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STATE OF FLORIDA

Commissioners:

JOE GARCIA, CHAIRMAN -
J. TERRY DEASON
SuSAN F. CLARX
JuLlA L. JOHNSON

E. LEON JACORS, JR.

DIVISION OF APPEALS
DAVID SMITH
DIRECTOR
(850)413-6245

Public Serbice Commission

February 21, 2000

Ms. Monigue H., Cheek

Qffice of Tourism, Trade, and
Economic Development

Executive Office cof the Governor
The Capitol

Tallahassee, FL 32399-0001

SUBJECT: Docket No. 9%60725-GU - Proposed Rule 25-7.0335, F.A.C.,
Transportation Service
The Commissicn has determined that the above rule will
affect small business. Accordingly, pursuant to Section
120.54(3) (b), Florida Statutes, enclosed is a copy of the Florids
Administrative Weekly {(FAW) notice for the proposed rule, which
will be published in the February 25, 2000, edition of the FAW.

Also enclosed is a copy of the statement of estimated regulatory
costs.

If there are any guestions with respect to this rule or the

Commissions's rulemaking procedures, please do not hesitate to
call on me.

Sincerely,

s et
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Mary ZAnne Helton e

Asscciate General Counsel s
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cc: Division of Records & Reporting x
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CAPITAL CIRCLE OFFICE CENTER * 2540 SHUMARD QOAK BOULEVARD » TALLAHASSEE, FL 32399-0862

An Affirmative Actiow/Equat Opportunity Employer
PSC Website: www.scri.net/psc

Internet E-mail: contacti@psc.state.fl.us
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NOTICE OF PROPOSED’RULEMAKING

FLORIDA PUBLIC SERVICE COMMISSION

DOCKET NO. 960725-GU

RULE TITLE: RULE NO.:

Transportation Service 25-7.0335

PURPOSE AND EFFECT: To require investor-cwned natural gas
utilities to offer transportation service toc all non-residential
customers.,

SUMMARY: The rule reguires investor-owned natural gas utilities
to file tariffs in which transportation service is offered to all
non-residential customers. The rule also establishes certain
minimal conditions for gas transportation service. The rule
requires natural gas utilities to provide, at a customer’s
request, the customers historical monthly usage summary. Natural
gas utilities that offer transportation service are not
responsible for providing natural gas)to customers that elect
service under a transportation service tariff.

SUMMARY OF STATEMENT OF ESTIMATED REGULATORY COST: The rule may
reduce the amount of regulatory assessment fees (RAFs) collected
by the Commission. The rule may also reduce the amount of taxes
collected by the Department of Revenue (DOR) while increasing
DOR’s collection costs. The total impact and possible losses for
governmental entities is unknown. All of the investor-owned
natural gas utilities in the state will be affected by the rule.

Four of these utilities meet the statutory definition of a small



business. Two of-phe small business utilities have transferred
their pipeline capacity to another entity and the other two
reported minimal costs to comply with the rule. All of the
utilities affected reported divergent implementation costs. The
impact on small cities and small counties 1is unknown, and depends
on the governmental entity’s status as a gas purchaser.

Any person who wishes to provide information regarding the
statement of estimated regulatory costs, or to provide a proposal
for a lower cost regulatory alternative must do sc in writing
within 21 days of this noctice.

SPECIFIC AUTHORITY: 350.127(2), 366.05{(1), F.S.

LAW IMPLEMENTED: 366.03, F.S.

WRITTEN COMMENTS OR SUGGESTIONS ON THE PROPOSED RULE MAY BE
SUBMITTED TO THE FP3C, DIVISION OF RECORDS AND REPORTING, WITHIN
21 DAYS OF THE DATE QF THIS NOTICE FOR INCLUSION IN THE RECORD OF
THE PROCEEDING.

IF REQUESTED WITHIN 21 DAYS OF THE DATE OF THIS NOTICE, A HEARING
WILL BE HELD AT THE TIME, DATE, AND PLACE SHOWN BELOW (IF NOT
REQUESTED, THIS HEARING WILL NOT BE HELD):

TIME AND DATE: 9:30 A.M., Wednesday, April 5, 2000.

PLACE: Room 152, Betty Easley Conference Center, 4075 Esplanade
Way, Tallahassee, Flecrida.

