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Q.
PLEASE STATE YOUR NAME AND BUSINESS ADDRESS.

A.
My name is Thomas Kaufmann.  My business address is NUI Corporation, 550 Route 202-206, Bedminster, New Jersey 07921.

Q.
BY WHOM ARE YOU EMPLOYED, AND IN WHAT CAPACITY?

A.
I am currently employed as a Manager of Rates and Tariffs for NUI Corporation (“NUI”), and have responsibilities for City Gas Company of Florida (“City Gas” or “the company”), NUI Utilities Inc.’s Florida operating division.

Q.
BRIEFLY STATE YOUR EDUCATIONAL BACKGROUND AND EMPLOYMENT EXPERIENCE.
A.
In June 1977, I graduated from Rutgers University, Newark, N.J., with a Bachelor of Arts degree in Business Administration, majoring in accounting and economics.  In July 1979, I graduated from Fairleigh Dickinson University, Madison, N.J., with a Masters of Business Administration, majoring in finance. My professional responsibilities have encompassed financial analysis, accounting, planning, and pricing in manufacturing and energy services companies in both regulated and deregulated industries. In 1977, I was employed by Allied Chemical Corp. as a staff accountant. In 1980, I was employed by Celanese Corp. as a financial analyst.  In 1981, I was employed by Suburban Propane as a Strategic Planning Analyst, promoted to Manager of Rates and Pricing in 1986 and to Director of Acquisitions and Business Analysis in 1990. In 1993, I was employed by Concurrent Computer as a Manager, Pricing Administration. In 1996 I joined NUI as a Rate Analyst, was promoted to Manager of Regulatory Support in August, 1997 and Manager of Regulatory Affairs in February, 1998, and named Manager of Rates and Tariffs in July 1998.  

Q.
PLEASE EXPLAIN THE PURPOSE OF YOUR TESTIMONY.

A.
The purpose of my testimony is to present the revised estimate of the Company’s projection of gas costs for the period September 2004 through December 2004 and the Company’s projection of gas costs for the period January 2005 through December 2005. In addition I will present the development of the maximum rate to be charged to customers for the period January 2005 through December 2005.

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

A.
Yes.  The forms prescribed by the Commission are being filed at this time.  Copies are attached to my testimony as Exhibit __ (TK-2).

Q.
CAN YOU EXPLAIN THE PROJECTION METHODOLOGY?

A.
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, 1998, gas companies 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 flex 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.

Q.
WHAT IF THE ACTUAL COST EXCEEDS THE MAXIMUM RATE AS PROJECTED?

A.
If re-projected gas costs 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.

Q.
WHAT HAPPENS TO THE DIFFERENCES THAT RESULT FROM MISESTIMATES, THAT IS, THE MISMATCHES BETWEEN ESTIMATED AND ACTUAL COSTS?

A.
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.

Q.
ARE ANY FLORIDA GAS TRANSMSSION (FGT) RATE CHANGES PROPOSED WHICH ARE REFLECTED IN THIS FILING?

  A.
Yes, the 2004 FGT rate increase was taken into consideration in the preparation of this filing.

Q.
DOES THE FILING REFLECT ANY CHANGES TO THE CAPACITY PORTFOLIO IN THE COMING YEAR?

A.
No. This filing does not reflect any changes in the Company’s capacity portfolio.

 Q.
HAS THE COMPANY MADE ANY ADJUSTMENTS TO ITS TRUE-UP RATE IN THIS FILING?

A.
Yes, based upon the adjustment identified in the FPSC audit report, the Company has increased the amount due customers through its PGA True-up mechanism by $2,683,344 which results in a per therm credit of $0.06327 as shown on Schedule E-4.

Q.
How does City Gas propose to track the Status of the $2,683,344 AUDIT adjustment?
A.
We propose to open a separate general ledger true-up account to track the adjustment. The balance will be reduced each month based on the adjustment factor of $0.06327, as shown on Schedule E-4,  multiplied by the monthly PGA volumes.

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

A.  Yes.  For the projected period, January 2005 through December 2005, we estimate the gas purchases for resale will be 42,412,260 therms at a total cost of $41,495,697 with a resulting WACOG of 97.839 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, January 2003 through December 2003, is an over-recovery of $1,313,819.  The projected true-up for the current period, January 2004 through December 2004, inclusive of the audit adjustment, is an over-recovery of $1,662,728. The total true-up as shown on Schedule E-4 is an over-recovery of $2,976,547 for a true-up factor of 7.018 cents per therm that would be applied during the projected period.  This true-up factor decreases the gas cost factor during the projected period to 90.821 cents per therm before the regulatory assessment fee.  With the regulatory assessment fee added, the PGA factor is 91.278 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)




$23,790,486


Total Therm Sales (Line 27)


  23,325,677


(Line 11/ Line 27)




     $1.01993


True-up





     ($0.07018)


Before Regulatory Assessment


     $0.94975


Revenue Tax Factor


                  1.00503


Purchased Gas Factor  



     $0.95453

As shown above, the maximum levelized purchased gas factor based on the Company’s expected winter cost of gas is 94.975 cents per therm before the regulatory assessment fee and 95.453 cents per therm after the regulatory assessment fee.  This is the maximum gas cost factor that City Gas may charge its customers for the period January 2005 through December 2005.

Q.
DOES THIS CONCLUDE YOUR TESTIMONY?

A.
Yes, it does.
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