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BEFORF. TilE FtOIUI)A PllOUC SF.ItVICio: C'Ol\11\I JSSION 

In Rc: Petition for approval of 11 ) 

methodology for expensing environrncntnl ) 
co~ts thnt hove been nccrul'd to n reserve. ) 
etc .. hy l'eoplcs Uus Systcm ) 

Duel..et Nu 

Suhmittc•l 1111 lilml( 
3-25-1JK 

PETITION Of PEOPLES GAS SYSTEM 

. ~·: 

Peoples Gas System ("J'c:oplcs" or the "Company"). by its undcr<iil(ncd attorne~ ~. tiles i1s 

petition for nn order approving (I\) a methodology for expensing en' 1rnnmentul .:o~t~ that h;l\ e 

been accrued to a reserve: by the Company during 1998 nnd lhcrc:ultcr. (U) sw.pcnsiun of the 

environmcntol cost accrual oppl1coble to the Company's Wc.>t Florida dl\'l ~iun~. nnd !C'I \\Tile l•l f 

of the Company's liability in the West Florida environmental reserve uccount against the currc111t 

hnlancc of unamor1izcd debt costs related to the Company's West Flumln divi,iun' In suppo rt 

of its petition. Peoples Sllys: 

I . The name of the petitioner nnd the mailing addre" nl 11\ rmnc1 p;1l unin· 1:.: 

Peoples Gas System 
P. 0 . Box 2562 
Tampa. FloritUI 33601-2562 

2. The name and moiling address of the pcrSt.lll authori1.cd to receive notices ;md 

communications with resp<.'Ct 10 this petition nrc: 

Ansley Wat.~n. Jr .. ES<J. 
Macfnrlnnc Ferguson & McMullen 
P. 0. Box 1531 
Tornpn. Florida 33601-153 1 
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!JACKGROUND 

Environmental Co!!! - Peonies' J) ivb jons Othr r Than Wr't f'lq rid• 

3. Peoples currently hns nine manufactured gns plant sites in the nrcns former!~· sc:rvcd 

by Peoples Ga.~ System, Inc. TI1c Company incurs expenses for tlu.: tcstinl(. ns~l·s~mcnt and 

cleanup of contmnination at these si tes rcsulttnt; from the pmces.s ot nmrluluctunlllll!l" lru111 coal. 

which was discontinued afler natural 11ns lirSl lx.-carnc nvailnblc 1n Fh1ridu. By ib Order Nu 

PSC-92-0924-FOF-GU. issued on September 3. 1992 in People!.' last rate pron-cding. the 

Commission authorized Peoples to establish a rcscn·e for. and to runorti7-t: annually. the 

environmental expenses associated with these manufactured ~;as plnnt ~ite~ (o~ hmJ previous!~ 

been t~pproved by the Commission in Order No. 23858. Docket No. 1!9 1353-tiU). 

4. Peoples continued the nccrunl und amortization of cnvinurmcntnl costs unti l it wos 

ordered by the Commission (Order No. PSC-93- 1773-FOF-GU. Docket No. 931101-Cill) In 

complete: the runonizntion of its current balnnce by accclcratint,t the nmnrt11ntiun 111 $::!.4'16.000 

in crwironmcntol cosb (/ ••. t\\ice the nnnunl authori1_ed nccruaJ). I hcrc.11tcr. l'cuplcl> continued 

to accrue environmental expenses to the resen•c account as nuthori1-t:d in its h~t r;lle case. 

5. As required by the Commission's Order No. I'SC-1111·0329-FOI··fil J. issued 

February 24, I 998, the deferred environmcntnl costs on l'cOJJics' hnloncc sheet us nf Dcccmbcr 

3 I. 1996 were wrinen ofT against the ovcrenmings calc alated by the l'onuni~~iun StnfT in Docket 

No 9713 10-GU. Thllt order also stated that in the future. nil cnvrronmcntal emt~ !>hould lx.

expcnsed ns incurred until the Company formally n.-qucsteJ and r~ciH'<Il'lllllllll"'"n .luth••nl) 

tu m:counl lor these costs using reserve or o ther uccounting treatment. 
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Envi ronmental Cos!!- Pronlta' Wr,l Florida ll h'l~io n ' 

6. Peoples nlso has old manufactured gas plant si tes in it~ Ocala Divi ~tun. \\hich \\ :I-'> 

acquired by the merger into Peoples of West Floridn Natural Gas Company. The Commission. 

prior to that merger. had authori7.cd an uccruul of $198.589 annually for etwironmcntnl expenses. 

