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Case Background

On February 1, 2019, Florida Public Utilities Company (FPUC) and Florida Public Utilities
Company — Fort Meade (FPUC — Fort Meade) (jointly, companies) filed a petition for approval
of revised transportation imbalance tariffs. The imbalance tariffs apply to pool managers who are

responsible for purchasing natural gas for the companies’ transportation customers.

During the review process of the petition, staff issued a data request to the companies for which
the responses were received on March 8, 2019. On March 14, 2019, the companies filed certain
minor corrections to the proposed tariffs. The corrected tariff pages for FPUC are contained in
Attachment 1 and the corrected tariff pages for FPUC — Fort Meade are contained in Attachment
2 to this recommendation. The petitioners provided a letter waiving the 60-day file and suspend
provision of Section 366.06(3), Florida Statutes (F.S.). The Commission has jurisdiction over

this matter pursuant to Sections 366.03, 366.04, 366.05, and 366.06, F.S.
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Discussion of Issues

Issue 1: Should the Commission approve FPUC and FPUC - Fort Meade’s revised
transportation imbalance tariffs as contained in Attachments 1 and 2 to this reccommendation?

Recommendation: Yes, the Commission should approve FPUC and FPUC - Fort Meade’s
revised transportation imbalance tariffs as contained in Attachments 1 and 2 to this
recommendation. The proposed revisions are designed to act as a deterrent for long monthly
imbalances, provide benefits to sales customers, and are consistent with the Florida Division of
Chesapeake Utilities Corporation’s imbalance tariffs. The revised tariffs should become effective
on April 2, 2019. (Guffey, Merryday)

Staff Analysis: The companies proposed to revise their methodology for calculating billing
adjustments to pool managers for monthly imbalances. Specifically, the companies proposed to
modify the imbalance cash-out tiers and associated cash-out rates. Imbalances occur when the
amount of natural gas delivered by a pool manager and the amount of natural gas consumed by
transportation customers varies.

Background

Rule 25-7.0335, Florida Administrative Code, (F.A.C.), requires local distribution companies
(LDCs), such as FPUC and FPUC — Fort Meade, to make gas transportation service available to
non-residential customers. Transportation service is a voluntary program that allows customers
to use a pool manager, or third party marketer or shipper, rather than the LDC to meet their
natural gas requirements. In a transportation service environment, the LDC only transports
natural gas from the gate station (delivery point at which natural gas is transferred from the
interstate pipeline to the LDC’s distribution system) to the transportation customer’s meter.
Customers who purchase their natural gas from the LDC are referred to as sales customers.

Both FPUC and FPUC - Fort Meade function as traditional LDCs providing gas service for sales
customers and provide optional transportation service as required by Rule 25-7.0335, F.A.C.
There are currently 13 pool managers qualified to serve FPUC and FPUC - Fort Meade’s
transportation customers in aggregated customer pools. The transportation customers pay the
pool manager’s charges for natural gas and are not subject to the companies’ Commission-
approved Purchased Gas Adjustment (PGA) rates, whereas sales customers are subject to PGA
rates. The Commission does not approve or review the natural gas prices the pool managers
offer.

Current Imbalance Tariffs

Gas is delivered by the pool managers to the LDC’s gate station at a constant level daily even
though transportation customers’ daily therm usage varies, creating negative or positive
imbalances. At the end of each month, the companies calculate each pool manager’s imbalance
level by aggregating customer usage in their pool and comparing it to the pool manager’s natural
gas deliveries.

! FPUC currently has 2,369 transportation customers and 58,733 sales customers while FPUC-Fort Meade currently
has 7 transportation customers and 584 sales customers.
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A negative (short) imbalance results when the gas consumption of a transportation customer pool
exceeds what the pool manager delivered that month; therefore, the companies sell natural gas to
the pool manager. A positive (long) imbalance results when more natural gas was delivered than
was needed for the transportation customers; therefore, the companies purchase the excess gas
delivered by the pool manager. To calculate invoices to pool managers for a long imbalance or
amounts due to the companies for a short imbalance, the amount (in therms) of the long or short
imbalance is multiplied by the applicable imbalance tier. The resulting amount is then multiplied
by the PGA rate, i.e., cash-out rate. The proposed revisions to the companies’ tariff provisions
that contain the imbalance tiers and cash-out rates are discussed in detail below.

