MACFARLANE FERGUSON & MCMULLEN

ATTORNEYS AND COUNSELORS AT LAW

ONE TAMPA CITY CENTER, SUITE 2000 625 COURT STREET
1501 SOUTH FLORIDA AVENUE 201 NORTH FRANKLIN STREET P. O. BOX I669 (ZIP 33757)
LAKELAND, FLORIDA 33803 P.O. BOX I53I (ZIP 33601) CLEARWATER, FLORIDA 33756
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Florida Public Service Commission
2540 Shumard Oak Boulevard
Tallahassee, Florida 32399-0850

Re: Petition for approval of Petition for approval of tariff modifications
relating to Main and Service Extension Amortization (MSEA) Surcharge,
by Peoples Gas System

MP
CMP — Dear Ms. Cole:
COM
CTR Enclosed for filing with the Commission on behalf of Peoples Gas System, please

v find the original and 12 copies of Peoples' petition referenced above. Enclosed also are
ECR/™___five copies of each of the following revised (or original) sheets to Peoples' Natural Gas
ccL A Tariff, Original Volume No. 3, for which the Company's petition seeks the Commission's

oPC approval:
| . % B copies ol Ao (TS
RCA , Third Revised Sheet No. 5.000-1 Lo ec <,
SCR Second Revised Sheet No. 5.601-2 Fvw)‘“
Fourth Revised Sheet No. 7.000
SGA Fourth Revised Sheet No. 7.101-7
SEC Second Revised Sheet No. 7.101-8
- First Revised Sheet No. 7.101-9
oth (AL 2

The coded (legislative style) versions of each of the above revised sheets required by Rule
25-9.005, F.A.C., are attached to the Company's petition.

Please acknowledge your receipt of the enclosures, the date of their filing, and the
docket number assigned, on the enclosed copy of this letter, and return the same to me in
the enclosed preaddressed envelope.

AOCUMERT NUMBER-CATY
10244 NOVIS S
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Ann Cole
November 12, 2007
Page 2

Thank you for your usual assistance.

Sincerely,

Ansley Wagon, Jr.

AWir/a
Enclosures

cc.  Mrs. Kandi M. Floyd



BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION

In re: Petition for approval of tariff )
modifications relating to Main and ) DocketNo. 6 36 (0 &~ A
Service Extension Amortization (MSEA) )

) Submitted for Filing:

)

Surcharge, by Peoples Gas System
11-13-07

PETITION OF PEOPLES GAS SYSTEM
FOR APPROVAL OF TARIFF MODIFICATIONS

Peoples Gas System (“Peoples”, “Petitioner” or the “Company’), by its
undersigned attorneys, files this petition for approval of modifications to its Natural Gas
Tariff, Original Volume No. 3, changing the methodology for calculating and recovering
the Company’'s Main and Service Extension Amortization (“MSEA”) surcharge from
customers in the area to which such surcharge applies, submits herewith revised tariff
sheets to become effective as of the date of the Commission’s vote disposing of this
petition, and in support of its petition states:

1. The name, address and telephone number of the petitioner are:

Peoples Gas System

P. O. Box 2562

Tampa, Florida 33601-2562
(813) 228-4111

2. The names and mailing addresses of the persons to whom notices, orders

and correspondence regarding this petition are to be sent are:

Ansley Watson, Jr. Ms. Paula Brown
Macfarlane Ferguson & McMullen Regulatory Affairs

P. O. Box 1531 Peoples Gas System
Tampa, Florida 33601-1531 P. O. Box 2562

Tampa, Florida 33601-2562
3. Peoples is a natural gas local distribution company (“LDC") providing sales

and transportation delivery of natural gas to approximately 320,000 customers throughout
COCUMENT NUMBER -DATE
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most of the State of Florida, and is a public utility subject to the Commission's regulatory
jurisdiction under Chapter 366, Florida Statutes.
BACKGROUND

4, Pursuant to Rule 25-7.054, F.A.C., Peoples’ tariff contains a detailed
statement of rules and regulations governing the extension of mains and services. These
rules describe those extensions that will be made by the Company at no charge to a new
customer, and those that require the customer to pay a construction deposit, or
contribution in aid of construction (“CIAC"), to cover any cost in excess of the maximum
allowable construction cost (“MACC”) (the “Excess Capital Cost”) before the extension of
facilities will be made.

