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January 16, 1996 

Ms. Blanca Bayo, Director 
Division of Records and Reporting 
Florida Public Service Commission 
2540 Shumard Oak Blvd. 
Tallahassee, FL 32301 

BAND DBLIVBRY 

Re: Docket No. 960003-GU; South Florida Natural Gas Company 

Dear Ms. Bayo: 

Snclosed for filing on behalf o f South Florida Natural Gas 
Company in connection with the hearings scheduled to begin February 
21, 1996 in this docket are the original and 15 copies of the 
following: 

1. Petition for Approval of South Florida Natural Gas 
Company's Purchased Gas Cost Recovery Factor; 

2. Direct Testimony of Lou J. Defrain; and 

3. Schedules E-1, E· l/R, E-2, E-3, E-4 and 8·5. 
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In re: Purchased Gas Adjustment 
(PGA) True-up DOCKET NO . 960003- GU 

DIRECT TESTIMONY OF L. DEFRAIN 

on Behalf ot south Florida Natural 
Gas Company 

Submitted for filing: January 16, 1996 
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Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Please state your name, occupation, and business 

address. 

My name is Lou J . Defrain. I am Secretary- Treasurer 

ot south Florida Natural Gas Co . ("SFNG"). My 

business address is 101 Northwest 202 Terrace, Miami, 

Florida. 

What is the purpose of your testimony? 

The purpose of my testi~ony is to discuss the 

projected true-up for the period April 1, 1996 through 

March 31, 1997. 

would you please identify the composite Exhibit which 

you are sponsoring with this testimony? 

Yos . As Composite Exhibit LD- 1, I am sponsoring 

Schedules E-1, E-1/R, E-2 , E- 3, E-4, and E-5. 

Were these schedules prepared under your direction and 

supervision? 

Yes, they were. 

Revised Estimate April 1995 - Mar ch 1996 

What ia the revised estimate of total purchased gas 

costs for the period April 1995 - March 1996? 

The revised projection of purchased gas cost for the 

current period is $605,432. 

What is the revised projection of gas ~evenue to be 

collected tor the current period? 

As shown on Schedule E-2, the company oatimatos the 
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Q. 

A. 

Q. 

A. 

total gas revenue to be collected during the period to 

be $489,465. This amount includes a refund of prior 

period overcollections in the amount ot $144, an. 

Therefore , the revenue collected to oover the current 

period's gas cost is estimated to be $634,297. 

What is the revised true-up amount, i ncluding 

interest, estimated for the April 1995 - March 1996 

period? 

The company estimates the revised true-up, including 

interest, to be an overcollection of $41,431 . 

April 1996 - Margh 1997 Projegtign 

How did you develop your projection of SFNG ' s coat ot 

gas for the April 1996 - March 1997 period? 

our first step was to estimate our supply requirements 

tor each of the twelve months in the period. our 

project d supply requirements are based on our 

projected sales and company uso tor oaoh month. Once 

we develop our supply requirements, we can than 

determine how these requirements will be met . In 

other words , we match our estimated requiremanto with 

the gas supply that is available to us. All of our 

gas requirements will be met utilizing firm 

t .ransportation service on FGT tor the projected period 

of April 1996 - Mar·ch 1997. Due to the complexity of 

transporting on FGT's system attor impl mentation of 
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PERC Order 636, and the new gas control requirements 

on all transporters, we have contracted with an energy 

services firm who furnishes our gas s upply, arranges 

for transportation of the supply to 'our system, 

monitors volumes and adjusts receipts/deliveries as 

necessary, and makes all nominations and balancing 

arrangements. 

Please describe the generlll steps or l!.ltChanics of 

projecting the total cost of gas tor the April 1996 -

March 1997 period. 

As shown on Schedule E-1 lines 1 - 11, the total cost 

of gas consists of tho cost ot no-notice 

transportation service (NNTS) on FGT, the demand and 

commodity costs of firm transportation service (FTS) 

on FCT, an.d the commodity cost ot gas estimated to be 

paid to our supplier during the poriod. 

The cost of NNTS service (line 2) is based on 

SFNG's contract level with FGT and an estimation of 

FGT • s reservation charge for this service . Tho 

reservation charge utilized for the period is the 

current rate in effect. 

The denand and commodity portions ot 

transportation system supply are shown on Schedule E-

1, lines 1, 4, and 5. The commodity pipeline amount 

(line 1) is based on FGT ' s currant FTS commodity rate 
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multiplied by the number ot therms projected to be 

transported tor system supply. 

The co~odity other (line 4) is based on data 

shown on Schedule E-3 which details our projected 

direct supplier purchases for the twelve- month period. 

We projected the ·'FTS" commodity cost on line 4 using 

a combination ot analys es. We analyzed the 1994 and 

1995 monthly prices ot natural ga• delivered to FGT by 

zone as reported in Inside fEBC Gos Morket Rgport . We 

also reviewed the recent NYMEX postinga for the 

period January 1996 through Karch 1997. we developed 

our monthly index price of gas using the above data 

and allowing tor seasonal trends and current market 

pricing. To this index, we added compressor fuel and 

our supplier ' s estimated margin tor first ot the month 

pricing and swing service. 