Proposed Revisions to Imbalance Tariffs
Imbalance Tiers

The companies explained that the current imbalance tiers are very broad. The imbalance tiers
represent the difference, expressed as a percentage, between the natural gas quantity delivered
(in therms) by the pool manager and the natural gas consumed (in therms) by the transportation
customers. As shown in Table 1-1 below, the first tier is from zero to 20 percent; therefore, if a
pool manager delivers between zero and 20 percent more natural gas than what is consumed, the
companies must pay the pool manager the full PGA rate for the excess gas delivered. The next
tier, 20 percent to 40 percent, provides for a payment of a long position at 90 percent of the PGA
rate. Similar calculations are used to determine payment amounts to or from pool managers
depending on position and tier.

Table 1-1
Current Imbalance Tiers
Imbalance Tiers Short Factor Long Factor
Lower Upper

0% 20% 1.00 1.00
20% 40% 1.10 0.90
40% 60% 1.20 0.80
60% 80% 1.30 0.70
Greater than 80% 1.40 0.60

Source: Docket No. 20190036-GU petition

The companies proposed to revise the imbalance tiers as shown in Table 1-2 below. As
Table 1-2 demonstrates, the proposed imbalance tiers only provide a 100 percent payout for a
long position from zero to five percent.
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Table 1-2
Proposed Imbalance Tiers
Imbalance Tiers Short Factor Long Factor
Lower Upper
0% 5% 1.00 1.00
5% 20% 1.10 0.90
Greater than 20% 1.20 0.80

Source: Docket No. 20190036-GU petition

Cash-out Rate for Monthly Imbalance Amounts
The companies’ second revision is to change the cash-out rate for monthly imbalance amounts as
shown in the proposed tariffs. Instead of the PGA rate, the companies proposed to use market-
based natural gas cash-out rates as reported in the Platts Gas Daily and published interstate
pipeline capacity charges. The Platts Gas Daily provides natural gas commodity prices in various
areas of the US natural gas market.

The companies assert that proposed cash-out rates are indicative of the natural gas prices in the
market. The PGA rate is typically higher than market based natural gas prices as it includes
interstate and intrastate pipeline demand charges for all the capacity the companies need to hold
to serve their sales customers and costs related to the companies’ purchase gas function.

To support their petition, the companies explained that over the last three years, payments to
pool managers have increased. In response to staff’s data request, the companies provided
monthly imbalance quantities. The monthly imbalance quantities (in therms) show that for the
period January 2015 through December 2018, the net total of each pool manager’s monthly
imbalance was a long imbalance, i.e., the pool managers delivered excess natural gas. Therefore,
the companies made the following annual payments to pool managers for excess natural gas
delivered: $2.1M (2015), $2.8M (2016), $4.9M (2017), and $3.5M (2018). These payments to
pool managers are included in the calculation of the PGA rate. The companies assert that the
proposed lower cash out rates should provide a price signal to pool managers to not overschedule
natural gas deliveries. A reduction in the payment amounts to pool managers for long imbalances
will provide downward pressure on the PGA rate benefitting the sales customers.

The companies assert that the long positions are an indication that some pool managers may
intentionally purchase more natural gas in the market than the amount needed to serve their
customer pool in order to sell the excess (long) gas quantity back to the companies at the PGA
rate. The companies explained that any excess natural gas purchased from the pool managers
either is used by the sales customers or sold to an interstate pipeline. Any revenue received from
an interstate pipeline is credited to the PGA charge; however, the interstate pipeline’s cash-out
rates are typically based on the New York Mercantile Exchange, which is less than the
companies’ PGA rates.

Conclusion

The proposed revisions are intended as a deterrent to long monthly imbalances and provide
benefits to sales customers. Furthermore, the proposed revisions are consistent with Florida
Division of Chesapeake Utilities Corporation’s (Chesapeake) current Commission-approved
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imbalance tariffs. FPUC is a wholly-owned subsidiary of Chesapeake Utilities Corporation
which is headquartered in Dover, Delaware. Chesapeake is an operating division of Chesapeake
Utilities Corporation. The companies expressed a desire to have consistent tariff provisions
across their Florida business units.

The companies stated that they have communicated with the pool managers about the proposed
revisions and that the pool managers have been supportive. Staff recommends that the
Commission approve FPUC and FPUC - Fort Meade’s tariff modifications as shown in
Attachments 1 and 2 to this recommendation. The revised tariffs should become effective on
April 2, 2019.
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Issue 2: Should this docket be closed?

