 2 Experimental 55.25 50 48 
FTS -2.1 27.50 45 40 
FTS - 2.1 Experimental 55.25 90 87 
FTS-3 90 108 108 
FTS - 3 Experimental 189 166 162 
FTS - 3.1 90 134 134 
FTS - 3.1 Experimental 189 269 263 
FTS-4 165 230 210 
FTS-5 275 425 380 
FTS-6 450 700 600 
FTS-7 475 975 700 
FTS-8 750 1,800 1,200 
FTS-9 900 2,775 2,000 
FTS - 10 1,500 4,400 3,000 
FTS - 11 3,000 8,000 5,500 
FTS - 12 4,000 14,400 9,000 
FTS - 13 13,333.33 16,692.25 16,692.25 

The Company asserts that its transportation charges are designed to recover a greater 
proportion of the total revenue requirement for each class than under the current transportation 
charges, especially for the larger volume rate classes. The Company stated that Chesapeake 
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currently recovers approximately 65 percent of its total revenues from the small volume FTS-A 
through FTS-2 classes through the transportation charge. The larger volume classes contribute a 
significantly lower percentage, about 10 to 20 percent, of total revenue through the transportation 
charge. Therefore, Chesapeake proposed smaller increases in the transportation charge to the 
small volume classes, and larger increases for the larger volume classes. The Company's 
proposed transportation charges for the large volume classes increase the revenue received from 
the transportation charge from about 20 percent to 45 to 50 percent. The Company provided an 
exhibit that shows a comparison of fixed rate revenues by class under the Company's present and 
proposed rates. 

While staff believes it is appropriate to take steps towards correcting the fixed revenue 
inequity in the larger volume classes, staff believes that the proposed increases in the 
transportation charge for the large volume rate classes are too drastic. Staffs recommended 
transportation charges result in an approximate 40 percent recovery of total revenues through the 
fixed transportation charge for the FTS-4 through FTS-12 rate classes. The percentage of 
revenues achieved from the transportation charge can be seen in Schedule 6, pages 24 and 25 of 
26, line 6a. 

The rate schedules designated as "experimental" are a fixed charge rate design alternative 
to the existing FTS~A, FTS-B, FTS-I, FTS-2, and FTS-3 rate schedules.26 Those rate schedules 
are applicable to customers using 10,000 therms or less annually. Customers who opt to take 
service under the fixed rate design pay a fixed monthly transportation charge and no variable 
per-therm usage charge. The optional fixed rates are elected by customers during an annual open 
enrollment period. The proposed monthly fixed charge is based on the target revenue for each 
respective class divided by the number of bills. The staff-recommended charges are lower than 
the Company-proposed charges because of the reduction in target revenues for the classes that 
have a fixed charge rate design alternative. Chesapeake provided a calculation of the fixed 
charge rates in Response to Staffs Data Request No. 84. Staff adjusted Chesapeake's 
calculation to reflect the revised target revenues. 

The FTS~13 rate is based on unique circumstances. The FTS-13 rate class includes only 
one customer, the Mosaic phosphate company. The charge established for this customer is based 
on the customer's cost to by-pass the Company's distribution system. The Florida Gas 
Transmission (FGT) transmission pipeline traverses the customer's property, thus, the customer 
has the ability to directly interconnect with FGT. It is fairly common in the gas industry for 
large volume industrial customers who have alternative fuel options to receive a rate or special 
contract that is designed to retain the customers. In the St. Joe Natural Gas Company, Inc., (St. 
Joe) rate case the Commission approved base rates for St. Joe's largest customer based on the 
customer's cost to by-pass S1. Joe, since the customer is located less than 1,000 feet from a FGT 
pipeline latera1.27 The Company stated that the FTS-13 rates recovers Chesapeake's cost to 
provide service to Mosaic, thus, the remaining body of ratepayers does not subsidize Mosaic. 

26 Order No. PSC-07-0427-TRF-GU, issued May 15,2007, in Docket No. 060675-GU, In re: Petition for authority 
to implement phase two of experimental transitional transportation service pilot program and for approval of new 
tariff to reflect transportation service environment, by Florida Division of Chesapeake Utilities Corporation. 
27 Order No. PSC-08-0436-PAA-GU, issued July 8, 2008, in Docket No. 070592-GU, In re: Petition for rate 
increase by St Joe Natural Gas Company, Inc. 
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Staff recommends that the transportation charges as shown in the table above be 
approved. 
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Issue 39: What are the appropriate per therm Usage charges? 

Recommendation: StatTs recommended per therm Usage charges are as follows: 

Rate Class Staff Recommended Usage Charges 
(dollar per therm) 

FTS -A 0.46358 
FTS - B 0.49286 

i FTS - 1 0.46310 
FTS-2 0.31960 
FTS -2.1 0.30827 
FTS-3 0.24102 
FTS - 3.1 0.20383 
FTS-4 0.18900 
FTS-5 0.16580 
FTS-6 0.15137 
FTS-7 0.12300 
FTS 8 0.11024 
FTS-9 0.09133 
FTS-1O 0.08318 
FTS-ll 0.06977 
FTS-12 0.06123 
FTS - 13 0.00000 

(Draper) 

Staff Analysis: The usage charge does not include the actual gas commodity, as that is shown 
separately on the bill. Chesapeake does not purchase gas for its customers, rather, customers 
purchase gas from shippers as discussed in Issue 40. The usage charges are calculated to recover 
the class revenue requirement that remains after subtracting the revenues generated by the 
transportation charges. 

The table below shows the usage charges that were in effect prior to the interim increase, 
the interim charges (effective September 17, 2009), Chesapeake's proposed charges, and the 
staff-recommended charges. The staff-recommended charges are subject to change based on the 
Commission's vote in other issues. All charges are shown in dollars per thermo 

Rate Class Prior to interim Interim Company proposed Staff recommended 
• FTS-A 0.44073 0.51060 0.56126 0.46358 
FTS-B 0.44073 0.49422 0.48483 0.49286 

• FTS - 1 0.44073 0.48965 0.41331 0.46310 
FTS-2 0.29356 0.31907 0.35776 0.31960 
FTS -2.1 0.29356 0.31907 0.29692 0.30827 
FTS-3 0.19781 0.21351 0.26004 0.24102 
FTS-3.1 0.19781 0.21351 0.21414 0.20383 
FTS-4 0.17907 0.19185 0.18255 0.18900 
FTS-5 0.16627 0.17710 0.15717 0.16580 
FTS-6 0.14664 0.15587 0.13976 0.15137 
FTS-7 0.11094 0.11680 0.10591 0.12300 
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Rate Class Prior to interim Interim Company proposed Staff recommended 
FTS-8 0.10232 0.10787 0.09003 0.11024 
FTS-9 0.08957 0.09405 0.07923 0.09133 
FTS - 10 0.08314 0.08783 0.06880 0.08318 
FTS - 11 0.06868 0.07225 0.05815 0.06977 
FTS  12 0.06278 0.06612 0.04848 0.06123 
FTS - 13 0.00000 0.00000 0.00000 0.00000 

Some of the staff-recommended usage charges are higher than the Company-proposed 
charges because staff, in Issue 38, recommended lower transportation charges for certain rate 
classes. For any given class revenue requirement, any costs that are not recovered through the 
transportation charge are recovered through the per-therm usage charge. Therefore, a lower 
transportation charge results in higher usage charges. 

Bill Impact. The majority of residential customers take service under the FTS-l rate 
schedule. Prior to interim rates, an FTS-l customer using 20 therms per month paid $23.81. 
Under the recommended rates, the base rate portion of the bill will increase by $4.45, to $28.26. 
As discussed in Issue 21, staff also recommends a temporary environmental surcharge for a 4
year period. Including the surcharge of $0.62 for the FTS-l rate class, increases the 20-therm 
bill from $23.81 to $28.88, or by $5.07. The bills do not include the cost of gas. 
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Issue 40: What are the appropriate charges for the SABS and SAS shipper rate classes? 


Recommendation: The appropriate charges are shown below: 


Rate Schedule SABS SAS 
Monthly Shipper Administration Charge $300 $300 
Consumer Charge (per consumer in shipper pool) $5.50 $7.50 

(Draper) 

Staff Analysis: Chesapeake does not purchase gas for its customers. Shippers deliver gas to 
Chesapeake's distribution system and Chesapeake subsequently transports the gas to the end-use 
customers. Chesapeake currently provides service to 11 shippers who provide gas supply to 
Chesapeake's consumers. The shipper rate schedules are a tariff applicable to shippers and allow 
Chesapeake to recover its costs from providing certain administrative and billing services to the 
shippers, which are defined in Chesapeake's tariff. In addition, Chesapeake provides service 
related to the administration of the shipper's delivery of gas on interstate pipeline systems to 
Chesapeake's distribution system 

Chesapeake exited the natural gas merchant (or gas sales) function and transferred all 
customers to transportation service in November 2002.28 In a transportation service 
environment, Chesapeake does not purchase gas for its customers. Rather, shippers obtain 
natural gas for Chesapeake's customers and deliver it to Chesapeake's distribution system via an 
interstate pipeline. Chesapeake then transports the gas to the customer's meter using its 
distribution system. Chesapeake is the supplier of last resort. Shippers are selected through 
competitive bid and contract with Chesapeake to provide gas to Chesapeake's distribution 
system. During annual open enrollment periods, customers have the opportunity to choose a 
shipper and further select from gas supply pricing options offered by each shipper. The shippers 
adjust the market price of gas on a monthly basis or more frequently for large volume customers 
depending on their supply contract. 

In Docket No. 040956-GU, Chesapeake established two shipper rate schedules and their 
associated charges: the Shipper Administrative and Billing Service (SABS) rate schedule, and 
the Shipper Administrative Service (SAS) rate schedule.29 SABS shippers serve 96.1 percent of 
Chesapeake's customers, while SAS shippers serve the remaining 3.9 percent. 

Shippers who take service under the SABS rate schedule utilize Chesapeake for billing 
the cost of gas to the customers and Chesapeake provides all customer account functions such as 
billing, payment tracking, and related administrative services. Chesapeake currently is 
contracted with three SABS shippers who purchase the gas for all residential and most small 
volume commercial customers. 

28 Order No. PSC-02-1646-TRF-GU, issued November 25, 2002, in Docket No. 020277-GU, In re: Petition of 
Florida Division of Chesapeake Utilities to convert all remaining sales customers to transportation service and to 
exit the merchant function. 
29 Order No. PSC-05-0208-PAA-GU, issued February 22, 2005, in Docket No. 040956-GU, In re: Petition for 
authorization to establish new customer classifications and restructure rates, and for approval of proposed revised 
tariff sheets by Florida Division of Chesapeake Utilities Corporation. 
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Shippers who take service under the SAS rate schedule do not utilize Chesapeake for 
billing the cost of gas, but bill their customers directly. Chesapeake contracted with eight SAS 
shippers. Typically, Chesapeake's largest commercial customers or new commercial customers 
chose shippers that provide their own billing services. 

The table below shows the current and the proposed shipper charges: 

Rate Schedule SABS SAS 
Current Proposed Current Proposed 

Monthly Shipper Administration 
Charge 

$100 $300 $172.5 $300 

Consumer Charge (per consumer in 
shipper pool) 

$3.0 $5.50 $0 $7.50 

In addition to the costs currently included in the shipper charges, the Company stated that 
Chesapeake is proposing to recover its initial investment in Automated Meter Reading (AMR) 
technology through the shipper charges, as opposed to allocating the AMR costs to Chesapeake's 
other customers. As shown in MFR Schedule H-2, page 4 of 10, and in response to Staffs Data 
Request No. 203, Chesapeake assigned $2,767,241 in AMR investment costs to the SABS 
shipper class, and $110,987 to the SAS shipper rate class. The AMR costs were divided between 
the SABS and SAS classes based on the ratio of the number of customers served by shippers in 
each class. While the resulting consumer charge is higher for the SAS rate schedule, Chesapeake 
stated that this is appropriate since the SAS shippers serve the high-volume commercial or 
industrial customers, and will therefore benefit to a great extent from the AMR daily readings. 

In support of assigning the AMR investment cost to the shipper classes, Chesapeake 
stated that, since it operates in a transportation service environment, the benefit of the daily read 
data would be related to the gas supply services provided by shippers. Access to daily electronic 
meter reads will enable shippers to better manage gas deliveries to Chesapeake's distribution 
system and minimize imbalance charges. On a monthly basis, Chesapeake compares the gas 
quantities scheduled by a shipper to the actual amount of gas consumed by customer's in a 
shipper's pool. Any difference between the gas scheduled and the gas consumed is called an 
imbalance. To correct any imbalances, Chesapeake either sells gas to or purchases gas from the 
shippers based on gas prices reported in Platts Gas Daily, a publication offering continuous 
coverage of gas prices. Net imbalance amounts are billed or credited to the shippers and passed 
on to the customers. Chesapeake stated that the AMR program will provide daily consumption 
data to the shippers and consumers, which will enable shippers to better keep scheduled gas 
deliveries in balance with consumption. The Company stated that the potential savings to 
consumers if deliveries are in balance are significant. 

Staff has reviewed the proposed shipper charges and believes they are appropriate and 
should be approved. 
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Issue 41: What is the appropriate effective date for any new rates and charges approved by the 
Commission? 

Recommendation: The revised rates and charges should become effective for meter readings on 
or after 30 days following the date of the Commission vote approving the rates and charges. If 
the Commission vote is protested by anyone other than the utility, the rates may go into effect 
subject to refund pending resolution of the protest. Customers who take service under the 
optional experimental fixed rate design should be allowed to retain their current Firm 
Transportation Charge until the open enrollment period in April 2010 and Chesapeake should 
absorb any resulting revenue shortfall. Chesapeake should file revised tariffs to reflect the 
Commission-approved final rates and charges for administrative approval within five (5) 
business days of issuance of the PAA order. Pursuant to Rule 25-22.0406(8), F.A.C., customers 
should be notified of the revised rates in their first bill containing the new rates. A copy of the 
notice should be submitted to staff for approval prior to its use. (A. Roberts) 

Staff Analysis: The revised rates and charges should become effective for meter readings on or 
after 30 days following the date of the Commission vote approving the rates and charges. This 
will insure that customers are aware of the new rates before they are billed for usage under the 
new rates. Under the current schedule the revised rates will be effective for meter readings on or 
after January 14, 2010. If the Commission vote is protested by anyone other than the utility, the 
rates may go into effect subject to refund pending resolution of the protest. 

Chesapeake proposed to allow any customer who opted to take service under the 
experimental rate during the March 2009 open enrollment period to retain the rate until the April 
2010 open enrollment. In Order No. PSC-07-0427-TRF-GU,30 Chesapeake received approval 
for a fixed charge rate design alternative to the existing FTS-A, FTS-B, FTS-I, FTS-2, and FTS
3 rate schedules. Customers who opt to take service under the fixed rate design pay a fixed 
monthly transportation charge and no variable per-therm usage charge. The optional fixed rates 
are elected by customers during an annual open enrollment period. Chesapeake states that 
customers selecting that option expect that the fixed rates will not change for a period of one 
year. Therefore, Chesapeake is proposing to retain the current fixed rate and make no rate 
adjustment for these customers. Chesapeake states that it will absorb any resulting revenue 
shortfall and thus the general body of ratepayers is not impacted by that decision. Chesapeake 
estimates the revenue shortfall to be $3,582. This amount is subject to change based on the 
Commission vote on the revenue increase granted. 

