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St. Joe Natural Gas Company (St. 
sarves approximately 3,200 residential, 
customer• in Port St. Joe, Mexico 
u nincorporated areae of Gulf County. 

Joe or Company) currently 
commercial, and indus~rial 

Beach, Wevahi tchlta, end 

St. Joe has never been granted a rate increa se since the 
commission obtained jurisdiction over st. Joe in 1962 . In 1983 , 
the Comaiesion revieed St. Joa'e rates froa a etep-type rate to e 
flat rate, vith no change in revenue. 

In Docket No. 960930-GU, the PSC investigated the earnings of 
St. Joe. By Order No. PSC- 96- 1188-POP- GU issued Septelllber 23, 
~996, the Comm.iesion approved st. Joe's proposal tor disposition of 
its overearnings, it any, t or the years 1994 , 1995, and 1996. The 
order a lso stated •hat a petition by St. Joe to restructure rates 
would have no impact on the approved proposal, under tho ~ondition 
that the restructured rates have no effect on tho Company•• total 
revenue. 
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St. Joe tiled a petition on January 27, 1997 tor a liaited 
proceeding to restructure rates . On March 13, \997, the PSC statt 
conducted a oustom.er aeetinq in St. Joe's service area to hear and 
respond to cuato-r testillc)ny and questions related to the utility's 
petition. Approximately titty custoaera attended the meetinq, 
representing 1. 5 percent ot the total custoaere. Generally, 
customers understood the need tor the rate restructuring, but aoat 
viewed the rate adjustment as too large tor the residential and 
commercial classes . 

D18CV88101 or 188018 

18801 11 Should the co-isaion approve St. Joe's petition tor a 
liaited proc eeding to restructure ita rates? 

81CQKKIJDAT10MI Yea. The Commission should approve St. Joe 's 
petition to restructure rates over a two-year period to obtain 
parity between rate classes. (Dillmore, Makin, Bulecza-Banks) 

Bfl\ll J\Jil\LJI111 St. Joe's proposed rate restructuring is 
designed to retain existing industrial customers and ensure equity 
among rate classifications . 

OVer the past decade, St . Joe Forest Products has been one ot 
St. Joe's largest cuatoaera. It ia responsible fo r approxiaately 
66 percent of the 31,000,000 therma of annual throuqhput on st. 
Joe's distribution system and generates approximately 75 percent of 
the revenues. In 1991, St . Joe and St. Joe Foreat Products entered 
into a service contract where the customer aqreed t o purchase a 
minimum Eonthly quantity ot qas troa the Company at interrupti ble 
rates . The contract period expires approximately 24 months trom the 
petition date , or February ot 1999. 

Recently, St. Joe Forest Products was purchased by Florida 
Coast Paper Coapany (FCPC). PCPC has expressed interest to St. Joe 
and the Commission Statt in reduoinq ita current energy costa. 
PCPC has cited increased competition in the aarket place and St. 
Joe's high interruptible rates as the primary reasons for seeking 
lower energy coats. FCPC has contest ed ita responsibility with 
regard to the origi nal gas contract between St. Joe and St. Joe 
Forest Products. As a result, FCPC has decreased ita qas usage by 
approximately 50 percent ot the contract amount. In addition, FCPC 
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haa notified St. Joe that it will no longer recognize 
reaponaibility for $120,000 in Florida Gaa Trana•iaaion dCJU~nd 

chargea. In the event PCPC provea it doea not have a contractual 
obligation, FCPC aay find it •ore economical to burn an alternate 
fuel rather than pay St. Joe'a high interruptible ratea. With 
•inor aodificationa, FCPC can operate it's facility entirely on an 
alternate fuel. 

In tbe event that St. Joe loaea throughput of thia one large 
induatrial cuato•er, 75 percent of the Cowpany revenuea would be 
lost. Subaequently, St. Joe could seek recovery of the loat 
revenues through reaaininq cuato•era, at •uch higher ratea than 
those propoaed in the rate reatructuring. 

