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FINAL ORDER SUSPENQING PROPOSED PERMANENT BATE INCREASE 
AND AUTHORIZING INTERIM INCREASE 

CASE BACKGROUND 

Peoples Gas System (Peoples Gas or the Company) had its last 
rate case in Docket No . 891353-GU based on a projected test year 
ending September 30, 1991. By Order No. 23858, the Commission 
granted a permanent increase of $7, 49 ') , 000 based on a cost of 
equity of 13.00\ and on overall rate of return or 10. 2 1\ . 

Peoples Gas filed a Petition for Authority to Increase its 
Rates and Charges on January 31, 1992. Peoples Gas r quested a 
permanent increase of $15,410,924 which it dlleged would produce a 
10.38% overall return on its 13-month average adjusted rate base . 
This overall rate of return was calculated us ing a 13.25\ return on 
equity. The company also a separate petition for interim rate 
relief in accordance with Section 366.071, Florida Statutes. Th~ 
Commission must take action to suspend the requested permanent 
rates and act on the interim request in 60 days , or before March 
31, 1992 . The permanent rate~ will take effect September 30, 199 2 , 
abse nt Commission vote. 

We fi nd that rates and charges of $15,410, 92 4 requested as the 
pe r manent increase should be suspended pending the outcome or the 
Formal Hearing in this matter to be held on Augus t 12th and 13th , 
1992 . 

Peoples Gas requested interim roliof under the provisions of 
Section 366 .071 , F . S. The Company ' s filing demonstrates that the 
Company is earning outside its authorized range of return on 
equity , which meets the requirement to establish prima facie 
evidence of nee d for interim relief. We find that Peoples Gas 
should be granted a n interim increase subject to the modificatipns 
and adjustments as are detailed in this order. ! r 1 • • • ··- c: 
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Rate Base 

We find that the appropriate i nterim test year rate base is 
$195,194,057, after making the f ollowing adjustments : 

Ad jus tment 1: Plant-in-Service - Tho Company made a n adjustment 
allocating common plant to its LP operation . Since a similar 
adjustme nt was made in the Company ' s la~t r ate case, we accept the 
adjustment and fi nd that utility pla nt, a ccumulated depreciation 
and depreciation expense shall be reduced $3,589,000 ; $1 , 152,000; 
and $238,000 respectively. 

Adjustment 2: Acquisition Adjustment -During the test y ear , the 
Company made adjustments to remove items improperly charged t o the 
acquisition adjustment account. The Company filed with the 
commission a corrected schedule . Based on this information , we 
find that it is appropriate to reduce the 13-month average balance 
$43 ,026 and increase the accumulated amortization account $3,917 to 
correct errors . 

Adjustment 3 : Property He ld for Future Use -The Company made an 
adjustment r educing plant-in-service $229,000 to remove Property 
Held for Future use from rate base . This adjustment is consistent 
with a similar adjustment made in the Company ' s last rate case and 
we accept this adjustment . 

Adjustment 4: Working Capital - The Company made adjustments t o 
the following balance sheet accounts consistent with similar 
adjustments made i n the Company ' s last rate case . We accept these 
adjustments : 

1. Accounts Receivable - Other 
2 . Receivables - Associated Companies 
3 . Sinki ng Funds 
4. Unbi lled Compet i tive Rate Adjustment 
5 . Unamortized Debt Discount & Expense 
6 . 0 ther Work-In-Progress - Non-Utility 
? Unrecovered Gas Cos t s 
8 . Unrecovered Cons ervati on Cos t 
9 . Notes Payable 
10 . Accounts Payable - Associated companies 
11. customer De pos its 
12. Inactive Deposits 

$ < 286, 000> 
< 2,310 , 000> 

< 58 , 000> 
< 2, 524 , 000> 

< 271, 000> 
< 53 , 000> 

< 270,000> 
< 148, 000> 

23,000 
1,277, 000 

15,760,000 
43 , 000 

Adiustmcnt 5 : Unamortized Rate Case Expense -The Company included 
i n its working capital calculation $17 2 ,000 for Unamortized Rate 
Case Expense. Staff reviewed the Company ' s filing in its last rate 
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case whe re no allowance for unamortized rate caoe expense wa s 
included in working capital for the period used in setting rates . 

Therefore , we accept staff ' s recommendation and r emove this 
item from Working Capital, whic h reduces rate base $172,000. 

Ne t Operating Income 

We find that the appropriate i nterim test year ne t operating 
income is $17,258,708. Discussed below are the Company ' s 
adjustments and any additional staff adjustments used to determine 
t he appropriate interim test year net opera t ing income of 
$17, 258, 708 . (Attachment 2) 

Ad jus tme nt 6 : Remove Fuel Revenues, Cost of Gas and Related 
Taxes -The Company made an adjustment removing fuel revenues , cost 
of gas and related taxes since these items are r ecover ed in the 
Purchased Gas Ad j ustment (PGA) Clause. We accept the Company's 
adjustme nt reducing revenues $116 , 339 , 000 ; cost of gas 
$115 , 904,000; a nd related taxes $435 , 000 . 

