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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION

IN RE: Application for
Determination of Need for
Intrastate Natural Gas
Pipeline by SunShine
Pipeline Partners

Docket No.: 920807-GP
Filed: May 4, 1993

REQUEST FOR OFFICIAL RECOGNITION BY
INTERVENOR FLORIDA GAS TRANSMISSION COMPANY

Intervenor Florida Gas Transmission Company, by the
undersigned attorneys and pursuant to section 120.61, Florida
Statutes, hereby requests that the Florida Public Service
Commission officially recognize Opinion No. 91-13 of the State of
New York Public Service Commission in case number 90-M-0676
Reference: Petition of Rochester Gas and Electric Corporation,

relevant excerpts of which are attached hereto and incorporated

herein as Exhibit "A".

PEEPLES, EARL & BLANK, P.A.
Attorneys for Florida Gas
Transmission Company

215 S. Monroe Street

Suite 350

Tallahassee, Florida 32301
(904) 681-1900

LSS e b HoQ g
William L. Hyde 0
Fla. Bar No. 265500
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CERTIFICATE OF SERVICE

I HEREBY CERTIFY that the original and fifteen copies of the
foregoing have been served by HAND DELIVERY on Steve Tribble,
Director, Division of Records and Reporting, Florida Public Service
Commission, Fletcher Building, 111 East Gaines Street, Tallahassee,

Florida 32399-0850 and that

copies have been furnished by

*Facsimile/U. S. Mail to the following persons this ytn  day of

May, 1993:

James P. Fama, Esquire
Florida Power Corporation
Post Office Box 14042
3201 34th Street South
St. Petersburg, FL 33733

Martha Carter Brown, Esquire
Staff Counsel

Florida Public Service
Commission

111 East Gaines Street

Tallahassee, FL 32399-0850

Peter M. Dunbar, Esquire

Bram Canter, Esquire

Haben, Culpepper, Dunbar and
French, P.A.

306 North Monroe Street

Tallahassee, FL 32301

Gary C. Smallridge
Assistant General Counsel
Florida Department of
Environmental Protection
Twin Towers Office Building
2600 Blair Stone Road
Tallahassee, FL 32399-2400

Wayne L. Schiefelbein, Esquire

Gatlin, Woods, Carlson &
Cowdery

1709-D Mahan Drive
Tallahassee, FL 32308

Anthony V. Policastro, Esquire
Assistant County Attorney
Room 203

7530 Little Road

New Port Richey, FL 34654

PEEPLES, EA}{L & Brank

Barrett G. Johnson, Esquire
Johnson and Associates

315 S. Calhoun Street

750 Barnett Bank Bldg.
Tallahassee, FL 32301

Ansley Watson, Jr., Esquire
MacFarlane Ferguson

P. 0. Box 1531

Tampa, FL 33601

James D. Beasley, Esquire
Ausley, McMullen, McGehee,
Carothers & Proctor

P. 0. Box 391

Tallahassee, FL 32302

C. Everett Boyd, Jr., Esquire
Ervin, Varn, Jacobs, Odom &
Ervin

P. 0. Drawer 1170
Tallahassee, FL 32302

Kenneth L. Warnstadt, Esquire
20 N. Main Street

Room 462

Brooksville, FL 34601

David S. Sadowsky, Esquire
Assistant County Attorney
315 Court Street
Clearwater, FL 34616

Edward P. de la Parte, Esquire
Micahel A. Skelton, Esquire

de la Parte & Gilbert, P.A.

P. 0. Box 172537

Tampa, FL 33672-0537

T T, T ) 1 No

William L. Hyde 0
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CASES 90-E=0647, 90-E-0648, 90-0-0643,
90-M~0676 and 91-M=0445

GAS REVENUE REQUIREMENT ISSUES
Empize Etate Pipeline .

As previously notsd, the company requests authority
to invest up to $20 million in Bnergyllna, a wholly-owned
subsidiary that would be orqanz:ed primarily to acquire a 20%
interest in the Impire State Pipeline project (Empire).
Energyline would have no'cnploya.s of its own and it would be
managed by company employees. . In-both its rate case £iling
and its separate petition, the company. seeks to recover
through its rates the costs of its planned, indirect
invautm;nt in Empire, as offsat by its share of the net
revenues generated by Empire. |

Energyline's sole asset will be ownership of a 20%
interast in Empire. At the time of the company's petition,
Empire's total cost was estimated to be 538.2 million. More
recently, Empire submitted a new cost estimate for the
project of $125.5 million.