Chesapeake should file revised tariffs reflecting the Commission-approved final rates and 
charges for administrative approval within five (5) business day of issuance of the PAA order. 
Pursuant to Rule 25-22.0406(8). F.A.C., customers should be notified of the revised rates in their 
first bill containing the new rates. A copy of the notice should be submitted to staff for approval 
prior to use. 

30 Order No. PSC-07-0427-TRF-GU, issued May 15,2007, in Docket No. 060675-GU, In re: Petition for authority 
to implement phase two of experimental transitional transportation service pilot program and for approval of new 
tariff to reflect transportation service environment, by Florida Division of Chesapeake Utilities Corporation. 
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OTHER ISSUES 

Issue 42: Should any of the $417,555 interim rate increase granted by Order No. PSC-09-0606
PCO-GU be refunded to the ratepayers? 

Recommendation: No. Further, the corporate undertaking should be released upon issuance of 
the Consummating Order in this docket. (Kaproth, Slemkewicz) 

Staff Analysis: By Order No. PSC-09-0606-PCO-GU, issued September 8, 2009, the 
Commission authorized the collection of interim rates, subject to refund, pursuant to Section 
366.071, F.S. The approved interim total revenue requirement was $12,206,558, which resulted 
in an interim base rate increase of $417,555, or 4.08 percent. The interim collection period is 
September 2009 through January 2010. 

According to Section 366.071, F.S., any refund should be calculated to reduce the rate of 
return of the utility during the pendency of the proceeding to the same level within the range of 
the newly authorized rate of return. Adjustments made in the rate case test period that do not 
relate to the period interim rates are in effect should be removed. Rate case expense is an 
example of an adjustment which is recovered only after final rates are established. 

In this proceeding, the test period for establishment of the interim rate increase was the 
12-month period ending December 31, 2008. Chesapeake's approved interim rates did not 
include any provisions for pro forma or projected operating expenses or plant. The interim 
increase was designed to allow recovery of actual interest costs, and the lower limit of the last 
authorized range for return on equity. 

To establish the proper refund amount, if any, staff has calculated a revised interim total 
revenue requirement utilizing the same data used to establish final rates for the 2010 projected 
test year. Rate case expense was excluded because this item is prospective in nature and did not 
occur during the interim collection period. Using the principles discussed above, because the 
$12,206,558 revenue requirement, granted in Order No. PSC-09-0606-PCO-GU, for the 
December 2008 interim test year is less than the revenue requirement for the interim collection 
period of $13,532,608, staff recommends that no refund is required. Further, upon issuance of 
the Consummating Order in this docket, the corporate undertaking should be released. 
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Issue 43: Should Chesapeake be required to file, within 90 days after the date of the final order 
in this docket, a description of all entries or adjustments to its annual report, rate of return 
reports, and books and records that will be required as a result of the Commission's findings in 
this rate case? 

Recommendation: Yes. Chesapeake should be required to file, within 90 days after the date of 
the final order in this docket, a description of all entries or adjustments to its annual report, rate 
of return reports, and books and records which will be required as a result of the Commission's 
findings in this rate case. (Kaproth) 

Staff Analysis: Chesapeake should be required to file, within 90 days after the date of the final 
order in this docket, a description of all entries or adjustments to its annual report, rate of return 
reports, and books and records which will be required as a result of the Commission's findings in 
this rate case. 
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Issue 44: What, if any, filings should be required from the Florida Division of Chesapeake 
Utilities and Florida Public Utilities Company as a result of a corporate transaction whereby 
Florida Public Utilities Company became a wholly-owned subsidiary of Chesapeake Utilities 
Corporation? 

Recommendation: Florida Public Utilities (FPUC) and Florida Division of Chesapeake 
Utilities (Chesapeake) should be required to submit data to the Commission no later than April 
29, 2011 (18 months of the merger date of October 2009) that details all known benefits, 
synergies, and cost savings that have resulted from the merger. If costs have risen from the 
merger, those increases should also be identified. (Sayler, Bulecza-Banks) 

Staff Analysis: In the second quarter of 2009, prior to the filing of the Florida Division of 
Chesapeake Utilities Corporation's (Chesapeake or Company) rate case petition, Chesapeake 
Utilities Corporation (CUC) and Florida Public Utilities Company (FPUC) announced plans to 
merge in the fourth quarter of 2009. In Docket No. 080366-GU, FPUC's gas division filed for a 
proposed agency action (PAA) rate case. By Order No. PSC-09-037S-PAA-GU, issued May 27, 
2009, approving in part a gas rate increase for FPUC and requiring additional filings in the event 
the planned merger with CUC was consummated. By this order, the Commission required the 
following of FPUC, and by extension, Chesapeake: 

1. 	 a new docket will be opened; 
2. 	 the Company shall file MFRs and testimony (reflecting at a minimum, the effect of 

the merger, the synergies of the merger, and the change in capital structure), within 
180 days from the date the merger is consummated, based on a 2011 test year; and 

3. 	 the increased revenues granted by [Order No. PSC-09-037S-PAA-GU] shall be held 
subject to refund from the date that the merger is consummated. 

By this order, FPUC and Chesapeake were essentially required to file a rate case within 180 days 
of the merger. The Office of Public Counsel (OPC) protested that FPUC order on other grounds 
and a full administrative hearing was scheduled. 

On October 27, 2009, FPUC filed a motion to approve a stipulation and settlement 
(Stipulation) between FPUC and OPC. This proposed Stipulation will be addressed by the 
Commission at its December 15,2009, Agenda Conference (Item No.8). In paragraph 5 of the 
Stipulation, "the parties agree [ d] that any issues associated with the recently approved merger of 
Chesapeake Utilities and FPUC will be resolved in the pending Chesapeake rate case (Docket 
No. 090125-GU) and applied to [Docket No. 080366-GU]." On October 28, 2009, the merger 
between CUC and FPUC was consummated, with FPUC becoming a wholly owned subsidiary of 
CUC. 

On November 19, 2009, Commission staff, Chesapeake, and OPC met to discuss 
Chesapeake's rate case. Among the items discussed were the effects of this merger on the gas 
operations of both Chesapeake and FPUC and the time frame for filing the rate case required by 
Order No. PSC-09-037S-PAA-GU. Chesapeake indicated it would be prepared to file a rate 
case, should the Commission require it, but thought 18 months from the time of the merger 
would be more realistic than 180 days. A longer period of time between the merger and the 

-76 



Docket No. 09012S-GU 
Date: December 4, 2009 

required filing would allow Chesapeake the opportunity to more fully analyze the effects of the 
merger. Chesapeake indicated that after a period of 18 months, it would more fully be able to 
show the Commission actual synergies and cost savings resulting from the merger which in turn 
would support its future request that the Commission grant it an acquisition adjustment premium 
for the newly acquired FPUC. The acquisition adjustment is discussed above in Issue 19. 

At this same meeting, OPC indicated that it was also interested in knowing the benefits 
and synergies of the merger as well as the cost savings which could be passed along to the 
ratepayers of the merged gas utilities. However, OPC strongly indicated that it was not in favor 
of the Commission requiring a rate case either in 180 days or 18 months because it did not want 
to be in a position of supporting a rate case, which could lead to a rate increase for Chesapeake's 
ratepayers. OPC indicated that Chesapeake should be required to make a report the Commission 
at a date certain which provides the Commission with the ability to determine what cost savings, 
if any, resulted from the merger, but not a rate case. 

Staff notes that Chesapeake is a transport gas utility and FPUC is a merchant gas utility, 
and the merged utilities will have to account for these operational differences. In addition, CUC 
is proposing to restructure its corporate structure to account for its acquisition of FPUC. 

There are two relevant issues related to the requirement to file post-merger data that must 
be addressed: the length of time between the merger and required filing, and what should be filed 
with the Commission. First, staff believes that an 18 month period for filing with the 
Commission is more reasonable than 180 days. This longer period would allow for greater 
analysis of the resulting synergies and costs savings. Staff believes that Chesapeake and OPC's 
request for a longer time period between the merger and the subsequent merger data filing is 
reasonable. 

Second, staff believes that Chesapeake and FPUC should be required to file post-merger 
data with the Commission no later than April 2011 (18 months of the merger date of October 
2009) that details all known benefits, synergies, and cost savings that have resulted from the 
merger. If costs have risen from the merger, those increases should also be identified. 

Requiring Chesapeake and FPUC to file data that sets forth the detailed cost savings will 
allow staff the opportunity to determine whether any action should be taken by the Commission 
to initiate a change in rates. 

Therefore, should the Commission approve the StipUlation in Docket No. 080366-GU, 
staff recommends that Chesapeake and FPUC submit data to the Commission no later than April 
29, 2011 (18 months of the merger date of October 2009) that details all known benefits, 
synergies, and cost savings that have resulted from the merger. If costs have risen from the 
merger, those increases should also be identified. 
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Issue 45: Should this docket be closed? 

Recommendation: If no person whose substantial interests are affected by the proposed agency 
action files a protest within 21 days of the issuance of the order, this docket should be closed 
upon the issuance of a consummating order. (Sayler) 

Staff Analysis: At the conclusion of the protest period, if no protest is filed this docket should 
be closed upon the issuance of a consummating order. 
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CHESAPEAKE UTILITIES CORPORATION 

DOCKET NO. 090125-GU 


13·MONTH AVERAGE RATE BASE 

DECEMBER 2010 TEST YEAR 


Accumulated 
Depree., Amort. 

Plant in Service Customer Adv. 
Issue Adjusted per Company 67,575,109 (21,209.847 
No. Staff Adjustments: 

<4 Audit Rnding No.2 0 0 
5 Account 376.1 CPRs 0 0 

0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 

Total Staff Adjustments 0 0 
Fall Out - Staff Adjusted Rate Base 67.575.109 (21.209.847 

Net Plant 
in Service 
46.365.262 

0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

46.365,262 

Plant Held for 
CWIP Futur~ Us~ 

0 0 

0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 

0 0 
0 0 

SCHEDULE 1 

Net Working Total 
Plant Capital Rate Base 

46,365.262 318,034 46,683.296 

0 0 0 
0 0 0 
0 0 0 
0 0 0 
0 0 0 
0 0 0 
0 0 0 
0 0 0 
0 0 0 
0 0 0 
0 0 0 
0 0 0 
0 0 0 
0 0 0 
0 0 0 
0 0 0 
0 0 0 
0 0 0 
0 0 0 
0 0 0 
0 0 0 
0 0 0 
0 0 0 
0 0 0 
0 0 0 
0 0 
0 0 
0 0 
0 0 
0 0 
0 0 0 

46,365,262 318.034 46,683.296 

- 79



Docket No. 090125-GU 
Date: December 4, 2009 

Comga!JI As Filed 

Common Equity 
Long-term Debt 
Short-term Debt 
Preferred Stock 
Customer Deposits 
Deferred Income Taxes 
Tax Credits - Zero Cost 
Tax Credits - Weighted Cost 
Total 

Equity Ratio 

Staff Adiusted 

Common Equity 
Long-term Debt 
Short-term Debt 
Preferred Stock 
Customer Deposits 
Deferred Income Taxes 
Tax Credits - Zero Cost 
Tax Credits - Weighted Cost 

CHESAPEAKE UTILITIES CORPORATION 

DOCKET NO. 090125-GU 


13-MONTH AVERAGE CAPITAL STRUCTURE 

DECEMBER 2010 TEST YEAR 


($) Cost Weighted 
Amount Ratio Rate Cost 
20,303,677 43.49% 11.50% 5.00% 
14,299,387 30.63% 5.76% 1.76% 
2,922,795 6.26% 2.90% 0.18% 

0 0.00% 0.00% 0.00% 
1,580,224 3.38% 6.29% 0.21% 
7,454,209 15.97% 0.00% 0.00% 

123.004 0.26% 0.00% 0.00% 
0 0.00% 0.00% 0.00% 

46,683,296 100.00% 7.15% 

54.11% 

($) ($) ($) 
($) Specific Pro Rata Staff 

Amount Adjustments Adjy§tment§ Adjusted 

20,303,677 0 0 20,303,677 
14,299,387 0 0 14,299,387 
2,922.795 0 0 2,922,795 

0 0 0 0 
1,580,224 0 0 1,580,224 
7,454,209 0 0 7,454,209 

123,004 0 0 123,004 
0 0 0 0 

SCHEDULE 2 

Cost Weighted 
Ratio Rate Cost 

43.49% 10.75% 4.68% 
30.63% 5.76% 1.76% 
6.26% 2.90% 0.18% 
0.00% 0.00% 0.00% 
3.38% 6.29% 0.21% 

15.97% 0.00% 0.00% 
0.26% 0.00% 0.00% 
0.00% 0.00% 0.00% 

Total 46,683,296 0 0 46,683,296 100.00% 6.83% 

Equity Ratio 54.11% 54.11% 

Interest S~nchronization 

Dollar Amount Change 
Long-term Debt 
Short-term Debt 
Customer Deposits 

($) 
Adjustment 

Amount 
0 
0 
0 

Cost Rate 
5.76% 
2.90% 
6.29% 

($) 
Effect on 

Interest Ex!;!. 
0 
0 
0 

($) 
Effect on 

Tax Rat~ IncomeT~ 

38.575% 0 
38.575% 0 
38.575% 0 

0 

Cost Rate Change 
Short-term Debt 
Tax Credits - Weighted Cost 

2,922,795 
0 

0.00% 
0.00% 

0 
0 

38.575% 
38.575% 

0 
0 
0 

TOTAL 0 
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Adjusted per Company 
Staff Adjustments: 

4 Audit Finding No.2 
5 Account 376.1 CPRs 
18 Trend Factors 

21 & 28 Environmental Clean-Up Costs 

Interest Synchronization 
Total Staff Adjustments 
Fall Out - Staff Adjusted NOI 

Operating 
Revenues 
11.773.624 

0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

11,773.624 

CHESAPEAKE UTILITIES CORPORATION 
DOCKET NO. 090125-GU 

NET OPERATING INCOME 
DECEMBER 2010 TEST YEAR 

Depreciation (Gain)lLoss 
O&M O&M and Taxes Other Total on Disposal 

Gas Cost Other Amortization Than Income In!;gm!! T ax!!S of Plant 
0 6,487.176 2.366.297 1.105.399 317.168 0 

0 0 0 0 0 0 
0 0 0 0 0 0 
0 (187.442) 0 0 70.534 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 0 0 0 0 0 
0 (187.4421 0 0 70.534 0 
0 6.299,734 2.366,297 1,105.399 387.702 0 

SCHEDULE 3 

NetTotal 
OperatingOperating 
In!;gmeExQ!2nses 
1,497.58410.276.040 

0 0 
0 0 

(116.908 116.908 
0 0 
0 0 
0 0 
0 0 

00 
00 

0 0 
00 
00 

0 0 
00 

0 0 
00 

0 0 
00 
00 

0 0 
00 

0 0 
00 

0 0 
00 
00 
00 

0 0 
0 0 

00 
0 0 
0 0 

00 
00 

(116,908 116.908 
10.159,132 1.614.492 

81 




-----

Docket No. 090125-GU 
Date: December 4, 2009 

CHESAPEAKE UTILITIES CORPORATION 

DOCKET NO. 090125-GU 


DECEMBER 2010 PROJECTED TEST YEAR 

NET OPERATING INCOME MULTIPLIER 


Line 
No. 