Adjustment 7 : Remove Energy Conservation Revenues, Expenses and 
Related Taxes - The Company made an adjustment r emov i ng Energy 
Conservation revenues , expenses and related t axes since those items 
were recovered i n the Energy Conservation Cost Recovery ( ECCR) 
Clause . We accept the Company ' s adjus t ment r educing revenues 
$4,644 , 000 and expenses $4,644,000 (Operat i ng Expenses and Taxes 
Other) . 

Adjustment 8 : Annualized Payroll Increases -The company made an 
adjustment increasing O&M expense s $317 , 000 and r ela t ed payroll 
taxes $33 , 000 to annualize wage increases that occurred during the 
interim tes t year. 

A review the company ' s filings and our order in the company ' s 
last r a te case indicates ~pecific adjustments to a nnualize wages 
and other expenses were not made. Expenses including wages were 
projected forward to the projected test yea r based on tre nding the 
historic base year expenses. We find that the company ' ~ adjustment 
in the int erim fili ng is not consistent with the company ' s last 
case or the provisions of the interim statute. 

Therefore , we disallow Peoples Gas ' a nnualizing adjustments in 
this case . Abse nt such action, the Company would be able to "pick 
and choose" O&M expcnsoo that may increase while intPrim r a t es are 
in e ffect without attempting to determine if other expenses will 
decrease or revenues increase. 

Adiustment 9 : Annualized Pension Cos t Increases - The Company 
made an a d justment increasing O&M expe nses $46,000 to annualize 
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increases in Pension Expense during the test year . The increase in 
pension expense was effective October 1, 1991. 

·,-Je disallow the Company • s adjustment for the same reasons 
stated in Adjustment 8 , Annualized Payroll Increases . 

Adjustment 10; Annualized Health Care Costs - The Company made an 
adjustment increasing O&M expenses $345,000 to annualize increases 
in health care costs. 

Based on information r eceived from the Company, the monthly 
health care expense is based o n the claims experience for the 
previous month, since it is a self insurer. Since the expense is 
based on claims exper ience and not actual premiums from an outside 
insurance company, the annual expense may or may not increase as 
projected by the Company . For instance, if the annual expense were 
based on the last three months experience (October-December 1991) , 
the annual expense would be $356 ,000 jurisdictional less than 
projected . Therefore, we disallow the Company ' s adjustment . 

Adjustment 11 : Employee Activity Costs - The Company made a n 
adjustment to remove $121,000 in employee activity costs consistent 
with a similar adjustment made i n the Company's last case. The 
expense relates to appreciation dinners and picnics for all 
employees . We accept this adjustment. 

Adjustment 12: American Gas Association (AGA} Dues -Peoples Gas 
made an adjustment r educing expenses by $79 , 000 to remove a portion 
of AGA dues consistent with a similar adjustment made in the 
Company • s last rate case . This adjustment is based on a HARUC 
audit report on the expenditures of the AGA wherein 42 \ of the due s 
are for lobbying and advertising expenditures ; i . e., image 
building, promotion of consumption, conservation, and environmental 
related . Similar adjustments are made for Edison Electric 
Institute (EEI) dues in electric rate cases. h'e accept the 
Company ' s adjustment . 

Adjustment 13 : Sebring DisputE> Legal Expense - Peoples Gas has 
been i nvolved in a territorial d ispute with Coker Fuels/Sebring Gas 
System (Docket No. 910653 -GU) . Based o n i n formation received from 
Peoples Gas , $2 , 04 3 in legal fees were expensed during the interim 
t est year for this matter. We find that these expenses are non­
recurring and s hould not be borne by the ra epayer. We have, 
therefore, reduced expenses by $2,043. 

Adjustment 14: Maintenance of General Plant - In the Company • s 
last rate case , the Commission allocated a portion of this expense 
to non-utility operations . The Company did not make a similar 
adjustment i n this case . Based on information received from 
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Peoples Gas, we find that it would be appropriate to allocate 
$13,000 in expenses to the non-utility operations. 

Mj_y_stment 15 : Maintenance - Structu1.·es & Improvements - Non­
utility -In the Company ' s last case , a portion of this expense was 
allocated to non- utility operations . The Company did not make a 
similar adjustment in this case . Based on information received 
from Peoples Gas , we find that it would be appropriate to allocate 
$72,000 to the non- utility operations. 

