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ORIGINAL

BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION
PREPARED DIRECT TESTIMONY
OF

RAYMOND A. DEMOINE

PLEASE STATE YOUR NAME AND BUSINESS ADDRESS.

My name is Raymond A. DeMoine. My business address is One
Elizabethtown Plaza, Union, New Jersey 07083

BY WHOM ARE YOU EMPLOYED, AND IN WHAT CAPACITY.

| am currently employed as Director of Rates and Compliance for NUI
Corporation which includes the Florida operating division, NUI City
Gas Company of Florida.

PLEASE DESCRIBE YOUR PRIOR UTILITY RELATED
EXPERIENCE.

Upon graduation from Rider College in 1983, | was employed by the
State of New Jersey as an Auditor/investigator with the Division of
Criminal Justice. | audited various types of business entities, primarily
for the detection of fraud. In December, 1986, | accepted a
professional staff position with the certified public accounting firm of
Arthur Young (now Ernst and Young), a worldwide accounting and
consulting firm. My experience with this public accounting firm
included auditing and consulting engagements on a variety of entities

and exposure to varied accounting systems.
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In July, 1989, | was hired as Adminisirator of External Reporting
by Elizabethtown Gas Company. In that role, | was responsitie for
the coordination of the Accounting Department's efforts in all
regulatory proceedings.

In March, 19895, | was promoted to Manager of Regulatory
Affairs in the Company's Rate Department. In July, 1995, | assumed
additional responsibility as Manager of Rates and Regulatory Affairs.
In November, 1996, | was promoted to Director.

PLEASE DESCRIBE YOUR EDUCATIONAL BACKGROUND.

| received a Bachelor of Science in Commerce degree. with a major in
Accounting, from Rider ‘College in June, 1983. In June, 1990, |
received a Master of Business Administration degree from Rider
College. | am a Certified Public Accountant in the State of New
Jersey, a member of the American Institute of Certified Public
Accountants, and a member of the New Jersey State Socicty of
Certified Public Accountants.

MR. DeMOINE, WHAT 1S THE PURPOSE OF YOUR TESTIMONY?
The purpose of my testimony is to present the revised estimale of the
Company's projection of gas costs for the period September 199E
through December 1998. | will describe. generally, the Company's
projection of gas costs and the development of the maximum rate to
be charged to customers for the period January 1989 througn

December 1986,



10
1"
12
13
14
15
16
17
18
19
20

21

HAS THE COMPANY PREPARED THE FORMS AS PRESCRIBED
BY THE COMMISSION FOR THIS PURPOSE?

Yes. The forms prescribed by the Commission are being filed at this
time. Copies are attached to my testimony

CAN YOU EXPLAIN THE PROJECTION METHODOLOGY?

Yes. Under this methodology, which was adopted by Order No. PSC-
93-0708-FOF-GU of this Commission on May 10, 1993 and modified in
Docket No. 980269-PU on June 10, 1988 gas compames are to
project their gas costs each twelve months for the ensuing twelve
month period ending in December. A per therm rate is developed for
the weighted average cost of gas (WACOG). This rate. based on the
average of the winter and summer seasons, would lead to over or
under-recoveries of gas costs in the two seasons. This problem is
mitigated by establishing a maximum levelized purchased gas factor
based on the Company's expected winter cost of gas, thereby
eliminating a large under-recovery in that season. The Company is
then able to fiex downward in the summer in order to match market
conditions and eliminate the potential for a large over-recovery for the

remainder of the period.
WHAT IF THE ACTUAL COST EXCEEDS THE MAXIMUM RATE AS

PROJECTED?
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If re-projected gas costs for the remaining perod 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
ESTIMATED AND ACTUAL COSTS?

The forms take this into consideration. Form E-2 calculates the
projected differences using estimated figures, and form E-4 calculates
the final true-up using actual figures. These differences are flowed
back to customers through the true-up factor included in gas costs
billed in the subsequent twelve month period.

ARE ANY FGT RATE CHANGES PROPOSED WHICH ARE
REFLECTED IN THIS FILING?

No.

CAN YOU SUMMARIZE THE CONTENTS OF THE SCHEDULES
SUBMITTED AS PART OF THIS FILING?

