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DOCKET NO . 980895-GU - PETITION BY FLORIDA DIVISI ON OF 
CHESAPEAKE UTILITI ES CORPORATION FOR AUTHORITY TO 
IMPLEMENT PROPOSED FLEXIBLE GAS SERVI CE TARIFF AND TO 
REVISE CERTAIN TARIFF SHEETS. 

Attached is an ORPER APPROVING fLEXIBLE GAS SERVICE TARIFF fOR 
THE FLORI [)A DIVISION OF CHESAPEAKE UTILITIES CORPORAT ION, with 
attachments, to be issued i n t he above-re ferenced doc ket . (Number 
o f pages in order - 7) 
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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

In re: PetHion by Florida 
Divis ion of Chesapeake Utilities 
Co rporation for authority to 
implement proposed flexible gas 
service tariff and to revise 
certain tariff sheets. 

DOCKET NO. 980895-GU 
ORDER NO. PSC-98-1485-FOF-GU 
ISSUED: No vember 5, 1998 

The following Commissioners participated in the disposition of 
this matter: 

JU LIA L. JOHNSON, Chairman 
J. TERRY DEASON 
SUSAN F. CLARK 

JOE GARCIA 
E. LEON JACOBS, JR. 

ORDER APPROVING FLEXIBLE GAS SERYICE TARIFF FOR THE FLORIDA 
DIVISION OF CHESAPEAKE UTILITIES CORPORATION 

BY THE COMMISSION: 

On July 1 5 , 1998, Chesapeake Ut ilities Corp o ration 
(Chesap ea ke) filed a petition for approval to impl e me nt a pro posed 
Flexible Ga s Service tariff and revise ce rtain tariff s he •ts . On 
September 21 , 1998, Chesapeake Utilitie s Corporation fi l ed a 
revision to its petition. By this peti t ion, Chesapeake seeks 
aut ho rity to implement a new Flexible Gas Se rvice tariff. The 
t " t i f f i s d es igned t o meet Chesapeake ' s need to compete f or 
po ten tia l c ustomers who ha ve viabl e e n e rgy opti o ns in a way t hat 
ass ures existing c ust omers wil l not b e required t o s ubs idi ze 
contracts entered into pursuant t o the Flexible Gas Serv i ce Tariff. 
Chesapeake's p r o p o sed Flexible Gas Service t ariff will apply to 
customers who demonstrate to Chesapeake t ha t viable alternatives to 
natura l gas exist. Only after receipt and investigation of a 
d ocumented statement detailing a c ustomer' s option would Chesapeake 
o ff e 1 Flexible Gas Service. A s imila r flexi ble ga s tariff wa s 
appro ve d by the Commi ss ion f o r Cit y Gas Company o f fl o rida i n 
Docket No . 960920 - GU , Order No . PSC- 96-1 2 18 - FOR- GU, i ssued 
September 2 4 , 1996 . 

OOCUt-1rN l ~I 'Hflfll · DATE 

I 2 4 6 0 NOV -5 : 
FPSC - Rf.COilOS/Rf PORTING 
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Chesapeake also modified its petition to allow for expanded 
payment alternatives to customers. Chesapeake proposes to expand 
its payment options to include payment by credit ca rd, direct bank 
draft or debit card. In addition, Chesapeake seeks authority to 
bill customer deposits to residential customers who are tlnable t n 
physically come to the payment center. Bi 11 i nq thtl required 
deposit will facilitate the appli c atio n proc ess for new customers. 

According to the proposed tariff for Chesapeake , customers 
under this class will individually negotiate contract prices, and 
must demonstrate that the customer has access to an alternate fuel 
supply. The purpose of the flexibl:! gas tariff is to enable 
Chesapeake to compete for new customers, and maintain existing 
ones. The tariff is designed to attract new customers by having the 
flexibility to offer rates that can compete with other sources of 
energy such as propane, fuel oil, and electricity. 

The tariff also serves to assist Chesapeake in maintaining 
existing customers who may choose to bypass Chesapeake's 
distribution system and connect directly to the pipel~ne or decide 
to move their establishment within the territory o f a mor0 
economically favorable local distribution compa ny. 

As proposed, Chesapea ke will o nly offer Flexible Gas Service 
rl f l c r rece ipt and review of a documented statement deta i 1 ing a 
c ustomer's alternatives. The documented statement of alternatives, 
along with the executed contract, will be submitted to the 
Commission within 30 days of execution of the cont ract. The 
information wi l l include the name of the c ustomer, the contract 
rate, the alternative energy sources available, and a copy o f the 
cont ract entered into between the c ustomer and the Company. 
Beca use each contract will be separately negotiated, rhesapeake 
regards the confidentiality provision as an essential compo nent of 
the tariff. Without the opportunity to demonstrate tha t the 
contracts should be held confidential pursuant to the c rit eria o f 
Section 366.093, Florida Statutes, Chesapeake wou ld not o ffer the 
program. 

