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Case Background

On February 3, 2012, Florida Public Utilities Company and the Florida Division of
Chesapeake Utilities Corporation (Companies) filed a petition for approval of new programs to
enable the recovery of costs associated with the replacement of cast iron and bare steel
distribution mains and services in a timely manner. The federal Department of Transportation
has been encouraging replacement of these facilities due to safety concerns. The Companies
request approval of a Gas Reliability Infrastructure Program (GRIP) surcharge which would
allow recovery of the revenue requirements associated with replacemr t of such facilities,
including a return on the investment in new facilities, depreciation expense, customer and
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general public notification expenses and ad valorem taxes. Costs to remove the existing eligible
distribution mains and services would not be recoverable under the GRIP program.

The Commission has jurisdiction over this matter pursuant to Sections 366.03, 366.04,
366.05 and 366.06, Florida Statutes (F.S.).
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Discussion of Issues

Issue 1: Should the proposed tariffs associate with the proposed GRIP program be suspended?

Recommendation: Yes. (Kummer, Brown)

Staff Analysis: Section 366.06(3), F.S., provides that the Commission may suspend operation of
a proposed tariff if it provides a reason or written statement of good cause to withhold its consent
within 60 days of the filing of the petition. While replacement of aging pipelines is sound
strategy, the concept of a cost recovery mechanism, outside of base rates, warrants careful
review and analysis to ensure that the mechanism is appropriate and necessary. Staff therefore
recommends that the proposed tariffs be suspended to allow further review.
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Issue 2: Should this docket be closed

Recommendation: No. The docket should remain open to allow further review and a
subsequent recommendation on final action by the Commission. (Brown)

Staff Analysis: The docket should remain open to allow further review and a subsequent
recommendation on final action by the Commission.




