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NOTICE OF PROPOSED AGENCY ACTION 

ORDER APPROVING BATE SCHEDULE CG . CITY GATE GAS SALES 
AGREEMENT AND MODIFICATIONS TO PURCHASED GAS ADJUSTMENT CL~ 

BY THE COMMISSION : 

NOTICE is hereby given by the Florida Public Service 
Commission that the action discussed herein is prcl iminary in 
nature ana will become final unless a person whose interests are 
adversely affected files a petition for a formal procee ing , 
pursuant to Rule 25-22 . 029 , Florida Administrat i ve Code . 

Prior to Florida Gas Transmission Comp~ny (FGT) becoming un 
open access transporter , Peoples Gas System , I nc . ( PCS) entercl..l 
into Capacity Agreements with several of its largc- volunc 
interruptible customer s for firm transportation capacity o n FCT ' s 
system . The agreemen t s provided several of PGS ' large volune 
interruptible c u stomers with a means of obtaining competitively 
priced gas by transporting customer owned gas over the FGT system . 

FGT became an open- access p ipel~ne on August 1, 1990 . Serv~ce 

agreements made at t hat time required conversions rom sales 
service to tra nsportation service to be "phased in" over a five ­
year period . Because phase-in requirements restricted PGS ' s 
customers ' access to tra nsportation, the capaci ty agreement s 
permitted PGS to use its firm sales capacity entitlement on FGT on­
behalf-of the customer s in a n amount generally equnl to the 
difference between the transportation capacity committed to the 
customer and the customer' s full gas requirements . They let the 
customer get all the gas it needed during the transition, or phase 
in period . 
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Under the e xisting Capacity Agreements, PGS ' contract demand 
customers buy gas directly from third parties and PGS tnkes title 
as agent to the gas for purposes of transport a t ion only . This 
meets a provision in FGT ' s FERC tariff r equiring that the "sh~pper" 

(PGS) have title to gas tra ns ported by FGT . The agreements are 
t ypica l ly for terms of three to five years . They r equire each 
customer to reimburs e PGS for all charges associated wi th both firm 
transportation (FTS- 1) a nd firm sales service (G) which PGS commi t s 
to use on- be half - of the customer. The r eimbursements are r equired 
whether or not t he full amount of suc h capacity is actua lly used . 

Ongoing proceedings before the FERC may limit the ability of 
PGS and other local dis tribut ion companies (LDCs) to make their 
contract ed-for capacity on inters t ate p ipelines nvailable to 
c ustomers behind the LDCs ' city gates (such as PGS contract demnnd 
customers) . \-lha t this mea ns is that PGS would no longer be 
permitted to tra nsport customer owned gas over the FGT pipeline 
syst em on- behalf-of its large- volume interruptlble customers or any 
cust omer . 

PGS ' pe titio n in this docket proposes an arrangemen t whereby 
certain of its largest customer~ would arrange for PGS to buy gas 
from certain producers at a price agreed to between the customer 
and the s eller . PGS would then hold t itle t o the gas and would 
have the gas transported to its city g a t e . At the city gate , PGS 
would resell the gas to the customer at the s~me price paid o the 
seller, plus costs associa t e d with tra ns portat ion. The customer 
would then pay PGS for transporta tion o n the PGS system for final 
delivery . In essence , it i s the same transac t ion which takes place 
toda y, except PGS holds full title to the gas while it is on the 
FGT system . FERC calls this type of transaction a buy;sell 
agreement a nd consider s them a type of capacity brokering . In he 
r-tega-NOPR docket, which has resulted in Order !lo . 636, he FERC is 
doing a way with most capacity brokering . 

In a n attempt to maintain flex ibility for its large- volume 
i nterruptible customers, PGS filed a petitio n requesting tha~ we 
a pprove a new tariff for PGS ' s large -volume interruptible 
c ustomers . PGS's fi ve largest cus tomers would currently be 
a ffected by this proposed t ariff . Specifica lly, PGS has asked us 
to approve PGS ' s new Rate Sche dule, t o a pprove the form of its new 
City Ga te Agreement, and t o approve modific~tions t o its purchd~cd 
gas adj us tment (PGA) clause. 

The company ' s proposed City Gate Service Rate Schedule CG nnd 
City Gate Sales Agreement is best viewe d as a bridg i ng measure . 
\</hen the r estructuring of the int~rstate p ipeline industry is 
compl ete , there may be other, bette r mecha n isms t o assure the 



ORDER NO . PSC-9 2-0474-FOF-GU 
DOCKET NO. 920295-GU 
PAGE 3 

continuation of large gas transportat ion c ontracts . Th is ma tte r 
will be revisite d then . We believe that approval of PGS ' petit i on 
will result in very little change. Disa ppro va l , o n the o ther ha nd, 
could result in great harm. 