In its Order No. PSC-94-0452-FOF-GU. the Commission ordered thnt. ut June JO. 1')1)7. during 

West Florida's nex t rote case. ur ot the cli:.cretiun uf the l'ummi:.sion. Ull) ao.:erunls 111 excess of 

actual expenses would be reviewed and subject to refund with inter~st. or other disposition. 

independent of West Florida's earnings. As nf Jum: 30. 1997. We~• Fluru.la· ~ environment:JI 

re~rve balance was a liabili ty o f $475.306. 

Peoples' Dt bt-Related Com A~~oc!atcd Wjth Wc•t Fiorillo 

7. At year end 1997. Peoples had $745.850 of debt-related cos1s associated with We~t 

Florida. Of this amount. $ 340,782 is related to unamonizcd issuance CCI\IS. and lhe n:nmindcr 

is lL,socinted with prepayment premiums incurred when the debt was retired in June I C)97. The 

dcl>t was retired because net present vnluc savings could be oblatned nutwithstanding the 

prcp:~yment premiums. 

8. APB-26 of GA/\J> specifics that when an unrc•~:rllutc•cl eompanr extinguishes its 

debt. the gain or loss is required to 0..: adjusted for issuance custs unJ li1r unurnurti1cd pn:mium~ 

or discounts. Peoples has been 1\mortizing the West Florida dcht cnsls in conformity with the 

FERC Uniform System of Accounts (Ill CFI{ Pa.n 201). Gcncrul lnscructium 17((')(2). "hich 

allows amortization of related debt expenses over the remainder of the onj;inal hfc 1f the long 

term obligation is financed by anothct issue before the maturiay dnte ul thc lir~t 1"uc. lienee. 

l'cuplcs' accounting Lrl!lltrr.ent for unamortized debt costs has dilfcred from GAi\P. Rej;ulatory 
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assets ore generally defined os amounts thnt have been !liven rcgulutury treatment thnt differ~ 

from the generally accepted accounting procedures tha t an unregulated cornpnn)' mus t follow. 

Therefore, the $745.850 balance of debt-related costs exists on Peoples· surveillance repc>rt as a 

regulatory asset. 

AUTHORITY RF,QUF:STf:D 

9. Tite authority which Peoplc:s seeks of the Commission by this petition is threefold : 

A . Peoples requests that the Commission approve an annual amount for the 

Company to expense for environmc:nlal costs incurred in I !J<JR and thereufter ·n ,e 

methodology for which Peoples seeks approval inc ludes an adjustment mechanism which 

will increase or decrease the expense depending '>ri the level o f the uccumulatt.:d r.:scrw 

over time. Titis will mitigate the eomini!S impact fro'll fluc:tuutiun .. which uc:c:ur 111 

environmental costs while ensuring that large deferred asset o r liability balunces an: no t 

accrued over time. Therefore. Peoples requests authority to establish 1111 expensing 

mechanism which will apply to prospective environmcnllll costs. 

( I) The requested expense is $6¢0.000 annually, based on combined lu stnric:~l 
I 

I 
annual environmental cost$ at l'coplcs ( ias System (includin~ its Wc:,t 

Florida Divisions). Peoples also requests authori ty tl1 adjust the expense 

based on the Company's budgeted survei llance r<·ptlrt if the expected 

reserve balance reaches certain levels uflcr applying the n~•m1nl $640.000 

expense WllOunt in u ~iven year . The fullnwing adju.-.tcd annuul cxpcn .. ~ 

amounts would upply under the ci rcumstances listed below: 
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FO!SQ!itd Rmrn Oo,!,mtt c\dou!l<d Annual F•ru•t 

AUC1 motr lhan SZ molhon S 1.180.000 

Auet mOte than S I molhon (bullcu than S2 molllon l S •100.000 

Auet leu !.han S I million S MO,!M)() 