(%) 
As Filed 

1 Revenue Requirement 100.0000 

2 Gross Receipts Tax 0.0000 

3 Regulatory Assessment Fee (0.5000) 

4 Bad Debt Rate 0.0000 

SCHEDULE 4 


(%) 
Staff 

Adjusted 

100.0000 

0.0000 

(0.5000) 

0.0000 

5 Net Before Income Taxes 99.5000 99.5000 

6 Income Taxes (Line 5 x 37.63%) (37.4419) (37.4419) 

7 Revenue Expansion Factor 62.0582 62.0582 

8 Net Operating Income Multiplier 
(100%/Line 7) 1.6114 1.6114 
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Line 
No. 

1. Rate Base 

CHESAPEAKE UTILITIES CORPORATION 

DOCKET NO. 090125-GU 


DECEMBER 2010 PROJECTED TEST YEAR 

REVENUE REQUIREMENTS CALCULATION 


As Filed 

$46,683,296 

2. Overall Rate of Return 7.15% 

3. Required Net Operating Income (1)x(2) 

4. Achieved Net Operating Income 

5. Net Operating Income Deficiency (3)-(4) 

6. Net Operating Income Multiplier 

7. Operating Revenue Increase (5)x(6) 

3,337,856 


1,497,585 


1,840,271 

1.61140 

$2,965,398 


SCHEDULE 5 


Staff 
Adjusted 

$46,683,296 

6.83% 

3,188,469 


1,614,492 


1,573,978 

1.61140 

2,536,307 


8. Annual Environmental Clean-Up Cost Surcharge (Issue 28) 239,064 

9. Total Annual Revenue Increase $2,775,371 
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:13 ToIIIICuoIomer_ SI.G06,Q74 SI.G06.074 SO so $0 


34 (80'1-11101 CUSTOMER SSlV.& INFO.S/'. SO SO so SO SO 100'lI0_ 

55 (II11-111I1jSALfSflCP£NSE 1216,921 1216.821 SO SO SOIIJO'llo_ 

36 t932lMAlHT, OFGEN, PUWT $12.033 S3,II2O S8.413 SO SO __'" 

37 (920.831) ADMIH!STAAllON Nil) GE_ 13.304.566 S2,25.120 $1.lM8.448 SO so O&IO..:I.MG 


38 TOTAl. 0.101 EXPEHSE 	 $6~~_ 14.301.002 ilMi!731. .$0 so 

"'tl 
s::.;I CI.) 

O'Q (') 
(l) ::T' 
W(l) 

o g-, ...
N(l) 

0"1 0"1 

http:STORAI.lE
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SCHeIJUlE HoI COST OF Sl:1MC!! PAG!!40F5 
_e-PIlQO'oI'~ 

8 0 
r::r'\OFl.0Rl!lA I'UIIUC S8MCE COMI/lSSION ElCPIANATION: PI!OII1IlE' AFULLY1'Ll000TEO EMBEDOer ('1) 0

CQIIP/IIiY FlORllll\ DMSKlH OF CHElIAPE'AKE UTJJTIES GORPOIIATION COST Of Sl:IMCE STUDY PROJECTED lEST YEAR: 12I3111D '"'I ....... 

00Cl<ET NO: O901JS.GU 

~N 
~ Vl 
N I 

Cl.ASSlACAllON OF ElQ>EHSES ~ IlERIVAllON 00 
OF COST Of SER\I!CE IiYCOST ctASSlFlCAllON ~C 

lJI£!!Q. TOTAl CUSTOMER CN'N;rrY COUIoIOOITY - CUlS51FIER 

DEPRECIATIOII N!II JI/!IOII1'IlAllON EXPaISE: 

~~ $2.3116.297 $735.323 $i_.W' til til not..... 

__flfOlller GIIO PIonI til til til til til 

_.tlICIS til til 10 10 10 

_tlI'--"'m Inv. til til 10 10 10


• _tlI....-AIII. til til 10 til 10 

7 -'oI'--'CosIs til til 10 til til 

& TOIIIOopn/c:.ond_~ $2.386.297 i735.323 $1.630i74 til 10 


9 TAXES OTHER THNi INCOME TAXES: 171.5150 I__ 
lD $11,550 $0 til 10_.<!IlII 
II OIlIer $1.G46.531 S721.:E!! 10 10 notr;llnl 
12 r..T--.sohr "'" InCCImI T_ $1,118.0111 $121,323 til $71.5150 --- _.<!IlII 
13 REII.CROT TO costNEG.OF OTHR OPRREV) (1128.697) til5O'll_._..........tlyC$257.3!I3l 1$1211.1197) til 10 __ 

00 
--.J RImJRII (REQUlRm NOlI 113.188._ _.1IB2 $2.1811.577 til,. 

15 INCOIoIE TAXES 11,337,342 $418._ SIIIIl.l76 SO 110_ 

16 OTHeR 10 SO SO SO til 

17 OTHER 10 110 10 110 110 

18 TOTAl 0\IElIAI.L COST OF Sl:IMCE $1'.0$2,529 1$.050,695 $7~)jlll {l12iit6971 $1'.!i&i 

'"'C 
Pl en 

(JQ (".) 
('1) ::r' 
~('1) 
O(l.."'"i-)E.. 
N('1) 

0\ 0\ 

http:costNEG.OF
http:O901JS.GU
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SCHEDUlE,..1 

FlORlDAPlJIIUC SEIMCE~ 
COIIPN\I'f: fl()Rl[lADMSIOM OF ~ U1lUl1ES CORPORA'I1OOI 
DOCICET NO: 0II01lS-(lU 

COST OF II8MCE 

ElCPIAAATlON: PROYIOE A FUllY /IU.OCATEO EMBEOOeI: 
COST OF SEIMCE SllIOY 

_'·PIIQo$or~ 
PAGE 5OF5 

PRO.IEC'I'&Il1!$l' YEAR: 12131110 

O~ 
o Z 
(") 0
O. e 0 
0-'\0 
o 0 
>; -
~N 
~ VI 
N. 

~ 0 0 

- ~C 
IJII!l..!I2. TOTAl. CUSTOMER CN'NlfTY COMIIOOOY 

SUIIMM't': 
ATTRIT10N 
o.w 
DEl'. 

S6.299.733 
12.366297 

$1,301.002
_.323 

51.998,131 
SI.6$O,974 

$0 
$0 

$0 
$0 

IMORTIZATlON OF OTHER GAS P1.ANT $0 $0 $0 $0 $0 
IMORTIZATlON OF CIS $0 $0 $0 $0 $0 
JW0ImZA11O" OF ACQ. AIlJlJSllolI:NT SO SO $0 $0 $0 

tOTAl. t.I\ICSS OllER 1l1AN INCOME S1.118.081 S325.2tl8- S7<1,3a3 SO 171,550 
RENRH S3.188._ $2.1eiI,$71 SO SO 

8 
9 
10 

INCOM!:T.l\lCSS 
REllENJES CfIBlI1"ED TO COST OF SERVICE 
tOTAl COST 

11.337.342 
(S2S1'.3lI3) 

fI• .QS2.S211 

$118_ a111.37f 
(5128,1197) SO-- 17._.981 

SO 
($128,11911 
($121.11911 

SO 
$0 

171.550 
11 RAl1! IlASE 546.883.295 $14.82!SJ)85 Ul.058ZlI SO $0 

00 
00 

I<HOWIIDReCt& SPECICAI. _r5: 
RATE BASE rrEMS(PI.IoH1'...cc~: 

12 381-311lMElERs 
13 _ HOUs£ REGUlATORS 

I. 385INDUSTRlAl.IIEAS.& REG.EO. 

S3.3Il3.901 
sas._ 

11.220.158 

$3.3113.so1 
$83/1.369 

$0 

$0 
$0 

SU2O,158 

SO 
$0 
SO 

$0 
SO 
$0 

15 378111AlNS 12•.129._ $0 s:t •. 12i,S98 SO $0 
18 310 SERVICES SU15.300 SU15,31lO SO $0 $0 
11 311111EAS.& REG.STA.EO.-<lEN. W5.11111 $0 S825.188 $0 $0 

0111 !!!;!§ 
18 
19 

89211A1NT. OF SERVICES 
8111_.& REG.sTA.alJNO. 

SI8,964 
159.2l11 

S18,964 
$0- $0 

l15li.281 
SO 
$0 

$0 
$0 

20 
21 
22 

818 N£TER & HOUSE REG. 
1190 _.OF 1IEAS.a REG.stAEOANIl. 
893 _.OF IIEll:RS AND HOUSE REG. 

S398.*l6 
SQ..7. 
17;l,BA7 

$0 
172.841 

50 
$13 • ..,4 

$0 

$0 
$0 
$0 

$0 
$0 
$0 

ZI 87. MAINS NIfJ SERVICES $393.023 $81,819 $311,1(101 $0 $0 
2( 887 MAINT. OF MAINS $176.8015 $0 Sf7U06 $0 $0 

'"C 
$ll en 

OCI (") 
o ::r' 
VlO 

0. 
~E. 
NO 
0\ 0\ 



t:H::;] 
~g 
~ :;.; 

SCfEDULE H-2 COST OF SER\llCE 
_S-P.,.6.,26 
P10GE I OF 10 

oS! 
G Z 
(') 0
G. 
3 0 
cr'1.O 

flORIDA PUBLIC SERVICE COMMISSKlN EXPI.NIA11ON: PROIIIJE A FlJU Y AlLOCAlEll EMSEDOED G 0 
COMPANY: flORIDA OMSKlN OF CHESN'EAKE UTlUTlES CORPORATlON COST OF SERlllCE STUOY PROJECTED TEST YEAR: 12131110 "'1 ...... 
DOCIIET NO: O901~ ~N 

~ Vl 
N I 

OEVELOPMENT OF AlLOCATION FACTORS 
0 
0 
1.0 8 

~ TOTAL FTS-A FT5-11 FTS-I FT5-2 FT5-2.1 fTS.3 fTS..3.1 FTS-4 FTS-5 fTS.6 FTS-l 

CUSTOMER COSTS 

No. of aill cellol1Z. ConsunonII 
We961g_No..,C-. 

178.895 
NIA 

260.057 

37.30. 
1.00 

31.304 

Z5.334 
1.00 

25.334 

81._ 
1.00 

61.069 

11.400 
2.8932._ 

11132 
2.88 

20.356 

2._ 
3.BO 

10.214 

2.816 
3.80 

10,168 

1.898 
6.00 

11.376 

m 
8.66 

3.230 

200 
15.98 
3.260 

278 
20.14 
5.123 

_F..... lOO.DD'I' 14.301" 9.14" 33.46" lUll" 1.83% 3.93" 3.91" 4.37" 124" 1.25" 2.20% 

CAPKSrY COSTS 

P... &A"II."_ ""- (Ihorms) 
AIIocdcJn FacIoIO 

1.042.701 
l00.l101to 

66.95D 
0.951" 

80.439 
1.142% 

412.806 
5.861" 

113.467 
1.611" 

224,844 
3.193% 

110.342 
I~ 

302.4411 
4.294" 

433.997 
6.162" 

180,995 
2.571M(, 

193.641 
2.15OlI 

536.213 
1.615" 

9 COMMODrrY COSTS 

10 ....... Throughput cu-m) 52.958.181 322.102 311.711 1.811;J81 "77.734 1.ll62.1105 597.141 1.8118.112 2.362.910 967.164 1.008.129 3.ln._ 
00 11 _FacIoIO 1OO.II01to o.el" 0.111'1' 3._ 0.90% 2.01" 1.13" 3.16% 4.!12l1 1.81" 1.9D'l1o 5._ 
1.0 

12 REl/ENUE-RElATED COSTS 

13 
14 

To on~. CapodIy. & ConmoItt!I 
_FacIoIO 

$71.550 
1OO.1IllI 

S3.m 
5.5"" 

13.109 
5.16% 

Sl6.410 
23.02% 

$3.503 
4.90% 

S3.9Q2 
5._ 

$2.160 
3.8R 

".434 
8.20'6 

$5.123 
8.1101to 

12._ 
2._ 

S1.l151 
Z.sw. 

13,130 
5.21" 

'"""d 
~ C/.l

(JQ (') 
G ::r 
O\G 

o §" 
I-+) GN 
0\ 0\ 



SCHEDUlE H-2 

F1.0RIOA PUBLIC SERVICE COMMISSION 
COIotPANY: F1.0RI0A 0MS10N OF CHESAPEAKE l1TIlJ1lES CIlRPC 
DOCI<ET NO: 1ItI0125-GU 

COST OF SERlllCE 

EXPlANATION: PROVIDE A FUll. Y H.l.OCATED EMBEOOED 
COST OF SERI/ICE STUDY 

DEVELOPMENT OF Al1.QCATION FACTORS 

_10 8·P... 1 of 28 

PAGE20F 10 

PRQJECTEDlESTYEAlt 12/31110 

CICI e g 
~ ;>:;" 

CI~ 
G Z 
(") 0
G. 
3 0
Cr"", 
G 0 
'"1 ..

~N 
~ 

VI
N I 

00 
~C 

I.!Ijf!jg. nS-8 ns-s FT5-10 FT5-11 fTS-12 FT5-13 
Special 
ConIroct SASS SAS OS-CPO 

CUSTOUER COSTS 

No. "'. (BIIoI12' Con......., 
~ 
WoI!tMd No. ofc..tomon 
_F...... 

192 
22.01 
4,228 
1.~ 

144 
26.18 
3.851 

'-"'"" 

3Il 
32.30 
1.163 

0.45'1(, 

3Il 
4112 
1.574 

0.81'1(, 

24 
51.42 
1.234 

0.41'1(, 

12 9B 
81.09 

913 OWed 
0.37""~ 

188.958 

Dhd 
~ 

1.m 

Dhd......... onct 
~ 

CN'N:IrY COSTS 

_&AIIg. ..._l1InIuQI1(>uI(lItenns) 
-.F..... 

1501.123 
10.708'1(, 

1.088.443 
15.111"" 

o4IiO,5311 
6.538'1(, 

9501.325 
13.551"" 

1.1411.088 onct 
16.318'1(,~ 

Dio..t- Dn<I 
AsSFmont 

DncI 
AAIg.... 

Dhd 
~ 

COIAlOOOY COSTS 

'" 0 

10 
11 

12 

-~-)_FodorI 

RE1.9IUE-RElATEO COSTS 

4,338.2O!1 
B.19% 

6.121_ 
11._ 

2.4Oe.252 
4.54"" 

4.812.443 
9.391i. 

