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RE: Docket No. 160029-GU - Petition by Peoples Gas System for approval of special 

contract with United Parcel Service, Inc. 

AGENDA: 04/05/ 16 - Regular Agenda - Proposed Agency Action - Interested Persons May 

Participate 

COMMISSIONERS ASSIGNED: All Commissioners 

PREHEARING OFFICER: Graham 

CRITICAL DATES: None 

SPECIAL INSTRUCTIONS: None 

Case Background 

On February 4, 2016, Peoples Gas System (Peoples) filed a petition for approval of a special 

contract with United Parcel Service, Inc. (UPS). Peoples proposes to extend its distribution 

facilities to provide natural gas transportation service to a compressed natural gas (CNG) vehicle 

fueling station to be constructed by UPS to serve its fleet in the Orlando operating center. 

UPS currently has a 11eet of 5.400 vehicles which operate on alternative fuels and advanced 

technology. UP expanded its use of CNG in 2015 and continues to build CNG stations across 

the country to support its daily operations. The proposed Orlando facility will initially serve 30 

vehicles with opportunities for future expansion. The 30 CNG fueled vehicles will displace the 

usc of 700,000 gallons of traditional fuels annually. Section 334.044(33)(a)4., Florida Statutes, 

(F.S.), encourages the increased use of natural gas to reduce transportation costs for businesses 

and residents within the state. 
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During the evaluation of this petition, staff issued its first data request to Peoples for which 
responses were received on March 3, 2016. After reviewing the responses, staff issued a second 
data request on March 9, 2016, for which responses were received on March 11, 2016. The 
Office of the Public Counsel (OPC) filed a Notice of Intervention on February 17, 2016, which 
was granted by Order No. PSC-16-0097-PCO-GU, issued March 9, 2016. 

Rule 25-9.034(1), Florida Administrative Code, (F.A.C.), requires that whenever a special 
contract is entered into by a utility for the sale of its product or service in a manner not 
specifically covered by its filed regulations and standard approved rate schedules, such a contract 
must be approved by the Florida Public Service Commission (Commission) prior to its 
execution. The Commission has jurisdiction over this matter pursuant to Section 366.04, F.S. 
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Discussion of Issues 

Issue 1 

Issue 1: Should the Commission approve the special contract between Peoples and UPS? 

Recommendation: Yes. The Commission should approve the special contract between 
Peoples and UPS. (Guffey) 

Staff Analysis: As required by Rule 25-9.034(1), F.A.C., Peoples filed for Commission 
approval of its proposed special contract with UPS. In order to provide natural gas to UPS's 
proposed CNG filling station, Peoples will extend its distribution facilities by 3.8 miles of 6-inch 
coated steel pipes. The confidential dollar per therm distribution charge contained in the contract 
is higher than the otherwise applicable tariff rate to allow Peoples to recover the cost of the 
pipeline extension made to UPS' planned fueling station. In addition to the distribution charge 
contained in the contract, UPS will be responsible for all other applicable charges and clauses of 
Rate Schedule GS-5, such as the customer charge, swing service charge, energy conservation 
cost recovery clause, and cast iron bare steel replacement surcharge. 

Peoples will provide natural gas transportation service only to UPS; the natural gas UPS will 
compress and sell as CNG will be provided by a gas marketer. Specifically, UPS will receive 
transportation service under Peoples Natural Choice Transportation Service Rider (Rider NCTS). 
Rider NCTS customers acquire gas from a gas marketer as a part of a customer pool. The gas 
marketer delivers gas to Peoples' distribution system for all Rider NCTS customers, and Peoples 
subsequently transports the gas to the customers. All Rider NCTS customers are required to 
execute a Letter of Authorization, which is a contract setting forth the terms and conditions under 
which Peoples will provide transportation service to the customer. 1 UPS has executed the Letter 
of Authorization. The proposed special contract, for which Peoples seeks Commission approval 
because it contains a charge that is higher than standard tariff rates, is an addendum to the Letter 
of Authorization. The redacted special contract is shown as Attachment A to the 
recommendation. 