Adjustment 16 : Employee Moving Expense - Non-utility - During the 
test year, the Company incurred $80,000 in employee moving expense 
and expensed lOOt to the regulated operations. Based o n 
information received from the Company, we find that $10,000 of the 
expense should be allocated to the non-utility operations. 

Adjustment 17: Regulatory Assessment Fee - The Regulatory 
Assessment Fee for gas companies increased from 1/8 of 1\ to 3/8 o~ 
H; . The order changing the rate was issued by the Commission 
effective April 25, 1990; however, the Commission Made the ratu 
change retroactive to January 1, 1990. Peoples Gas paid the 
increased rate for the period January 1 to April 2~ under protest 
since the retroactive application of the order denied the Company 
the opportunity to recover the amount through billings . The amounc 
in question ($188 ,189) was charged to A~count 186 pending a final 
determination by the Commission . 

During the Energy Cons~rvation h earings to establish the ECCR 
rate for t he April - September 1991 period, it was agreed that the 
unrecovered portion of the increased Regulatory Assessment Fee 
relating to Energy Conservation was recoverable through the ECCR 
mechanism . An adjustment was made in April 1991 to transfer the 
appropriate amount from Account 186 to the Energy Conservation 
True-Up account ($8,961). 

In June 1991, Order No . 24683 was issued by the Commission 
affirming a settlement that was r eached by the parties which stated 
that the unrecovered portion of the increased Regulatory Assessment 
Fee related to purchased gas costs would be recoverable through the 
PGA mechanism si~ilar to the manner used in Energy Conservation . 
An adjustment was made to transfer the appropriate amount to the 
PGA True- Up account ( $167 , 471) and the balance was charged to Taxes 
Other Than Income ($11, 757) during the in~erim test year. 

Since this represents an out of period expense, we find that 
it would be appropriate to reduce expenses $11,757. 

Adjustme nt 18: Gain on the Sale of Property - The Company 
recognized a gain on sale of property previously included in rate 
base . This ga i n was amortized over five years as ordered by the 
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Commiss ion. During the interim test year , the gain was fully 
amorti zed. Peoples made an adj u s tment to remove the gains of 
$23,000 since i t i s non-recurring in nature. \ole accept this 
adjustment. 

Adjustment 19; Annualizat ion of Ad Valorem Taxes - The Company 
made an adjus tment increasing ad valorem taxes $240,000 to 
" annua lize" increases in ad- valorem taxes. The adjustment wa s 
based on pr oi ect ed plant additions and retirements subsequent t o 
the t est year and estimated changes in the millage rates . 

We find that, this adjustment is not an adjustment annualizi,lg 
increases in expenses, but mer ely a projected increase . Tho changes 
in accrued valuations and millage r a t es wil l not be known until 
September or October 1992. Therefore, we disallow this adjustment 
and reduce test year expenses by $240,000. 

Adjustment 20 : Tux Effect of Uet Operating Income Adjustments -
The Company made adjustments to Federal and State income taxes in 
the amount of $181,000 and $31,000 to reflect the tax effect of t he 
above discussed Net Operating Income adjustments . Staff further 
made adjustments to Federal and State income taxes in the amounts 
of $350 ,153 and $59 , 939 , respectively to r eflect the tax effect of 
the staff ' s addit ional Net Operating Income adjustments discussed 
above . We accept these adjustments. 

Adjustment 21 : Interest Reconciliation - The utility made a n 
adjustment of $11,000 to Federal Income Taxes . This 1djustment 
reconciles the interest use d in the calculation of the income tax 
expense to that interest which is inherent in the reconciled 
capital structure . Based on staff's adjustments to r~te base , we 
find that a further adjustment reducing taxes in the amount of 
$9 , 000 is appropriate. 

Rate of Return 

We fi nd that the appropriate r eturn on equity and overall rate of 
return for purposes of determining the inter~m increase dre 12 . 00\ 
and 9 . 88% , respectively . 

The Company' s las t rate case (Docket No . 891353-GU) was i n 
1989 . staff made the same specific adjustments to the Common 
Equity, Long-term Debt, and Investment Tax Credit (ITC) balances as 
proposed by the Company. These adjustments are consist~nt with the 
action t aken in the last rate case (Orde r No. 23858 , Docket No . 
891353 -GU). We have approved additional adjustments to working 
capital tha t, although not included in the Company ' s filing, are 
also consis tent with adjustments made i n tho las t rate ce:'lse . 
Finally , Staff made a pro r a ta adjustment across all sources or 
capital to reconcile the capital structure with rate ba~e . 
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The return o n equity (ROE) approved in Order No. 23858 fell 

within the r ng of 12.00\ to 14 . 00\, with a midpoint of 13 . 00\ . 

