
..... BIB PLOaiDA PUBLIC SBRVICB COIDIZSSION 

Ia na ....U,.tioa 1ato tbe ) 
811PllaaU. of t:M fl.Mible pricing ) 
pnvbt.a of l~ial Interruptible ) 
-..wiae rate 8dlt'ble of Florida ) 
Diviaioa of eba•_,•ake utiliti.. ) 
COI:.,_..Uoa (f...- central Florida Gaa) 
CHIIIJIF dlriat.a). ) 

------~~~~--~--~-----------) 

DOCKET NO. 910701-GO 

ORDBR NO. 25236 

ISSUED: 10/21/91 

a. ~ollawiatr c= tuionara participated in the diapoaition of 

t:a1a ~· 

BY B8 a=IIFIUIC.I 

'fiiC*A8 11. BBARD, Cbairaan 
8U8Aif F. .CLAJtK 
J. TDRY DBUOII 

IIIC'IDKI. licit. WILSOif 

~ JCGDIIdtnv ... initiated bV our ataff to have ua review 
t:M •ar.- 1a •t.cll Cllaaapaue utiliti .. COrporation (Cbeaapealte), 
f~l~ ceat&"al Flwlda Gaa Collpany, appli .. the flexible pricing 
pnwla.._ of it:a lnduatrial Interruptible service Rate Tariff. We 
baw amd!IM:ted aCib a nviav, and bave decided that Cheaapeake has 
applied it:a tarlf~ 1D a aannar conai•tant both with the term• of 
tbe tariff it.elf and vitb our intent in approving the tariff. 

Ia ~ of 1915 (order Jfo. 14965), the co-iaaion 
appl'ftied ..U.fiaatioaa to tbe interruptible rate achedules of three 
nabaral ... atiliti•l Peopl .. Gaa, ... t Florida Natural Gaa, and 
ceata"al Flol"lda Gu c..-ny (nov tbe Florida Diviaion of Cheaapeake 
utilitte.). .. reoogniaad tbat tba utilitiea were in danger of 
loa1Dg a aignifiaant portion of tbeir interruptible load to lower 
pz-ioad alternate fuel aouroea, a c!rcnmatance that did not bode 
wall fw tba aooaa.ic viability of the utilitiea • 

• • • [L]oaa of aitnificant interruptible load 
bV a utility could r .. ult in a requeat for 
relief tbat would aeek to bave the reaaining 
tmr..t=-ant (after reductiona for that plant 
not Wlad and uaaful) and coati borne by the 
r ... inlng cuata.era through hiqher ratea. 
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.. ~tted tbe utiliti .. to offer oa.petitive diacounta to 
tbelr ~IItle auat•an in tbe fora of flexible rate tariffa. 
t11a - nt. ~lded tbe utilitiu tbe opportunity to coapeta 
vltb alta'Mta bela and to acldreu potential bypaaa by their 
lnta~ --.-a. !be ratea benefitted both the utilitiaa 
ud _ fin naparen by retainincJ interrup~ibla load on the 
utl11Q .,.a., 11ft tbi utilitl.. vera required to abaorb all 1•••• of ftiYI•a ••oalated vltb tbe rate reduction• unclar the nav 
f.,~ nte.. 

Ia 1•11, ~ yeara after the flexible rata tariff• vera 
flat IIIU&'O'NII1 Peap1M Gu Sptea, Inc. petitioned for 
.adifloaU.Oa Of iu tariff to provide relief froa the revenue lo••• t:M a 1 IJ IDJ Ud apvlenoed in tbe illpl-ntation of flex 
nt.. Ia Deal-- of tllat year (OI'clu' llo. 20521), we approved the 
tariff .adlflaatt.. tbat PeoplM •an-ted. Specifically wa 
.. 11' .... a •c~ .. l~ltlv. aate Adjuat.ant Clauae• tbat peraitted the 

:=~:m
to ~D'IW fra. lb otber ratepayer• the revenue ahortfalla 

n8al tn. t:M ..,.1laatlon of ita flexible rate tariff. The 
m .. ad • nta -.sj•t•tot o1auae alao peraitted the coapany to 
~ to otllet' ~atepayen any revenue aurplua the coapany 
•11.._. ~ tbe ... 1loation of the tariff in ti .. a when the 
~ fc alt.Mta fuela penitted the utility to raiaa ita 
fl.-title nt. .-.. tbe uual tariffed rate. The tariff 
•lliflaatiaa woald, tbe cauuluion Nida 