1.164,210 
13.53'1(, 

14.000.721 
28.44"" 

0ir0c:I 
AssIgnment 

Di_ 
AssIgnment 

DInId ......... DncI 
Assignmont 

13 
14 

T.. on~.~.&~ 
_FIICIIn 

$1,531 
6.34'1(, 

$5,234 

131"" 
SU61 

2.14"" 
$3,4111 
05"" 

$4,213 Direct 
5.11",_ 

Dirod 
AlSlgnment 

Dr.. 
~ 

DncI 
AooIgnmont 

DInId 
Assignmont 

'"tj 
~ fJ.J 
~g. 
'-JG 

o §"....,
GN 

0'1 0'1 



SCHEDULE "'2 

FLORJOi\ PUBlIC SEIMCE COMlolISSION 
COMP",V: FLORI1lA OMSION Of CHESAPEAKE l1T1UT1ES CORI'ORATlON 
DOCI<ET NO: ogo'2$-GU 

COST OF SEIMCE 

ElCPIANAT1ON: PROVIIlE A FUll. Y ALLOCATe) EMBEDDED 
COST OF SERVICE STUDY 

ALLOCATION OF RATE BASE TO CUSTOMER ClASSES 

_1·P_80126 
PAGE30F 10 

PROJECTED TEST YEAR: 12131110 

tjtj 
~ 0 ..... (') 
~ ::-;
tj~ 
(I) Z 
(') 0 
(I), 

3 0 
c:r'\O 
(I) 0 
'"'1 ...... 

~N 
~ Vl 
N I

00 
~c 

J.!!jfljQ, 
RATe BASE BY CUSTOMER ClASS 

TOTAL FTS-A FTS-8 FTS-1 FTS-2 FTS-2.1 FTS-3 FTS-3.1 fT$.<4 FT~ FTS-6 FTS-7 

\0 ...... 

10 
11 
12 

13 
14 
15 
18 
17 

Cu_ -.-House Rea-

General PIInl 
PlO1hor 
Total 

CaooolyIndu__.A Rea. Sla. Eq. 

-'.&Rog.S1II.Eq.-Gen.--PlO1hor 
Total 

Commod;tr 

TuIII 

13,303,1101 
$835,369 

16.875.300 
S764.oo1

Ie:::: 
11.220.156 

S825.788 
124.129.999 

$1.775.1lO2 
14._ 

$32.058.231 

so 
so 
so 
so 
so 

5331.1177 
1118,830 
1957.540 
1109.592 

11.=::: 

$10.083 
13.514 

1195.566 
$13.&48 
128.384 

S251.39S 

so 
so 
so 
so 
so 

S225.45:l $774.8411 
161.37V 1279.687 

S6Sl.288 12.234.937 
174.4Z7 1255.793 

11:~ S3.:~;~ 
112.115 S82.1n 
14.222 121.665 

1234.968 11.205.835 
111.6311 _ 
534.102 $175.009 

S302.046 11.550.C89 

so 
so 
so 
so 
so 

so 
so 
so 
so 
so 

$293.662 
5108.1100 
1847.1127 
••!M4 

11.::: 

117.089 
15_ 

5331._ 
123.470 
146.105 

I .. ZUI65 

so 
so 
so 
so 
so 

1181.143 
185.385 

1522.462 
159.7119 

S!!~:;: 
133.864 
511.600 

_.784 
146.506 
1115,323 

_.279 

so 
so 
so 
so 
so 

$IIO.8t!i 
_ 

$262.173 
$30.006 

...;:: 
1111.619 

S5.7111 
5322.318 
S22.824 
146.7110 

1414.331 

so 
so 
so 
so 
so 

SIlO.468 
532.663 

1281.002 
129.672 

s!::i 
145.551 
515,873 

_.470 
SliZ.580 

$126223 
$1.135.678 

so 
so 
so 
so 
so 

$101.238 
536.543 

SZSI2.006 
533.421 

14:':' 

165.384 
S22.m 

$1.267.736 
S8!1.771 

$l63,!!93 
11.829.841 

so 
so 
so 
so 
so 

S28.740 
110.374 
182.897 
••488 

51~:= 
12716O 

111.499 
153.699 
137.438 
171.733 

SIi7lI.626 

so 
so 
so 
so 
so 

129.D011 
110.471 
163.672 
••576 

11:~ 
129.184 
510.163 

5565.8311 
140.054 
182.094 

1727.113 

so 
so 
so 
so 
so 

_.933 
118.385 

$146.909 
I1G,814 

sz::~ 
$60.768 
128.145 

51.386.744 
1110.926 
S227,353 

$1.633.936 

so 
so 
so 
so 
so 

18 TOTAL $46,683,295 11,194.417 11.349,9:48 16.151.544 ",191.«»1 11,686,229 .$838,808 S1Z!.Z6!9 $2,100,192 S813.212 S861,t46 SZ,070,671 

c..____ 

CapodIr--
~---

100'lI0 

9S'IIo 

.... 
10.SS" 

O.~ .... 
7.1"" 

0.94" .... 
24.a.. 

4.84" .... 
9.33'110 

1.33'110 

.... 
5.78" 

2.63" 

0% 

2.Bn. 

12911 

0% 

2.88" 

3.54.. 

0% 

322'110 

!.lIB" 

0% 

0.91" 

2.1~ 

.... 
O,Il2'IIo 

2.27'11. 

0% 

1Jm1 

5.72'110 .... 

"i:j 

~ CI.) 
(')

(I) ::r 
00(1) 

o 0......,E.. 
N(I) 

0'1 0'1 
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SClEDULEH-.1 COST OF SERVICE PAGE'OF 10 S 0 
cr"\O"'1 __FLORIDA PUBlIC SER\1CE COMMISSION ZJ<PlANATlON: PROVIDE A FULLY AlLOCATED EMBEDDEl ('1) 0 

COMPANY; FlORIDA DMSION OF CHESAPEAKE IJTUT1ES CORPO COST OF SERV1CE STUDY PROJECTED lEST YEAR: 12131110 

DOCKET 00: O90125-GU ~N 
~ VI 
N 1

00AlLOCATlON OF RATE BASE TO CUSTOMER CLASSES f6c 
Sj>odII 

LIIIE..I«!. FTS-8 FTS-8 FTS-l0 FTS-11 FTS-12 FT8-13 Canna SASS SAS Os-oPO 
MTE BASE BY CUSTOMER Q,NiS 

Cu_ ...... $37_ S:W.321 $10.J069 $",008 $10.983 $8.li8O SI6.I05 S93S.!M5 137.539 SO-House Rop.IaIota 113,57' $12.388 S3.m $5,058 13,_ $3.1211 SO SO SO SO 
SI08,_ 198,990 S2V,NSI SOO,.u. 131.878 12'.978 SO SO SO SO 
SI2.... 511,330 13."6 5<,62' 13.6211 S2.85V SO SO SO SO 

",0IIer 12,7211 I2.GO S151 51.018 S1V7 $376 12.787.2<1 S110.987 SO 
T.... S17',780 SI59,520 $48.101 $85,108 151.047 s00251 516.0483 13.70318& sl.a.m SO -C-=tIr 

7 ._-... ReG- SIlL EO. 5113.578 5160.917 $69,381 5'Q.730 5173,Q60 SO SO $159._ SO 
8 _.&R"1I.S1a.Eq.~. S38.578 156.07. 12<.170 SSO,Q85 $60,_ 1256.'511 SO SO SO 
g 51.950,080 12.782_ $1.1110.605 12.467.7110 S2.V7',l66 $811.836 12,7'5.851 SO SO SO..
10 GonnIPlani SIM,9B8 1221.00< S95.2II1 $197.398 S237,881 $3'8.1" SO SO SO 
11 All Oller 1318711 $052,967 S195~ S<87,'.e 51.320,626 sa SO SO 
12 TOIIII $2,5711.935 13.853,&43 51.57'.943 13sm~ $3.9211..561 $811.938 5<.Il4I.792 SO 5.59._ so

\0 ConwnodI1yN 13 SO SO SO SO SO SO SO SO SO 
SO SO SO SO SO SO SO SO SO

" SO SO SO SO sa SO SO sa15 SO 
18 SO SO SO SO SO SO SO SO SO 
17 T.... SO SO SO SO SO SO SO sa sa SO 

18 TOTAl 12.753.719 13.813,367 11.623.0.. 13,3211.889 13,Q60,6OIl $852,187 5<,~,275 $3,703,186 S307,986 SO 

c__..... a_ 
CopociIy ___ 1~ 1.()g% 0.33'11. 0.•5% Q.35~ 0.28~ 0.11'11. 25.32'11. 1m.. 0.00'10 

8.o.~ 11.010'11. .J1,., 10.16 12.28~ 2.53~ lua'll. 0.00'II. O.~ 0.00'10 

~ 0'11. ~ 0'11. ~ ~ ~ConnodIy--

'i:l 
$I) (/J 

(JQ 0 
('1) ::r 
\0('1)

0.. o s::
"'"'l ....... 

N('1) 

0'\ 0'\ 
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SCHEDUlEfi.2 

fl.OfII[lAPUBlIC SER\I!Ce COIMSSION 
COIIPANY: Fl.ORIOA OMSION OF QESAPEAKE UlllITES CORPORATION 
DOCK!IT NO: 090125-00 

COST Of' SERIIICE 

Dl'lNlATION; PI\OIIIDe AfUll. Y ALI.OCIIIE) EM!lEIlOED 
COST OF SER\I!Ce $l1JDY 

ALlOCATION Of' COST OF SERIIICE 
TO CUSTOMeR ClASSES 

_e·... to 0128 
PAGESOf' 10 

PIIOJECTW TEST YEAR: 12131110 

Ci~ 
('1) Z 
(") 0 
('1). 

13 0g";g
""'l _ 

.j:>.N 
~ V1 
N I

00
°c\0 

J.K.H!1. TOTAL F'[$.A I"T$<I f1'S.1 FTS-2 f1'S.2.1 F11>-3 Fl~.1 FTS-4 ~ FT$=! f1'S.7 

OPeRADo!!s N!!l !Wf!E!W!CEEl!P£NSE' 

c-
I 
Z 
3

•5 

876_1Od_~893"_01_" _Reg. 
874 ...iEaaSaviC8S 
en .. _01_ 

AllOohor 

S3IIB,oI08 
Sl2,847 
$81.81& 
t".11&4 

$2.726.

~232 
$11),.150 
$11.751 
$2.'120 

$4311.119 

$3llJI3tl 
$7,fRT 
$7,980 
$1J147 

-,7•• 

"26$19 
fIOI4.3G11 
W,.v 
11>1& 

$1.015.317 

$47.973 
~ 

$10.3195 
A,_ 

$418,731 

$29,!iS2 
$5,'/02 
11,412 
SI," 

$257.856 

$1.,
$l.11&1 
$3.211 

$745 
tl4&;lSI 

$1.,712 
A.
A,2G3

$7.' 
1247.751 

$16,538 $4,695 
13,187 S905 
S3,S83 fl,017- 1238 

$23O,I.z $59.2S1 

14,m 
SI1I3 

$1,021 
$238 

W,9R 

$8~ 
fl,1IOiI 
fl,803 

1417 
S42.Ml 

\0 w 

6, 
e 
9 
10 
11 
12 
13 
14 

IS 

-~ToUI 
~ 

876 _no& Reo· SIa. Eel-- 1 
890 __ oI_a RegSILEq.-1 
87"" Mms Md s.vtces 
881_01...... 

AlOIhef 
SpodoI

TGIIII 
ConrnodIIy 

-...0'_. 
Sl",3Il7 

$5,045_ 

$89.281 
$43,47. 

1311,104 
$178,806

11._'
IE"~

$1.254.3&1 

$0 
SO 

!!!40!!!!!l 
$314.271 

S!06 
5371 
$331 

$1.681 
$13..371 

$I6.21lO 

$0 
$0 

$37,100
_.IlO3 

$608-S39II 
$2,Q19 

$16,0e5 

'18,536 

SO 
SO 

-~$1.1185.541 

13,118 
$2.2811 
12.043 

$10.363 
SU,44!I 

$100.258 

$0 
SO 

!!!40,!!!!!l flO'1
$l46,7.u All, 

$1157 $1,.- $1;.& 
11562 $1,113 

$2.1149 $5,645 
m,M:! 1-44,908 

S27.5$8 $54,flO7 

$0 $0 
SO SO 

A,OOO 
$273,023 

S833 
$812 
$546 

$:/,770 
$22.007 

$28,799 

$0 
$0 

'IIS,a 
AM,T.l2 

$Z~ 
$1,_ 
$1,497$7_ 

$6O.40S 

$73,455 

$0 
$0 

'183,000 
1417,280 

13.l78 
A,<I05 
A,I<18 

$10,895 
$86.677 

$1OS,404 

$0 
SO 

$89.!1!!!! 
$135,112 

$1,367 
$1,(103-14.5" 

136.1<18 

$43.958 

$0 
SO 

~OOO
$!M,an 

",4&;! 
'1,013 

S959 
$4,1161$311...,. 

$47,029 

SO 
$0 

~11 
$108,216

Sol. 
$2)172 
$2.8iIII 

$lS,463 
$.07,104 

$130;" 

$0 
SO 

18 -...0. SO SO $0 SO SO SO SO SO SO $2 SO SO 
17 
II 

19 

AIIIlCIMt 
70lil 

TOTAl 0&11 

SO 
$0 

16,299.733 

$0 
$0_53. 

SO 
SO 

S4Ge.'40 

$0 
$0 

$1.71lS.198 

$0 
SO 

$27_.368 

SO 
SO 

s::e.653 

SO 
SO_m SO 

SO 

-.187 

SO 
SO 

S5ZZ.6e4 

SO 
A 

$179.072 

$0 
SO 

$141.1101 

SO 
$0 

-.4811 
DEfl\EClAlJON EXPENSE' 

20 C- $735.323 $74,'63 150,368 $173.100 ".eo-\ $40.<1117 $20,3G6 $20.215 $22.616 S6.Q1 16.481 SI1..n. 
21 
22 
~ 
T.. 

AMOI!T OF GAS IV!IfI 

11,130,97. 
$2.3S8.2!Il' 

$10.''
164,1107 

$12,9!!!! 
163.275 

166,247 
$2:19)47 

118.209 
S63J1.3 

$3Il,!1l!3 
S'/6,550 

$17,roe 
$116,013 

$!8,W 
_752 

_846 
IIB2.264 

$29,0018 
135,461 

$31,075 
$37.5$8 

!!!!!p!1 
$91.

:tI ~ SO SO SO SO SO SO SO SO SO $0 SO SO 

,. AMOI!T Of CIS:c_ SO SO SO SO SO so SO SO SO SO so SO 

25 
/!MORlIlAI!OH Of I\CQ.I\DJUSJ!o!ENT 

CamrIlodIIr SO SO SO SO SO SO SO SO SO SO $0 SO 

'i:j 
$\) 

Otlr::n 
('1) (") 

-::r
OG 
o Q.
~E..