The term of the contract is 10 years and can be extended for an additional five years upon mutual 
agreement by Peoples and UPS under the otherwise applicable rate schedule and tariff rate as 
approved by the Commission and in effect at the time of the extension of the term. 

Peoples provided a confidential cost of service study to show that the revenues generated by 
charges contained in the contract will cover the annual operating cost of providing natural gas to 
UPS. The estimated annual costs associated with the facility extension include operation and 
maintenance, depreciation, taxes, and return on investment. 

Peoples stated that only a certain portion of the extension costs (according to the amount of gas 
usage) are allocated to UPS who will be the first customer on the new distribution line. Peoples 
explained that it anticipates other gas customers, including a large industrial customer, to come 
on line later in 2016 who would then be allocated most of the remaining pipeline extension cost. 
The remaining capacity of the gas line will be used for system reinforcement and peaking 

1 The Letter of Authorization is a standard form and does not require Commission approval. 
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Issue 1 

requirements. The contract also provides for annual minimum volumes to be taken or paid for 
during the term of the contract. 

Staff recommends that the Commission approve the proposed special contract between Peoples 
and UPS as it will generate revenues in excess of the cost of service, and thereby provide 
benefits to Peoples' general body of ratepayers. 
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Issue 2: Should this docket be closed? 

Issue 2 

Recommendation: If no protest is filed by a person whose substantial interests are affected 
within 21 days of the issuance of the Order, this docket should be closed upon the issuance of a 
Consummating Order. (Mapp) 

Staff Analysis: If no protest is filed by a person whose substantial interests are affected within 
21 days of the issuance of the Order, this docket should be closed upon the issuance of a 
Consummating Order. 
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Date; Jin!.ll!l28. 2016 

ADDENDUM A 
to 

LETTER Of AUTHORIZATION 
OF UPS FUEL SERVICES, INC. 

Custome: hereby agrees that the follewing ~ 111'11 an inlegral part of the Letter of~ to 
Which INs Adck!:lldum A 11 attad\ed, and lncoi'J)OI'Itl8d by 111ten!nce In aald latter of Auttlorlz.ation. 
Cltpltallzed 1am1t und !'ltlrein, but not defined belr.~W, lla\le the l'lle8llings given Jot iUCh tvrms il'l PGS'a 
tariff on lh with t11e FPSC ("PGS's FPSC tartll"). 

D!fii'!IJC!J!I. The following term& INID t1ave the following meal'llnga: 

~ Dl!t"- IIIII lila! o.y of the 1151 t.IDn!h lofliMilltl ,_. iy CwiDmer of nab fnJm PG$ 
hi Ule flldlliiiell raqiH'ecl lor the IJ'D'Iblon of lliiMce by POS ID Cualolnel n... lleell Cilll'llpllllad and IB8Iell. ud,.. 
8Y~ ID pnwfcj8 18rWce 10 CV.omer (IPPfDid!nl~ 12 ~ folk7M"'J the dill of IIIII Lltlw of Alllborlizdoft). 

'Co!!ltl!:l Yu;!' nw- IIIII period of twa,. (UJ c:OIIIIICIIIM mol'iltu -clmg on the ~ on. 
a~d cocfl ~-Ito --wve 12..-!ll period~ • ..et1 ~-ci"'l on 11ft~ ollhll 
C<lmmO,_IIJat<t. 

l!!m· Customer &9fen to 1'11C1Jiw service from PGS p0t5uant to this lwr of Aothorllallon for a 
term commencing at !he beQinnlrtQ at the Day comrnencll'lg Ol'l the Commancement Oa!e and 
c:onllnuing until 11» eFid of the last Day of the t8Jllh (10th) Comract Year (the "Termination Dale/ 
(the "Term•). The Term of Customer's recelpt of &eMce from PGS may be extended lor an 
additional period of tlv& (5) ymn upon mutual agreamant of CU81Dmat and PGS Under !he 
oU1erwise applicable rate &C!laclule and latl1f rate as approved by the FPSC l!tlld In effect at and 
alter the time of such extension of 1he Term. 