Recommendation: If Issue 1 is approved and a protest is filed within 21 days of the issuance
of the order, the tariffs should remain in effect, with any revenues held subject to refund, pending
resolution of the protest. If no timely protest is filed, this docket should be closed upon the
issuance of a consummating order. (Nieves)

Staff Analysis: 1f Issue 1 is approved and a protest is filed within 21 days of the issuance of
the order, the tariffs should remain in effect, with any revenues held subject to refund, pending
resolution of the protest. If no timely protest is filed, this docket should be closed upon the
issuance of a consummating order.
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Florida Public Utilities Company

F.P.S.C. Gas Tariff Fourth Third Revised Sheet No. 35.2
Third Revised Volume No. 1 Cancels Second Third Revised Sheet No. 35.2
BILLING ADJUSTMENTS

In addition, Company will credit Pool Manager for the variance between Pool Manager's Daily
Delivery Requirement and the sum of the Daily Delivery Quantity for each Customer being served by
Pool Manager. This variance will be referred to as Pool Manager Monthly Delivery Variance.
Company shall retain all gas supplies resulting from a Pool Manager Monthly Delivery Variance and
credit Pool Manager in accordance with the Imbalance Billing Adjustmems — Pool Manager section of
this tariff. .

Imbalance Billing Adjus —Rate

The following language details the methodology of calculating billing adjustments for Pool
Manager Imbalances. All prices will be adjusted to reflect dollars per therm and will be rounded to
five decimal places ($0.60000).

A. - Pool Manager Short Imbalance and Pool Manager Long Imbalance
Invoices to Pool Manager for Pool Manager Short Tmbalances and Poal Manager Long
Imbalances will be computed usmg the following methorlology Mees-mll-be-besed

m _mmggummm
ool r Imbalanc ) e Company shall sel to

anager su | lance i r th h “ "

I e Sur i) the highest we gverage : )
i acale d nth) of the “Daily pri * for Ga; sted under he
“Mi for ¢ e 1", “Florida Gas, zone 2" or “Florid

s, zone 3", as reporte r the Month in which the negative
ool Mai Imbalance Level quantil i multipli h icabl
factor set elow;

Issued by: *TF-English Kevin Webber, President &-CEO Effective:
November--8;2004
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Tlorida Public Utilities Company

F.P.S.C. Gas Tariff Fourth Third Revised Sheet No. 35.2
Third Revised Yolume No. | Cancels Second Third Revised Sheet No. 35.2
ImbalanceLevel _ Faclor
0%10 5% 1.00
Greater than 5% to 20% 1.10
Greater than 20% 1.20
and (ji Gulfstrea ral Gas System capacity rat erm for 6%
im i s it may change from time to time) plus the
FTS-1 usage rate per therm (inclusive of all applicabl arges

The total amount due to the Company shall be the product of the Unit Price and the

short monthly imbalance,

(2) Pool Manager Lo lan
If the Pool Manager Imbalance Level is long, the Company shall purchase from

Pgol such monthly imbalance quanlity at a price e “Uni
Price™ calcul taking the sum of (i) the lowest wee 3 h
Friday is within the calendar month) of the “Daily price survey” for Gas posted
unde “Midpoint” column for “Flori zone 1", “Florid * or
“Florida Gas, zone 3", as reported in Platts Gas Daily. for the Month in which the
ositive Pool Manage; ntity was d, multiplied by the
applicable factor set fi low;

(Continued to Sheet No, 35.3)

Issucd by: +T-English Kevin Webber, President &-GEO Effectivo:
Nevember-18;2004 .
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Flortda Pubtic Utillties Company

I';:?UCJ Qas Tarill FwontiothTwenty-fest Revised Shoet
"I{'I:"rgsﬁjniud Yolume No. | Cencels TwenticthMiastesnth Rovised Sheet
BILLING ADJUSTMENTS
! (Continued from Shect Na. 35.2) -

weeve{ Indwnt; Left; 1.5

The bill for ges or transportation service supplicd to a Customer in any Billing Period shell b

adjustcd a3 follows:

E:wcpl as otherwlse provided hescin, cach rute schedule shall be i I or d | to the nearest
$0.0000) niultiplicd by the tax fuctor of 1.00S03 for each Therm of consumption or transportation lo
recover Ihe conscrvation related expenditures by the Company. The Company shall record both
projected and actunl expenses and revenues ossocisted wlith Ihe implementaton of the Company's
Eucrgy Conservation Plan as authorized by the Commission.  The procedure for the review, approval,
recovery und recording of such costs and revenues is set forth in the Commission Rute 25.17.018,

FAC.
The cost recavery factors for the period from the first billing cycle far January 2019 through
the lest billing cycle for December 2019 avre as follows:
Rate Class Recovery Factor
Rate Schedule RS 7.369 “cents per therm
Rate Schedule RS-GS 7.369  ceals per therm
Rete Schedule GS-1 4,462  cents per therm
Rate Schedule GS-2 3451 cents per therm
Rate Schedule CS-GS 4,462 cents per therm
Rate Schcdule QgsTS-1 4462  cents per therm
Rate Schedule GSTS-2 3451  cents per therm
Rate Schedule LVS 2.874  cents per therm
Rate Schedule LVTS 2,874 cents per therm
Rate Scheduic NOV 1.252  cenis per therm
Rate Schedute NGVTS 1,252 cents per therm