St. Joe seeks to avoid thia potential c risis through the 
proposed rata rutructurinq. currently, St . Joe'a residential non­
fuel enerqy cbarqe La 1 . 97 centa per therw. Average reaidential 
ratea for other Florida raqulated utilities ia 36.87 centa per 
therm. st. Joe'a commercial non- fuel energy charge ia 2.36 therma 
per therw. Average co-ercial ratea for other Florida regulated 
utilities is 19.78 cents per the,rm. St. Joe's larqe co11DMrcial non­
fuel energy cbarqe ia 4. 490 cent a per therw . Average large 
commercial ratea for other Florida requlated utilitiea ia 16.50 
cents per therw. St Joe'a ruidential and co .. ercial ratea are 
significantly below the actual coat of providing aervice . At the 
same time, St. Joe'a larqe interruptible cuato•era pay the second 
higheat rate a110nq Florida regulated gas utilitiea. St. Joe aeeka 
to end the croaa- aubaidization a•ong theae rate claaaea by 
restructuring the rates to reflect the actual cost to aerve each 
rate clasa. 

Under the proposed rate restructuring, each rate class will 
pay rates that reflect the actual cost of aervice. St . Joe has 
established the ratea from a coat of aarvice atudy using 1995 data, 
which is the most recent Comaission audited data available. All 
rate classea ahould produce an equal rate of return. It ia 
important to nota, the company will be held revenue neutral in the 
propoaed rate reatructuring, aa shown in attachment A. 

St. Joe propoaea to phaae-in the rate reatructuring over a 
two-year period. Thia will help customera adjuat to the increased 
ratea and leaaen rata ahock. st . Joe haa propoaed the folloJ ing 
schedule: 
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Cuat011ar Date of 
Propoaad 

Chara•• Chana• 

Currant 

lntal""al 1 5/21/97 

Intal""al II 5/21/98 

I ntal""al III 5/21/ 99 

•on· PUal Date of 
Char a• 

cen t a/ thana 
Propo .. d 

Obana• 

Currant 

In terral I 5/21/97 

Intel""al II 5/21/98 

In terral III 5!21/99 

C:O..a r e1al lAra• Voluaa 
ll .. ldantlal eo.ure1al 14 Vo luaa l ntarnoptibla 

$3.00 $5 . 00 $20. 00 $1,000 

$4 . 00 $7.33 $25 . 00 $1,000 

$5 . 00 $9 . 67 $30.00 $1,000 

$6 .00 $12 . 00 $3S .OO $1 ,000 

eo..erelal t.ara• Voluaa 
haldantial Co..are i al 14 Vol\llla Internoptlbla 

1.97 2 . 36 4 . 49 4 . 85 

9 . 362 11.532 6 . 348 4 . 59 

16 . 754 20 .704 8 . 206 4 . )3 

24 . 146 29 . 876 10 . 064 4 . 07 

Upon co-ission approval of St. Joe's petition f or restructured 
ratea , 1nterval I,I~, and III would begin on tho Kay 21, of 1997, 
1998, and 1999, respectivel y . The iapact on the average c ustomers 
bill is shown in attachaent B. 

Staff reco-ends that the CoiiUii&aion approve St. Joe's 
petition for the following reaeona: 

• The new rates will be phased-in by intervals over a two- year 
period. 

• Cross-subsidization will be minimized aa each customer claaa 
pays rates that reflect the ac tual coat o f service. 

• Rata raatructuri.ng will help St . .Jo. retain natural gas 
t h r oughput on its ayatea, thua spreading fixed eosta over a 
qreat.er throughput. 

• St. Joe raaidanti al and coiiUiarcial ratea will continua to be 

among the lovaat in the state. 
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IBBVI 21 What ia the appropriate ettective date tor 1•pleaentation 
ot St. Joe's proposed rate reatruoturinq? 

UCQK1*1QATIOII The etteotive date tor St. Joe'• propoeed rate 
restructurinq abou1d be May 21, 1997 tor Interval I, May 21, 1998 
tor Interval II, and Hay 21, 1999 tor Interval III . (Dill•.ore, 
Makin, Bulecza-Banka) 

STArr AIALXIIII Stat! believea the ettective date tor st. Joe's 
rate reatructurinq should be Hay 21, 1997 t or Interval I, May 21, 
1998 tor Interval II, and Hay 21, 1999 tor Interval III. St. Joe 
has propoeed thie date to coincide with ita aeter readinq and 
billinq cycle, and atatt believea thie to be reaaonable. 