The appropriat ROE to use in a proceeding for a n interim increase 

is the minimum ot the range of the last authorized return on equity 

established in h most recent rate case of the utility . We 

utilize a return on equity of 12 . 00\, along with the actual cost 

rates of the Comp ny •s other sources of capital, to the capital 

components to d t rmine the appropriate overall rate of return of 

9.88% . 

Therefore w 
overall rate ot r 
interim incrcas . 

ind that a return on equity of 12 . 00\ and an 

urn of 9.88\ !or purposes of determining the 
Attachment 3 details this position. 

Interim Relief 

After makin the above adjustments, we find that the 

appropriate in t•im i ncrease to Peoples Gas System should be 

$3 , 268,080 . Tho Comp ny requested $4 , 406,000 in interim relief fo~ 

the historic bas y r ended November 30 , 1991. This would have 

allowed the Comp ny to earn an overall rate of return of 9 . 88 \ . 

Based on the pr vioualy discussed adjustments , we have determined 

the interim rato b~a to be $195,194,057 (Attachment 1) , and the 

net operating incom o be $17,258,708 (Attachment 2) . Applying a 

9 . 88% overall ril o return (Attacnment 3) , the Company is 

entitled to $3,268,080 i n interim relief (Attachment 4). 

Allocation of Intc ~~ 

the 
the 
and 

In accordanc wi 
i nte rim incro a 
board to all r 
collected on a c 

h Rule 25-7 . 040, Flor1da Administrative Code, 
uthorized must be applied uniformly across 
classes • base rates exclusive of fuel costs 

nto-per-therm basis as shown on Attachment 5 . 

The interim r ohall be effective for all meter readings 

taken on or after thirty days from the date of our vote and 

decision i n this matt r. 

The Company io r quired to give appropriate notice to 

customers commencinq wi h the first bill for service which reflects 

the increase author1• ~ h rein, explaining the nature , purpose and 

effect of the i ncreos • A copy of the notice shall be submitted to 

the Bureau of Gas Rogul ion for approval prior to its use. 

I -nterim revenu collected pursuant to this order shall be 

subject to refund nd P oples Gas System, Inc . shall file an 

appropriate corporat und rtaking. 
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Based o n the foregoing, it is 

ORDERED by the Florida Public Service Commission t hat consent 
to the rate schedule file d by Peoples Gas System, Inc. o n January 
31, 1992 requesting a permanent rate increase of $15,410,924 is 
withheld, a nd the rate schedule is s u spended pending further order 
of this Commission . It is further 

ORDERED tha t the additional revenues in the amount of 
$3,268 , 080 approved in this Orde r shall be collected sub ject to 
refund , with interest , and the company shall file a corporat .w 
undertaking guaranteeing the r efund (including interest) . It is 
furthe r 

ORDERED that the i nterim rates approved by this Order shall be 
effective for meter readings tako n o n or after April 24, 1992. It 
is further 

ORDERED that Peoples Gas System, Inc. shall provide each 
customer with notice of the interim i ncrease a nd that s uc h not ice 
s hall first be approved by the Division of Electric a nd Gas 
Regulati o n of the Florida Public Service Commission. A copy of the 
notice s hall be f urnis hed to e very customer with the first bill 
which reflec ted the interim increase. 

By ORDER of the Florida Public Service Commission , Lhis ~ 
day of APril , ~-

Reporting 

(SEAL) 

RVE 
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NOTICE OF FQRTHER PROCEEDINGS OR JUDICIAL REVIDI 

The Florida Public Service Commission is required by Section 
120.59(4) , Florida Statutes, to notify parties of any 
adminis trative he aring or judicial review of Commission orders that 
is available under Sections 120 . 57 or 120 . 68, Florida Statutes , as 
well as the procedures and time limits that apply . This notice 
should no t be construed to mean all request s for an administrative 
hearing or judicial review will be granted or result in the relief 
sought . 

Any party adversely affected by the Commission ' s final action 
in this matter may request: 1) reconside r ation of the decision by 
fili ng a motion for reconsideration with the Director , Division of 
Records and Reporting within fifteen (15) days of the issuance of 
this order in the form prescr.i.bcd by Rule 25- 22 . 060 , Florida 
Administrative Code ; o r 2) j udicial review by the Florida Supreme 
Court in the case of an electric, gas or t elephone utility or the 
First District Court of Appeal i n the case of a water or sewer 
utility by filing a notice of appeal with the Director , Division of 
Records a nd Reporting and filing a copy of the notice of appeal and 
the fi ling fee wi th the appropriate court. This filing must be 
completed within thirty (30) d ays after the issuance of this order , 
pursuant to Rule 9.110, Florida Rules of Appellate Procedure . The 
notice of a ppeal must be in the form specified in Rule 9 . 900 (a) , 
Florida Rules of Appellate Procedure. 
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