(Continued to Shect No. 35.4)
| lssucd by: Jeffey-HowsshuldesKovin Webber, President BiTeciive: JAN-DI-2048
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Florida Public Utilities Company-Fort Meade
F.P.8.C. Gas Tariff First Revised Sheet No. 61
Original Volume No, 1 Cancels Original Sheet No. 61
BILLING ADJUSTMENTS

Im d| v = &)
The following language details the methodology of calculating billing adjustments for
Pool Manager Imbalances. All priccs will be adjusted to reflect dollars per therm and will
be rounded to five decimal places ($0.00000).
A, op] Manager Shart Imbalance P Loj b e
Invaices to Pool Meanager for Pool Manager Short Imbalances and Pool Menager
Long Imbalances will he computed using the following methodology. §
will-be-bas f-the—totPaH i5-Purshased-Gas-Cost-Recove aotor—{" R4)in
as-follows:
Rool-Manager—imbalance—Leovel Short Long
Raetor —Raactor
Lowen Upper
8% 20% 480 +00
20% 40% 110 0:90
40% 603% +20 030
60% 80% 1:30 070
Greater-than-30% +49 0:60
Quantity—for-all-Gustomers-boing-served-by-Reol-Managor
(1) Pool Menager Short Imbal
If the Pool Manager Imb evel i o
Manager such monthly imbalance quantity at a price per therm (the “Uni e’
calculated by taking the sum of (i) the highest weekly average (weeks wi rida
is within the calendar month) of the “Daily price survey” for Gas posted unge.[ the
“Midpoint” column for “Florida Gas, zone 1", “Florida Gas, zone 2" or “Florida
| Issucd By: doffyr-HousohelderKevin Webber, President Effective: DEG-03,2043

(Continued from Sheet No. 60)

In addition, Company will credit Pool Manager for the veriance between Pool Manager's
Daily Delivery Requirement and the sum of the Daily Delivery Quantity for each Customer
being served by Pool Manager. This varlance will be referred to as Pool Manager Monthly
Delivery Veriance. Company shall retain oll gas supplics resulting from & Pool Menager Monthly
Delivery Variance and credit Poo] Manager In accordence with the Imbalance Billing
Adjustmenis — Pool Manager section of this ariff.

Attachment 2 — FPUC - Fort Meade
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Ftorida Public Utllities Compeny-Fort Meade

F.P.8.C. Gas Tariff First Revised Sheet No. 61

Original Volume No., | Cancels Original Sheet No. 61

asyzoned-asreported-in-Rlatis-Gay-Patly-for-the-Month-in-whish-the-negative
i

Pool M anager Imbalance Level glgmigx was incurred, multiplied by the applicable

fe orth below:
Imbalance Level Factor
0% 10 5% 1.00
Greater than 5% to 20% 1.10
Qreater than 20% 2

and (ii) the Guifstream Natura Gas System capacity rate per Therm far 6%
maximum hourly flow tariff rate (as It may change from time to time) plug the FGT

-1 usage rate per therm (inclusiv i harges

The total unt due to the Compa 1 ct of the Unit Pri e

short monthly jmbalance,

(Continued to Sheet No,
621.1)

| lssued By: Joffry-HouseholderKevin Webber, President Effective: BEC-03,2043
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Elorida Public Utilitics Company-Fort Meade
E.2.8.C. Gas Tariff

Original Volume No. | Original_Sheet No. 61.1

G ADJ ENT

) (Continued from Sheet No. 61)
(2) Pool Managa;' Long Imbalance

the Pool Level is long, the Company shall purchese fro

Manager such monthly imbala uanti rice per the e “Unit Price”
caleulated by taki the sum of (i) the lowest week| rage (weel h d i
within the calendar month) of the “Daily price survey” for Gas posted under the
“Midpoint” col or “Florida Gas, zone 1", “Flotida zone 2 or “Florida G
zone 3", as reported in Platts Gas Daily, for the Month in which the positive Poo}
Manager Imbalance Leye] quantity was jne; Itiplie icable fac
forth below:
Imbalancelevel __ Fuetor
0% 10 5% 1.00

er than 5% % 0.90

ter tha 0.80

The total amount due to the Pool Manager shall be the product of the Unit Price and the
long monthly imbalance,

(Continued to Sheet No. 62)
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