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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

In Re: Purchased Gas Adjustment (PGA) True-Up 

PGA Factor 

DIRECT TESTIMONY OF CHERYL M. MARTIN 

On behalf of 

Florida Public Utilities Company 

DOCKET NO. 110003-GU 

Q. 

A. 

Please state your name and business address. 

My name is Cheryl M. Martin. My business address is 401 South Dixie Highway, 

West Palm Beach, Florida 33401. 

By whom are you employed and in what capacity? 

I am employed by Florida Public Utilities Company (FPUC) as the Director of 

Regulatory Affairs. 

Q. 

A. 

Q. Can you please provide a brief overview of your educational and employment 

background? 

I graduated from Florida State University in 1984 with a BS degree in Accounting and 

I am a Certified Public Accountant in the state of Florida. I have been employed by 

FPUC since 1985. In August 201 1 , l  was promoted to my current position, Director of 

Regulatory Affairs. I have performed various accounting, management and regulatory 

roles and functions including regulatory accounting (Fuel, PGA, conservation, 

surveillance reports, regulatory reporting), tax accounting, external reporting as well 

as corporate accounting. 1 have been an expert witness for numerous proceedings 

before the Florida Public Service Commission (FPSC). 

Are you familiar with the Purchased Gas Adjustment (PGA) clause of the Company 

and the associated projected and actual revenues and costs? 

A. 

Q. 
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Yes. 

What is the purpose ofyour testimony in this docket? 

My testimony will establish the PGA “true-up’’ collection amount, based on actual 

2010 data and projected 2011 data. My testimony will describe the Company’s 

forecast of pipeline charges and commodity costs of natural gas for 2012 as well as 

any expected new agreements required to provide service to Nassau County. Finally, I 

will summarize the computations that are contained in composite exhibit CMM-1 

supporting the January through December 20 12 projected PGA recovery (cap) factor 

for the FPUC consolidated gas division. 

Were the schedules filed by your Company completed under your direction? 

Yes. 

Which of the Staffs set of schedules has your company completed and filed? 

The Company has prepared and previously filed True-Up schedules A-I, A-2, A-3, A- 

4, A-5, and A-6, in addition to filing composite exhibit CMM-1 which contains 

Schedules E-1, E-lIR, E-2, E-3, E-4, and E-5 for the FPUC consolidated gas division. 

These schedules support the calculation of the PGA recovery (cap) factor for January 

through December 2012. 

What is the appropriate final PGA true-up amount for the period January through 

December 2010? 

As shown on Schedule E-4, the final PGA true-up amount for the period January 

through December 2010 is an under-recovery of $2,562,014, inclusive of interest. 

What is the projected PGA true-up amount for the period January through December 

201 I ?  

As also shown on Schedule E-4, the projected PGA true-up amount is an over- 

recovery of $2,151,001, inclusive of interest, for the period January through 
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What is the projection period for this tiling? 

The projection period is January through December 2012. 

What is the total projected PGA true-up amount to be collected from or refunded to 

customers for the period January through December 2012? 

As shown on Schedule E-4, the total net under-recovery to be collected for the period 

January through December 2012 is $41 1,013. 

Please describe how the forecasts of pipeline charges and commodity costs of gas 

were developed for the projection period. 

The purchases, for the gas cost projection model, are based on projected sales to 

traditional non-transportation service customers. Florida Gas Transmission 

Company’s (FGT) FTS-I, FTS-2, NNTS-I and ITS-1 effective charges (including 

surcharges) and fuel rates, at the time the projections were made, were used for the 

entire projection period. As is further explained herein, the Company has also 

included costs related to its expansion into previously un-served Nassau County. The 

expected costs of natural gas purchased by the Company during the projection period 

are developed using actual prices paid during relevant historical periods and the New 

York Mercantile Exchange (NYMEX) natural gas futures pricing through the end of 

the projection period. The forecasts of the commodity costs are then adjusted to 

reflect the unexpected potential market increases in the projection period. 

Please describe how the forecasts of the weighted average cost of gas are developed 

for the projection period. 

The Company has forecasted the 2012 weighted average cost of gas using the 

projected monthly pipeline demand costs, less the projected cost of capacity 

temporarily relinquished to third parties, the projected pipeline usage and no-notice 
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costs and the projected supplier commodib costs. The sum of these costs are then 

divided by the projected therm sales to the traditional non-transportation customers 

resulting in the projected weighted average cost of gas and ultimately the PGA 

recovery (cap) factor, as shown on Schedule E-I. Capacity shortfall, if any, would be 

satisfied with the most economic dispatch combination of acquired capacity 

relinquished by another FGT shipper and/or gas and capacity repackaged and 

delivered by another FGT capacity holder. If other services become available and it is 

economic to dispatch supplies under those services, the Company will utilize those 

services as part of its portfolio. 

