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Please state your names, affiliations, business addresses and summarize your 

academic backgrounds and professional experiences. 

Donald E. Kitner - General Manager of Central Florida for Florida Public 

Utilities Company (FPU). My business office is 450 S. Hwy 17-92, DeBary, 

Florida 32713. In June of 1971 I began working with Equitable Gas Company in 

Pittsburgh, Pennsylvania and left in February 1990 while in the position of 

Supervisor of Construction and Maintenance. I was involved in budgeting, 

construction operations and maintenance activities while at Equitable Gas 

Company. I joined FPU in February 1990 as Installation & Maintenance 

Superintendent in the West Palm Beach Division and received my Bachelor of 

Human Resource Management in 1992 from Palm Beach Atlantic College. In 

January 1997 I assumed the position of General Manager of FPU’s Central 

Florida Division. My work experience at FPU includes all aspects of budgeting, 

customer service, engineering, construction, marketing, operations and 

maintenance in the Central Florida Division. I filed testimony in Docket 

No.040216-GU, the last rate case proceeding for the Company. 

Doreen Cox - Financial Analyst with Florida Public Utilities Company. My 

business address is 401 South Dixie Highway, West Palm Beach, Florida, 33401. 

I received a Bachelor of Science Degree in Management from the University of 

West Indies in 1979, with a concentration in Accounting. In 1990 I earned a 

Master of Science Degree in Accounting, also from the University of West Indies. 

I joined Florida Public Utilities Company in 1999, and I hold the position of 

Financial Analyst, which reports to the Chief Financial Officer (“CFO’). In this 
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position, I support the CFO, the Accounting and Finance Division of Florida 

Public Utilities. In my current position, I cover a variety of operating and 

planning responsibilities including project assessment, budget and financial 

projections, and cash flow analysis. These responsibilities also include the 

preparation of quarterly reports to our Board of Directors, and the monitoring of 

compliance with respect to the Financial Covenants of Florida Public Utilities 

Company’s long- and short-term sources of external funds. I was a witness in the 

Natural Gas and Electric rate relief proceedings before the FPSC: Docket 

Numbers 040216-GU and 070304-E1 filed in May 2004 and August 2007, 

respectively. 

What is the purpose of your testimony? 

To provide additional details to testimony originally filed relating to the Area 

Expansion Program (AEP) and the potential issue of the transfer of the AEP 

unrecoverable balance to rate base. 

Provide a brief background to the issue of the AEP unrecoverable balances. 

Marc Seagrave in his testimony filed under this Docket outlined the existing AEP 

program and proposed modifications. In the original filing FPU (the Company) 

conducted an analysis of the 44 active AEP projects and determined that with a 

$0.50 per therm AEP surcharge the projected un-recovered excess construction 

cost (ECC) balances would be approximately $2.4 million. The estimated 

unrecoverable ECC was included in rate base for the projected test year and was 

approved by the FPSC as per Order No. PSC-09-0375-PAA-GU, dated May 27, 

2009. 
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Are there any adjustments to the projected un-recovered amount originally 

filed? 

In addition to updating the balances as at May 31, 2009 there were also some 

computational errors. The updated and corrected unrecovered balance excess 

construction balance to be included in rate base is approximately $2.1 million. 

See Exhibit DEWDBC-1 which provides details of the related AEP unrecoverable 

balances by project. 

What were the factors that contributed to the ECC shortfall? 

The main contributing factor was the downturn in the housing market. The extent 

of the crash and the impact on the new construction market was unpredictable and 

devastating. New developments either never got off the ground, or the build-out 

was dramatically slower than projected. In addition the slowdown in the 

economy led to job-losses and massive increases in the number of foreclosures 

resulting in an unusually high inventory of unoccupied houses for sale. Existing 

customers were also forced to conserve on their energy usage to reduce expenses. 

How has the economy impacted the country generally and the state of 

Florida specifically? 

The US economy is experiencing the worst financial crisis in decades. Triggered 

by the fall-out of the housing market the country has experienced significant 

declines in home prices, new home construction and home purchases. Florida 

currently ranks as number two in the nation for the number of foreclosures and 

has been one of the states that has been most impacted by the real estate crash 

with several analyst painting a bleak future for the market. 
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Is it justifiable to transfer the ECC shortfall to rate base? 

Yes, it is justifiable as the surcharge to the existing AEP customers was increased 

to $0.50 per therm for residential customers, $0.33 for General Service and $0.25 

for Large Volume effective June 4, 2009. Based on the increased surcharge the 

AEP customers would therefore be making more of a contribution to the ECC per 

therm than originally estimated thereby lowering the unrecoverable balance. The 

original AEP tariff precluded FPU from adjusting the AEP surcharge during the 

10 year collection period to make up for any shortfalls thereby allowing greater 

recovery from the AEP beneficiaries. 

The expansion of natural gas to the areas facilitated through the AEP 

program has far-reaching benefits. The addition of approximately 7,800 AEP 

customers has resulted in a wider customer base to contribute to the company’s 

operational overheads which is beneficial to all customers. The AEP customers 

represent approximately 15% of our natural gas customer base. Without the 

investment in the AEP communities this expansion would not have been possible. 

A cleaner and less expensive fuel source has also been made possible to a 

wider cross-section of customers, positively impacting the environment and 

economy. In addition the economy has benefitted as more commercial customers 

having access to a less expensive form of energy. 

The Area Expansion Program (AEP) allows the Company to extend its 

natural gas facilities into areas not previously served and some of which were not 

economically justified under the free limit of service guidelines of FPU’s tariff. 

The customers who connect to the main extension within the AEP project areas 
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are charged a surcharge to recover the excess construction costs rather than 

paying the Company a contribution in aid of construction (CIAC) when there is a 

four-year revenue shortfall. It has been the experience of the Company that the 

AEP has enabled the Company to increase the number of projects and to expand 

into areas that otherwise would not have been feasible without the program. The 

increase in the Company’s customer base benefits the general body of ratepayers 

due to the added growth of which the result spreads O&M expenses across greater 

and greater numbers of customers and the extension allows for future growth in 

areas beyond the original AEP expansion area. It is also important to note that 

with the majority of main extension plans, it is exceedingly difficult to obtain up- 

front from prospective customers a CIAC to pay for excess construction costs. 

Most customers are willing to pay for the excess costs via an AEP surcharge over 

time through the monthly remittance of their bill. Without the AEP prospective 

customers tend to first consider the use of other fuel sources such as electricity to 

meet their energy needs. All of the Company’s AEP projects have customers 

connected within and beyond the expansion area and gas is being utilized by those 

customers. The plant investment, including the non-recovered AEP excess 

construction costs, is being used and continues to be useful to the customers 

presently being served and those who in the future desire and have a need to 

connect to these facilities already installed. The AEP projects meet the statutory 

used and useful provisions as the expansions are serving many customers coupled 

with the fact that the facilities are available to meet the future demands of those 

who are interested in connecting to the Company’s systems. 
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1 Q. Does this conclude your testimony? 

2 A. Yes. 
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