Approval will permi t PGS ' larges t c us t omers t o con t i nue t o 
transport gas during the restructuring of the natura l gas i ndu s try 
by the FERC . They and all of PGS ' customers will be ne fit by the 
continuation of revenues for gas transported. No c ust omers wil l be 
ha rmed . Transactions being made since Augus t 1990 will cont inue 
with minor revisions . 

Disapproval , on the other hand, cou ld causL: t he direc t l y 
affected customers to be una ble to get tra ns porta tio n capacity o n 
FGT . They stand to lose major inves t e d c api t a l t ha t was , i n some 
cases, invested on the basis of long -te r m d i r ect-p urchase gas 
contracts and pricing ass ociated with those contract s . PGS ' o ther 
customers could be faced with highe r rates t o make up for t he los t 
r e venues, after reducti ons f o r adjus t men ts for pldnt no longer used 
and useful. 

The FERC, in Docket Ho . RM91-1 1- 000 , the so- called " l·lega ­
NOP"q" , may limit or eliminate the u sc by LDC ' s o f thc1 r contr acted­
for capacity on interstate pipelines tor t ra nsport i ng gas on­
be half- of customer s . Becaus e of that possibility, PGS proposes to 
enter into a City Gate Gas Sa l e s Agreement (At tachment 1) pursuant 
to the proposed Rate Schedule CG (Attac h ment 2 ) wi th five of its 
cus tomers that eac h use over 50 millio n thcr ms of gas per year . 
The agreements provide f or purchase , tra nspor ta t ion and resale of 
gas by PGS . The proposed CG r a t e schedule and sales agreerent 
s hould elimina te any ques tio ns tha t may a r 1se \.,tith respect to 
whethe r PGS ' s u s e of its firm tra ns porta t ion capacity on FGT in the 
manner c ontemplated by the Capac ity Ag r e e ments will be pe r mitted in 
the future , or at least, during the tra nsition period o f pipeline 
industry restructuring. 

PGS ' petition was filed Apr il 1, 1992 . On Apr il 8 , the FERC 
iss ued Order No. 636 , its final order in the Ncga-r:orR dock e t. The 
order remains subject to requests for r e hearing a nd t o cour t 
review. As of the date of this Order , howe ve r , the Apri l 8 o r der 
embodies the FERC ' s pos ition on future r egula t ion of the i nterstate 
natural gas industry . The FERC issued two companion order s with 
Or d e r 636 , i n Algonquin Gas Transmis sion Company, Docke t CP90 -
134 . 002, et al (59 FERC 61,032) and in El Pas o Natu r a l Gas Camp ny , 
Docket Nos CPSB-433.001, et al (59 FERC 61, 031) . The Algonqu in 
order deals with capacity brokering; the El Pas o o rde r deals wi t h 
what the FERC calls buyjsell agreements . 



ORDER NO. PSC-92-0474-FOF-GU 
DOCKET NO. 920295- GU 
PAGE 4 

The nature of the transaction proposed here by PGS fi s FERC ' s 
description of a buy/sell agr eement . Order 636 describes a 
buy/sel l agreement : " Unde r those arrangements an LDC will purchase 
gas in the production area from an end user or a mercha nt 
designated by a n end user. The LDC will ship the gas on its own 
firm capacity and sell the gas to the end user at the r e tail 
delivery point. " {Order 636, p 71) 

After defining buyfsell a rrangements , Order 636 states , "· .. 
such agreements should not be necessary because, under the capacity 
releasing requirement , firm capacity holders will be able to 
release unwanted firm capacity to persons seeking firn capacity ." 
{Order 636 , p . 7 1) Hot.,rever, the FERC will grandfather buy/sell 
deals existing today or in existence prior to co~ple tion of the 
pipeline restructuring process . They can continue if the f irn 
capacity holder does not give up its capacity in the res tructuring 
proceeding. Our approval of this rate schedule and ci t y ga e G~les 
agreement will allow PGS and its largest customers to hove buyjsell 
agreements in place before the restructur ing of FGr is corple e . 
The schedule for FGT ' s complianc~- filing w.tth the FERC is l!ovenbe r 
1992. I f no such agreements are in place, the large tran~porters 
could end up losing all capacity rights during the restructurln~ 

process . 

Four separate provisions of Order 636 discuss \lays t or dn LDC 
to transport gas for a customer o r to transfer its capac1Ly to a 
customer so the customer can continue to transport . The f. our 
provisions deal with agency arrangements {p . 5~ ) , buyjzcll 
agreements {p. 72) , capacity release mechanisms (p . 77) and t he 
right of fi r m shippers {p. 107) . They are internally incons1stent . 
The discussion of agency arrangements and the rights of f i r:1 
shippers appear to permit PGS to transport gas o n FGT for 
cust omers , using PGS capacity . The discussion of buyjscll 
arrangements and capacity release appear to r equire PGS to r~leasa 
its capacity to its affected customers . However , the order is 
clear that existing buyfsell agreements will be per~it ed to 
continue . 