Li•bilny less than S I null ion 

Liability mort than $1 mllhun (bullru !han S2 mllhon) 

Ltlblhl)' mote than S2 million 

!AII,(XJ() 

s 120,000 

S II 

(2) Peoples submits tlwt the S640.000 annual cxrcn-.c urnnunt. ;u.lju:.~eJ a.' -.cl 

forth abO\e, ''ould avoid rcpc:ucd pctillu"' 111 1hc ('mnmissior. for 

adjustment of the: annual expense nn1ount. while ensurmg thut the balance 

in the: reserve is limited over lime. The umount ul 1he e~<pcn:.c \\uuld he 

established nt the hq;mning of cnch ycm and the Clll llp!llntiun !hereof 

would be included in the Company's fon:m,ln l l'nrnmg' 'uneillan..:,· 

report fit ing with I he Commission. 

(3) In Docket No. 911150-GU. Peoples' ratc:lt ''ere C>IJhll\hcd UMng an annual 

c:nvironmc:nllll cxpcruc accrual or S 1.2·HUJIIIJ II II\ 111111111111 \\ ·'' 

eslnblishcd in order to umorti7~ a si1.cahlc cxbung nnJ expected ll:olanc:c 

The: Company is now rcquc:sling approval uf an annual cxpcn:.c of 

$640,000 (which. 11.'1 adjUS1cd. could runge fromtcro In S 1.2HO.Cl00) gin:n 

that there is nei ther a current halnnc•· nnr 1111\ '"e.ohlc e\pc<:lcd 

expendi tures. 

II shouiJ nlsc• he cnn,idercd tluu. nlthnugh I he C'umpan) ·' current 

rates ref! eel the S 1.2411.000 ucc:rual cstnblishcJ m "' lu~t rule ca....:, 1h.:rc 
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have been chang,.s .n other e xpenses M d revenue~ ~~~~~e the 1 • ._,, r;ttc ea!>C 

For example. the Company now pays a higher li:Jer.tl income 13.'( rate 

($220,000 o f additional expense in 1997 ). and new hn.mctal Account in!! 

Standards Donrd rules have been c~1nblishcd I S.l6U.UOU avcrugc nnnuul 

increase in expense uttrihu tablc tu FAS I 01> ulunc) 

FiMIIy, the estnbltshmcnt of the new annual e\Jll.'ll!><: metluxlohJ~) 

proposed herein \\ill he tempered by thl' l'omnu"t<"''' uuontturtn!! ·· \l.t 

survcilla.ncc reports ~ubmittc.-d b) the Compan) -the (.'umpan~ ·!> c:arning' 

for each year. 

0. Peoples requests that the S 198.589 nnnunl cnvnnnmcntrtl cnst uccruul lo r 

West Florida (sec Pnra~:~.rnph 6 above) be ~uspcndcd. and tlmt pr<>~pcc t ivc c nvirnnmcnwl 

costs associated wi th the: Company's Pnnnrn:s City and Oc:sla dtvbtnns he applied ngain:st 

the new environmental reserve nccrunl for \\ hich authori ty " \(lUg Ill ui)(J\'e 

C. Peoples requests that the Commission dispose of the June JU. I 997 liabilit} 

related to the West Florida reserve nccount for envtronmcntnl CCJ~t~ (w<' Paragraph 6 

ahove) by \\Titing it against n portion of the current bulnncc u l unamurtttcd deht cos ts 

related to West Floridm (.vt•t• l'orngrophs 7 and 8 ub()vc) l'cuplcs ~uhmi ts thut th ts 

d isposition o f the unamort iL.Cd debt costs will benefit i)(,th the ra tepayer~ nnd the 

Company. The rntepnyc:rs will benefit by the rt.-doction in the amount of thi ~ rq;ulatllr} 

ussc t bcc:suse they \\ill not be rc:quir~-d to :iupport o return un 11 n' n part ol th..

Company's rotc: base The Company will hcnefit from hn\ ing n rnurc compclillvc balance 

~heel . Finally. such llt l ion wuuld dispose of the Wc~t l·lttrtdu lmh1ht) rclntet.l lu 
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