• • • per:ait PG8 to recover revenue• loat due 
to rata ~Wdaationa to contract cuatollera. The 
utili~'• propoaal alao preaenta the 
~actuaity for non-contract cuatoaera to 
~11 .. a reduction in ratea through refunding 
of~lu.ea if natural gaa again achieve• a 
a • Uv. advantacJe over alternate fuel• 
..S • tbe atility•a contract cuatOIIU'a •• • 

o.R deala&.. in order •o. 20521 -t the atandard for other 
utllitlea to follow, and tber-fter ... t Florida and Chesapeake 
~iw.d Cc nt .. ion ~1 for .adificationa to their flexible 
rate tariff•· t11a tariff• were aiailar to Peoplea• tariff, with 
.. •itiDlfiaaat diff-.nce. Peopl .. ' tariff recover• all revenue 
aozrUalla fra. lu otber ratepayera, and refunda all revenue --.1- to tt.a. -n. oc.pany ia beld banal••• froa the reaulta 
of tbe ..,.liaatloD of ita flexible ratea. ...t Florida'• tariff 
... Ga••.,a.U•• tariff both provide, however, tbat the coapany and 
tM a~•• lira ratepayer. will abare the burden of recovering 
tbe ~ .a..tfalla tbat occur vben the coapany ia forced to 
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lav. Ia ~lex ntea •low tbe uaual tariffed rate. Concoaitantly, 
botb tbe a~ and tbe 0011p1my 1a fira ratepayer• will ahara the 
.._~~~ of zoeca.-iag tbe .urplua vben .tbe aarket for alternate 
t.la ..-.la tbe c-.any to raiM ita flexible ratea above the 
uaaal tu-U~ed nt:e • 

.._ .. -.c.,.,.. Peoplu' flexible rate tariff aoclificationa 
1a 1-, w 41d ao ..._ .... Peaplu bact been forced to lover ita 
rAt:. to cet•l• Ita ~le auata.era, ancl it had experienced 
•i4DI~IDIB~ nYIBK la.su u a reault. Proa the initiation of 
~lalltle~, aad Ia f~ until ~ of laat year, our whole 
-.per~ witb tbe -..lication and effect of flexible rates had 
..._ 1a tlae ~ o~ lowering rates to interruptible cuatoaera to 
c ~ wltb alt:enata t.la. 

tile .net bas cbanged aipificantly aince flexible rates were 
~~ ~. At ..,_nt at 1-at, natural gaa coapetea 
el~eot.lwl~ vltla alt:enata bela on ita own, ancl Cheaapeake for one 
11M .,._ -.. fciCaell to ~lex ita interruptible rate downward to be 
a..-luw vl'=h Ia ~· alternate fuela. Thua it has never 
·~liBGid aar ~ loaau aaaociated with the application of 
Ia tl•lhte nt:e tariff. 

Ia 1111 e.r ~ 1••o, tbe cc.pany flexed ita interruptible 
nt:e 11 rd, aad collected .urplua revenue fro• all of ita 
~le ~. vbicb it intends to aplit with ita other 
zatepa,_.. Ia caaf.-noe vith tbe teras of ita flexible rate 
t:.-lt~. -. cc•s•ar CODteada tbat the tariff peraita it to raiae 
Ia rat. to Ia iaten'uptible cuata.era even though it has never 
..,_.i.Did tu1f ~- loaau. otbervi .. , the coapany argues, 
tMire -ld ._ DO r.80ft or incentive to abare the riaka of loss on 
tbe ._.side. 

t111e JCt.Q 1•- •fore ua in tbia proceeding ia whether 
Clles8J 111Da1 s ...,llcatiaa of ita flexible interruptible tariff 
pcowla'- Ia ~latent with our interpretation of the purpoae and 
ef~ect ~~Mae tariff proviaiona. In other vorda, -y Cheaapeake, 
solely upoa ita own evaluation of oo.petitive conc:titiona, flex ita 
nta ....,. tile .._ DOII-enercJY fuel abaqe, vhether or not it has 