The demand component ot SFNG ' s cost of gas (line 

5) tor the months ot April 1996 - October 1996 is 

based on FGT's current FTS demand rate multiplied by 

the projected transportation volumes. Through 

october, 1996, SFNG will incur no exces s demand 

charges in its cost ot gas, since SFNG has temporarily 

r elinquished all of its c;:apacity on FGT to the energy 

services tirm which manages its supply. However, 

SFNG's current contract with the energy service• firm 
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expires in October 1996. Due to the nature ot the 

capacity release market and the relatively low value 

of remarketed capacity on FGT'a system, SFNG does not 

anticipate recovering l OOt ot ita excess demand 

charges from its supplier through capacity release 

after October 1996. As a result, for the months of 

November 1996 through March 1997, we have estimated 

the demand component of the-cost ot gas to be equal to 

SFNG's entitlement on FCT times the current demand 

rate. We have not included any recovery of excess 

demand costa, however any capacity release revenues 

actually received by SFNG will be credited to 

purchased gas costs . 

Baaed on the projected total coat of gas and projectod 

sales, what is the weighted average coat per therm for 

the twelve-month period ended March 1997? 

This figure is shown on Schedule E-1, line 40, and is 

31 . 990 cents per therm. To arrive at the total PGA 

fac~or, the 31.990 cents per therm ia adjUGted for the 

estimated total true-up through March 1996 (shown on 

Schedule E-4) and tor revenue-related taxes. 

What is the projected PGA factor for the period April 

1996 - March 1997? 

The projected PGA factor tor tho period is 27.000 

cents per therm. 
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Q. 

A. 

Q. 

A. 

Q. 

A. 

The estimated total true-up tor the twelve months 

ended March 1996 as calculated on Schedule E-4 is 

included in the projected PGA factor tor the period 

April 1996 - March 1997. Please explain bow it was 

calculated. 

The final true-up amount tor the period April 1994 -

March 1995 is added to the estimated end of p8riod net 

true-up for April 1995 - Karch 1996. The April 1995 

-March 1996 estimated true-up is based on eight 

months' actual data plus tour months' projected data. 

What ia the impact of the total true-up tor the twelve 

months ended March 31, 1996 on the projected PGA 

factor tor the April 1996 - March 1997 period? 

The projected true- up aa of March 31, 1995 is an 

overrecovery ot $112,492 (Schedule E-4) • Divid!nq the 

overrecovery by the April 1996 - March 1997 projected 

therm sales of 2,209,818 results in n refund of 5.091 

ce'-ts per therm to bo included in the proposed PGA 

factor. 

What is the maximum levelized purchased gas factor 

(cap) that you are proposing tor the April 1996 -

March 1997 period? 

The maximum levelized purchased gas factor (cap) that 

we are proposing for the period ia 27.000 cents por 

therm. 
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1 Q. Does this conclude your testimony? 

A. Yes, it does. 
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SOUTH FLORIDA NATURAL GAS CO. 

APRIL 1996 - MARCK- 1997 

PURCHASED GAS PROJECTION FILING 

EXHIBIT LD-1 
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CALCliAJOC (J' T'RUEtP AMllJfT 
PAO.ETED PBDl 

EST».Wm fOO TtE moJECTB) PERIOO: 

PADIPIRID: APRIL '94 • MNICH '95 

(1J t2l 
EIGHT aonHS ACtUAL 
PWS RUI MIJITHS 
AEYISlD ESTNATE ~ 

1 TOTAL TliJIM 5'US S 5SS,668 612.575 
GAS~ 

176.399 246,812 

6.779 7,427 

183,178 254.239 

131 
(2).{1) 

DlfUINCE 
56.007 

70,413 

71.061 

aJRROO POUOO: 
APRil '95 • WAOf '96 

141 
EIGHT r.omtS ACn.W. 
PWS RUI t.anHS 
AMS&l £S1IoWt 

634.297 

28,865 

12,566 

151 
131+141 
TOTAL 

TRUE.tJI 
691.204 

99.278 

13.214 

112.492 (1 

I+) - IMIIRBXM!f( 
I.) - IJfllSIAECtMfr( 

COOJMN l1l DATAOBTAWmFROM SCHEDUlE ~-21 
COOJMN 121 DATA OBTAINID m~ SCHIDUlf IA-21 

----c:-1=-=1?:2 4:::;:!12=- equals 
2.209.818 

m.D5091 PSI MRM 
TRIJE41P RERJND 

LJ4E 4 !nUMN 131 SAME loS liNE 7 SCHBlUlf IA-71 
UNE 4 !nUMH 111 SAME loS liNE 8 SCHBIUlf !A-71 
LJ4E 2 ClllJMH 141 SAME loS UHE 7 SCtlDUlE IE-21 
liNE 3 cruJMH 141 SAME AS UNE 8 SCH£Dil.E IE-21 

I 1 I DlffEREHCf AD4 SCHEDtli E-2 IS $78 OIFf'EREHCf mct.4 A PRO! P8IIOO 



1ltllll uaa• QSIIllllll DW 
IG.III a•I'CIWlJ'Dlllll.ll 

....... ~ IMIOII1 

-




