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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

PREPARED DIRECT TESTIMONY 

OF 

MICHAEL A . PALECKI 

PLEASE STATE YOUR NAME AND BUSINESS ADDRESS. 

• ORIGINAL 
l'll£ COPI' 

My name is Michael A. Patacki. My business address Is 966 E. 26th Street, 

Hialeah, FL 33013-3498. 

BY WHOM YOU ARE EMPLOYED, AND IN WHAT CAPACITY. 

1 am currently employed by NUl Corporation (NUll as Vice President of 

Regulatory AHairs, for its Southern Division, which includes City Gas Company 

of Florida ("City Gas" or " the Company"). The Southern Division also includes 

the North Carolina, Maryland, New York and Pennsylvania operations of NUl 

Corporation. I have held this position since September, 1995. 

PLEASE DESCRIBE ' tOUR PRIOR UTILITY RELATED EXPERIENCE. 

From May 1989 to August 1996, 11 was employed with the Division of Legal 

Services of the Florida Public Service Commission. I was init ially employed as a 

Staff Attorney. In 1990 I was promoted to the position of Chief of the Bureau 

of Electric and Gas of the Commission Division of Legal Services. As Chief of 

the Bureau of Electric and Gas, I participated and supervised attomeys In 

dt)ckets concerning utility rates, cogeneration, conservation, competit ion, 

consumer issues power plant need, and territorial disputes. My experience in 

utility regulation with the Florida Public Service Commission has given me the 

knowledge and skills necessary to present this testimony. 

PLEASE DESCRIBE YOUR EDUCATIONAL BACKGROUND. 

OOCUMEN1 tiUMBER-DATE 

0 0 4 7 8 JAN 16 :g 
F'PSC-RECOROS/REPORTIHG 



2 

3 

4 

.s 

6 

7 

a 

9 

10 

II 

12 

13 

14 

IS 

16 

17 

18 

19 

zo 

21 

:!2 

::!3 

24 

2S 

l. 

A. 

a. 

A . 

a. 

A. 

a. 

A. 

a. 

A. 

. . . 

1 received a Bachelor of Arts degree In Communications from the State 

University of New York at Geneseo in 1973 and a Juris D<>ctor degree from 

Stetson University College of Law, in 1976. 

HAVE YOU PRESENTED TESTIMONY TO THIS COMMISSION? 

No. Although I have appeared as an anorney on many occasions before th1s 

Commission, and have drafted testimony that has been filed with this 

Commission, this is the first time I have presented testimony. 

MR. PALECKI, WHAT IS THE PURPOSE OF YOUR TESTIMONY? 

The purpose of my testimony is to present the revised estimate of the 

Company's projection of gas costs for the period October, 1996 through March, 

1996. I will descrabe generally the Company' s projection of gas costs and the 

development of the mallimum rate to be charged to customers for the period 

April , 1996 through March 1997. 

HAS THE COMPANY PREPARED THE FORMS AS PRESCRIBED BY THIS 

COMMISSION FOR THIS PURPOSE. 

Yes. The forms prescribed by the Commission are b'ing filed at this t imo. 

Copies are attached to my test imony. 

CAN YOU EXPLAIN THE PROJECTION METHODOLOGY? 

Yes. Under this methodology, which was adopted by Order No. PSC·93-Q708· 

FOF·GU of this Commiss1on on May 10, 1993, gas compan'es are to project 

their gas costs each twelve months for the ensuing twelve-month period ending 

In March. A rate per therm Is developed for the weighted average cost o f gas 

IWACOGI. This rate, based on the average of the wlntar and summer seasons 

would lead to over or underrecoveries of gas costa In the two seasons. This 

problem Is mitigated by establishing a ma•lmum levelized purchased gas f11ctor 
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underrecovery in that seaaon. The Company Is then able to nex downward In the 

summer In order to match market conditions and eliminate the potential for a large 

overrecovery for the reminder of the period. 

WHAT IF THE ACTUAL COST EXCEEDS THE MAXJMUM RATE AS 

PROJECTED? 

If re-projected gas costa for the remaining period exceed projected recoveries by at 

least 10% for the twelve-month period, a mid-course correction may formally be 

requested by the Company. 

WHAT HAPPENS TO THE DIFFERENCES THAT RESULT FROM 

MISESTIMATES, THAT IS, THE MISMATCHES BETWEEN ACTUAL AND 

ESTIMATED COSTS? 

The forms lake this into consideration. Form E-2 calculates the projected 

differences using estimated figures, and form E-4 calculates the final 11\Je-up using 

actual figures. These differences are flowed back to customer• through the 11\Je-up 

factor Included In gas costs blUed In the subsequent twelve-month period. 