When the dust has settled after the industry restructuring, we 
will review this matter to determine whether t here is a better way 
to ensure continuing transportation to all c ustomers behind an 
LDC ' s city gate . In the meantime we approve the proposed Ci y Gate 
Service Rate Schedule CG and City Gate Sales Agreement as filed by 
the company . 

The company has also proposed a modification to its purchased 
gas adjustment {PGA) clause. The purchased gas adjustme nt c l ause 
acts as a pass-through mechanism for costs associated with the 
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purchase of gas . PGS has proposed a modificatio n t o its PGA clause 
(Attachment 4) which would e nable the Utility t o r ecover its cost 
for the gas purchased from the customers • suppliers directly fr om 
the customers , rather than under the current PGA c lause . Thus, the 
PGA clause would not apply to gas purchased from the Utility 
pursuant to the City Gate Sales Agreement . Likewise , the cos t of 
g a s purchased by PGS for resale under the City Gate Sales Agreement 
would be excluded in calculating PGS ' s weighte d average cos t o f gas 
(HACOG). t-Ie believe that this proposed modification to the 
existing PGA clause would ensure tha t the una ffected customers 
would not be obligated f o r any costs associated with city gate 
sales transactions . 

It is the refore 

ORDERED by the Florida Public Service Commission that the City 
Gate Service Rate Schedule CG a nd the City Gate Sales Agree~ent 
filed April 1 , 1992, by Peoples Gas System , Inc . arc hereby 
approved . It is further 

ORDERED tha t the modifications to the purchased gas adjustnent 
clause of Pevples Gas Systems , Inc. , as set f orth i n the petit ion 
filed April 1 , 1992 , by Peoples Gas System , Inc . , .1re hereby 
approved . It is further 

ORDERED that this Order s hall become final a nd this docket 
s hal l be closed unless a n a ppropriate petition for formal 
proceeding is r eceived by the Division of Records and Reporti ng , 
101 East Gaines Street , Tallahassee, Florida 32399- 0870, by the 
close of business on the date indicated in the Notice of Further 
Pr oceedings or Judicial Review . It i s further 

ORDERED tha t s hould this Order become final as described 
above , Peoples Gas System , Inc. , shall file its Rate Schedu l e CG 
within thirty days of the expiration of the protest period . The 
Rate Sche dule CG , the City Gate Agreement, and the modification o 
the PGA clause , s hall become effective on one day ' s notice af t er 
publication . 
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By ORDER of the Florida Puhlic Service Commi ssion, th is ~ 
day of ~. ~-

irector 
ords and Report i ng 

( S EAL) 

l1AB: bmi 

NOTICE OF FURTHER PROCeEDINGS OR J UOICl AL REV I EW 

The Florida Public Servic e Commission i s r equi r e d by Sec t ion 
120 . 59(4) , Florida Statutes, v notify pa r ties of a ny 
a dmini s trative hearing or judici al review of Commission o rde r s tha t 
i s available under Sections 120. 5 7 or 120 . 68 , Fl or i da Statutes , as 
well as the proc e dures and time limits tha t a pp l y . Th is notice 
should not be construe d to mean all requests f o r an admin istrat i ve 
he aring or judicial review will be granted or r esul t in t he re l ie f 
sought . 

The action proposed herein is preliminary in na ture and wi l l 
not become effective or final , except as provided by Rule 25-
22 . 029 , Florida Administrative Code . Any person \/hose subs t a nt ia 1 
interest s are affected by the action pro pos e d by th is o r de r may 
f i le a petition for a formal proceeding, a s p r o v ided by Ru l e 25-
2 2 . 02 9 (4) , Florida Administrative Code , in the fo r m p r o v i d e d by 
Rule 25- 22 . 036(7) (a) and (f), Florida Admi nistra t ive Code . Th i s 
pet i tion mus t be received by the Director , Division o t Reco r ds and 
Reporting a t his office at 101 Eas t Gaines St ree t , Tal l ahassee , 
Florida 32399-087 0, by the close of business o n Ju ne 30 , 199 . . 

In the absence of such a petition, this o r der s h a ll become 
effective on the day subsequent to the above d a t e as prov i ded by 
Rule 25- 22.029(6), Florida Administrative Code . 

Any objection or protest filed in this docket be f o r e t he 
issuance dc1te of this order is considered a bandone d unless i t 
s atisfies the foregoi ng condition~ a nd is renewed with i n t he 
s pecified protest period . 
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If this order becomes fi nal and effective on the date 
described above, any party adversely affected may request judicial 
revie w by the Florida Supreme Court in the case of an electric , gas 
or t elephone utility or by the First District Court of Appeal in 
the case of a water or wastewater utility by filing a notice of 
appeal with the Director, Division of Records and Reporting and 
filing a copy of the notice of appeal and the filing fee with the 
appropria te court. This filing must be completed within thir y 
(30) days of the effective date of this order, pursuant to Rule 
9.110, Florida Rules of Appellate Procedure. The notice of appeal 
must be in the form specified in Rule 9 . 900(a), Florida Rules of 
Appellate Procedure . 
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