5. In addition, Peoples’ tariff contains provisions for the application of a Main
and Service Extension Amortization (“MSEA”) surcharge to recover the Excess Capital
Cost of an extension of facilities in cases where the collection of a CIAC is not feasible.
Provisions for the MSEA surcharge were approved by the Commission’s Order No. PSC-
95-0161-FOF-GU, issued on February 6, 1995, in Docket No. 941043-GU, and
modifications thereto were approved by Order No. PSC-01-0391-TRF-GU, issued on
February 15, 2001, in Docket No. 001755-GU.

6. The MSEA surcharge may be applied by the Company in cases where the
estimated cost of extending main and service facilities necessary to provide natural gas
service exceeds the MACC (i.e., where there is an Excess Capital Cost), and Peoples
determines in its reasonable discretion that the extension will produce sufficient revenues
to justify the investment and that the person or persons requesting the extension is or are

creditworthy. In cases where the MSEA surcharge is applied, it is payable only by



customers in the area (usually a residential or mixed use development) served by the
extension.

7. Under Peoples’ current tariff provisions, the surcharge is designed to
recover, from those customers served by the extension, revenues sufficient to amortize
the Excess Capital Cost, while yielding the Company’s overall rate of return approved by
the Commission in the Company’s last rate case, over a period not exceeding 10 years.
The recovery is accomplished through the surcharge — an additional per-therm amount
collected from each customer based on the estimated number of customers in the
extension area and the estimated consumption of each such customer. The surcharge is
recalculated on the earlier of the third anniversary of the in-service date of the extension
and the date when 80% of the originally forecast annual consumption is connected.

8. Presently, as previously indicated, the MSEA surcharge is applied as an
additional variable per-therm charge on a customer’s bills after the customer activates
service in the area served by the extended facilities. The surcharge continues to apply to
the consumption of each customer in the area served by the extended facilities until the
earlier of the Company’'s recovery of the Excess Capital Cost, or the end of the
amortization period. That is, if the Excess Capital Cost is recovered before the end of the
amortization period, the surcharge ceases, and if the Excess Capital Cost has not been
recovered as of the end of the amortization period, the Company recovers the remaining
balance thereof from a guarantor.

9. As in the case of an extension where a customer (or customers) elect to
pay any Excess Capital Cost through a CIAC, the MSEA surcharge protects the

Company's other ratepayers from the Company’s making an otherwise non-feasible



extension to provide gas service, but permits the customer(s) requesting service to pay

the Excess capital Cost over a period of time not exceeding 10 years.

RELIEF REQUESTED

10. By this petition, Peoples seeks the Commission’s approval for changes to
permit the recovery of any Excess Capital Cost through the MSEA surcharge on a per-
premise, rather than a per-therm basis, and changing the name of the surcharge to Main
Extension Program (“MEP Charge”).

11.  Rather than dividing the Excess Capital Cost of the extension by the
projected year-by-year therm sales during the amortization period, the Excess Capital
Cost would be divided by the number of active premises projected to be served by the
extended facilities following the in-service date of such facilities, and the result wouid be
divided by the number of months in the amortization period to establish the monthly MEP
Charge. No change is proposed in the current requirement that an amortization period
be no longer than 120 months. The collection would be on a per-premise (or per-
customer bill) per month basis, and the charge would be applied to each premise
activating service through the extended facilities until such time as the Excess Capital
Cost was fully recovered or the amortization period expired. If a premise, having once
initiated gas service, became inactive, the amortization period would be suspended as to
that premise until service was reactivated. [n no case would the MEP Charge be applied
to any premise in the area served by the extension after the Company’s full recovery of
the Excess Capital Cost associated with the extended facilities. As provided currently,
the MEP Charge would be recalculated upon the earlier to occur of (i) the third
anniversary of the in-service date of the extended facilities or (ii) the date on which 80%

of the originally projected number of premises have activated gas service.

4



12. Peoples believes that the proposed changes to the current MSEA
surcharge provisions proposed herein would likely yield more accurate estimates of the
MEP Charge required to recover the Excess Capital Cost because the estimate would
involve only the projected premise count by year, rather than both projected premise
count and therm consumption by year.