GN 
0\ 0\ 
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SCHEDUlEIH COST Of'SERVlCE PAGE 6 Of' 10 3 0 

CTI.O
FLORIQt. P\JBUC SERIIICE COMMISSION ;XPlANAT1ON: PROWlEARllLY AlLOCATEDEMBEDDEl (l) 0 
COMPANY: FLORIDA OMSION Of' CHESAf>EN(E UTILlTIES CORPC COST Of' SERIIICE STl.()'( PROJEClED lEST 'ro\R: 1213.110 ""1 .... 
OOCKET NO: 09C)t2S-GU ~N 

~ VI 
N 1 

AlLOCATION OF COST Of SEIMCE 00 
TO CUSTOMER ClASSEl ~C 

Spoo;aI 
~ fTS.6 FTS-8 FTS-IO FT8-11 FTS-12 FTS·13 Camel SAIlS SAS os-oPO 

OPEBADQNS ANC MAMENANCE EXPENSE" 

1.0 
~ 

8 
9 
10 
11 
12 
13,4 

15 
16 
11 
16 

CusIonw 
618 ....... rorI H..... Rogulokn 
893 ...... af Meters & House Rea. 
114_&_ 
8I2_of_ 

AlOIa 
SpociII AsIU"'

Total 
C~ 

816 ~ & Rev. S1a. Eq.-I 
890M.... a/_.&Rog.~~ 
874 MaIns and s.vIces 
8lJ1 M_nt.cI MaIns 

AlOIher 
SpeciaJ AoaigpnonI 

TOIII 

ConmIcIiI¥
Aa:ount'_. 
-..0. 
AiIOthot 
TOIII 

".143 
11.18411= 

S30B 
$33.000 
524.851 
_.817 

$5._ 
$4.119 
$l.733 

$"'.932 
$150.613 

1183.153 

$0 
$0 
$0 
$0 
$0 

$5.607 
1I.1l8O11m 

526' 
$34.007 
136.000 
$78.191 

$8.0611 
SS.921 
SS.289 

$28,823 
5213.388 

(SIZ4.4511 
1135.040 

$0 
$0 
$0 
$0 
$0 

11.691 
S32lI _ 

S85 
$11.118 
".000 

119.585 

$l.418 
52.552 
52.280 

$11,562 
$91.976 

($92.916) 
118.904 

$0 
$0 
$0 
$0 
$0 

52.288 
,"I _ 

$115 
IIB.529 

(S20.0001 
(11311 

$7.208 
1e.289 
$4.rn 

S23.9S8 
$I9U.liII7 

(1239.0001 
($1.225) 

$0 
$0 
$0 
$0 
$0 

II.11M 
_ _ 

$90 
$13.419 

($13.0001 
$3.088 

$8.&71 
$8.3l1lI 
15,888 

$26.847 
$229.491 
($288.0001 

CSB.1I21!I 

$0 
$0 
$0 
$0 
$0 

11.415 
S213 
~ 

$71 
$.2,808 
$8,D10 

S22.1M2 

$0 
$0 
$0 
$0 

$I,sos 

11.505 

$0 

$0 
$0 
$0 
$0 
$0 
$0 
$0 

$0 
$0 

52111.242 
$0 
$0 
$0 

$218.242 

$0 

119.556 
$0 
$0 
$0 

$290.664 
1105.000 
$415.220 

$0 
$0 
$0 
$0 
$0 
$0 
$0 

so 

$184 
$0 
$0 
$0 

114,868 
S6.05O 

521.702 

$11.091 
$4.443 

$0 
$0 
$0 
$0 

$10.534 

so 

$0 
$0 
$0 
$0 

S500 
$0 

S500 

$0 
$0 
$0 
$0 
$0 
$0 
$0 

$0 

19 TOTAlO&M $24••970 5213.231 S38.519 ($7.3551 ($5.1130) $24.447 $2111.242 $415.220 $32.236 S500 

20 
21 
22 

23 

24 

25 

QEPRECIATION EXPENSE' 
c.aanor 
CapodIJ 
TOIII 

AMCRI OF GAS PlANT 
CapodIJ 

I\IIORT Of as: 
C_ 

AMORTJZADON g: AGO AlWS!MENT 
~ 

$8.401 
$121,021 
1129.422 

$0 

$0 

$0 

$7.f£1 
S17I,463 
1119.131 

$0 

so 
$0 

$UIZ 
$73907 
$18.219 

$0 

$0 

$0 

$l.I29 
$153,150 
$156.218 

$0 

$0 

$0 

52.454 
1184,402 
$IB8,S55 

$0 

$0 

$0 

SI.935 
$18,611 
$18.546 

$0 

$0 
$424.153 
$424.153 

$0 

$201.5(7 
so 

$201,547 

$0 

116.762 
$0 

116.782 

$0 

$0 
$0 
$0 

$0 

""C 

~ (/J
(l) o 

::r' 
(l) 

o 0..
""+)E.. 
N(l) 

0\ 0\ 



00 
ag 
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SCl<EDU.£ H-2 

FlORlOAPU8UC~~ 

COtWN«: l'lDRIOA IlMSOiOF CHESAPEAKE UTIlITIES CORPOAATION 
OOCI<ETHO: 000121KlU 

COST OF SEFMCE 

EXJ'lANo\TION: PRO\IIIlE AFUU.Y AI.lOCATED_OO6> 
COST OF SERIIlCe STIJOY 

AllOCATION OF COST OF SER\IICE 
TO CUSTOMER ClASSeS 

_6.P_12of211 
PAGE7OFIO 

PROJEC:I'£O TEST '\'1EAA: I2IWIO 

O~ 
('1) Z 
(') 0 
('1) • e 0 
cr'\O 
('1)0
'"'I ...... 
..j::J.N 
~ VI 
N.
00 
~c:: 

.LH..!I!l. TOT.... FT1I-A fTS.1j FTS-I fT$,2 FTS-2.1 FTS-l fTS.3.1 FTS-4 fT'S.5 FTU f'TS.7 

1 
24 
5 

6 

7 
8 
10 
11 

IA1IESOll!EB !lWIINCM WSES' 
CIaInIf 
Copao:IIf_ 
_ 

ToIoI 

Bm1I!N /NOll
c.-
~ 
CGmmodIIv 
T* 

$32SJ08 
S721.323 

11,048.531 
$71,550 

'1,118,1181 -$2,189,577 
SO 

S3.1_ 

$315,147 
16,985 

141,112 
13,m 

$45.OB1 
$7U5I! 

'102.148 
111l.<I09 

$0

'"7.

'1:13,_ 
$7,187 

AI,038 
13,709 

$34,745 

S09,3ro 
118.513 

SO 
S87.l11t$ 

182,1)33 
S3i1.779 

1118.813 
116.470 

1135,283 

$2:38.41' 
__ 

SO 
s:l33.422 

131,090 
$10,109 
141.200 

13,iIII:\ 
144.703

_:151 
526,115 

SO 
1116,472 

$19,118 $11,823 
$20,D33 _I 
139.210 119,454 
13,902 52,780 

$43,112 $U.234 

W,n! 127,_ 
161,748 RUlli 

..$0__ SO 
$107' m.363 

$11,580 110,718 13Jl43 
$29.947 $38.887 $18,126 
138,527 $49,_ $19,189 
14~_ 15 723 $2~ 

S40.981 1RI5.~--··t21;22e 

127.1143 131,1:Kf 18.1143 
189. 1119.885 141.8511 

....!I!I__ SO SO 
197,452 '131,Ol5 $55._ 

13,01' 
$17.253 
$20»4 
$1.~1 

'1:12,11' 

18.926 
144.5111 

SO 
m.m 

16,392 
147,780 
$53,172 
13.130 

$5G.lI01 

115.872 
"23.42' 

10 
"39.0116 

\0 
VI 

12 
I~ ,. 
15 

!!!COME TAXES 
cum
Copao:IIf 
~ 

T.... 

1411._ 
19\8.1111 

SO 
11.337.342 

$02.035 
WIll 

SO 
$47,_ 

$29.:147 
18,768 

SO 
S35.a15 

S9II.112 
$34.732 

SO 
$13t.844 

131.184 
$9.547 

SO 
S46.1li1 

$22.9l7 
118,1118 

SO 
$41.854 

IU_ 
$9,284 

SO 
1\21).7ll3 

"'.4!i8
$25,447 

SO 
138_ 

'12.8111 
$38,515 

SO 
Mil:33oi 

13_ 
115.228 

SO 
$18.8f7 

13.813 
'16.m 

SO 
1111.9&1 

16.
145.'20 

SO 
$51,569 

18 
FIfl/ENL!E C!!E!l!IEIl TO COS 1fRQ.!ECJWt 

c.-.... (lm,393) ($5li11'11l ($iSliI1'IIl 1$102.957) ($2$.7391 1$25,7391 SO SO SO SO 80 SO 

17 
18 
19 
2021 

TOTA!. COS! Qf SERVICE 
c.-
~ 
CGmmodIIv 
~ _ 

1423,62' 
$181;389 

$l42iC28 
$88,017 

1453.828 
$243,_ 

_,583 
$3SCI,1l0 

'157,l157 
'148.0" 

1117.1123 
1156.218 

1147,107 
1432_ 

22 T.... 

~ 

~ 


0tlC/.J
('1) (') 
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o ~ 
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_6·PagoI30126 (1). 
SCIEOUtE~2 COST OF SERIIICE PNiE80F 10 e 0 

0"'\0
FlQRIDAPUetlC SERIIICE COMMISSION l:XPlANATlOH PROIIIJE A FUllY AI.l..OCATED 1!UBE00EI 
~ANY: FlORl~OMSKlN OF CliEs.oPEAIIE UIllITIES CORPO COST OF SERVICE STUDY PROJECTED TEST 'I'EI\R: 12I31MO ~ :::: 
DOCKi;T NO: 09012S-GU -I:>.N 

N 
VI
• 

AlLOCATlOH OF COST OF SE!MCE 0 o 
TOCUST~CU\SSES 0 

\0 c 
U!!E.!i!!. FTs.e FTS-1I fTS-l0 fTS-ll 

1 
24 

5 
6 

WES OJHEB l!1I\N INCQME TA!!ES' 
C
~ _ 

-.. 
r .... 

113.981 
S67,I89 
171,170 
$4,537 

575,707 

$3.1134 
m.IIM 
$98.1!.27 
JII,2!-4 

1104;001 

'1.096 
$41.032 
$42.126 

51,961 
$44,088 

U,_ 
185,028 
_,509 
$3,<170 

$19.980 

SI,IA 
'102,377 
'103,1140 

$4,213 
$1()7,7.53 

$917 
1e.2B2 
$9,1l1li 

$0 
6,199 

$0-$85.S6& 
$0 

$85$1 

$74._ 
SO 

$74._ 
$0 

$74._ 

$ll.l!7 
$0 

16,151 
SO 

$11.157 

$0 
$0 
$0 
$0 
$0 

7 
8 
10 
11 

IlIillBl.IIQl 
c.-. 
CapociIy 
c;.c.-, 
r .... 

511.571 
$173,583 

$0 
5105.134 

S10,l\6l 
11245.905 

SO 
S25!!.48S 

$1,184 
$105.1194 

$0 
'109.178 

$4.310 
S219J!40 

$0 
3223.Il00 

$1.379 
-'260\,481 

$0 
S287J!40 

$2_ 
Sllll.1ltM 

SO 
S80,759 

SO 
JIIl0.590 

$0 
-$510.590 

S2M.7~ 

$0 
$0 

-'26o\,m 

322.oz1 
$0 
$0 

922,021 

$0 
$0 
SO 
$0 

\0 
0\ 12 

13 
14 
.5 

INCllME T/\IIES
C
~ 
CommadIty 
r .... 

$4.782 
..<141 

$0 
11111.211 

$4.346 
$19.

$0 
1I!M,241 

S1.31C 
m.748 

$0-
$1.774 

S90.294 
$0 

182,067 

$1.391
$98,679 

$0 
11118.

".tl117 $0 
_ S3tlO.293 

$0 $0 
S2S:i132 -----1300.293 

S1111.2!& 
$0 

SO 
1116,2!le 

511.
SO 

SO 
$9.8i!9 

$0 
$0 
$0 
10 

16 
RMNUE C!!ED1lED TO COS lPROJECTEDt 

c. SO $0 $0 so so so $0 so $0 so 

17 
18l' 
N21 

22 

IOTALCOST Of SERy!CE' 
c.-
~ 

Comllllldlys._ 

Toll! 

$95.531 
$IiOII,375 

SO 
$'RlU07 

~ 

'104,398 
sn:71'97 

$0 
$841,1\95 

SUM
$i!.iI7,I:11 

1127.487 
$218,616 

SO 
_.103 

'Hlel 
$308.064 

$1D.5f15$UI_ 
SO 

$541,<I!Q 

$I~ 
_ 

51l,484 
_,991 

$0 
$IIISO.475 

$4~iiiii!C 

11211.555 SO 
S17~.G27 $1'-,844 
~ SO 

$1911.582 '1.5iI!I_ 
SO SO

$II111W. *1'-~ 

$1.071,835 
SO 
SO 

SI.lJ71.s35 
SO

il.ohMS 

$7$.311 
$10.534 

SO 
$8&;&15 

SO
iiii,B4S 

ssoo 
$0 
$0 

ssoo 
-.!! ssoo 

"i::) 

~ r.n(1) o 
w~ 
o 0.......,2.. 
N(1) 

0\ 0\ 
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SCHED\II.f H-2 COST OF SElMCE 
_8-P_'4.128 
PAGEIOF 10 

tI~ 
(1) Z 
n 0
(1), 

S 0 
r:::r'\O 

flORIDA PUI!UC SERVICE COMMISSION 
COIIP/\NV: flORIDA DMSlON Of CHESN'EN<E lJl1LmeS CORPORATION 

EXPlANA110N: PRO\IIOE A FlJU.Y AU.OCATED EMBEOOED 
COST OF SER\'ICE STIJDY PROJEClIEIHESTYEAR: lV31/10 

(1) 0 .......... 
OOCI<ETND: 09Il125-GU ~N 

~ V'I 

SUMMARY 
N I

00 
~C 

lJIIi..IjQ. ~ TOTAl. FfS.A fll!.8 rn., FfS.2 FfS.2.1 FTS-3 FrS-3.1 f'TS.4 FrS-!! FfS.6 FT1H 

MTEIIA6E 148,_ Sl.794.417 $1,349,848 15.151,544 $1.791,CIOI $I.IIIG.229 _,8OB $1,550.2e8 U.ICIO.I92 $813.1.12 $8111.901lIl 12,010,611 

AT'1'Rf1lON 

OS.. 
OEPRECIATlON 

$0 

$8,299.rn 

$2.366,297 

$0 

$3Il0,$l1 

$84,1107 

SO 

S408.1<O 

al.27S 

SO 

$1.1115,'l1li 

_.W 

SO 

S27-.lIlO 

$83,813 

$0S31i6_ 

$7UM 

SO _ ,lI22 

$311,1)13 

$0 

_187 

S68,752 

$0 

W2,884- $0 

$1111.012 

$35.461 

SO 

$141,1101 

537,56(; 

$0 

S23II,46O 

$117,01 

AMOR11lA'TlON ElIJIENSES AND ADJUSl1ioIIENTS SO SO SO SO $0 $0 SO SO SO $0 SO $0 

TAlCESOTHaI J}Wf INCOME· OTHER SIJMG,531 SU,112 '$31.036 $118.813 $41.1.C1O S31.210 $19.<154 $38,iI2! $49.311$ $19,189 m,m $53,172 

TAXES OTilBl. lHANlNCOME· REV, RELATED 

INCOIIE TAlCES TOTAl. 