Is the Company expecting to enter into any new agreements that will affect the PGA 

costs for 2012? 

Yes. The Company is expecting to enter into a new agreement with Peninsula 

Pipeline Company, Inc. (PPC), an affiliated company, to construct an intrastate 

pipeline, connected to the Cypress Pipeline, which will provide capacity and access to 

gas supplies needed to serve customers in Nassau County. In addition, the Company 

will also secure Cypress Pipeline capacity and natural gas supply required to serve 

these customers, beginning in July 2012. 

Are the costs associated with the PPC agreement and the additional interstate pipeline 

capacity and supply costs appropriate for recovery in the PGA docket? 

Yes. As part of an expansion of FPUC natural gas facilities, it was necessary to obtain 

additional interstate and intrastate pipeline capacity to serve the Nassau County 

customers. Periodic increases or decreases to capacity are necessary, as conditions 

warrant, and capacity changes are appropriate for recovery in the PGA. Historically, 

the Commission has allowed recovery of similar such costs through the clause, as long 
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as it is clear that such costs are reasonable and are not already being recovered through 

the Company’s base rates. 

The Nassau County project was not included in the Projected Test Year of the 

Company’s previous rate case. After considering several pipeline options, the 

Company expects to enter into an agreement with PPC to obtain the necessary 

intrastate pipeline capacity. The PPC bid was not only lower than other bids obtained, 

but PPC indicated it could provide service by July 2012, which meets the needs for 

both the Company and commercial customers in Nassau County. The costs associated 

with this new contract are reasonable and based on market prices. 

Have additional costs been included in the Projections for 2012? 

Yes, as more specifically reflected in Schedule E-I and E-3 of Exhibit CMM-I, the 

Company has included Capacity cost from PPC beginning July 2012, as well 

asestimated costs for additional upstream capacity and supply to serve the new 

customers beginning July 2012. 

What benefits will the other customers on FPUC’s natural gas system obtain from the 

Nassau County customers? 

All customers receive benefits when system expansions occur, primarily through the 

allocation of fixed system costs to a larger customer base. Nassau County, being in 

close proximity to Jacksonville, is expected to experience significant growth in the 

near and long-term population forecasts. Over time, the Company believes that 

significant customer growth will occur in the residential, commercial and small 

industrial classifications, helping to keep overall customer rates lower. 

What is the appropriate PGA recovery (cap) factor for the period January through 

December 2012? 

As shown on Schedule E-I, the PGA recovery (cap) factor is 79.0646 per therm for 
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3 purposes? 
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6 Q. Does this conclude your testimony? 

7 A. Yes. 

the period January through December 2012. 

What should be the effective date of the PGA recovery (cap) factor for billing 

The PGA recovery (cap) factor should be effective for all meter readings during the 

period of January I ,  20 I2 through December 3 I ,  20 12. 
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SCHEDULE E-3 PURCHASED GAS ADJUSTMENT 

TRANSPORTATION PURCHASES 
SYSTEM SUPPLY AND END USE 

)MPANY: 

FLORIDA PUBLIC UTILITIES COMPANY 

MONTH 

JANUARY 

FEBRUARY 

MARCH 

APRIL 

MAY 

JUNE 

JULY 

AUGUST 

SEPTEMBER 
- 

OCTOBER 

NOVEMBER 

DECEMBER 

PURCWED 
PROM 

VARIOUS 

VARIOUS 

VARIOUS 

VARIOUS 

VARIOUS 

VARIOUS 

VARIOUS 

VARIOUS 
~ 

VARIOUS 

VARIOUS 

VARIOUS 
-- 

VARIOUS 
~~ 

ESTIMATED FOR THE PROJECTED PERIOD JANUARY 2012 THROUGH DECEMBER 2012 

PURCHASED 
FOR 

SYSSUPPLY 
~~ - 

SYSSUPPLY 
~~ 

SYSSUPPLY 
~ 

SYSSUPPLY 
-~ 

SY5 SUPPLY 

SYSSUPPLY 
~~ ~ ~~ 

SYSSUPPLY 
~~ ~ ~ 

SYSSUPPLY 
~ ~~~~~ 

SYSSUPPLY 

SYS SUPPLY 

SYSSUPPLY 

SYS SUPPLY 

DTAL 

UNITS 
SYSTEM 
SUPPL" 