--~~~--· ~ loaa fraa flexing ita rate below that 

1 ••• .. fC'CWlaiona of ita approved 
tarl~~, Cllssapellb -Y flex ita ~ _.... tile non-enercw fuel 
allar:9e liMed upaD ita own evaluation of tbe a~ltlve conditiou a.ttr•• aat:ural 9U and alternate fuela, vbetber or not it bas 
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~1~ ..tf...S revenue lo.a froa flexing its rate below tbe 
..... ._ .. tu.l ~-

aa ..... .u •• lldaatrial Interruptible Sal- tariff I which vas 
etr8Cit:iw .JUly •· 1•.0 providea; 

tlla --fuel abar9• for MrVice hereunder 
-.11 lie ..atjeot to tba flexible pricing 
••rte•l• daacribed in tbe Rates ..ction of 
tla18 .._ aabedule. It ia tba intention of 
C a JIIW Ulat tbla ~ aball be deterained 
•••• ..-a o~itlon with cuatoaer• • 
alter:DaUve fuel. • • • 'lbe non-fuel charge to 
~ -.11 lie datera1nad by co.pany based 
.,.a c:rsaar•• ... 1uat1on of co.petitive 
cx•lltl-. • . . cc.puy -y froa ti.. to 
tt.. t........ or reduce tba non-fuel charge •• 
lt da aaDiaaary or appropriate to coapete 
wltla alter:Data fuel, but shall have no 
oltll~Jftt.l to do ao. • • • 

U.d~ tbe ~ of tbe tariff, tbe co.pany aay recover froa 
la fin nt.payeE"a tbe revenue shortfalls tbat result fro• 
dtw: , .. ~ibla rates. 'lbe difference between tbe 
dlwn•UI ntea ... tbe bue non-ene1'9Y fuel charge established in 
t:lle a oar •a 1Mt: nta oaae baaed on tba cost of service study is 
-.1~1~ a., tbe ¥OlUIIeS billed -cb y~ ending Septeaber 30. 
0.. llaU of t:bat a.:~IIIK ia tben recovered froa all fira ratepayers 
du'!M tM tol~lag ~, wbile tba co.pany bears the burden of 
tile ottr llalf of tbe abortfall. '!be COIIPilftY aay, at its option, 
def.r all • a pac"tlon of tbe recovery to a subsequent period • 

.._ tile ..zoat for alternate fuels peraits, Chesapeake aay 
.. :1~ lu ~ible rates above tba base non-fuel charge, and 
U.. •llec* CMnaa• trc. ita interruptible cuatoaers tbat exceed 
tile allitr' • aa.t to ...,. tboae cuato.ers. When Chesapeake 
oo11eot8 a .azplaa, Cbaaapeake will reduce rates to ita fira 
~ tbe tol~iag y~ by one balf tba aaount of the surplus. 

~ taaat an baaed on coat of service are the aean• by which 
~ 11 datloJ.eDct. are allocated between rate classes based on 
ooat aa.ality. ~ wbo or-te tba coat pay tbe co.t . This is 
DDt to aay tbat every rate class always pays an equal rate of 
retarD • .,_.,rata c~ ia always at parity based on tbe cost to 
..,.. Ccllla~tion .uat be given in aoae ca-• to ce~ain rate 
._ip ~ai.nta. lleVertbal-a, tba coat of service principle in 
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ntnslrt .. .Ul,.. to acbleve parity between rate classes wherever 
pa.aible. 

l'la rate priclag, however, ia ba.ed upon value of service, 
DDt~ of ..,ioe. cuatc.era vitb alternate fuel• are interested 
la ~ of .-.laa aaly ¥ben it ..,.. u a cap on gas rates and 
r...tta 1a ...taa at a price lower tban ca.petitive conditions 
~. If a:11.t.1n9 fuel pricea drop, tbe cuatoaer baa shown a 
vlU~s•• to .._...._ tbe coat of aervloe pbiloaopby and pressure 
U.. RI.Uq to 1oiMr ntea to the value of aervice level. strict 
s~sn-. to ~ of aervloe principals abould not obacure the 
~ .. of zregalatlon to ..,. aa a surrOCJate for ca.petition 
..._.. 110 OiiiN*tltion alata. -..,.alation provides protection to tbe 
...a.. 1IIID a sa~ pEOtectlon vben facecl vitb a natural aonopoly • 
., deflalt:iaa, a ~ vltb . a readily available alternate fuel 
daM DDt feoe a IICiftGPOlY vitb recJard to ·fuel choice. 