$71.550 

SI,337.3Q 

$3,m 

147._ 

13.7011 

:$36;11$ 

$16.470 

$132.&44 

13.503 

$46,731 

$3.902 

141.814 

WI!O 

$20.783 

$4.434 

$38.906 

$/1,723 

$411.334 

$2,056 

$18,1167 

'1.861 

$1$,1165 

$3,730 

.',569 
I!.1:'II9U!: CREDITED TO COS: ($2$7,3111) (1$1.4791 ~I.4791 (1;IOZ.95lJ (125.739) ($25.739) SO SO SO $0 SO SO 

10 TOTAl. COST • CUSTONER $7;!118,365 _7&,284 f6I17.1.17 12.114.1.43 _244 $423,112<1 S342A2B $453. _,583 $157,057 1117.023 '147,107 

11 TOTAl. COST •CAPICITf S6.71.,614 -',011 $114_ $333,(12 $91.638 $181_ $88.017 U43.!IIM _.120 5146.014 $156.1.16 SG2,82t 

\0 
--.J 

12 

13 

TOTAl. COST • COMIIOOI1Y 

TOTAl. COST • RE1IEHIJE 

$0 

IT!,550 

SO 

$3,978 

SO 

13.1011 

SO 

$18.470 

SO 

$3.5')3 

SO 

$3,902 

SO 

$2.781) 

SO 

$4.434 

SO 

.,723 

12 

12_ 

SO 

$f.851 

$0 

$3,1'30 ,. 
1$ 

NO, OF ctJST~ tllUSl 

PEAl( ~11iROUGHPUT 

176.1185 

1J)42,701 

37,304 

68.1Ii!Il 

25.334- 87.(169 

<12.806 

11.
113.4117 

7.032 

224_ 
2,688 

I10.3Q 

2,618 

302.4411 

',8116 

433,991' 

372 

180•• 

2G4 

193.641 

m 
536.1.73 

16 ANNUAl. lllROOGHl'llT 52.1158,181 322,102 311.711 1/11'1,3117 417.134 I,082,!105 591.14' 1.6816,112 2.3112.5110 5187.184 1,1X18,T.2!I 3,112,81501 

""t;j 

PJ 
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N(1) 

0'\ 0'\ 



Cit::;
AJ 0 ..... n 
~ ~ 

SCHEOLILE MoZ CO$TOF SElMCE 
-..e.pogol$ofZ6 

PAGE 10 OF ,. 
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8 0 
FLIlAIOAI'UlII.IC SER\IIC£ COMIIISSIOH 
COIiIPAI«: f1.0RI0A0MSI0N OF ~ U1lUllES CORPO 

EXPI.NU\11ON: PROIIIOE AfUl.LV AlLOCATED EM!lfDDED 
COST OF SEFMCE SI1JIlY PROJECTED TEGTYEAR, 1213'"0 

0"\0 
t'll 0 
""t ........ 

OOCKETNO: 09012.5-00 ~N 
~ Vl 

SUMMARY 

SpociII -
N 
0 
0 
\0 

1 

8 
~ ~ FfS.8 FTS-e FrS-l0 FTS-II FTS-12 FTS-l:! COnIracI SAS 0$.IlP0 

AATEBASE 12.753.719 13.813.367 SI.623._ 13._ 1P.98O_ _.187 $4,658,275 $3.703.1116 S307,986 $0 

AT1'R11lON 

O&M 

$0 _.m $0 

$213.231 

SO 

$36,5151 

$0 

($"I,3S5j 

SO 

(1$.130) 

$0 

S24.447 

$0 

S27l1.2C 

$0 

1415.220 

SO 

$32.236 

$0 

S!IQO 

IlEPfU2ClATIOH 

IoNORTIZ.ATIOH EXPENSES AND AIlJUSTIIOOS 

$129.422 

SO 

$17S1,131 

SO 

$76219 

SO 

S1!iOU711 

SO$116_ 
$1116.85$ 

$0 

$76.546 

SO 

1424.153 

SO 

$201,547 

$0 

$16.762 

$0 

$0 

$0 

e 

TAXES OlliER THAN INCOMe. OTHER 

TAXESOMR THAN INOOME·RPI.!lELA'Ia) 

INCOME TAXE$ TOTAl. 

$"11.170 

$4.537 

S68.211 

SIIl.827 

15,2301 

194.2<41 

$42.128 

suel 13.470- 1162.<167 

$103.5-40

,c.z,!- 116.199 

$0 

$26.632 

Ali.568 

$0 

S3OO,21I3 

$14,Cl34 

so 
$116256 

116.'57 

$0 

S9.669 

$0 

$0 

SO 

9 REVENUE CREDITED TO COS, $0 $0 SO $0 SO $0 $0 so $0 so 
10 TOTAL COST - CUSTOMER 1165.531 1104.3911 $27._ $10.56$ $11._ S29,55S $0

$1.__ 
$1.G71.635 $76.311 S!IQO 

II TOTAL COST -CAPACITY S606.375 $73T.4Ifl 1278.6'6 $S3O,885 _,991 $170.Il21 $0 $10,534 so 
\0 
00 

12 TOTAL COST ·COMMOOIlY $0 $0 SO SO SO $0 SO $0 SO $0 

13 TOTAL COST· RBIENUE 14.537 $5,2301 $1.961 13.470 14.213 so $0 so so $0 

14 NO. OF COSTOIoIERS (Il1llS) 19:/ 144 36 36 lM 12 116 ,ee,956 7.73& -15 !'EM 1I0NTli llilWlJGHl'\1T ~.I23 1.1l68M3 "60,53t 954,325 1".ce,(166 t'lIIw:I t'lIIw:I NIA NtA 

16 ANNUAL TliROIJGHPIJT 4,336.2011 6,12',_ 2,..a!im 4,972,443 7.1&4.270 1 •• 000.721 71.072.1116 NIA NtA NIA 

'"1::1 
AJ 

O'ClCZl 
t'll n ........ =r 

Vlt'll 
o p,.
'""'lE.. 
Nt'll 
0'\ 0'\ 



$CHEDUl£ H-3 

fl.omoA PU811C SCfMCE CDMMISSIOII 
OOIIPAHY: fI.omoAOMSIOH 01' CHESAI'F.AICE V!1I.IT1ES CORPORATIOH 
DOCKeT NO: 0iI01a.GU 

~ TOTAL fTIht\ 

CQ$f 01' SER\I1Cf 

EXPlANATIOH: PRO\IIDe A Fl,nV ALLOCATI!O EMSEOOEO 
COST 01' SER\I1Cf STUDY 

_'l1OlIOI' IU;IIENUE O£I'1ClSIICY 

f'TS.8 fTS.I f'T$.~ FTS-2.1 fTS.3 fTS.3.1 FT5-4 

_'-Pogo ,."'.
PME 1 01' 11 

PROJECTI!OTESTVEAR: 12!31110 

fTS.5 fTS.6 fTS.l 

CICI 
p:l 0 
~O 
~ ::0:;

CI~ 
(i) Z 
o 0
(i).

8 0 
0"\0 
(i) 0 

.... --+:oN 
~ V'I 
N I

00 ge 

\0 
\0 

'0 

11 
12 
13 
14 

Cl.JS'1'llMER COSTS 
CAPACffY COSTS 
COMIIOOfTY COSTS 
REllENUECOSTlI 

TOTAl. 

_ REllENUl'.AT PIl£SENT TARIFF RATES 
jlIUI: E~ENTAL Rl:VENUES" T_ RATES 
(inlho~"'" 

~ RIM:NUE OEl'IClENCY 
pM: 0EflCIENCY .. OTHSR OPERATING REV.
""'*: TOTAL !lASE - REVENUE DEFJQENCy 

UNff (;OST1: 
c.-nor 
CIpod\)' 
C<>mImdIr 

$1.266.366 
$6.7M,eW 

$0 
$11.560 

51.~ 

511.624.434 
$0 

12.42&_ 
5108,21)3 

12.5311.298 

141.124 
$0.121 
$0.000 

55782&! 

"".011 
$0 

$3.97e 
-.v, 

1515.000 
$0 

5119211 

$'••'81 
$133.<5:1 

$15.<1411 
$0.168 

sa.ooo 

S5aT271 
$64.683 

sa 
$3.109 

$515,l1l9 

$080,499 
$0 

S95.'IeO 
$14..81 

$109.581 

120_ 
$0.175 

sa.ooo 

CI.114.2U -.:!<14 S42U24 
$333.024 $01.539 $'81.381l 

$0 SO SO 
$16,410____~__________~,~__ 

$2.5'23.737 ~ _.GI5 

$2.'33.4611 
$0 

_282 
128.362 

M'8.&!4 

_ 97. 

SO.'11 
$0.000 

$453.744 
sa 

_,!)oIl 

$211.139 
5112.281 

$39Jl117 
$0.•92 
$0.000 

S505.311 
$0 

$103,531 

125.739 
"29211 

$60.242 
$0.•1. 

$0.000 

OU.42& 
$1111.017 

$0 
R.71!() 

_m
_.04. 

SO 

$14.11M 
$0 

$14JIM 

$121.392 

$0.'49 
sa.ooo 

S453.IIl8 
_.ON 

$0 
M.Q4 

Sl'II2.2Ii6 

$574,370 
SO 

$121_ 

$0 
$121_ 

$169.592 
SO.I45 
$0.000 

_.A3 
$351),120 

$0 
$5:123-.<111 

514.,338 
$0 

Sloa.ON 
$0 

$'oa.OII8 

-$0.1«1 

$0.000 

Sl$1.G67 
S1<4&.014 

CI 
12.058-..32_539 

$0 

$38.!IlI3 
$0 

$38.!IlI3 

1422.107 

$0.'. 
$0.000 

$111.Q23 

$156;116 
$0 

S',I5' 
SV5.llllO 

S230:120 
$0 

$35.310 
$0 

$35.310 

S51a1M. 
sa.155 
sa.ooo 

$141.100' 

$432.629 
$0 

$3.73Q_465 
$l83.0!11 

SO 

S'OO._ 
$0 

$100,369 

$532. _ 

$0.136 

sa.ooo 

'"C 
p:l 

0'QCf.) 
(i) 0 _ ::r' 
0'I(i) 

o 0..
I-+)E.. 
N(i) 

0'1 0'1 
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SOEtlUlE 'i-l COST OF SEfMCE PAGE20F n 3 0 
0"\0 

FLORiDA P\.IIUC lSElMCE COMIIISSIOH ;J(PI.J\NA'!'IOtt: PRO\IIDE ARlliYAU.OCATED ENBeIlIlE! 

CCNI'Nf'l' FLORlDAOMSIONOFCHESAPEN<EUTII.ITESCORIPC COST OF S£RIIICE STUDY I'IIOJeCl'8) YEST YEAR: 12131110 
 ~ 8 
DOCKET NO: 09i)'2SoGU ...r::..N 

S_ 
~ 

°c 

Vl 
N I 

OEIIlIIATlON OF FlE\lENUE OEFlCENCY 0 0 
\0 

fT&.e FTS-Il HMO FTS-1I FTS-12 FTS-13 ~ SAlIS SI\S QS.DPO~ 

CUSTOIoI;R COSTS $95,531 "04.398 $21._ $10,565 $11.<184 S2!1.!555 SO 11,071.835 $11.311 seoo 
CAPACnY COSTS _.375 1737,497 $278.618 S530,88S 11\138.l1li1 11'70.027 $1,586.&1" SO $10.534 SO 

3 
~ 

5 

6 

OOMIIOOITY COSTS 
REIIEHUE COSTS 

lOTAL 

leu: RE\IEN!£ AT PRESENT TARIFl'IIA'IES 
pIut.. _OINENTAI. REIIBIUEs IN TARIFF MA'IES 

SO 
140m 

$108,~ 

S567,Q11 
SO 

SO 

!Y!! 
"'7.128 

M17.M7 
SO 

SO 
51 ••'$308_ 

$253,973 

SO 

SO 
$3.470 -. 

_,S07 

SO 

SO 
M,II13SiI54_ 

_m 
SO 

SO 
SO 

SlIlIl,i582 

$180,000 

SO 

SO 
SO 

$1,5II6,&I.t 

$1,88S,i05 
SO 

SO 
SO 

11.071.835-.. 
SO 

SO 
SO 

$66.&45 

$16.560 
SO 

SO 
SO 

seoo 

seoo 
SO 

(h tho prqocIocI1OOI,..a1 

oquo/s: REVENue DEFICIENCY 5120.763 $1811.161 ~.D9' $95.413 $106.915 t39.1i82 ($11 $41!1,361 $70,285 (SOl 

10 
pus: DEFICIENCY IN 011<ER OPERA11NG REV. 
equals: TOTAl BASE· RElEHUE DEFICIENCY 

SO 
$120.763 

so 
$1811.181 

so 
~.091 

so 
$85.413 

SO 
$1011,915 

so 
$39.1i82 

so 
($1' 

so 
_.367 

$0 
S7II,211li 

$0 
(SOl 

.... II 
12 

UNIT COSTS: 
c MII7.559 m<l1lll3 $763.530 S29J._ 14111.!O1 $Z,462J/12 HlA NlA NIA NIt>. 

13 c..-, so.l040 SO.120 SO.116 SO.107 SO.lll!l SO.ll12 HlA NlA- MIA NJA 
I. CommodIr so.ooo so.ooo SO.OOO SO.OOO so.ooo so.ooo HlA MIA NIt>. 

""d 
Cl(JQoo
(I) (') 

...... ::r
-....18
o...., c::..... 
N(I) 

0'1 0'1 



SCf£OU!.E H-3 

flORllAPUIIUC SElMCE COMMISSION 
COMPANY: FLORIDADMlOON OF CHEllAPEAI<E UTIl.mES CORPORATION 
OOCKET NO: 0IIIl125-GU 

COST OF SER\IICE 

EXI'UINAT1OII: PFIOIIIOEAF\.U. Y ALLOCATED E.M8I!OOEO 
COST OF SERW:E STUDY 

RATE OF RET1JfIN ElY CUSTOIotER ClASS 
PRESENT RATES 

_S·Poogel&af2ll 
PAGES Of 11 

PROJECTEO 'I'EST_ 12IllnO 

t:itj 
Ilo) 0
(t(").. ~ 
t:l~ 
G Z
(") 0G. 
8 0 
0"'\0 
~ S 
.J:>.N 
~ 

VI
N 1 

000c:\0 

UHENO. TOTAL fTS.A fTS.8 FT$.1 FTS2 FTS-~.1 ~ fTS.3.1 FTS-I FTU FlU FTs-7 

REJ/E1t\JeS;-otoor 0p0/0IiIg_ 
T..., 

$11.624.434 
$149,190 

$11.773.6:1.4 

$515.CIlO 

97~
_.2911 

-.
137~ 

5517.19'/ 

G.133,45e 
174,_ 

S2.blU51 

_.14<1 
$1J 

$4S3.7~ 

$505.377 
SO 

S1i05.377 

S360,()41 

$1J 
S360.041 

m4,370 

SO 
m4,370 

1741.338 
SO 

$141.338 

-.. 
$0 

$266,539 

_.no 
$0 

-.720 

$183._ 
SO 

1483._ 

..
0..

4 

5 

1 • 

EXPENSES: 
_GuCosl 
O&M~ 

~"--

-~ ..."*-...T_otoorThoo\_F....T_otoor,.,.., __ 

T" ElqIoos ...:1.'_T_ 

SO 
16.299.733 

S2.366.291 
SO 

SI.04IIJi31 

171~ 
••164.111 

$1J 
$39O,!I31 

....907 
$0 

141.112 
$3,976 

$52D,528 

$0 
_.140 
m;zu 

$0 
$31,G3G 

$3,109 
$I!OoI.I60 

SO 
$1.185.798 

$239.3<1 
SO 

$118.113 

$16,470 
12.1110.428 

$0 
S274,3OG 
183.813 

$0 
141.200 

13.503 
$402,822 

$0 
S36S.m 
$1lI,!I3O 

SO 
$39,21. 