Twenty million dollars is the maximum that
Energyline would advance for the construction of Empire. The
existing principals of Empire have propcsed a project
financing that would eventually result in the equity
¢inancing for 25% of the pipelina's construction cost, the
balance being financed through a non-recourse loan secured by

tha Empire property.  If this plan is ultimately followed,
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CASES 50-E-0647, 50-E=0648, 90-G-0649,
90-M-0676 and 91-=-M=0445

RGLE's final investmant in this project would not excead $5
millien. _

RG&E contands Empire will provide an econcmic
interconnection with gas-producing reglions and gas stocrage
facilities in both Canada and tha United States. ZEmpire
would assertedly enhance RG&E's service reliability by
reducing the impact of a disruption of its existing supply.
Access to storage is asserted to be advantagecus for entities
that wish to purchase at favorable rates unbundlaed gas
services and purchasae gas transportation servicas during the
coff~peak season.

The company goes on to suggest its participation in
the project would assure that New York's interests are
represented in the management of the new pipeline. Moreover,
RG4E argues it would benefit from participation in the supply
and tranlportation-side of the natural gas industry, which
should thrive given the federal deregulation of the natural
gas industry and the greater {mportance of natural gas use to
achieve envircnmantal goals.

RGSE also requests in its petition and rate case
£iling that it be allowed to recover all of Energyline's
costs for the Empire investment (such as operation and
maintenance expenses, depreciation, return on investment, and
taxes) from its retail distribu.lon customaers, offsat by all

of Energyline’s share of any net revenues generated by
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CASES 90-E=0647, 90—3-'0648, 90~G-0649,

90-M—-0676 and 91-M—-0445
Empire. Thae net effect, under the company's propesal in this
case, is an increased revenua requirement of approximately
$223,000.

Staf? opposed the company's ratemaking proposal
becausa it sav a conflict betwaen RGLE's role of shipper-
customer, ‘on the one hand, and its role as an equity partner
in Empire, on the other. At the same time, however, staff
Wwas concerned about segregating entirely RGEE's propased
investment from its  regulated utility operation, fearing the
company might ignore its responsibility to ninimize gas
purchase costs out of an interest in maximizing Empire's
return. Te balance these competing interests, staff proposed
to reflect in rates only 50% of RG&E's investment in Empire
and 50% of Energyline's share of Empira's net operating
ravenues.

RGLE has provided a number of acceptable reasons
for its propesal to invest in Empire through Energyline.
Under a worst-case scenario, a lcss of the antife proposed
$20 million investment would be enly 1.7% (aftar tax) of
RGLE's common equity. Such a loss would not be significant,
given the company's slze, and wouid not materially affect
RG4E's rates or service quality. For this reason, the
request to make the investment is granted subject te the
condition that staff will receiv: unrestricted access to the

bocks and records of Energyline. Unrestrictad access means
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CASES 90-E-0647, 90-E-0648, 90-G-0649,

90-M-0676 and 91-M-0445
the same level of access staff has to RGiE's own utility
records, and that staff will not be requirad to bargain for
access to information, or explain the relevance of the
information recquested. Information that raequires
confidential treatment will be protected under existing
procedures.

From & ratemaking perspective, RGLE'S ratspayers
might banefit from RGLE's proposed investment for many of the
reasons suggested by the company. Nevertheless, there are
sevaral important reasons why the planned investment should
not be provided for at all in RG&E's traditional gas
distridution system rate base; therafore, wa need not
consider the exceptions covering the manner of reccvery for
such costs.,

To begin, it seems clear the most important
benefits of the Empire project will he available to RG4E'S
ratapayers regardless of whether or not RG4E invests in the
project. Empire has alraady been granted a certificate and
has proceeded to data without RGIE as an equity holder. RG&E
has already signed an agreement to ship gas through the
pipelina without having any ownership interest in it. while
RGLE states that its participation increases the probability
that the Empire pipeline will be completed, there is no
reason to conclude the Empira pi-aline will fail to obtain

adequate equity participation from others.
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CASES S0-E-0647, 90-E-0648, 90-G-0649,
90-M-0676 and 91-M-0445