8,014,307 

4.694.939 
~~ 

4,809,036 

3,944,744 
~~~ 

3,374,915 
~~ 

2,907,220 

2,877,445 
~~ 

2,307,423 
~~ 

2,829,399 
~~~~ ~~~ 

3,024,447 
~-~ ~ ~ 

3,628,752 

4,512,753 
~~~ 

44,525,380 

5,014,307 1 $3,482,1601 $16,1381 $475,693: INCLUDED IN COST 

4,694,939 1 $3,286,651; $lS,IlSi $443,5921 INCLUDED IN COST 
---I -+ ; ~ 

01  4,809,036 1 53,328,0421 $15.229~ $473,2211 INCLUDED IN COST 

3,944,744 1 $2,690,0131 $4.6101 $393,3251 INCLUDED IN COST 

3,374,915 1 $2,412,7031 $10.8671 $90.9521 INCLUDED IN COST 

2,907,220 1 52,069,4321 $9,3611 588.W6: INCLUDED IN COST 

2,877,445 1 $1,962,198/ $5,6371 $170.9721 INCLUDED IN COST 

O j  2,907,423 1 $1,982,6401 $5.7141 $170,9721 INCLUDED IN COST 

2,829,399 i 51,929,4341 $5.569: $165.4461 INCLUDED IN COST 

0 ;  3,024,447 1 $2,077,3701 $5.958/ $163,4181 INCLUDED IN COST 

0 ;  3,628,752 1 52,474,5301 $3.6871 $516,2191 INCLUDED IN COST 

01  4,512,753 1 $3,077,3521 $5.7641 $534,8971 INCLUDED IN COST 

~~ I I ~ - ~  ~~ 

0 1  
-_i~ ~ ~ ~~ I '-~ 

~~ ~~ 

O /  
a- ~ 

-1 ~~~ 

I ~ ~ ~ _ _ _ - ~  I ~ ~- : ~~~' ~~~~~ 

~~~~~~~~ 

O j  
!~ -~ --;-~ +-~ ' I ~~~ 

_ __~~  ~ I~ ~ ~~ 

0 1  
~~~ ~ ~ -J r -'~ 

~~ ~ ~~ 

O j  +- I / 

~~~ 

01  
~ ~' ~ ~~ ~ ~~-'~ I ~~~ ~ ~ ~ ~/~ 

~~ ~ - ~ I ~ ~  ' ~ - ~ -  ~~~ ~ 

~~ I ; I ~~ ~ ~ ~ -~ 

01 

1~ ~'- ---; ~~ ~ ! -- 

I- ~~~~ : ' ',+ 

I 

0 j 44,525,380 j 530,772,5221 $103.649/ 53,686,7131 

T0Tb.L 
CTNrS PER 

THERM 

79.253 
~ ~~ ~ 

79,774 
~~ 

79.361 
~~ 

78.280 
~~ 

74.506 
~ ~ 

74.532 

74.330 
- ~~~~~~~~ ~ 

74.269 
~ 

74.237 

74.286 
~ 

82.520 
~~ 

80.173 
~ -~ 

77.625 
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FLORIDA PUBLIC UTILITIES COMPANY 

~~ ~ ~, 
ITRUE-UPPROVISION FOR THE PERIOD 

! L  
/OVER/IUNDERI COLLE~CTION!$l_~~~ ~ ~~ ~ 

SCHEDULE E 4  
PURCHASED GAS ADJUSTMENT 

CALCULATION OFTRUE-UP AMOUNT 
ESTIMATED FOR THE PROJECTED PERIOD JANUARY 2012 THROUGH DECEMBER 2012 

I CURRENT PERIOD I 

PRIOR PERIOD 
(11 

SEVEN MONTHS ACTUAL 
PLUSFIVE MONTHS 

PROIECTED 

~ 

$28,645,199 
- 

~ 

$3,297,439 

~ 

$4,591 
~~ 

~ 

$3.302,03C 

IS1 

l 3 W l  
COMBINED TOTAL 

TRUE-UP 

$21,284,013 
~ 

$384 

($411,013 

TOTAL TRUE-UP DOLLARS - OVER/(UNDER) RECOVERY ($411,013 

PROJECTED THERM SALES FOR JANUARY 2012 - DECEMBER 2012 44,457,260 

CENTS PER THERM NECESSARY TO REFUND OVERRECOVERY I (COLLECT UNDERRECOVERV) (0.925 
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TOTALTHERMSALES ~~~~ 

~~ GENERAL ~ ~~~~~~~~~~p~~ SERVICE 

..................... 
NUMBER OF CUSTOMERS 1INT.I 

TOTAL CUSTOMERS ~~~~~~ 

THERM USE PER CUSTOMER 