$3.!!!!! 
-.31$ 

SO 
$29&,822 

$38.013 

SO 
519.454 

H,180 
$36O.Q611 

$0 
-.187 
18!!.152 

$0 
$36.521 
14,434

_,900 

SO 
SW.6&l-SO 
149.• 
$5.'/23 

$810.1151 

$0 
$179,(172 
135._ 

SO 
$19.1l1li 

H._.7115 

SO 
$141.901 
137,.556 

SO 
S2D.30Z4 
II~I 

S2OI,632 

SO
S23B._ 

S91.0139 
SO 

1153.112 
!i!,130 

$392.l1011 

11 INCOME TAXES: _.148 147._ 135,31$ Sl3:l.~ $41.131 141.854 12O.7lI3 $36.11C16 So49,.l34 518,H1 I1UII!I $51.569 

12 NET OPERATING INCOME: 11.183,367 ($15,89'1) ($21$11) (S85.m> 14.191 (l21.1i2) (120,821) (S3O.435l 121.9418 111,907 $18.123 $38.721 

13 

14 

RATEIIASE: 

RATE OF R.ETUIIH 

S44S.W.2!I!! 

3.112'1J. 

$1.794.417 

.0.
$1,3411~ 

·1.61'11 

$5.1$1_ 

·UK 

51.791.001 

023'11 

$1.686,229 

·12il"11 
-.z._ 

$1.556,269 

-1'

12.100.192 

1.05'11 

$613,21~ 

un 

$611,1146 

2.10'11 

$2.Q71I,Ql 

1.81'!1 

~ 
(JQcn
G (") 
..... ::r' 
coG 
o Q.....,E.

GN 
0\ 0\ 
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SCIEOUlE H·3 COST OF SERIIICE PAGE 'OF 11 3 0 
fLORJOA PUeUC SERW:E COMMISSION 
CONPANY: FLORIDA OMSION OF CHESI\PEIU<E uruT1ES CORPO 
ClOCET roD: 0III)125,.GU 

~TION: PRO\IIOE A FUllY AI.l.OCAlaJ EMlIEIlOEl 
COST OF SER\IICE STUDY 

RATE OF RETURN BY CUSTOMER CLASS 
PRESENT RATES 

PROJECTED TEST YEAR: '2131110 

0"'\0 
(I) 0 
"'"I ...

~N 
~ VI 
N I 

00 
~c 

UNENO. 

REVENUES:-0tII0< 0p0nlIng R_ 
T.... 

fTS.8 

S681.681 
so 

S681.68' 

fTS.9 

S8T1.941 
so 

S8T1....1 

FT5-10 

S253J113 
so 

1253,913 

FTS-l1 

_,51)1 

so 
S4J19.501 

FTS-'2 

_.713 
so 

_.713 

FTs-13 

"60.000 
so 

$160_ 

s.
~ 

11,51111.845 
so 

$1.596.845 

$AIlS-..so_.468 

SAS 

$16.$60 
so 

$16.!5EO 

QS..DPO 

ssoo 
so 

ssoo 

...
0 
N 

10 

11 

EJ(PENSES: 
I'I.IIdlo.... O"C<m 

0&lIl"-
~"-

-~'""'~T.- O1hIrThorl ___ 

T.... 01hIrThorl~....... 
T04OI~_._T_ 

INCOME TAXES: 

so-.970
"29..:l2 

so 
$71.110 
S4,!!i!1 

_,099 

$M,211 

so 
$213,231 
"79.131 

so 
S98.827 

S5.ZM 
14116,0423 

$94,24' 

so 
$38,519 
$76.l19 

so 
142.1211 

$1.961 
$158,821 

S40,059 

so 
1$7.~1 

11S1l,219 
so 

II1II,509 
13,4'10 

$238,903 

$82,067 

so 
($5.8301 

$1118._ 
so 

1103,540 
S4,!!13 

S21!8,m 

.,ceo 

so 
S2oI.441 
$7lI.546 

so 
••199 

so 
$112,1112 

S21!,6$2 

so 
$216.,242: 
_.153 

so 
S8$,5II8 

so 
fIll6.961 

ssoo;m 

so 
1415.220 
S201Ji047 

so 
11'.Il34 

so 
$6IlO.II01 

S115,2S6 

so 
$32..236 
$16,162 

so 
.,157 

so 
$55.'!55

•.
so 

ssoo 
so 
so 
so 
so 

ssoo 

so 

'2 NET OPERATING INCOMe: $64,371 181,2114 $55,017 $1:111,531 $158,9:15 $21.171 1510.591 ($224.59!11 (S48,2641 so 

13 RATE8ASE: SZ,753,119 13.913,367 $1.623,Q4.C 13,3211.189 13.9111).1l09 S85:!.191 S4.!556,219 13.1Il3.186 S301,_ so 

" AATE OF RETURN 2.34'!1i 22ft 3.39'!1i 3_ 3._ 2._ 10'- -3.ot1'!1i ,'5.tmIo 

""d 
~ 

0tlr:.t:J(I) ('") 
-::r
\0(1)

Q.. 

o = '""'?
N(I) 
0'10'1 



SCHE1lULE~ 

flORIDA PI.alC seRVICE COMUISSION 
COMPANY: FlORll4OMS1011 OF CHESAPEAI<E ut1Ul1ES CORPORATION 
DOC!<ET NO: 0510'~ 

COST OF SEfMCE 

ElCP!.AW.TION: ~()III)EA FUllY AllOCATED El!I!EIlIlEO 
COSYOf' S£IMCE STUDy 

RATE OF RETURN 8Y ClISTIlM1:R ClASS 
PI<OPOSED RATES 

SdII!dIAe 8 • Pave 20 of 2!8 
PAGESOf' 11 

PIl!IJECT8l TEST YEAR: '21",,0 

00 
eg
!1: ?<;" 

oa 
('I) z 
(".) 0 
('I), 

3 0
C1"I,O 
('I) 0 
'"'1..
.,J::.N 
~ VI 
N 1

00 
~c 

L»IENO. TOTAL FTS-A fTS.8 fTS.l fTS.2 fTS.2.1 FT$-3 fTS.3.1 FlS-4 fTS.5 FTS-6 fTS.7 

REVENUES:-oe..~_ T.... 

" ••052.529 
$257.31J3 

$1 • .309.922 

_.271 
$51,.79 
_.1~ 

S57Ulll 
$5..79 

$827.3511 

=.737 
$102,1157 

S2.m.ll95 

$!IoIO,2!8S 
~,7311 

_,02<1 

seOU15 
$25,7311

_.6501 
~,:!25 

$0 
~.225 

1702.258 
$0 

1702.2!i1! 

S850.~ 
$0 

seso.QtI 

$305.132 
$0 

$305.132 

$275,118(1 

$0 
$215,118(1 

-.
$0 

$583,_ 

..
0 
W 

8 
1 

9 
10 

11 

'2 

EXPENseS: 
PurdIuodGMCoII 
0IlM~ 

0etn<:IIIi0n ~ 
_~IIId~ 

T_oe..n..._ 
r_oe..,....._ 
TOIII&p..-'_T_ 

PRE TAl( NOt 

INCOIIIE TAl(E5. 

$0 
$6,299,733 
S2.l66.297 

SO 
$'.ooe,531 

$lIMO 
SO.n.,I11 

".S2!i.1I11 

$1,337.342 

$0 
_.531 
S84.907 

$6 

"'.112 
$3.978 

S520.52S 

$165.223 

..1'

$0 
_ ••..0 

S83.275 
SO 

$31.036 
!!,709 

_.180 

$123,1" 

$35,315 

SO 
SI,7~7IIO 

1239.341 
SO 

$118.8.3 
$1,..10 

$2.160.<28 

$A66,2e6 

$132,804 

SO 
$21 • .306 
653,8.3 

SO 
141.200 

$3!!:!-.1122 
$1113.203 

$46.731 

SO 
1Ii365.653 
178MO 

$0 
$39.210 

~ 
_,315 

51o\11.3D 

S41~ 

SO 
IN!I9.822 

S3II.OI3 
SO 

S19•.s4 
$;1,780_.0&11 

$1••156 

l2O.m 

SO 
_.1111 
$68.752 

$0 
$39.527 
..,C34I 

$$67.!lC1O 

$134,366 

$36.905 

$0
$SZ2._ 
192.* 

$0 
~.3IlS 
$5,723 

SIi7O,OS1 

$180,3611 -

SO 
SlllI.lI12 
$35.oIIl7 

$0 
$11.169 

S2.l158 
$235.766 

$119.3117 

$18.861 

SO 
51.',901 

$37,556 
$0 

S2O.a:u 
SI,!!!1 

1201.632 

$13._ 

$19.&. 

SOS23Il,_ 

$111.439 
$0 

$53,172 
$3,130 

_.900 

$180,1165 

$51.56f1 

'3 lETOPERATlIIG INOOWE: $3,1118,~ $117.565 $87,883 s:m.Q~ $118.472 $101 ...... $53,363 S07.~ $131. $50._ $53.<1113 $138,118(1 

14 RATE BASE: $o\8,Sl,295 $'.794.•11 51~.948 $5.151,s.o.i $I,19I.00t $1.1I8II.2H $II36.IlO8 $1._.2811 $2.100.1112 $513.212 
.,,_ 

12.010,611 

15 RATE Of RETlJRN 6.83'11. 6.55'110 6.5I!1O 6.41" 8.50110 6.31!10 6' 626'11. e.2-l'll 621'l1 621"" 6.12'lI 

'1:1 
~ 

OCICZl 
('I) (".) 

N::r' 
0('1) 
o 0.I-T)E. 
N('I) 

0\ 0\ 
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SCHEDULE H-3 

FlORlCUl PU8UC SER\llCE COIotMISSlON 
COMPAHY: fl.ORIl)j>,DMSIOH OF CHESAPEAICE tJ'Il\.I1lES CORPO 
DOCI<ET NO: 090t2S-G1J 

COSTOfSEA'IIICE 

lJiPl.IoIIIU'JON: PROIIIDE AFUlLY AlLOCATED EM8EOOEI 
COST OF SER\1CE S1\.IOY 

RATE Of RETURH BY CUSTOIAER ClASS 
PROPOSE!) RATES 

-"'8.POOO21G128 
PAGE 8 OF 11 

PROJECTED TEST YEAR: 12131110 

Clg.
(I) Z(")
(I) ~ 
3 0 
0"'\0 
(I) 0 
'"'t ...... 
..j:..N 
~ Vl 
N I 

00 

~c::: 
UN£NO. 

RE\iEMlES:-Othor~_ 
TOIl! 

f"IS.8 

f108,..u 
18 

S108.+13 

F1S-9 

"7.1211 
18 

"7.1211 

flS.l0 

$308,06' 

18 
$308.06' 

F1S-11 

_.m 
18_.!120 

flS.12-..
SO

_.688 

F1S-13 

1199.1182 
SO 

$1SS.lIe2 

SjIOdaI 
eo.

1I,581t.M15 
SO 

S1.511t.M15 

5A8S 

$1,G71.1135 
SO 

$1,G71,835 

SAS 

-!! 
1116,1)46 

~ 

-SO-
...... 
0
..j:.. 

4 

10 

11 

12 

E.ltP£NSES: 
_Goo Coot 
O&M",-, 

~"-
_,,-and~ 
T..... OIher"... __ 

TIIdIOIIerT1llrttnc:ot'l'»-RWI!!rU!IT"""_---..1__ 

PFlETAXNOI' 

lNCOMf TAXES: 

SO 
_.m 
$129.-<22 

SO 
171,110 

114,537
_,lI99 

$253.344 

S6li211 

SO 
1213.231 
$179.131 

18 
198,827 

!!!~_.423 
_.700 
".241 

SO 
13851. 
178,219 

18 
1142.128 
SI,!!1 

SI58,827 

$148.237 

$40.059 

SO 
($7.355) 

$156.279 
SO_.!IOII 

!i!470 
$238.1103 

_'7 

182,067 

SO 
($Ii.83O) 

1186.855 
SO 

SI03._ 
S4.213 

_.779 

$366,909 

$98.oee 

18 
S24M7 
178,548 

SO 
$11.199 

$0 
S112,1U 

187.390 

128,832 

18 
1278,242 
1142'.153 

SO-18 
$785.981 

1810.8114 

-.m 

18 
11415.22ll 
$201.547 

SO 
17'.o.'M 

SO 
_.sol 

1381._ 

$1111,_ 

SO 
$32,238 

$16.71S2 
SO 

$8.157 
SO 

m.l55 

$:11.611019_ 

18-SO 
SO 
SO 
SO-
SO 

18 

13 HE!' OI'ERAl1NG INCOII£: $185.134 12511.485 $109.171 S223~ $217._ S80.159 1110,511 S214.718 S22.1l21 SO 

.. RATE !lASE: S2.153.718 $3.813,367 $1.1123,00l0I $3.328._ 13._1\0$ $852.187 114,658.275 13.703.1. 

S301_ 
SO 

15 RATE Of FlE11JRIj 6.72'J(, 6.mIo 6.13'!1, 6.13" 6.73'10. 7.13'110 10.116'110 7.15'!1, 7.15'!1, 
0__ 

'1:1 
$:I)

OCIcn
(I) (") 
NI:T' 
...... (1) 

o 0
'"+:05.. 
N(I) 
0,0, 
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lICHEDuI.E H-3 COST OF SEIMCE PAIlI' 7 OF" 3 0 
0""" 

FlORIOA PUBlIC SER\IICE COMMISSION ElCI'I.ANAllON: PRO\otDE AFUU.YAU.OCATEll EMIlEOOEO ~ 2COIoFANY: FlORiOA DMSIOH Of CHESN'EAKE UTl.IT1£S COPI'OOATION COST OF SERII1CE ST\Jt)Y PROJECTeD TEST YEAR: 1:I!131110 
~NDOCKEr NO: 0G0'2$OO ~ Vl 
N I 

0 
PROPOSEO RATE SUMMARY 0 §

"" 
I.I!E1!Q. TOTAl f'TS.A fTS.B FTS-. FTS-2 FTS-2.1 fTS.J fTS.3.1 FTS<C fTS..!I FT~ f1'S.7 

PRESENT RATES 
RlM:Nues 511.112<1.01 .151$.000 $2.133.~ $453.744 S50S.:m $36Il.04I m4.37ll 57"1.338 $2GII.$!e $2;I9.l'2II 
OlliER Of'£RAllNG RB/E!IruE 51,w,19Q $:IT&!!!! $:IT.!! 57".!!!! $0 $0 $0 $0 to to to $0-.- --
TOTAl $11.113.112<1 lI55U!I8 1$17.m 5'1.318.051 $4$3,744 _.311 $36Il.041 $S14,370 $7.1,338 $2118,53\1 _.720 -. 