Yes. For the projected period, January 1999 through December 1998,
we estimate the gas purchases for resale wili be 63,364,924 therms at
a total cost of $28,522,114, with a resulting WACOG of 45.012 cents
per therm (before the application of the true-up factor and the
regulatory assessment fee). The difference between the estimated
actual and actual true-up for the prior period, April 1987 through March

1998, is an over-recovery of $1,706,048. The projected true-up for the
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current period, April 1998 through December 1898 is an under-
recovery of $73,153. The total true-up as shown on Schedule E-4 's
an over-recovery of $1,632,896 for a true-up factor of negative 2.577
cents per therm that would be applied during the projected period
This true-up factor decreases the gas cost factor duning the January
1999 through December 1999 period to 42.435 cents per therm
(before the regulatory assessment fee). With the regulatory
assessment fee added, the PGA factor is 42.595 cents per therm
based on the average of the winter and summer seasons. City Gas,
however, has chosen to establish a maximum levelized purchased gas

factor based on the Company’s expected winter cost of gas as follows:

Winter Average
Total Cost (Line 11) $16,691,235
Total Therm Sales (Line 27) 34 424 496
(Line 11/ Line 27) $0.4B487
True-up $(0.02577)
Before Regulatory Assessment $0.45910
Revenue Tax Factor 1.00376
Purchased Gas Factor $0.46082

As shown above, the maximum levelized purchased gas factor based
on the Company's expected winter cost of gas is 45910 cents per

therm before the regulatory assessmenl fee. This is the maximum




gas cost factor that City Gas may charge i*s customers for the penod
January 1999 through December 1999.

DOES THIS CONCLUDE YOUR TESTIMONY?

Yes, it does.
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[COMPANY: NUI CITY GAS COMPANY OF FLORIDA

CALCULATION OF TRUE-UP AMOUNT

LINE 4 COLUMN (1) SAME AS LINE 8 SCHEDULE (A-T)
LINE 2 COLUMN (4) SAME AS LINE 7 SCHEDULE {E-2)
LINE 3 COLUMM (4] SAME AS LINE 8 SCHEDULE (E-2)

SCHEDULE E<4
PROJECTED PERIOD TRANSITION
(REVISED 10/9/98)
ELUTIMATED FOR THE PROJECTED PERIOD: JANUARY 89 Through DECEMBER 98
PRIOR PERIOD APRIL 97 - MARCH 58 CURRENT PERIOD
APRSE - DECSS
i [FJ] i3 [0] 15)
EWGHT MONTHS ACTUAL Col(2)-Cal(1) FIVE MONTHS ACTIUAL Col(J+Cokid)
PLUS FOUR ACTUAL PLUS FOUR MONTHS TOTAL
MONTHS REVISED ESTIMATE DiF ‘ERENCE REVISED ESTIMATE TRUE-UP

1 TOTAL THERM SALES 3 E-2 Line & $30.125.025 A2 Line & $29.719,162 (9505 B43) E-2Line 6 $17.087 430 $15.481 547
7 TRUE-UP PROVISION FOR THIS PERIOD

OVER (UNDLR) COLLECTION E-2 Lne 7 {51,640, 35%) Al Line 7 $37 433 $1.677 952 E-2Lne? (3185,414) $1.452514
3 INTEREST PROVISION FOR THIS PERIO E-2 Line 8 $16.993 A-2 Line 8 §45 089 $28.095 E-2Lme 8 $120.745 $148 842
2 (a) TRUE JP COLLECTED (OR REFUNDED) E-2Lne 5 (38 484) (58 484,

JAM §5 - MAR T3
4 END OF BIRIOD TOTAL NET TRUE-UP  L2+L3+L1a (51,623 366) $82 622 $1.706 048 ($T2.153) $1.632 895

NOTE: EIGHT MONTHS ACTUAL FOUR MONTHS REVISED ESTIMATE DATA OBTAINED FROM SCHEDULE (E-2)

COLUMN (1) DATA OBTAINED FROM SCHEDULE (E-2) TOTAL TRUE-UP DOLLARS $1532 896 equals 002577 $Them

COL"AMM (2] DATA OBTAINED FROM SCHEDULE (A-2) PROJECTED THERM SALES 63,364 324 {2 51T}

LI*E 4 COLUMN (3) SAME AS LINE 7 SCHEDULE (A-T) Cents Per Therm True-Up
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