ARE ANY FGT RATE CHANGES PROPOSED WHICH ARE REFLECTED I~ 1'HIS 

FILING? 

No. Although Florida Gas Transmission Is required to file a rate case by August 30, 

1996, they have been unable at this earty date to provide any meaningful estimate 

of the precise date on which the case will be flied or the potential rate Impact. If the 

case is not filed until the outside date of August 30, the retes will likely bC' 

suepended until March. 1997, the last month of the PGA pertod. Therefore, we do 

not include any adjustment for the FGT rata case, since we do not expect the 

impact to be material during the PGA period. 

3 
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CAN YOU SUMMARIZE THE CONTENT& OP TH SCHeDULeS SUBMITTED AS 

PART OF THIS FlUNG? 

Yes. For the projected period Apr11, 1000 thtOUOh March, 1997, we estimate that 

gas purchases for resale wUI be 

with a resulting WACOG of 39.481 c:ontl per lheml (~(Oft the application of the 

true-up factor and the regulatoty a11011111trll ftt), Tht difference between the 

estimated actual and actual tru•up tor lht pl1or p;trtod Apnl, 1994 through March, 

1995 is an overrecovery of $48,056. Tnt ptoj~ltd llu•up for the cumtnt period 

Apnl, 1995 through March, 1998 11 an und.,rtCOvtry or 1199,133. The total true-up 

as shown on Schedule E-4 Is an undtrrtOOVIIY or S153,0n for • ltue-up factor of 

0.180 cents per therm that would be epplltd during lht projected period. This true

up factor increses the g,s cost factor ctunno tht Apnl, 1996 throogh Match, 1997 

period, to 39.661 cents per therm (botor. t111 rogulttory aaoe11ment fee). With the 

regulatory assas.ment fee added, tht POA factor II 39 810 cenl.l per therm based 

on the average of the winter and aummor lllltOnl City Gas however hal chosen 

to establish a maximum levellzecl purehaltU gtl ftctor baaed on the Company's 

expeaed winter cost of gas as followa 

Wfntor AvOIIQO 

TotaJ Cost (Une 11) 

Tc.!eJ Therm Sales (Line 27) 

c1112n 

True-up 

Before Regulatory Alltll, 

Revenue Tax Factor 

Purchased Gas Factor 

119,118,553 

48,688,325 

$041848 

0 .00180 

042026 

1.00376 

$0.42184 
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A. 

As shown above. the maximum levell.ted purchased gas factor based on the 

Company's expected winter cost of gas Is 42.02e cents per thenn before the 

regulatory assessment fee, and 42.184 centl per therm after the reQulatory 

assessment fee. This Is the maxgnum go,a.cost factor that City Gas m\Y charge ~ 

customers for the period April, 1996 through March, 1997. 

DOES THIS CONCLUDE YOUR TESTIMONY? 

Yes, it does. 
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COMPM FINAL FUEL OVER/UNDER RECOVERY SCHEDUlE A- 7 

CITY GAS CO. OF FLORIDA (REVISED 8/19/93) 

FOR THE PERIOD: APRIL 94 Ttvough MARCH 95 

F===============-~~~~-============---- -
1 TOTAL ACTUAL FUEL COST FOR THE PERIOD 04/94 - 03195 

2 TOTAL ACTUAL FUEL REVENUES FOR TI-E PERIOD 04/94 - 03195 

3 ACTUAL OVEAIUNOER RECOVERY FOR 1l£ PERIOD (2 - 1) 

4 INTEREST PROVISION FOR THE PERIOD 04194 - 03195 

4 a FGT REFUND 

5 ACTUAL OVEAIUNDER RECOVERY FOR n£ PERIOD ( 3+4 +4a) 

6 LESS: ESTIMATED/ACTUAL OVER/UNDER RECOVERY 

FOR THE PERIOD APRIL 1994 Ttrough MARCH 1995 E- 4 Line 4 Col.4 

(From Schedue E- 2) WHICH WAS INCLUI::tD IN 1l£ 

CURRENT PERIOD (APRIL 1995 - MARCH 1996) 

7 ANAL FUEL OVER/UNDER RECOVERY 

TO BE INCLUDED IN THE PROJECTED 

APRIL 1996 Ttrou h MARCH 1997 PERIOD ~- 6) 

$21,385,4~ 

_$2~?~1.946 

$396,507 

$3,026 

$1.250,123 

$1 ,204,067 

i.---~$46,056 
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