THE PERSON TO BE CONTACTED REGARDING THE PROPOSED RULE IS:
Director of Appeals, Florida Public Service Commission, 2540

Shumard Oak Blvd., Tallahassee, Florida 32398-0862, (850) 413-



6245.

o

THE FULL TEXT OF THE PROPCSED RULE IS:

25=7.0335 Transportation Service

{1) Each utility must offer the transportation c¢f natural

gas to all non-residential customers. Each utility may offer the

transportation of natural gas to residential customers when it is

cost-effective to do so.

(2) In order to meet the dbﬁective set out in subsection

(1}, each utility must file a transportation service tarjiff with

the Commission by July 1, 200C. Each tariff must include in its

rules and regulations the utility’s policy governing the

transportation of natural gas. Fach tariff must also comply with

Rule 25-7.033, F.A.C. In addition, each tariff must set out the

following terms and conditions:
(a) The utility is responsible for the transportation of

natural gas purchased by the customer. The utilify is not

responsible for providing natural gas to a customer that elects

service under the transportation service tariff., If the

customer’s marketer, broker, or agent fails to provide the

customer with natural gas, the utility mav disconnect service to

the customer or provide natural gas under its otherwise

applicable tariff provision.

(b) For customers that engage_a marketer, broker, cr agent

to arrange angd_pversee the customer’s gas purchase, the utility

must obtain from that customer a statement that identifies the



legal name, street address, mailing address if different from

street address, and phone number of the marketer, broker, or

agent.

(c) At the custcmer’s reguest, the utility must provide an

histcrical monthly usage summary with sufficient detail so that

the customer can calculate its Maximum Daily Transportation

Quantity {(MDTQ). The utility may charge a cost-based fee for this

summary.

(3) The utility must apply its transportation service tariff

provisions in the same manner to all similarly situated

affiliated and non-affiliated marketers, brokers, and agents.
Specific Authority: 350.127(2), 366.05(1), FS

Law Implemented: 366.C3, FS

History: New

NAME OF PERSON ORIGINATING PROPOSED RULE: Wayne Makin, Division
of Electric and Gas.

NAME OF SUPERVISOR OR PERSONS WHO APPROVED THE PROPOSED RULE:
Florida Public Service Commission.

DATE PROPOSED RULE APPROVED: February 15, 2000

DATE NOTICE OF PROPOSED RULE DEVELCPMENT PUBLISHED IN FAW: Volume
25, Number 8, February 26, 19299, and Volume 25, Number 39,
October 1, 1999.

If any perscn decides to appeal any decision of the Commissicon
with respect tc any matter considered at the rulemaking hearing,

if held, a record of the hearing is necessary. The appellant



must ensure that q_verbatim record, including testimony and
evidence forming the basis of the appeal is made. The Commission
usually makes a verbatim record of rulemaking hearings.

Any person reguiring some accommodation at this hearing because
cf a physical impairment should call the Division of Records and
Reporting at (850) 413-6770 at least 48 hours prior tc the
hearing. Any person who is hearing or speech impaired should
contact the Florida Public Service Commission by using the

Florida Relay Service, which can be reached at: 1-800-955-8771

(TDD) .



- July 28, 1999
TO: DIVISION OF APPEALS (HELTON)
FROM: DIVISION OF AUDITING AND FINANCIAL ANALYSIS (HEWITT) CR - SV
SUBJECT: STATEMENT OF ESTIMATED REGULATORY COST FOR DOCKET NQ
960725-GU, PROPOSED NEW RULE 25-7.0335, F.A.C., TRANSPORTATIO

SERVICE

SUMMARY OF THE RULE

Proposed Rule 25-7.0335, F.A.C., Transportation Service, would require that natural gas
investor owned utility companies, the local distribution companies (LDCs), offer all nonresidential
customers unbundled transportation service for customer owned gas. The new rule would also
provide the conditions for gas transportation including filing a transportation service tariff, obtaining
from customers that use a marketer, broker, or agent information about those parties, and applying
the transportation service tariff provisions in a nondiscriminatory manner. The LDCs would also
be required, at a customer’s request, to provide a historical monthly usage summary to enable the
customer to calculate its Maximum Daily Transportation Quantity (MDTQ). A utility would not
be responsible for providing natural gas to a customer that elects service under the transportation
service tariff.

ESTIMATED NUMBER AND DESCRIPTION
OF INDIVIDUALS AND ENTITIES REQUIRED TO COMPLY

There are eight natural gas LDCs which would be subject to the proposed rule. Municipal
and cooperative gas utilities and gas districts are not covered by this rule. Nonresidential customers
of the natural gas LDCs would have the option of choosing unbundled gas transportation service
with the new rule but are not required to do so. As of December 1998 there were 34,825
nonresidential customer accounts of Florida LDCs, other than those already on transportation or
industrial tariffs.