The proposed tariff incorporates several pro tec tive measures 
designed to ensure that the general body of ratepayers will not be 
adversely affected by the adoption of the Fl exible Gas Se r vi ce 
tariff. Chesapeake wil l not attempt t o recover from ot he r 
cus tomers the difference between the o therwise applicable tariff 
r a e and the Flex1ble Gas Service tari ff , either through cost 
r e covery clauses or directly o r indirectl y in future base rate 
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cases . For new customers served off Chesapea ke's existing 
distribution system, the Flexible Gas Service tariff will have a 
floor price equivalent t o the incremental cost o f providing service 
to that customer. 

To further clarify Chesapeake's objective for the tariff, to 
the extent that the company enters into flexible gas service 
agreements with customers, Chesapea ke is at risk for the c apital 
investme nt necessary to serve the flexible gas se rvi c e c ustomers , 
not the general body of ratepayers. Chesapeake i ndi cates in its 
petition that there will be pro tec ti ve measures in place to insure 
that existing customers wi ll not be adversely affected by t he 
adoption of this tariff. One such measure Chesapea ke proposes is 
for all capital costs, expenses a nd revenues associated with this 
tarifl to be placed below-the-line for earnings surveillance repo rt 
purposes. 

The Company proposes t o rna ke specific adjustments to its 
ea rnings surveillance report removing all capital costs, including 
a portion of common plant, Operation and Maintenance (O&M ) 
expenses, and revenues from the per books amounts. Attachmen t One 
states that the Company will use t he methodology i n the Company's 
most recently approved cost of service study t o a ll ocate commo n 
plant and embedded O&M expenses . Chesape -3 ke 'il) I nn• I w I I I I 111"1 f1 ' t l lr. 

October 6,1998, Aqe nda Confrq nrlC'n 111 :'11 wn h .:t V C:1 tl w _)U I J::H..llctional 
r iaht t n :111dlt "'" ' t oviow all contrac ts and financ ial dat a 
.~~~uL· t alcd with the tariff for the reasonableness of the result s . 
Additionally, we reserve the right to c hange the methodology if 
necessary to achieve reasonable results . 

Whenever the rates f or a c us t ome r c lass a r e above parity, t he 
e ffect i s t hat ot he r c ustome r c l asses below parity are being 
s ubsidized to some degree. According to Chesapeake 's latest cost 
o f service study, the rate of return o n customer.... under the 
"Special ContractsH tariff , a tariff with individually negotiated 
rates , is above parity. Chesapeake's analysis suggests that the 
rate of return for residential customers is bel ow pa ri t y . Th1t ~' , 

Chesapeake believes that t he ra te o f r 0 t 11111 t n a :IJ "' ' I o~ l . " ' ' t ' .. , ., :1 

c ustomers subsjc"I !7.P.!l r('Aidont 1.-1 1 r .'l t \• :1 . Tll•· s c :wb!> Jdte ~ wou ld be 
l··~ t a r t ll n nn nrnPi tnl :• woru !Jlaced below t he li ne , because present 
:: ! •t· •· t l.d ConlrdcLs c ustome rs are the potential c us tome r s for the 
Flexible Gas Service ta ri ff . 

The remaining ratepayers may no t be fully compensated through 
the use o f fully allocated costs . Fully a ll ocated emb dded cost ~ 
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are usually less than current r e pl a c emen t cos ts . The Compa ny i s i n 
a position to serve larger c ustome r s , in p a rt , bera 11 ~ n o f i 1 :-; 

c urre n t embedded d i s tri bu t i n n pl un t . Tlw ('.,rnp. t~ t y w ill LH· u~ iny t he 
C'mb('ddc-d d 1 n t dbu llon :~ y ~ L em paid f o r by the gene r a l bo d y o f 
ratepa yers . By being in the natura l gas business , t he compa ny will 
have certain advantages. It has a n available e xpe r ienc e d wo rk f o r c e 
to use on an as-needed basi s for ma i ntenanc e , admi n i s t r a t ive 
suppo r t and other customer s e rv i c es . Existing c ustome r s s hou l d be 
able to share in the benefi t s r e cei ved from l arge r c u s l o me r 
contribut i o ns t o r e venue. I f we fi nd that t he r e maining rtitep a yers 
a r e no t being adequately comp~nsated, we r ese rve the right t o 
modify the tariff including r e quiri ng a l l f inanc ial t r ansactio ns 
u nder the tariff to be reco rded above the line . We wi l l con ti n ue 
to receive regulatory assessment f e es from the c ompa ny o n t he no w 
c on t rac ts. 