13.  More importantly, the capital cost to serve an average residential customer
is the same regardless of differences among the gas consumption or usage of each
customer. Peoples believes that applying the same level of MEP Charge to all residential
customers activating service in an area served by the extended facilities is a more
equitable mechanism for recovering the Company’s investment in distribution plant
(mains, service lines, meters, regulators, etc.) than is the current mechanism based on
therms delivered. In addition, the volumetric surcharge under the current tariff provisions
has the potential to increase a customer’s total bill for months in which the customer’s
consumption is high due to weather. The flat monthly MEP Charge per customer
proposed by this petition would reduce the possible volatility in bill amounts caused by
fluctuating weather conditions.

13. Attached to this petition, and incorporated herein by reference, are revised

tariff sheets showing, in legislative format, the changes for which Peoples seeks the

Commission’s approval.



WHEREFORE, Peoples respectfully requests that the Commission will enter its
order permitting the revised tariff sheets submitted with this petition to become effective
on the date of the Commission's vote disposing of this petition.

Respectfully submitted,

. et eatfoges

Ansley Watson! Jr.

Macfarlane Ferguson & McMullen
P. O. Box 1531

Tampa, Florida 33601-1531
Phone: (813) 273-4321

Fax: (813) 273-4396

E-Mail: aw@macfar.com

Attorneys for Peoples Gas System



Peoples Gas System ThirdSecond Revised Sheet No. 5.000-1

a Division of Tampa Electric Company System Cancels SecondFirst Revised Sheet No.
5.000-1

Original Volume No. 3

INDEX OF RULES AND REGULATIONS (Continued)

ARTICLE SHEET NO.
VL. MAIN AND SERVICE EXTENSIONS
A. Main Extensions 5.601
B. Service Extensions From Existing Mains 5.601-1
C. Relocation of Gas Service Facilities 5.601-21
D. Main and-Service-Extension Amertization-Program SurcCharge 5.601-2
ViIl. FORCE MAJEURE 5.701
VIll. INDEMNITY TO COMPANY 5.801
IX. APPEALS TO THE COMMISSION 5.801
X. TRANSPORTATION SERVICE 5.901
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Issued By: William N. Cantrell, President Effective: January-16.-2003

Issued On: Becember31,-2002
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Peoples Gas System SecondFirst Revised Sheet No. 5.601-2
a Division of Tampa Electric Company Cancels FirstOriginal Sheet No. 5.601-2
Original Volume No. 3

| D.

MAIN AND SERVICE EXTENSIONS (Continued)

MAIN AND SERVICE EXTENSION PROGRAMAMORTIZATION-SURCHARGE

In cases where (i) the estimated actual cost of extending necessary Main and Service
facilities exceeds the MACC; (ii) the Company, in its reasonable discretion, determines that
there is a reasonable likelihood that such extension will produce sufficient revenue to justify
the necessary investment in such facilities; and (iii) the Company determines that the
credit-worthiness of the party or parties requesting the extension is satisfactory to assure
recovery of the additional investment above the MACC, the Company may provide the
facilities subject to a Main and-Serviee -Extension AmertizationProgram SurcCharge
(MSEPA --8ureCharge) as provided on Sheets Nos. 7.101-7 through 7.101-9 of the
Company's tariff. In such cases, in lieu of a Construction Deposit Agreement, the party or
parties requesting an extension subject to the MSEPA SurcCharge may enter into a
guaranty agreement with the Company by which said party or parties shall agree to pay to
the Company any remaining unamortized balance of the amount subject to the MSEPA
Surc Charge at the end of the Amortization Period.

