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NOTICE OF PROPOSED AGENCY ACTION 
ORDER APPROVING PEOPLES GAS SYSTEM’S SPECIAL CONTRACT WITH UNITED 

PARCEL SERVICE, INC.  
 
 
BY THE COMMISSION: 
 
 NOTICE is hereby given by the Florida Public Service Commission (Commission) that 
the action discussed herein is preliminary in nature and will become final unless a person whose 
interests are substantially affected files a petition for a formal proceeding, pursuant to Rule 25-
22.029, Florida Administrative Code (F.A.C.). 
 

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 fleet of 5,400 vehicles which operate on alternative fuels and 
advanced technology. UPS 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 use 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, Commission staff issued its first data request to 
Peoples for which responses were received on March 3, 2016. After reviewing the responses, 
Commission 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 acknowledged by Order No. PSC-16-0097-PCO-
GU, issued March 9, 2016. 

Rule 25-9.034(1), 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 
Commission prior to its execution. We have jurisdiction over this matter pursuant to Section 
366.04, F.S. 

 
Decision 

 
As required by Rule 25-9.034(1), F.A.C., Peoples filed for our 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, a contract setting forth the terms and conditions 
under which Peoples will provide transportation service to the customer,1 which UPS has already 
executed. 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 this order.    

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 this Commission and in effect at the time of the extension of the term. 

  

                                                 
1 The Letter of Authorization is a standard form and does not require Commission approval. 
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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 a 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 
requirements. The contract also provides for annual minimum volumes to be taken or paid for 
during the term of the contract.  

Based on the foregoing, we hereby 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. 

 Based on the foregoing, it is 
 
 ORDERED by the Florida Public Service Commission that Peoples Gas System’s 
petition for approval of a special contract with United Parcel Service, Inc., is hereby approved.  It 
is further  
  

ORDERED that the provisions of this Order, issued as proposed agency action, shall 
become final and effective upon the issuance of a Consummating Order unless an appropriate 
petition, in the form provided by Rule 28-106.201, Florida Administrative Code, is received by 
the Commission Clerk, 2540 Shumard Oak Boulevard, Tallahassee, Florida, 32399-0850, by the 
close of business on the date set forth in the “Notice of Further Proceedings” attached hereto.   It 
is further  

 
ORDERED that in the event this Order becomes final, this docket shall be closed. 
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By ORDER of the Florida Public Service Commission this 22nd day of April, 2016. 

KRM 

c4~~!At1~ 
Commission Clerk 
Florida Public Service Commission 
2540 Shumard Oak Boulevard 
Tallahassee, Florida 32399 
(850) 413-6770 
www.noridapsc.com 

Copies furnished: A copy of this document is 
provided to the parties of record at the time of 
issuance and, if applicable, interested persons. 

NOTICE OF FURTHER PROCEEDINGS OR JUDJCIAL REVIEW 

The Florida Public Service Commission is required by Section 120.569(1), Florida 
Statutes. to notify parties of any administrative hearing that is available under Section 120.57, 
Florida Statutes, as well as the procedures and time limits that apply. This notice should not be 
construed to mean all requests for an administrative hearing will be granted or result in the relief 
sought. 

Mediation may be available on a case-by-case basis. Jf mediation is conducted, it does 
not affect a substantially interested person's right to a hearing. 

The action proposed herein is preliminary in nature. Any person whose substantial 
interests are affected by the action proposed by this order may file a petition for a formal 
proceeding, in the form provided by Rule 28-106.20 I, Florida Administrative Code. This 
petition must be received by the Office of Commission Clerk, 2540 Shumard Oak Boulevard, 
Tallahassee, Florida 32399-0850, by the close of business on May 13. 2016. 

In the absence of such a petition, this order shall become final and effective upon the 
issuance of a Consummating Order. 

Any objection or protest filed in this/these docket(s) before the issuance date of this order 
is considered abandoned unless it satisfies the foregoing conditions and is renewed within the 
specified protest period. 
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Date: January 28 2016 

ADDENDUM A 
t o 

LETTER OF AUlliORJZATION 
OF UPS FUEL SERVICES, INC. 

Cusbmer hereby agrees that the following provisions are on integral part of the letter of Au1horization to 
which tills Addondum A Is attached, and lnoofl>OIOtlld by reference in said letter of Authorization. 
Capltatl2:ed tllrms used herein, but not defined below, haYe tho meanings given lot sucll1erms in PGS's 
tariff on file v.;th the FPSC ("PGS's FPSC 'rarill"). 