1.87... 
INDEX 'OIU]O'" -23.'lI'fo -42.04'lI0 -43.30'lI0 &.\,... -33.li3'ii0 -85.''''' -SUR 21'- 38.33'11 56.04'lI0 
RATE Of REllJRN 3.8:1% .o.s97o -1.61'" -UK O~ ·I.29'1ii -2_ -HIli'" 1._ 1._ 2.1~ _... 

_o42flPROPOSEIO RATES 
R£\I9IUES "4,(152..529 $II3U71 1575.879 S2.5Zl.m _.2115 $OOUIS $434,225 $702.256 $3O!i.I32 $275.l19O 
OlllEROPERATING_NUl: 551,_ S2S..,39 S2S,T39 $0 to $0 $0 $0 $0 

TOTAl S'4.J09,l122 _T,w SOZI,358 S2.6:1l!.6115 _.024 -.- $434,225 ~ _.132 S27S.0G0 $583._ 
32S7.i!!! 551,471 $102!!! _4211 -.. 

....... 
 RATE OF RETURH 6.83'11. 8.55'110 6.47'110 fl.5OW, 8.37,. 8._ 1I.26'lI 6.24,. 6.21" 6.21'11> 6.7n>• '.51'"0 10 INDEX 100.~ 115._ 95.32'110 94.7li'ii0 96.21,. 93.:I3'Ii 93.37'110 81._ .I.3no 1IO.lI2" 90.... l1li.35,.
Vl 

18 5100;1619 

12 PERCENT INCREASE 21.54'" 201.1", 21.le... 25.58'10 22.27'110 14.7'''' ,..- ".7,,. 20.7li'ii0 
11 TOTAl REVENUE INCREASe $2.53Il.2911 113M62 510Ulll 1418.1144__ $112.281 5129m 174.184 $121.- '109._ a5.370 ~-

~..- ~-

""C 
PJ 

(JQcn
o n
N::r
NO 
o Q..
>-I')E..
NO 
0\ 0\ 

http:511.112<1.01
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SCHEDUlE H-3 

FLORIDA PUBLIC SERIIICE COMMISSION 
COMPANY: FlORIDA DMSION OF CHESAPfAI<E l/TIUTlES CORPC 
DOCKET NO: O901~ 

COST Of SERVICE 

lXPlANA11OH: PROVIDE A FULLY ALlOCAlED EMBEODEl 
COST Of SERIIICE sruoy 

SdIooUo 6 - P",", 23 '" 26 
PAGEBOFII 

PROJECTED TEST YEAR: 12131110 

ag 
~ ;:0; 

t:Jg, 
(1) Z 
(') 0(1) . 
3 0 
0'\0
(1) 0 
""I ....... 

.J:>.N. 
Vl

N I 

PROPOSE!) RATE SUMMARY 
00 
~C 

~ FTS-8 FTS-1I FTS-IO FTS-11 FTS-12 FTS-13 
SpocIII 

c:ono- SASS SAS OS-OPO 

PRESENT RATES 
REVENUES 
OTHER OPERATING REVENUE 
TOTAl 

SS87.&81 
10 

SS87.681 

$S77.VCl 
10 

$S77Jl41 

5253.913 
10 

1253.913 

1449,501 
SO 

1449.501 

1545.113 
SO 

1545.113 

$160.000 
SO 

$160.000 

S1.S9U4S 
SO 

SI.S9U4S 

1562•• 
SO 

S5II2,48II 

$16,560 
10 

S18.sao 

S500 
SO 

S500 

RATE Of RETURN 
INDEX 

2.34" 
61.1" 

22ft 

59.92" 

3._ 
6US... 

J.1I8'l. 
101.08'16 

J.99'II. 
104.51" 

2.48" 
65.05" 

10.96" 
2B8.9J" 

-6.06'lI0 
-156.18l1o 

-15.61" 
""'10.22'11 

0.00'10 
0.00'10 

PROPOSED RATES 
REVENUES 
OTHER OPERATING RE\I!ONU£ 
TOTAl 

$108.443 

!!! 
$108.443 

Sll47.128 
SO 

SII47.128 

S308.064 
SO 

SJ06,064 

_.920 
10 

_.920 

11154.688 
SO 

1Ii54.688 

$198,562 
10 

$199,562 

$1.598.845 
10 

SI.596Jl45 

$1.071,835 
10 

$1.071.53$ 

588.845 

SO 
588,845 

S500 
SO 

S500 

....... 
0 
0\ 

9 
10 

11 
12 

RATE OF RETURN 
INDEX 

TOTAl REYEMJE INCREASE 
PERCENT INCREASE 

8.1~ 

!IB_4Jl1o 

$120.763 
20.55" 

6.13% 
!IB.47'A. 

"l1li.181 
24.95" 

8.13% 
96._ 

$&4.091 
21.~ 

8.7l'l1> 
96._ 

595.413 
21.2Jl1o 

6.73" 
96.52" 

SlOB.915 
19.96" 

7.13" 
104.

$38,562 
24.74" 

10.96" 
180.48" 

SO 
0.00.. 

7.15"" 
104._ 

_.J6T 
84.0~ 

7.15"" 
104'

S70,285 
424.43'1. 

ODO'lfo 
0.00.. 

($0) 

0.00.. 

"1::) 
~ 
(lQrn
(1) (') 
Ni:J"'
VJ(1) 
o 0Oo-I)E.
N(1) 
0\ 0\ 
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SCHEDULE H-3 

flORIDA PUIIUC SER\IICE COMMISSION 
OOUPANY; R.QtU)A DMSION OF CHESAPEME UTUTIES CO_TION 
DOCI<ET NO: 0!i0125-GU 

I.!!£ljJ), TOTAl 

11 PROPoSED TOTA\. TARGET REVENUES $14.3Ot.922 

COST OF SEIMCE 

EXPlAIiATION: PROVIDE AfUll.YAI.l.OCATEO eMIIEDIlED 
COST Of SfIMCE STUOY 

PROPOSE!) RAlE DESIGN 

FT/i-A FTS·B FT$-1 I'TS-"I fTS.2.1 

_.749 1IlZ1.3ee S2.l\2!I.8Il5 _.024 _./154 

FT$-3 

_.226 

fTli.3.. 

$102~ 

FTS-4 

S850.G6 

_e-p..,2..,26 
PAGE 9 OF 11 

PRaJECTEO lEST YEAR: 12f.11110 

fTS-5 FTS<I fTS.7 

_ •• 32 1275.oeo -

tJ!l 
('\) Z0 
('\) 0 

S 0 
0"\0 
~ 0 
~N 
~ V'l 
N I 

00
@C 

3 
4 
5 

6 
lIoI 

LESS: OlllER OPERAllNG ~ 

LESS: FlWTlWlSPORTATIONCHMGEREVENUES 
PROPOBED ARM 'TRANSPORTATION CHMGES 
NIJItI8ER OF BILLS 
MMiER OF SHIPPER CUSTOMERS 

TOTAl F_1lWISPORlATlONOWIGE REV. 
.. F... a.go.lI_ 

(S2S7;!93) 

H8W 

170M2"'" 
62'Jo 

i$51.471Il 

$13.00 
"R.304 

_.952 
n-. 

(l!!U7!I) 

$1S.50 
2U3< 

"2,677 
68')1 

i$102.1157) 

$19.00 
87,1>611 

$1,/154.311 
611')1 

(S2S.m 

134.00 
.1.400 

S3117.1IOO 
72'JI 

1$25.1391 

S40.00 
7,DU 

S2lIl.211O-
10 

$108.00 
2.1188 

S290._ 
67'JI 

10 

1134.00 
2.878 

_.5845., 

10 

$2.0.00 

''

$398••60 
47'JI 

10

_.00 
372 

114•.3IiO-
10 

1000.00 
204 

$'22.400.... 

10 

$700.00 
278 

$193.200 
3:l'II 

lESS; OllleR ~ RATEREllENUES 10 10 10 10 10 10 10 10 10 10 $0 10 

EQUALS: USAGE CHARGES TARGET REVENUES $6,470.048 1149.3'9 1183.202 _.426 1152_ S327_ 1143.921 $343.872 $452.286 $163.772 $.52._ _.286 

...... 
0 
--..J 

9 

.0 

OMOEOIrf: IUl8EROFrnERMS 

USAGE CH!\RGeS PER·TlERM!\.lNROUIi1lED) 

52,958.187 322.1112 

$0463578 

371.711 

$0._ 

'$7;J87 

$0.463104 

m.734 

$0.3._ 

1,1l62.806 

1O.3DII213 

587.•41 

$02410.& 

,,-,"2- 2;J82.9'0 

$0.189003 

987.7114 

1O.11157!17 

l.ooe.7Z9 

$0••51366 

3.172.854 

$0.•23001 

11 

12 

13 
14 

USAGE CH!\RGeS PER·THElIN (ROONOE!l! 

USAGE CHARGE REIIENUES iROUNOED RATES} 

lUlllIAR\': _TA/IlffRAlES 

FIRM 1lWISPORTATION CHARGES 
USAGE CHARGES (CENTS PER THERM) 

56.470.034 

$0_ 

1149.320 

$13.00 
46.:l66 

$0_ 

$18:UOI 

115.50-
$0.46310 

_416 

119.00 
-46.3.0 

$0.3'_ 

$152.664 

134.00 
31.l1el1 

1O.3OIlZ7 

$327,631 

840.00 
lOW 

$0.24102 

$143.1123 

$\08.00 
24.102 

$0.20383 

$343,680 

1134.00 
20.:183 

$O.11!9OO 

1452,260 

$210.00 
18.900 

10.1_ 

1163.775 

_.00 
16,580 

10.15.37 

,.52.691 

sooo.oo 
15.137 

10.12300 

_,261 

$100.00 
12.300 

15 
18 

S>lIPI'ER ,t.OIIiNiSTRATION Cl-W!GE 
CONSUMER CHARGE 

-= _ENTTARIFFRATI!$ 

17 
18 

FIIUI1lWISPORTAllON Cl-W!GES 
IJSofGE CIWlGES!CENTS PER THERMl 

110m 
44.073 

112.50 
44m3 

$15.00 
.um3 

$27.50 
29.368 

$21.50 
29."'" 

SIIO.OO 
19.181 

SIIO.OO 
19.181 

$185.00 
17.907 

$275.00 
18.627 

_.00 
14

1475.00 
IUDI 

11 
:zo 

SHIPPER AOMDIISTRATIOII CHARGE 
CONSUMER OWIGE 

'i:1 
$:I)

0Clr;n
('\) 0 
Nl:T' 
~8. 
o s:: 
I"<+) ..... 
N('\) 
0'\ 0'\ 
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SQlEOUll; 11-3 COSTOF~ PAGEIOOfII :3 0 

0"\0FI.ORIOA PUBlIC SERII1CE COMMISSION ;J(PlANAllO." PlloYlOEAfUlLY AlJ.OCAlEIl EMIIfOIlEI 
COMI'ANV: flORIDA DMSlON OF Cl-!£SAPEAIQ; 1,ITlU1lES CORPO COST OF SEfMCE STUDY PROJE<:TED TEST _ 12131110 ~ 0 
DOCI<ETNO. 0II0125-G\1 .j:;..N 

~ Vl 

.IB..I!2. 

$1 PROPOSED TOT.... TARGET RE\I9IIJES 

FTS.8 

$7oa.443 

~ 

t847.1ZlI 

PROPOSBl RATEDESIGH 

FT$-IO FTS-Il 

S3OlI._ "".920 
FTS-12-.. FTS-13 

11119.5112 

SoociaI 
Connett 

$1.!IIIII.1I4Il 

SII8S 

$1.07IJ135 

SAS 

seo.1M5 

OS-OPO -
N I 

OQge 

LESS; OIlIER OPEAATING REVENUE SO SO SO SO SO SO SO SO SO SO 

6 
ill 

LESS: FI'(M TRANSPORTATION CltARGE REllENUES 
PROPOSED ARM TRANSI'OfITAllOH CHARGES 
NIJMIIEl! OF BIU.S 
HWBEROI' S-eR CUSlOMERS 

TOT.... FIRM TIl.<HSPORTAllOH CHARGE REV. 
'IIofllm QIorgoR...... 

$1.200.110 
I~ 

$23G•.j(JO 

33" 

SZ.OOO.oo 

'''' 
1288.000 

3ft; 

$3.000.00 
38 

5108.000 
3!5" 

$5_.00 
38 

1198.000 
38'110 

$9.000.00 
2' 

1l16.000 
:moo 

116.692.2li 
12 

SZOO.i11J7 
lOO!1o 

...
tI6 

$1.596.1145 
nIa 

lI3OO.00 
38 

192,1I!iS 

$10.Il00 

'" 

_.00 
tI6 

7.73!I 

SZlI.IIOO 
33% 

1111.111 
1% 

-100'lI0 

8 

lESS: OIlIER N()H.(JSA(lf RATE REllEI\IUES 

EQUALS: UliAGe CHAAGES TARGET REllEJoIUES 

SO 

1117B.D<J 

SO 

5559.128 

SO 

1200._ 
SO 

SMIl.!I2O 

SO 

11138.1188 

SO 

($725) 

SO SO 

$1,081.035 

SO 

$58.G46 

SO 

SO 

..... 
0 
00 10 

OMOEO flY; NUMSER 01' THeRMS 

IJSAGf CIWlGES PER-TH£RM (uNROUNOEOI 

4.336.209 

1O.1tQ%4S 

&.121.9G6 

SO.091331 

2._.252 

SO.QS3118 

4.972.443 

SO.08!l768 

7.164,211) 

SWl61233 

14.000.127 

(SO.OIlOO52J SUO $7.\50 SO 

11 

12 

UliAGe CHARGES PER·tHeRM (ROUNDED) 

IJSAGf CHARGE REVENUES (ROUNDED RATES) 

SO.11024 

11171l.024 

SO.09133 

_.1%% 

SO_I. 

SZOO,_ 

SO.0tm7 

S346.!i27 

SO.0II123- (SO.llOOO5) 

(S100l 

$5.!i) 

$1))61.035 

$7.10 

$!III.Il45 

SO 

SO 

13I. 
15 
I. 

SUIIIWII': _ TMlFFllAlB 

FlRIIlRAHSI'OR'TATION CHAA<lES 
IJSAGf CHARGES (CENTS PER THERMl 

SHlPPER_ISTllAllONCHAA<lE 
COII$lJ¥ER CHARGE 

11.200.0011_ $2.000.00 
9.133 

S3.OOO.oo 
8.31. 

$5.500.00 
6.971 

8.000.00 
6.123 

$IG.692.25 
0.000 

_.00 
$5.50 

lI3OO.oo 
$1.10 

1111.117 

_: PllHl!HTTARlFFIlATaI 

17 
II 

FRo! TRANSPORTA11ON CI1ARGEl! 
USAGE CHARGES (CENTS PER 1liERMl 

$150.00 
10= 

$&00.00 
U51 

SUOO.oo 
8.314 

$3.000.lI0 
6.866 

111.000.00 
6.m 

$13.333.33 
0.000 

1111.11 

19 
211 

_PER AIMIlHISTIIAllOH CHAA<lE 
COHSUMERCHARGE 

$100.00 

""00 
S172.!i) 
moo 

'"C 
P'l 

Oi:lr,n 
(I) (') 

N:::r' 
VlrD 
OQ..I--+)E.. 
NrD 
0'1 0'1 
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