full R!!qub!!'l!lfll!s. During the Term sp!IICified and any BXtensfon tllereof, Customer EIQntes blat 
aU Gall used by CUstomer Wl'!i be daiMtred t)y POO thrqh f>GS•s. distribution system, el!cepl to 
the extent Customett requlremenll for Gu are not daMred by PGS purnant 1o t11e PfO\'Is!onrl 
of tile Letter of AIJthor!z:ation and thls AddeFidum /4.. 

ApeJ!gb!t DIW!bution Charge: Volume Commlm!nt. The Distribution Charge, Customer 
Charge, and conditions of service &hal be govemad l:ly Ride!' NCTS and Rate Schedule GS-5; 
provided, hOW&Ver, ttlet because F'GS wiP be required l!D fOOimd Its facilitlas ln order to provide 
the service to CU8tomer contemplated by this l.ettar of A.Lrthorizlit!on; 
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(c) During the Term and any extension ltleraot, customer w~ pay m PGS, In addition to the 
applicablo Oistrlbl.ltloo Charge provided ll:lo>le, Ill olher charges, sun:hatges and adjuslmentl 
otherwiSe appl!caN!I under Rats Schedule GS-5. 

EPIC Aoproval. N~g any othBf p~ of 111111 Letter of ~on, the same 
shaH be of no force or effect until approved by a flnal non-11ppealable order of the FPSC. In the 
event the FPSC der~ies approval of tnls latter of Authoriution, the same shall be of no bee or 
effect Customer sl'laill, if requeatad bY PGS. ~ any petition to tile Ff>SC for approval of lhla 
Letter of ~on as a special contract 

Conftd!!ll•lk· Nellher PGS nor Customer, nor their respeo~~Y~t Bll'iliatu, rwr lhe clil"eotoo$, 
officerS, employees, advisors ami repn~San181lves of any of them, ehal d~ to any other 
person the tem~s and conditions of this Leiter of~ without the pr1or wrltlen ODM8I1t of 
the oU1er pattY hereto to siJC.tt dlsdosn (whldl CIOI\S8nt ahal net be unreaaonably Wilt!held ar 
delayed). This proviSion shall net apply to (l) dl&closuru tll&t in the opinion of PGS's ar 
Custorrter's legal oounael, are teq\llred by tl'te FPSC ar another goverTI1'I'IIllntal aultlorll)' (ln which 
case. the party from wnith dlsclo$ura ill soL9t sl'lall advise the other party prior to such 
disdoaure and, lf l'tlq\l8ltBd by such olhar party, al'lall UH ~a affol1a to malnlaln the 
collfldentlality of this Letter of Aulhorlzdan, lnc:ludln;, Ylitbout Umlla6on. SfHIIclng a protective 
order). 

ConQjct of ProyistQf!!!. In the event of any oonfllct between ltla provis.lona of PGS'a FPSC Tariff 
and tne provls!OM of this Addendum A. the provisloos of this Addendum A shall be controlling to 
rasolve li®h eonlllct, 
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Attachment A 

IN WITNESS YJHEREOF, the parties hereto have eau!MICI 111111 ADdendum A to the Leiter of 
Authotiz.al)on ro be lmCill'8d by lhelr ra~ duly authorQed olficers aa of the clete flrst above wrillen. 

PEOPlES GAS SYSTEM, A DMStON 
OF TAMPA ELeCTRIC COMPANY 

By: /hal~, 
Gordon L Gilette 
President 
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UPS FUELSERYlCES, INC. 

By)>~ 
NameMicbael J.Wh!lriah 

Trtle: 
~~~~~~~~ii~--------