An unknown number of marketers, brokers, and agents would have additional business

opportunities with adoption of the rule.



RULE IMPLEMENTATION AND ENFORCEMENT COST AND IMPACT ON REVENUES
FOR THE AGENCY AND OTHER STATE AND LOCAL GOVERNMENT ENTITIES

The Commission would have some additional costs with adoption of the proposed rule
changes. A one time review of tariff filings and subsequent monitoring would be required but would
be done by existing staff. Also, FPSC regulatory assessment fees would be impacted. When a gas
customer buys its gas supply from other than the local distribution company, the LDC has less
assessable revenues to count for FPSC regulatory assessment fees (RAFs). RAFs are collected at
the rate of 0.5% on gross regulated LDC revenues and are estimated to be $1,881,051 for 1999. The
actual loss of RAFs would be determined by the number of customers choosing transportation and
the amount of their lost gas purchase revenues.

The option of shopping for the best gas price may reduce gas costs or increase revenues for
a governmental entity that buys and uses or sells natural gas.

Another potential impact may be to the Department of Revenue (DOR) which collects gross
receipts and sales and use taxes for the state. Currently, the utilities add the appropriate tax on
customer bills and remit the collections to DOR. But, with the proposed rule, DOR may have
increased collection costs and lost taxes when customers buy their gas from out-of-state or from
third parties. One utility reported that it currently submits $680,000 of fuel sales tax annually on
commercial sales, $280,300 gross receipts tax, and $56,100 in FPSC RAFs.

The total impact and possible losses are unknown at present.

ESTIMATED SACTIONAL COSTS
TO INDIVIDUALS AND ENTITIES REQUIRED TO COMPLY

There would be additional transaction costs to the LDCs to comply with proposed Rule 25-
7.0335, F.A.C., because they would have to revise tariffs, metering, and billing, reallocate fixed
pipeline capacity costs, and educate their employees, vendors, and customers.
Individual LDC reported impacts:

South Florida Natural Gas Company stated that the primary economic impacts associated
with the proposed rule would be to cause imbalance in: management (both upstream and
downstream), the Company’s ability to pass pipeline penalties downstream to transport customers,

and rate treatment regarding implementation and operating costs. South Florida cannot accurately
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estimate the associated costs until the Commission decides how to deal with these issues from a
regulatory perspective.

St. Joe Natural Gas Company estimated $2,565 in actual equipment and installation start-up
costs and $451 in recurring gross monthly expenses or $5,412 annually. Also, the Company stated
that the cost of service becomes greater for a sales customer that elects to change to a transport

customer,

Chesapeake Utilities Corporation, Central Florida Gas, estimated one-time costs:

- computer programming $80,000-$200,000

- tariff changes, legal and administrative 4,000

- consumer education 15,000-25,000

- training 3,000-10,000

- equipment 10,000
Total One-time Costs $112,000 - $249,000
Recurring Costs (annual):

- staffing, one customer service clerk and one scheduler $75,000

- customer awareness 5,000
Total Recurring Costs $80,000

The Company also stated that if a nonresidential customer can contract for less capacity than
they would otherwise, then an unsubscribed capacity would be charged to the remaining customers.

City Gas Company, NUI Corp., stated that the proposed rule, in the time in which it is
proposed, should not cause any significant costs. The company has extensive experience with
unbundling commercial customers in its largest regulated Lf)C territory with no significant cost
increase. In the proposed time frame, the company would have the opportunity to realign its gas
supply portfolios, with minimum cost impact. The LDC’s FTS-1 contracts are expiring and
companies can realign their portfolios. NUI found that in other regulated jurisdictions that telemetry
equipment for small commercial customers was not necessary and that it could meter read and bill

on customers’ regular cycle.




Peoples Gas System
Summary of Cost Estimate

The table below summarizes the costs by categery to comply with the proposed new nile, 25-7.0333, F.A.C. As shown, the cumulative cost to make transportation service
available to all noncommercial customers s likely to be $13,300,000 in initial cost. Of this initial cost, $5,400,000 is operational and capital costs, $1,300,000 is gas
price cost in the PGA and $6,600,000 is capacity cost transferred between customer classes in the PGA. The initial cost may range between $10,000,000 10 over
$20,000,000. The recurring annual cost is estimated to be $8,625,000. These costs reflect impacts to Peoples Gas’s system only. No cost impacts to interstate pipelines,
third-party marketers, governmental entitiés or any other effected parties have been included.