Second, the original Empire principals supported
the project primarily becausa it would offer a compatitive
alternative to other pipelines, Those principals wers
willing to compete with other pipelines. RG4E's proposed
ratemaXing is incensistent with that approach and seeks to
minimize the risks to it of its investment. There is no good
reason why all of Empire principals sheould not bear the same
risks and enjoy the same reward opportunities. As iﬁ other
competitive businesses, reccvery of costs and achievement of
reasonable returns should depend upon the transportﬁtion
revenues generatad by the Empire pipeline.

Third, staff's proposal would also require a morass
of accounting and ratemaking separation procedures aﬁd would,
therefore, be very cumbersome. And it is not apparent that
staff's proposed 50/50 sharing arrangement would increasa
RG4E's incentive to pursue a least coat gas procurament
strategy. For sll of thesae reasons, Ve reject the company's
propesal to include its planned investment in its gas
distribution rate base and staf{'s alternate suggestion.

Finally, RG&E requests that it'b; permitted to
reinvest later without further approval any amount investad
by it that has been repaid in whole or in part by Energyline.
This request is rejected, and any funds returned to RG&E must

again be devoted to utility oper tions. If additional funds
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GASES 950~E=-0647, 90—!-:-:0643, 90~-G~0649,

90-M~0676 and $1-M-0445
rates are not in full compliance with this Opinion and Order.
The requirsment of PSL §66(12) and 16 NYCRR 136.70 and
270.70, that newspaper publi;atinn nust be completed hafore
the effactive data of the amendments authorized in this
paragraph is waived: but the company shall file with the
Commission, not later than August 16, 1991, proof that a
notice to the public of tha changes propesed by the
amendments and thelr effactive date has been published once a
week for four successive weeks in a newspaper having general
ciroulation in the counties affacted by the amendments.

3. fThe Attorney General's petition is denied but
$4 million of the electric revenues provided for here are
approved on a temporary basis only, and subject to refund,
until RG&E meets the two conditions described in this opinion
and Order.

4, To the extant it is consistent with this
opinion and Order, the Recommended Decision of Administrative
law Judge Gerald L. Lynch, issued April 2, 1991, is adopted
as part of this Opinion and Order. Except as here granted,
all exceptions to that Recommended Decision are denied.

5. Rochester Gas and Electric Corporation is
authorized to use revenuas received from the rendition of
utility service in this State in an amount not to exceed
$20 million for the purpese of ‘nvesting in Energyline

Corporation.
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CASES $0-E-0647, 90-E-0648, 50-G-0643,
90-M-0676 and 91-M=-0445

6. Rochestar Gas and Electric Corporation's
authorized §20 million investment in Energyline Corporation
shall be usad only tn-ncquir; a 20% interest in Empire State
Pipeline.

7. The authority granted by paragraphs five and
six of this Opinion and Order is made upon the express
conditien that prior to any further investment by the company
in Energyline Corporation using revenues derived from the
randition of public service beyond the $20 million authorized
by this Opinion and Order, Commission approval will first be
sought and received, )

8. Rochester Gas and Electrie Corporation will
empley the necessary and appropriate cost allocation
procedures that assure assignment to Energyline Corporatiecn
of joint and common costs, and the basis for all such
allocations shall be filed for approval with the Dirsctor of
Accounting and Finance within 90 days of the date of this
opinion and Order. All such allocations shall ﬁe subject to
audit and adjustment by the Commission. All books and
records of such subsidiary shall be made available to the
gstaff of the Department of Public Service upon ragquest’
howevar, any information deemed proprietary by Rochester Gas
and Electric Corporation or third partias will be arforded

appreprinte protection unda“_npplicabla commission

ragulations.
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CASES 80-E-0647, 90-E-0648, 90-G-0649,
90-M-0676 and 91-M=0445

9., Any revenues raceived or income earned cor tax
credits generatad by Energyline Corporation, shall be used
for the purpcses set forth ih clause 6 of this Opinion and
order or transferrsd to Rochester Gas and Electric
Corporaticen.

