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PETITION OF PEOPLES GAS SYSTEM
Peoples Gas System (“Peoples” or the “Company”), by its undersigned attorneys, petitions the Commission for approval of a special contract with Pasco Cogen, Ltd. (“Pasco Cogen”), designed to reflect changes in the operation of Pasco Cogen’s gas-fired cogeneration facility in Dade City, Florida, and to protect the interests of Peoples and its other customers without financial detriment to Pasco Cogen.  In support of its petition, Peoples states:

1.
The name of the petitioner and the mailing address of its principal office are:

Peoples Gas System

702 North Franklin Street, 7th Floor

Tampa, Florida 33602

2.
The names and mailing addresses of the persons authorized to receive notices and communications with respect to this petition are:

Ansley Watson, Jr., Esquire

Macfarlane Ferguson & McMullen

P. O. Box 1531

Tampa, Florida 33601-1531

and
Angela Llewellyn

Peoples Gas System

P. O. Box 2562

Tampa, Florida 33601-2562

3.
Petitioner’s substantial interests will be affected by the Commission’s determination with respect to the relief sought by petitioner herein, as will be more fully set forth hereinafter.

Background

4.
Peoples and Pasco Cogen are parties to an Amended and Restated Gas Transportation Agreement dated as of February 15, 1993 (the “Current Agreement”), which superseded the original Gas Transportation Agreement between the parties dated as of August 28, 1991.  Pasco Cogen burns the gas it receives to operate combustion turbines, and a steam turbine generator, for the production of electricity, which it sells to Progress Energy Florida, Inc. (also known as Florida Power Corporation) pursuant to a negotiated power purchase agreement approved by the Commission.  The term of the power purchase agreement initially had an expiration date of June 30, 2013 but, as amended in 1996 by an amendment approved by the Commission in 1997, is now scheduled to expire December 31, 2008.  

5.
Both the Current Agreement and the original agreement provided for Peoples’ providing transportation service for Pasco Cogen at the transportation rate (now called a distribution charge) set forth in Peoples’ Rate Schedule ISLV, which is available to interruptible customers who consume 50 million or more therms per year.  At the time the parties entered into the original agreement, and until approximately    January 1999, Peoples transported approximately 70 million therms annually to Pasco Cogen’s facility.

6.
Several factors have combined to cause the quantities of gas used, and expected to be used in the future by Pasco Cogen, to decrease below Rate Schedule ISLV’s 50-million-therm threshold.  First, in 1995, the Commission approved a Progress Energy curtailment plan that permits it to curtail deliveries of energy by Pasco Cogen and other cogenerators when the demand for electricity on the Progress Energy system is low.  Second, the amendment to the power purchase agreement mentioned in paragraph 4 above (which was entered into by Pasco Cogen and Progress Energy to settle lengthy and expensive litigation between them) also provides that Pasco Cogen receives firm energy payments under the power purchase agreement only during the “on peak” hours identified in the agreement.  During all other hours, Pasco Cogen is paid Progress Energy’s “as available” energy cost for electric energy delivered to the utility.  At most times, the as-available rate does not cover Pasco Cogen’s delivered cost of gas, and it is often forced to shut down at least one of its gas turbine generators in order to maintain economical operation of its cogeneration facility.  Finally, in 1999, the citrus processing plant that takes thermal energy from Pasco Cogen in the form of steam ceased operating its evaporators used to produce citrus concentrate, resulting in a decrease in its demands for steam from Pasco Cogen. 

7.
In combination, the changes mentioned above, particularly those in the steam demands of the citrus processing plant which serves as Pasco Cogen’s steam host for purposes of maintaining its qualifying facility status under the power purchase agreement with Progress Energy, caused Pasco Cogen to modify its operations in order to maintain such status.  These changes in the operation of the cogeneration facility caused the reduction in the demand for gas, which is now slightly less than the 50 million therms annually required for Pasco Cogen to qualify for the distribution charge in Rate Schedule ISLV.

Relief Requested

8.
Peoples seeks the Commission’s approval of the special contract (Second Amended and Restated Gas Transportation Agreement) between Peoples and Pasco Cogen attached hereto as Exhibit A (the “special contract”).  The Commission’s approval is required because the distribution charges to be paid to Peoples by Pasco Cogen, and set forth in the special contract, are less than the distribution charges which would otherwise be payable under Peoples’ Commission-approved natural gas tariff.  See Rule 25-9.034, Fla. Admin. Code.


9.
Peoples submits that approval of the special contract is warranted for a number of reasons:


a.
Approval of the special contract will preserve the minimum revenue stream to Peoples contemplated by both Peoples and Pasco Cogen at the time Pasco Cogen initially contracted for transportation service.  At the former ISLV rate of $0.0109 per therm, Pasco Cogen’s consumption of 70 million therms provided non-fuel revenue of approximately $763,000 annually.  The tiered rate levels for various levels of consumption in the special contract are designed to preserve this revenue stream for the benefit of Peoples and its ratepayers, while providing Pasco Cogen with certainty regarding its rate at each level of consumption.  This will also provide Pasco Cogen with flexibility in operating its facility to meet other possible changes in circumstances over which it has no direct control.


b.
Applying the full IS rate of $0.03522 per therm would adversely affect Pasco Cogen and, potentially, Peoples’ other ratepayers.  The higher rate could cause Pasco Cogen to run its facility even less in off-peak hours, or, worse yet, could contribute to the closure of the facility.

c.
Reduction in quantities of gas to be taken by Pasco Cogen was neither known nor anticipated when Peoples filed its most recent rate case.  Pasco Cogen’s annual consumption of gas (based on a 12-month rolling average) did not drop below 50 million therms until December 2002, the month of the final hearing in Peoples’ most recent rate case (Docket No. 020384-GU).  Had Peoples known at the time it filed the case that Pasco Cogen’s consumption would be reduced in the immediate future, it would have sought in its filing approval of a special contract, similar to the one for which the Commission’s approval is now sought, in order to preserve the revenue stream to the Company associated with this important customer, while preserving a competitive, market-based rate for the customer.
10.
As a practical matter, had Rate Schedule ISLV not been in effect at the time Pasco Cogen’s cogeneration facility became commercially operable in 1993, Peoples would have had to seek the Commission’s approval for special contracts, not only for Pasco Cogen, but for three other cogenerators (Orlando Cogen, Lake Cogen and Auburndale Power Partners), all of which had planned cogeneration facilities to be served by Peoples.  The transportation rate in Rate Schedule IS would not have been economical for any of these four cogenerators, and three of them had the ability to bypass the Peoples system.  Had Peoples been unable to obtain the Commission’s approval for a rate less than the IS rate, it would have had to forego the substantial additional load these four cogenerators provided on its system, together with the corresponding benefits which accrued to Peoples’ other ratepayers as a result of such additional system throughput.  

11.
Peoples does not seek to recover the differential in revenues resulting from the special contract.

WHEREFORE, Peoples respectfully requests that the Commission grant the relief sought by this petition, and enter its order approving the special contract between Peoples and Pasco Cogen attached hereto as Exhibit A, such approval to become effective as of the date of the Commission’s vote.

Respectfully submitted,

_________________________________________

Ansley Watson, Jr.

Macfarlane Ferguson & McMullen

P. O. Box 1531

Tampa, Florida  33601-1531

Telephone: (813) 273-4200 or -4321

Facsimile: (813) 273-4396 or -4397

E-mail: aw@macfar.com 

Attorneys for Peoples Gas System
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