IIIUI 31 Should tbie dooket be cloaed? 

JtlcoiQIIIDl\TJOKa Yea. It no aubatantially arrected peraon tiles 
a proteat within 21 daye or the iaauance or the order, the docket 
should be cloeed. It a prote.at b tiled within 21 daya fro• the 
issuance or the order, the ratea ahould reaain in ettect with any 
increaae held ~~ject to retund, pendinq reeolution ot the proteet. 
(Dillmore, Makin, Bulecza-Banka ) 

STArr NfALXIIIa It no aubatantially attected penon !ilea a 
protest within 21 daya or the iaauance ot the order, the docket 
&hould be cloaed. It a proteat ia tiled within 21 daya troa the 
issuance of the order, the ratee ehould reaain in effect with any 
increase held subject to refund, pendinq resolution or the protest. 
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TOTAL 

PUSDT fl,l42 , 667 
UVDD!t 

rusDT un 11 . 92\ or U'1'UU 

PI.OPOS!D* tl , l42 , 667 
UV!IIO! 

uvaor: 0 . 00\ 
IICUA.Sit 

PU.C!IIT 0.00' DICUABI 

PI.OPOS!D UTI 11 . 92\ or unJU 

lUIDDTIAl. 

UU,6S9 

- :U . 2l\ 

1463 , 215 

,0, )56 

249.11\ 

11 . 92\ 
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Attachllent A 

COKKD.CIAI. COKKD.CIAL IlttUilUI'T IIU: 
UlO VOLUKJ! 

$14 ,023 U 7,971 $1 , 661 ,006 

· 30.65\ · 11 . 24\ 24 . 70\ 

$52,061 851 . 316 U,276 ,00) 

31 , 031 23,407 (392,001) 

271 . 25\ 83 . 66\ - 23 . 50\ 

11.92\ 11 . 92\ 11 . 92 \ 
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•••14•ntia1 Rat• C1a• • 

Preuftt lntenel I Inunel II 
Thera llootbt,lc Prohaed Pr ohaed 
D••a• JUl w o Kontb ~ 1111 Kontb ~111 

1'\lel wfo uel tt/0 1 

0 $3.00 $4.00 $5.00 

10 $3.20 $4.94 $6.68 

20 $3 . 39 $5.87 $8.35 

40 $3.79 $7.74 $11. 70 

50 $3.99 $8.68 $13.38 

60 s• . 1s $9.62 $15.05 

70 $4.38 $10.55 $16.73 

80 $4.58 $11.49 $18.40 

90 $4.77 $12.43 $20.08 

1 00 $4.97 $13.36 $21.75 

110 $5 . 17 $14.30 $23 . 43 

120 $5.36 $15.23 $25.10 

130 $5.56 $16.17 $26.78 

140 $5.76 $17. ll $28.46 

150 $5.96 $18 . 04 $30.1 3 

160 $6 . 1S $18.98 $31.81 

170 $6. 3S $19.92 $33.48 

180 $6.55 $20.85 $35.16 

190 $6.74 l. 79 36 . 83 

• • average monthly u•age 
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Attachment B 
Page 1 ot 4 

Intene l III 
Prohaed 

Kontb ~Bill 
• lo el 

$6.00 

$8.41 

$10 . 83 

$15.66 

$18.07 

$20 •• 9 

$22.90 

$25.32 

$27.73 

$30.15 

$32.56 

$34.98 

$37 . 39 

$39.80 

$42.22 

$44.63 

$47.05 

$49.46 

1.88 
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Pruant 
Thana )fonth'lc u .. ,. IUl w o 

l'lul 

0 $5.00 

10 $5 .24 

20 $5 . 47 

30 $5.71 

50 $6.18 

60 $6. 4 2 

70 $6.65 

80 $6 . 89 

90 $7.12 

100 $7.36 

110 $7.60 

120 $7 . 83 

130 $8.07 

140 $8.30 

150 $8.54 

160 $8.78 

170 $9 . 01 

180 $9.25 

Co.aeroial aate Cla~ 

Intanel I Intarvel II 
Pr~ .. d Pro~ .. cl 

Moat ~1111 Month ~fll 
wfo al w/o l 

$7.33 $9.67 

$8.48 $11. 74 

$9.64 $13 . 81 

$10 .79 $15.88 

$13.10 $20 . 02 

$14.25 $22 . 09 

$15.40 $24.16 

$16.56 $26.23 

$17.71 $28.30 

$18.86 $30.37 

$20.02 $32. 44 

$21.17 $34. 51 

$22.32 $36.59 

$23 .47 $38.66 

$24.63 $40 . 73 

$25.78 $42. 80 

$26 . 93 $44.87 

$28.09 $46.94 

• • avet"aqe monthly usaqa 
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Attaclulen :: B 
Paqe 2 ot 4 