10. In the event the Commission determines at any
time in the future that any amounts of monay, personnel,
resources, assets, or anything of value that properly should
be charged to Energyline Corporation have not been, or iZ the
commission determines that Rochester Gas and Electric
Corporation engaged in a consistent pattern of nisallocating
money, personnel, resources, agsets, or anything of value,
the Commission, in addition to any and all powers, rights,
and remedies available under law, reserves the right to
modify the treatment of revenuas, earnings, and/or tax
penefits generated by such subsidiary.

11, Rochester Gas and Electric Corporation's
request to recover its investment in Energyline Corporation
in ratas is denied.

12. Rochester Gas and Electric Corporation's
request to be able to reinvest any amount repaid by
Energyline Corporation at a subsequent time without further
approval is denisd.

13. Prior to the time Rochester Gas and Electric

Corporation invests in Enercyline corporation, it shall file
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CASES 90-E~0647, 90—E-0648, 90~G=0649,

90-M~0676 and 91-M~044%
with the Commiseian an unconditional acceptance of
Paragraphs five through 12 of this Opinion and Order,
agreeing to abey all the tnfns, conditions, and requirements
included in such paragraphs. If such acceptance is not 80
f£lled within a peried of 30 days from the effective date of
this oOpinion ang Order, paragraphs five through 12 of thig
Opinion and Order may be revekad by the Commission witheut
_tﬁfthar notice.

. 14. Rochester Gas and Electric Corporation is
authorized to defer in Account 186, Miscallaneous Deferred
Debits, the cast; and expenses incurred for the issuance of
hew common stock during the rate Year, excluding any stock
issued through dividend reinvestment and other ongcinq'ltack
issuance plans.

15. If Rochester Gas and Electric Corperation
issues common stoci, as described in the previous paragraph,
during the rate year, to the extent that the actual monthly
average common equity balance exceeds the amount of common
equity forecast in these proceedings, the company is
authorized to defer in Account 186, Miscellaneous Deferred
Debits, the revenue regquirement effect of the differanca
betwean the rate case weighted cost of capital and the actual
average veighted cost of capital, as measured with the equity

cost determined in this Opinio' and Order,

-68~
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PEEPLES, EARL & BLANK

PROFESSIONAL ASSOCIATION

ATTORNEYS AT LaAW
MIAMI OFTICE .

213 SO. MONROE STREET SARASCTA OFFICE

ONE BISCAYNE TOWER, SUITE 3636 1800 240 STREET
TWO SOUTH BISCAYNE BOULEVARD BUITE-ASE0 SUITE a8

MIAMI, FLORIDA 33131 TALLAHASSEE, FLORIDA 3230! SARASOTA, FLORIDA 34236
(30s) 3sa-3c00 (904) 6811900 (813) 38s-180

-5079 Fax (& -

Fax (30s) 3s8-350 rax (904) €81-0989 ax (813) 388 -u83

WILLIAM L, HYDE May 4, 1993 REPLY TO! Tallahassee

HAND DELIVERY
Steve C. Tribble, Director
Division of Records & Reporting
Room 111
Florida Public Service Commission
101 E. Gaines Street
Fletcher Building
Tallahassee, FL 32399-0850

RE: Application for Determination of Need for an Intrastate
Natural Gas Pipeline, Docket No. 920807-GP

Dear Mr. Tribble:

Enclosed for filing you will find an original and fifteen
copies of Intervenor Florida Gas Transmission Company’s Request for
Recognition in the above-referenced docket.

At the prehearing conference on Monday, May 3, 1993, I
inadvertently identified the attached decision as involving a
certificate of need determination. While I had been told that it
was such, further examination reveals that it may only concern a

more typical rates proceeding. I will attempt to confirm this
fact.

Should you have any questions or if I can be of any further
assistance, please do not hesitate to give me a call.

Very truly yours,
PEEPLES, EARL & BLANK, P.A.

"To Avoid Delay, This Was
Sent in Mr. Hyde’s Absence”

William L. Hyde
For the Firm
Attorneys for Florida Gas

Transmission Company
:nl

Enclosures
cc: All Counsel of Record
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