Issued By: William N. Cantrell, President Effective: May-18,-2001
Issued On: April-+7.-2004



Peoples Gas System FourthThird Revised Sheet No. 7.000
a Division of Tampa Electric Company Cancels ThirdSecond Revised Sheet No. 7.000
Original Volume No. 3

INDEX OF RATE SCHEDULES

SHEET NO.
GENERAL APPLICABILITY PROVISIONS:
A. Character of Service 7.101
B. Purchased Gas Adjustment Clause 7.101-1
C. Energy Conservation Cost Recovery Clause 7.101-2
D. Swing Service Charge 7.101-3
E. Transition Cost Recovery Charge 7.101-4
F. Tax and Fee Adjustment Clause 7.101-5
G. Competitive Rate Adjustment Clause 7.101-5
H. Conditions for Transportation of Customer-Owned Gas 7.101-7
l. Main and Service-Extension ProgramAsnertization-Surcharge 7.101-7
RATE SCHEDULES
RESIDENTIAL RATES:
Residential Service (RS) 7.201
GENERAL SERVICE RATES:
Small General Service (SGS) 7.301
General Service - 1 (GS-1) 7.302
General Service - 2 (GS-2) 7.303
General Service - 3 (GS-3) 7.303-2
General Service - 4 (GS-4) 7.303-4
General Service - 5 (GS-5) 7.304
Commercial Street Lighting Service (CSLS) 7.306
SPECIAL FIRM GAS RATES:
Natural Gas Vehicle Service (NGVS) 7.401
Residential Standby Generator Service (RS-SG) 7.402
Commercial Standby Generator Service (CS-SG) 7.403
WHOLESALE RATES:
Wholesale Service - Firm (WHS) 7.501
INTERRUPTIBLE RATES:
Small Interruptible Service (SIS) 7.601
Interruptible Service (IS) 7.603
Interruptible Service - Large Volume (ISLV) 7.605
Contract Interruptible Service (CIS) 7.807
Issued By: William N. Cantrell, President Effective: June 52007

Issued On: April-14.-2007



Peoples Gas System ThirdFourth Revised Sheet No. 7.101-7
a Division of Tampa Electric Company Cancels SecondThird Revised Sheet No. 7.101-7
Original Volume No. 3

GENERAL APPLICABILITY PROVISIONS (Continued)

CONDITIONS FOR TRANSPORTATION OF CUSTOMER-OWNED GAS

Provisions applicable to each Customer which receives individual transportation service
provided by Company (regardless of whether such Customer also purchases Gas from
Company pursuant to a rate schedule providing for sales service) are found in Rider ITS of
this tariff. ~ Provisions applicable to each Customer which receives aggregated
transportation service provided by Company (regardless of whether such Customer also
purchases Gas from Company pursuant to a rate schedule providing for sales service) are
found in Rider NCTS of this tariff.

MAIN AND-SERVICE EXTENSION-AMORTIZATION-SURCHARGE PROGRAM

In cases where the estimated actual cost of extending necessary Main and Service facilities
exceeds the Maximum Allowable Construction Cost (MACC); and where the Company
determines, in its reasonable discretion and in accord with Section VI of the Company's
Rules and Regulations, that there is a reasonable likelihood that an extension of Main or
Service facilities will produce sufficient revenues to justify the necessary investment in such
facilities; and where the Company determines that the creditworthiness of the party or
parties requesting the extension is satisfactory to assure recovery of the additional
investment above the MACC, the Company may provide for the recovery of estimated
actual extension costs in excess of the MACC via a Main and-Service-Extension Program
(MEP _Chargefsertization-Sureharge--(MSEA--Sureharge). In such cases, in lieu of a
Construction Deposit Agreement, the party or parties requesting an extension subject to the
MSEPA ChargeSureharge may enter into a guaranty agreement with the Company by
which said party or parties shall agree to pay to the Company any remaining unamortized
balance of the amount subject to the MSEPA ChargeSurcharge at the end of the
Amortization Period.

Where the MSEPA ChargeSurcharge is applied, the MSEPA SurCcharge shall be paid only
by Customers in the area served by the extended Main-and-Service-facilities for which the
MSEPA ChargeSureharge is levied. The MEPSEA SurCeharge applicable to each such
Customer shall be expressed in dollars eents—per PremiseFherm (as hereinafter defined)
per month and shall be calculated according to the following formula.