Category Injtial Cost Annual
Recwming
Cost
Minimum Maximum Likely
Program and Tariff $250,000 $250,000 $250,000 $25,000
Development
Billing / Accounting Replace Replace Replace Replace
and Customer $1,000,000 $10,000,000 $3,000,000 $200,000
Information System
Upgrades Modify Modify Maodify Modify
$700,000* $3,000,000* $1,000,000* $200,000*
Gas Mapagement $850,000 $850,000 $850,000 $100,000
and Operation
System Upgrades
Customer, $300,000 $600,000 $400,000 $50,000
Employee and
Supplier Education
Implementation and $500,000 $500,000 $500,000 $150,000
General
Administration
Customer Service $200,000 $850,000 $400,000 $200,000
and Support
Purchased Gas Gas Supply Gas Supply Gas Supply Gas Supply
Adjustment Impacts §1,800,000 £100,000 $1,300,000 $1,300,000
Capacity LF Capacity LF Capacity LF Capacity LF
$5,300,000 $7,960,000 $6,600,000 $6,600,000
Stranded Stranded Stranded Stranded
$16,000,000* $16,000,000* $16,000,000* $16,000,000*
Total Cost To $10,200,000 $22,900,000 $13,300,000 $8,625,000
Comply With Rule

* Cost is not included in the Total Cost to Comply With Rule.

Peoples Gas cost estimates are conservative and assume an orderly development and implementation of transportation service to all non-residential custorners. The
requirement to file a tariff by March 31, 2000 may not permit an orderly implementation since many tasks associated with providing such extensive transportation
service take many months or years to complete. In many cases the tasks are also sequential. To satisfy the deadline, many tasks would cost a premium to complete in
time or would cause additional cost due to re-work or work around solutions.



FLORIDA PUBLIC UTILITIES

One-time Estimated Cost Incurred by FPU,

Software upgra:i—es -Billing / Customer Information System $900,000

-Customized Programming 300,000

-Gas Supply Management System 400,000
Training -Customer Service, Marketing & Staff 30,000
Equipment Upgrades -Gas Control 16,000
Customer Education 20,000
Fees -Attorney 10,000

-Consultant for tariffs and procedures 50,000
Advertising Expense ‘ 10,000
Internet Site Expense 3,000
Additional Telephone Service & Equipment 4.000
Tatal $1,743,000

One-time Estimated Costs Incurred by FPU's Customers:
SCADA Remote Terminal Unit (one per large transportation customer) $3,500

Total $3,500

Annual Recurring Estimated Incremental Costs Incurred by FPU:

Software Maintenance  -Billing System / Customer Information System $ 75,000

- Gas Supply Management System 85,000
Training - Customer Service, Marketing & Staff 5,000
Equipment Upgrades - Gas Control ’ 1,000
Additional Staffing - Gas Control & Customer Service 90,000

*Balancing Services as Delivery Point Operator
*Additional Record Keeping - Agency Agreements
*Additional Record Keeping - Capacity Tracking

Customer Education 10,000
Fees - Attorney 2,500
Advertising Expense 2,000
Internet Site Expense 3,000
Additional Telephone Service 3.000
Total $271,500

Note:  Transportation customers will also be responsible for FPUs Transportation Administration Fee.

FPU currently has annual pipeline capacity costs of approximately $4,700,000, and these costs are allocated via the
Purchased Gas Adjustment (PGA) mechanism. Capacity would have to be allocated based on each customer’s peak natural gas
consumption. Fairly complex methodologies would have to be created to protect the residential customer base which accounts
for over 80% of the Company’s base revenue. Attributing more pipeline capacity costs to the residential customer may cause a

significant erosion of such customers. This could result in the necessity of the Company to request rate increases for the remainder
of its customers.



IMPACT ON SMALL BUSINESS. SMALL CITIES, OR SMALL COUNTIES

Four of the companies subject to the rule met the statutory definition of a small business. Two of
the companies have transferred their pipeline capacity to another entity and the other two reported minimal
costs to comply with the rule. Any additional direct impact on small cities or small counties would depend
upon their status as a natural gas purchaser. If the entity buys for resale or use, it would have the option of
transportation service and seeking less expensive gas supplies. If the entity remained on its present tariff,
it may have to pay a larger pro-rata share of fixed costs arising from loss of energy customers that the LDC
may flow through. These costs are unknown at this time.

cc: Mary Bane
Wayne Makin

gastrans.wpd