By allowing Chesape a ke t o e xpa nd it s pc1yrnt>r1t o p ti o ns t o 
i nc l ud e pa yme n t s by c red i t c a rd , direc t ban k draft o r debit c ard , 
c us t ome rs can b ene f it from the c o nvenience of o the r a lternatives o f 
payment . The application process f o r new c u s t o mers will t here f ore 
be expedited by these other alte rnatives. 

For these reasons, and based o n the unde r stand 1 ng o f t he 
operatio n o f t hi s t a ri f f a s disc ussed i n this Orde r , we f ind that 
Chesap ea ke ' s Fle xible Gas Se rv i ce Ta riff , as modi f i e d , s ho uld be 
a p prn ved. 

Ba sed on the fore going, it i s 

ORDERED by t he F'lo rida Puhl l r ;.,.. , v ic· ., r·,mrn l 'l~d' " ' '' '"' 
f"l ivi ~ i n r t ,, f \ honnponk n l lLII 1l l a:1 < :u r p" t ~• ll <J ll ' !l l·' l e x l bl e Gd:; 

'l'at 1 ! 1 1:~ dpproved a s mod ified by the Compa ny a nd disc ussed 
It i s f ur ther 

l·' l u r l d.t 
Serv 1c e 
he r e in. 

ORDERED t hat Chesapeake Ut ilities Corporati o n ' s ra te - ma ki ng 
t reatment, operat i ng , maintena nce a nd a dmi n i strat i ve e xpe nses , 
d e prec iatio n a nd a mo rtizati o n expenses , a nd r e ve n ues and r el a ted 
taxes relat i ng to the Flex ible Ga s Se rv i ce Tariff a nd addressed in 
Attac hme n t One to thi s Order are hereby incorpo r ~ ~ ed by refe r e nc e 
a nd made a part o f t h is Order. It i s furt her 

ORDERED that t he Company s hall use the a c counting treatment 
de t ailed in At t a chment One t o t hi s o rde r and incorpo ra terl he r E' in h ·. 
r eferen c e . It is furt he r 
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ORDERED that the effective date of thi s tariff is Octobe r 6 , 
1998. It is further 

OROERED that i( a p t o lc ::i l is filed in a ccordance with the 
requirement s~t fort h below, t he tariff shall remain in effec t wit h 
any increase in revenues held subject to refund p e nding resolu tion 
o f the protest. It is further 

ORDERED that if no pro test is fil ed in acco rdance with the 
requirements set f o rth below, this docket sha ll b e c losed. 

By ORDER of the Florida Publi c Service Commission this ~ day 
of November, ~. 

( S E A L ) 

GAJ 

NOTICE OF FURTHER PROCEEQINGS OR JUQICI AL REVIEW 

The Florida Publi c Se rvi ce Commi ~sinn i s r 0• pair od t>y :>•· •· tt u n 
120 . cJ6Q (1), F'l o rlda SttJLule!i , Lu no tif y parties o f any 
ddministrative hearing or judicial review of Commi ssion o rders that 
is available under Sections 120.57 or 120 .68, Florida Statutes , as 
well as the procedures and time limit s that apply. Th is notice 
should not be construed t o mean a ll requests for a n admin istrative 
hearing or judic ial review will be granted or result in t he r el i ef 
sought. 
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Mediation may be available on a 
mediation is c onducted, it does not 
interested person's right to a hearing. 

c ase-by-c ase basis. If 
affect a substantially 

The Commission's decision on this tariff is i nterim in nature 
and wi ~ l become final, unless a person whose substantial int P rests 
are affected by the proposed action file s a pe titi o n f o r a f o rmal 
proceec.'ing, in the form provided by Rul e 28- 106 . 20 1 , fl o rida 
Administrative Code. This petition must be rec eived by the 
Director, Divisio n of Records and Reporting, 25 40 Shumard Oak 
Boule vard , Tallahassee, florida 32399-08 50 , by t he c l ose of 
business on Noyeffiber 26. 1998. 

In the absence of such a petitio n, this Order shall become 
final on the day subsequent to the above date. 

Any objection or protest filed in t hi s doc ket before the 
.issuance date of this order is considered abandoned unless it 
sa tisfies the foregoing conditions and is renewed within the 
specified protest period. 

If this Order becomes final on the dal e desc ribed above, any 
party adversely affected may request judicial review by the Florida 
Supreme Court in the case of an electric , gas or telephone u t ility 
or by t he First District Court of Appeal in the case of a water o r 
wastewater utility by filing a notice of appeal wi th the Director , 
Division of Records and Re porting and filing a copy of the noti c e 
of appeal and the filing fee with t he appropriate court . Thi s 
filing must be completed within thirty (30 ) days of the date this 
Order becomes final I pursuant to Rule 9 . 110 I n or ida Rules o f 
Appellate Procedure. The notice of appeal 1:1ust be in the form 
speci fied in Rule 9.900(a), Florida Rules of Appellat e Procedure. 
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