
State of Florida 

DATE: 

TO: 

FROM: 

lfluhlir~tt6k~ Qiotttntimrinn 
CAPITAL CIRCLE OFFICE CENTER • 2540 SHUMARD OAK BOULEVARD 

TALLAHASSEE, FLORII)A 32399-0850 

-M-E-M -0-R-A-N-D-U-M-

September 22, 20 14 

Office of Commission Clerk (Stauffer) 

Division of Economics (Garl>J:1 ~ 9 f O --cf. ~ · \J. 
Office of the General Counsel (Mapp) ~tU~Q...-

RE: Docket No. 140 15 1-GU -Petition for approval to close fi rm transportation service 
- 13 rate schedule, by Florida Division of Chesapeake Utilities Corporation. 

AGENDA: 10/02/14 - Regular Agenda- Tariff Fi ling - Interested Persons May Participate 

COMMISSIONERS ASSIGNED: Al l Commissioners -..4 

-l"-
(/) n rrr 

PREHEARING OFFICER: Edgar 0 -o n ::r N 
' 3: N 

I 0/12/14 (60-Day Suspension Date) 
rrl-

CRITICAL DATES: :::0 (/) 
;J:> 

=="~ :z 
0 

SPECIAL INSTRUCTIONS: None 
....... ...._ "!? 

Case Background 

On August 13, 2014, the Florida Division of Chesapeake Utilities Corporation 
(Chesapeake) fi led a petition requesting Commission approval to close its Firm Transportation 
Service-13 (FTS-13) rate schedule to new customers. The Commission last reviewed the FTS- 13 
rate schedule in Chesapeake' s 2009 rate case, acknowledging that the rate was based on unique 
circumstances of the one customer taking service under th is rate, the Mosaic phosphate 
company. 1 Mosaic has the abi lity to bypass Chesapeake ' s di stribution system since the Florida 
Gas Transmission (FGT) pipe line traverses Mosaic ' s property and Mosaic could directly 
interconnect with FGT. The FTS-13 Firm Transportation Charge was developed as a retention 
rate based on Mosaic's cost to bypass Chesapeake. Mosaic is the only customer on the rate, but 
the rate is open to any other qualified customer. The Commiss ion has jurisdiction in this matter 
pursuant to Section 366.06, Florida Statutes. 

1 See Order No. PSC-1 0-0029-PAA-GU, issued January 14, 20 10, in Docket No. 090125-GU, In re: Petit ion for 
increase in rates by Florida Division of Chesapeake Util ities Corporation. 
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Docket No. 140 151-GU 
Date: September 22, 2014 

Discussion of Issues 

Issue 1 

Issue 1: Should the Commission approve Chesapeake· s proposal to close rate schedule FTS-13 
to new customers? 

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

Staff Analysis: As mentioned in the case background, the Commission reviewed the FTS-13 
rate, along with all other rate schedules, during Chesapeake's last rate case in 2009.2 At that 
ti1ne, the FTS-13 rate covered the cost to serve Mosaic, the one customer taking service under 
that rate. Chesapeake's 2nd Quarter Earnings Surveillance Reports for 2014. dated August 8, 
2014, shows a rate of return within the Commission-approved range. 3 

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

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

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

Conclusion 

Special contracts can be individually tailored for customers that have the option to bypass 
a utility. In this case, the '"open-tariff' should be closed to ensure that special contracts are used 
to retain at-risk customers. 

Staff believes Chesapeake's proposal to close rate schedule FTS-13 to new customers, 
and to grandfather Mosaic under the FTS-13 rate is in the best interest of Chesapeake and its 
ratepayers. The proposed tariff should become effective October 2, 2014. The proposed tariff 
revision is included as Attachment A. Staff recommends approval of Chesapeake· s request. 

2 Id. 
3 Florida Public Utilities Company (Electric and all Gas Divisions), and Central Florida Gas (Florida Division of 
Chesapeake Utilities Corporation) 2nd Quarter Surveillance Reports, available at http://www.tloridapsc.com/library/ 
Financials/GU616-DOCS/EARN INGS-SURVEILLANCE/GU616-?0 14-06-ESR.pdf. 
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Issue 2: Should this docket be closed? 

Issue 2 

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

Staff Analysis: If Issue I is approved, and a protest is filed within 21 days of the issuance of the 
order, the tariff should remain in effect, with any increase in revenue collected held subject to 
refund, pending resolution of the protest. If no timely protest is filed, this docket should be 
closed upon the issuance of a consummating order. 
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Attachment A 

Florida Di,·ision of Chco;apcakc Utilities 
Corporation Original Volume ~o. 4 

Third Rcvisl.'d Sheet ~o. 90 
Cmcc:l-. SeconJ Sht."Ct ?\o. 'JU 

RATE SC H FO t: LES 
FIR\t TRA!\SPORTATION SERVICE· I J 

~ale Schcduk FTS-13 (Cioo;eJ to New Scr\'ic~) 

A \'ailabilitv: 

Thmu!;!.ht)ut the s("rvi~c ar..::as of the Company. 

/\rmlicahil ity: 

Rate Sch(:duh: is closed to all lli..'W service. Finn Transportation Scrvic~ 
\Vas a\·ailablc to all Consum~rs whoS<.~ annual tvlch:rcd transponation 
vulu111c is g~mer than 12,500,000 thcnns, c~ccpt f(Jr the ~a~ ddi\Cn.xi 
through u scpar,llc mt:t~o:r tor compression and ddivcry into motor \·chicle 
fuel tunb or t)lh~r transpor1ation container:.>. The maximum dcli\'cr)' 
pressure pmviJcd to Consumers scrvl·J under this ratt: ':iChcJule shall I~ 
lht: ll's~cr nf tht: 1\·1AOP at the Consumer premise or one-hundred 
( 100) p.s.i.g. 

\·fnnthly Rate: 

Firm Transport;.tlion Charge~ 

Usa I:'·" Charge: 

Minimum (h.urb!t:: 

The Firm Trnnsportatinn Charge 

.lliJlim: Adjut-tmems: 

$)6,692.25 

~O.OOilOO pa therrn 

ThC' ahovc mtt:s ~h .. !ll bt: 'jUhjt:'-"t to tht: applicable .\H~As anJ I·Ts as xt 
forth llO Sheet 1\"os. IJS - 11)6. 

If th~ Company ag.ret:s ht prtl\ ide the nl'ccssary natur.tl ga~ conversion 
equipment. un agreement a~ to terms and conditions gov~ming rt:covery 
of such convtrsinn CO!>l!> from the Consumer shall he exccutcJ. Further. 
the r~ltt:s established in the ~·lonthly Rate section 1lf this mt~ sch'"..Jul~ 
may be adju~rc:J to provide for recovery by the Company nf the costs 
incurred. includin~ '--arrying ('Osl at the Comp<my's o\erall cc,st of capital. 
in pnwiJiug such naturLtl gas convcr5ion ~'Juipm..:nt. At such time as th\." 
Company ha_;; recovered its coo;ts (If pruviJing th\! natural gas ..:onvcr-;ion 
t.'quipmcnt. transportation under this rate schedule shall be billed ;.tt 

Monthly Rate~ st~11cd hc:r~in. 

Issued by: \·lic:h:.el P. 1\.k\h .. '>t~rs. Pr~~ident 
Chcsapcu"-c l :rilitic~ C<H"JJCII"illion 
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