Issued By: William N. Cantrell, President Effective: January-16,-2003
Issued On: January-7-2003



Peoples Gas System First Second Revised Sheet No. 7.101-8
a Division of Tampa Electric Company Cancels OriginalFirst Sheet No. 7.101-8

—Original Volume No_ 3

GENERAL APPLICABILITY PROVISIONS (Continued)

MSEPA SwrCeharge = MSEPA Non-fuel Revenue Requirement / Fotal-Nep- «------ ( Formatted: Indent: Left: 1",
Hanging: 2"

Projected Number of PremisesTherm-Censumption-of
Gustomer-s-Rate-Class_/ Number of Months in the
Amortization Period

where the following definitions apply:

“Initial MSEPA SurCeharge” means the additional ratecharge, in dollarseents per
PremiseTherm_per month, to be paid by a Customer for each Premise located in the
specific geographic area-(s) served by the extended Main and Servicefacilities.

MSEPA Non-fuel Revenue Requirement means the non-fuel revenue requirement
necessary to amortize the excess of the cost of the Main and service facilities
extension above the applicable MACC, while yielding the Company's overall rate of
return approved by the Florida Public Service Commission in the Company's last
rate  proceeding before completing—the calculation of the MSEPA
Suralharge } , and taking into account the projected
year-by-year Premise aAdditionsTherm-consumption for all rate classes to be
madeserved through the extension.

Projected Projected-Additional-Number of Premisesstherm-Gonsumption means
the Companys estimate of the tota[ number of new Premisescustome: smmere to be

W|th|n the area(s) served by the extended facilities in_each vear during the

Amomzatlon Perlodm—eaeh—-year—ever—me—Amemzanee—Fleﬁeé —-—Add+t+ena4

Amortization Period means the period, in yea;emonths (not to exceed 120
collected._The Amortization Period shaliﬁuaoolvWihd|V|duallv to each Premise and
shall not exceed 120 Billing _Months.  For the Ppurpose of the MGSEPA eest

Issued By: William N. Cantrell, President Effective: February-6;-2004
Issued On: February 272004



Peoples Gas System First Second Revised Sheet No. 7.101-8
a Division of Tampa Electric Company Cancels OriginalFirst Sheet No. 7.101-8

_Q_u_gj,nal Volume Nao. 3

rsurchargeecovery, a Billing Month shall mean a _month in_which the Company
renders a billing statement to an active Customer Account for the Premise served
by a MSEPA extension of facilities. Ifa-the-event a Premise becomes inactive, the
Amortization Period shall be suspended until the Premise is reactivated. The-MSEA

Upon the earlier of (1) the thirdthird anniversary of the in-service date whenof the
project-facilities-are-placed-in-serviseextension and (2) the date on which 80% of the
originally forecast Premises are annua-lead-s-activatedesnnested, the Company
will reassess the amount of additional revenue required to recover the unamortized

applicable to each rate class. The resulting adjustment of the MSEPA SureCharges
(whether upward or downward) will be applied prospectively over the remainder of
the Amortization Period.

\ _______________________________________________________________________________________________________________ e '{Comment [d1]: Do we want/need a
{ final true-up provision?

Issued By: William N. Cantrell, President Effective: February6,-2004
Issued On: February 272004



Peoples Gas System Original-First Revised Sheet No. 7.101-9

a Division of Tampa Electric Company Cangels Original Sheet No. 7.101:8 .- { Formatted: Font: Bold

—_Original Volume No. 3

GENERAL APPLICABILITY PROVISIONS (Continued)

The Company may enter into a guaranty agreement with the party or parties
requesting the extension, whereby that party or parties, agree to pay to the
Company any unamortized balance remaining at the end of the Amortization period.
The Company's rights under the guaranty agreement will not be considered when
calculating the applicable MSEPA SuseCharges.

If Premise connectionsGas—consumption develops more rapidly than anticipated in the
calculation of the MSEPA SwrCcharges, additional net base rate revenues (i.e., customer
charges and distribution charges) shall be applied to reduce the remaining principal
balance of the amount being amortized. If the principal balance is fully amortized before
the Amortization Period ends, the MSEPA SurcCharges for the specific area shall terminate
immediately, and any over-collections shall be promptly credited to the affected Customers.
If Premise Additions Gas-consumption-over the Amortization Period is insufficient to fully
amortize the principal amount being amortized, then the party or parties requesting the
extension shall pay to the Company the remaining amount due pursuant to the guaranty
agreement referenced above.

Issued By: William N. Cantrell, President Effective: February-6,-2604
Issued On: EFebruary27-2004