If Cllaa .. IUa abould bill an interruptible cuatoaer at a rate 
tbat ••cs1 .. ita altenaate fuel coat, Cbeaapeake's tariff peraita 
tile ...a.. to aoatnl ita vu coat by providing an affidavit to 
CliP a ..... ~ tbe delivered coat of oo.petitive fuels. After 

· ._.if~ of tM data, Cbeaapeake will reduce ita billed rate to 
tbat ~. tbua, at any tt.e, an interruptible custoaer can 
GODU'ol ita ... OD.t 80 it will be paying 1-• for gas than for the 
~ ••111ft altematlve. 

all pricing oonclitiona within the o. oo cents to 90 
t11i1 applicable fira rate, the cuato .. r benefits by 

tban tbe next loweat priced substitute. Fira 
tr baYiag tbelr rate reduced by the coapetitive 

Ia tile following period. Finally I the utility 
•U'IIIMtiC•~ .._fit by bavi.DrJ their -rnings increase. It is hard 
to ... Vbo 18 ~ by letting co.petitive pricing forces operate 
1D arbta wllere ouat011ara have r-dily available substitute fuels. 

llaaetba~, we retain control over the coapany • • earnings I 
~ tile atllity'a lnor- in ~inga is all treated above the 
line. It tbe inoreaM oauaea the utility to earn above ita 
a~laed rate of return, tbe ec-iaaion can order a refund of the 
..,... MZ'Illnga • 

.. -DO re.aon to r-trict Cb-peake'a application of ita 
flexible rate tariff to require the coapany and ita fira cuatoaera 
to experience a loaa in revenue froa ca.petition with alternate 
tuela befO&"e tbey are entitled to benefit froa an increase in 
rtrV'8IIUe Ira. tbat oe~~~~Petitlon. 11bile natural gaa is coapetitively 
p&"iaed at p&"lalllt, it -y not be 80 in the foreseeable future. The 
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apezatlaD of tM ..rat itulf theoretically will ensure that over 
tiae tM a~, ita firll cuat011•ra, and ita interruptible 
~ vill bear equally tbe coata and tbe benefits of 
a ..,..U.tiaD vi til alternate fuels. It ia therefore 

a.m.- t:llat for tbe reaaona diacuaaed above, Chesapeake 
ft111U. CDcpacatian baa applied ita Induatrial Interruptible 
S..ioe aate 8ab11!11le 1D a .anner conaiatent vitb the policy and 
iateiK ~ tM cc u t ulan. It ia further 

C. •• t:bat tllia docket abould be cloaect. 

-.r OlD .. of tbe Florida Public Service. ca.aission, this ~t 
day of OCTOIBil , 1991 • 

( 8 8 A L) .. 
linG ... 

IQU<;I Ql 'WJ'P PIICX!IIQXIQS OR JUQICIAL REVIEW 

tba Florida Public Service Ca.aiaaion is required by section 
120.51(4), PloL-ida statutes, to notify parties of any 
edptnt.tzatiw lleariDg or judicial review of CO..ission orders that 
1a awailabla adlel' a.ctiona 120.57 or 120.68, Florida Statutes, as 
well aa tbe pcooedur .. and ti .. liaits that apply. This notice 
aboulcl not be oanatruect to ... n all requests for an adainistrati ve 
beariDg or judiaial review will be granted or result in the relief 
aaugbt. 

Any party adver .. ly affected by tbe co.aission • s final action 
1D tbia -tter -y request: 1) reconsideration of the decision by 
filing a .otian for reconsideration with the Director, Division of 
.. ~ aad a-porting within fifteen (15) days of the issuance of 
tbia ~ 1D tbe fom prescribed by Rule 25-22.060, Florida 
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~u,. co.t.1 or 2) judicial review by the Florida supr-e 
~t lD tbe aa.a of an electric, gaa or telepbone utility or the 
Pint Diatrlct caart of Appaal in the ca- of a water or sewer 
utili- by tlll.Dt a notice of appeal vitb tbe Director, Division of 
.. a_.. aad ••IPDrtiD9 and filing a copy of tbe notice of appeal and 
tM filial ~- vltb tM appropriate court. Tbi• filincJ auat be 
OCIIIplM:ed vltbla t:blrty (30) day• after the i••uance of tbi• order, 

• IIIUe •• 110, Florida Rill- of Appellate Procedure. The 
...t be ln the fora •pacified in Rule 9.900 (a), 
.... llata Procedure. 



to I .... 
.. I 

october 11, 1991 

DIVI8IC. OP JmCOaD8 MD ltBPOM'DIG 

D~ OP r..aL 8BRVICBS (-) rrtB 
..... •• 910701-GO 

fte fttMIIIIId ...._ 1a ready to be laaued: ORDER APPROVING 
n.Da DIYUI- OF CIID'PDD UULITID COJtPODTION' S APPLICATION 
a. ~'a...,, ... llti~ ftOVI8IC. OP ITS IIIDUSTRIAL IM'l'DRUPTIBLE 
••nm ... ••• ... .. 
M*•P at 
aca Dlri81• ot lll.ecWia 1 au 
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