O.finWon-. 11)e f~lowlllg: tenn& a!'Milll\ave the tol~og n....-.anlng1: 

"Commt!!CW!W!l Ott•~ meana the tnt o.y of 1M fill Month folk:Ming ~ by Cwb:wn.,. of nob from PGS 
ChM the fac::ilile:a requted for the Pf')'lbfon ot 88Mce b)' PGS to OulllOmer h..,. been co~ and~ ud Itt 
avaltabie to~· aervk:e tG Customer {epproxlmateb' 12 montt1t foii!HIIng the d818 of rtlillettw of Auth:wludon). 

"Cantf!C!: Ytaf MNns the per1od or twelve {12) c:Ort:~ montl\t COII"'tt"''tntklg en the Commencetl'leni 0., 
an~ e.actl s.uc::cestive cona.eei.I!Ne 12·montb period Nlt .. !tet, Met~ e:onvnenclng on an ~f)' ol m. 
Commti'ICI!Tiflnt Date. 

Tenn. Customer agrees to receive service from PGS porsuant to this Letter of Authorization for a 
term commencing at the beginning or the Day commencing on the Commen~menl Oa!e and 
continuing until the end of the lost Day of the tonlh (10th) Contract Year (the "Termination Dele') 
(the "Term'), The Term of Cuotomefs receipt of &efVIce from PGS may be ox1ended fer an 
additional period of five (5) yo.,. upon mlltual agreement of Customw and PGS under the 
otlleiWise applicable rate schedule and tariff rata as approved by tho FPSC and In effect at and 
after the time of such extensJon of the Tenn. 

Full Requirements. During the Tenn sp&eified and any extension thereof, Customer agrees that 
all Gas used by Customer will be delivered ~Y PGS through PGS's distribution system, except to 
!he extent Customers requirements fer Gas are r.ot delivered by PGS pursuanl tc the provisions 
of tile Letter or Autnortzatton ana this Addenaum A 

Applicable Dlstrlbut!on Charat; Volume Comnltrn!nL The Oistribo.ltion Charge, Customer 
Charge, and conditions of service shalt be gcwemed by Rider NCTS and Rate Schedule GS-5; 
provided, however, that becatJso PGS .,.,;11 be requimd to oxtend Its fac:tlitles in order to provide 
tile service to Customer contemplated by this Letter of Authorization: 
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(c) During the Term and any oJC!Itnsion !hereof, Cllstomer ol>all pay to PGS, In addilbn to lhe 
applle<>bltt Dis1ribtl!ion Charoo ptOI!idod obove. d other charges. st.Weharoes 11\d adjJSimentl 
otherwise appli::ablo Linder Rote Sclladultt QS.S. 

Fl'SC Approval NO!Wilh~ 111Y - provtsloa of this ~ of Authoo1zallon, tlo 111M 
shal be of no 1o1t:e "' el!ecl unUI _.,...., by a llnal non-appealaiJie Ofdet ollhe FPSC. In the 
event lhe FPSC denies appravll of 1l1lo l - r of Authorization, lhe same shal be of no fon:e or 
ef!ect. Cllsb:>rrer shal, l req._1ad by PGS, 6Upport any petilkln to lhe FPSC !:lr -- of lhls 
Lener of Aulhoization as a spoctll c:cn1110ct. 

Conlldentlafl!y, Nellher PGS nor Custcm«, nor their rospeclive affiliates, nOf lhe d~. 

office<s, e<nptoyees, adviso<s and represonla~- of any of them. shal disclose 11> ony other 
person the terms and condilfons of this Lotter or Authorization withoUt lhe pr1Dr wriUen consent or 
the other party hereto to such dladolure (which c:cnsent shal not be unreasonably wthhold "' 
delayed). Thll provtlion shill not apply to (J) disclosures tnal. in the opinion or PGS's or 
Customofs Jegal counool, are required by the FPSC or another govemmontalauthotlty (In which 
case, the party from which dlocl01we II 1014\t shall adVise the other party pr1Dr to such 
disclosure and. H requos1ad by auch o!her perty, shall use I'OaiMablo olfona to mantaln tho 
conlidentiallty or this Lettor of Authorlzollon, Including, withoUt limitation, ~ng 1 protoollve 
order). 

Confljc;! o( Prpyif!ono. In the event olllr'f c:cnlllct between tho provlslono of PGS'1 FPSC Tariff 
and the provisbns of this Addendum A. tho provisions of this Addendum A shll be conl!ollng to 
ra.solve $UCh c:ontlct. 
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' .. 

IN WITNESS \'\'HEREOF, the parties horeto have cauS<Od this Addendum A to tho l..ettor of 
Aull>ollzalion to be executed by their respective duly authorized olficers u of the date ~rst above written. 

PEOPLES GAS SYSTEM, A DIVISION 
OF TAMPA ELECTRIC COMPANY 

By: a-dr~-, 
Gordon L G~leHe 
President 

UPS FUEL SERVICES, INC. 

By:~ 
I> 

NameMichoel S. Whltlotah 

Title:....,VI~ce-,Pr-es""'"id,...ent-.------