Inunal III 
Pr~aacl 

Month ~Ul 
W/0 l 

$12.00 

$14.99 

$17 . 98 

$20.96 

$26 . 94 

$29.93 

$"32 . 91 

$35.90 

$38.89 

$41.88 

$44.86 

$47.b::i 

$50.84 

$53.83 

$56.81 

$59.80 

$6~.79 

$65.78 
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Attachaent 
Paqe 3 of 

co ... roial Larqe Voluae Rate Cla•• 

Preaent. Interval I Internl II Inter.,.l III 
The no Kont.blJ. Pr~aed Proh .. d Proh .. d 
Uaaa• 1111 • 0 Kont ;,. 11.11 Kontb y 1111 Kontb halill 

Pual W/0 el W/0 fuel W/0 el 

0 $20 . 00 $25.00 $30.00 $35.00 

60 $22.69 $28 . 81 $34.92 $41.04 

120 $25.39 $32.62 $39.85 $47.08 

180 $28.08 $36.43 $44 . 77 $53.12 

240 $30.78 $40.24 $49 . 69 $59.15 

300 $33.47 $44.04 $54.62 $65.19 

360 $36.16 $47.85 $59.54 $71.23 

420 $38.86 $51.66 $64.47 $77.27 

540 $44.25 $59.28 $74.31 $89.35 

600 $46.94 $63.09 $79.24 $95.38 

660 $49.63 $66.90 $84.16 $101.42 

720 $52.3 3 $70.71 $89.08 $107.46 

780 $55. 02 $74.51 $94.01 $113.50 

8 40 $57.72 $78.32 $98.93 $119.54 

900 $60.41 $82.13 $103.85 $125.58 

960 $63.10 $85.94 $108.78 $131. 61 

1020 $65 .80 $89.75 $113.70 $137.65 

1080 $68 . 49 $93.56 $118.62 $143.69 

1140 1.19 .37 123.55 $149.73 

• • ave.rage monthly usage 
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I Dt erruptib1e Rate C1••• 

Pra1a11t Intart'al I Intert'al II 

'l'bara D••a• Monthllc Pro~ .. d Pro~ .. d 
1111. .. 0 llolltb ~ 1111 llolltb ~ 1111 

J'llal W/0 el wfo .al 

0 $11000 $11000 $11000 

1501000 $8,375 $71885 $71495 

300,000 $Hl 1 550 $141770 $1.31990 

450,000 $22 1.025 $211655 $201485 

6001000 $301100 $281540 $261980 

7501000 $371375 $351425 $331475 

9001000 $441 •650 $421310 $3-91970 

1.0501000 $511'925 $491195 $4 61465 

112001000 $591200 $561080 $521960 

113501000 $661475 $621965 $591455 

11500,000 $731750 $69,850 $651950 

' I 0 . . ' 'I . . ' . 
11800 1000 $881300 $831620 $781940 

119501000 $951575 $901505 $851435 

2,1001000 $102,.050 $97,390 $911930 

2,2:50,000 $110,125 $104,275 $9•8 1425 

214001000 $1171400 $1111 160 $1041920 

21550,000 $1241675 $118,045 $111,41 5 

211001000 $1311950 $1241930 $1171910 

21850,000 $1391225 $1311815 $124 , 405 

• • average aonthly usage 

- 10 -
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Page 4 ot 4 

Intert'el III 
Pro~ .. d 

llolltb ~ 1111 
w/o al 

$11000 

$71105 

$131210 

$191315 

$251420 

$311 525 

$371630 

$431 735 

$491840 

$551945 

$621050 . 
1 I I )< -· . ' . 
$741260 

$801365 

$86, 470 

$92,575 

$981680 

$104,785 

$1101890 

$1161995 
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