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Q. Please state your name, business address, by whom you are 

2 employed and in what capacity. 

3 A. My name is Jerry H. Melendy. Jr., my business ~ddresa is 

4 3515 U.S. Highway 27, South, Sebring. Florida 33870-5452. 

s I am the Vice President of Sebring Gas System, Inc. (tbe Company). 

6 a Florida Corporation. 

7 Q. What are your responsibilities in that position? 

8 A. I an responsible for all areas of finance, rstes., accounting 

9 and taxes u well as general flliDI8ement responsibilities 

10 of the company. 

11 Q. Please state your educational background. 

12 A I have an Auociate of Arts degree from PoUc Community 

13 CoUege. I have a Bachelor of Arts degree from the University 

14 of South Florida. 

15 Q. What is the purpose of your testimony? 

16 A. The purpose of my testimony is to present the calculation of Sebring Gas 

17 System's levelized purclwed gas cost for the upcoming twelve-month 

18 period April 1996 through March 1997. 

19 Q. Has the Company prepared the Schedules as preteribed by 

20 this Commission for thi$ purpose? 

21 A. Y~ it hu. The Schedules prescribed by the Commission are 

22 being filed at this time. Copies are attached to my testimony. 

23 Q. Would you please identify the Schedules which you are filing? 

24 A. Yes. The Schedules are identified as Composite Exhibit JHM-2 
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and are u follows: 

2 E-1 - PURCHASED GAS ADJUSTMENT COST RECOVERY 

3 CLAUSE CALCULATION, Original Eatimate for the Projected 

4 Period April 1996 through March 1997. 

S :&1/R- PURCHASED OAS ADJUSTMENT COST RECOVERY 

6 CLAUSE CALCULATION, Revised Estimate for tho Period April 1995 

7 through March 1996. 

8 E-2 - CALCULA TlON OF TRU&UP AMOUNT for the 

9 Current Period April 1995 through march 1996. 

I 0 E-3 -TRANSPORTATION PURCHASES, SYSTEM SUPPLY 

11 AND USE for tho Period April 1996 through March 1997. Because 

12 Sebring Ou doea not purohue tranJportation pa, this schedule, although 

13 included in this filing, is not applicable. 

14 E-4- CALCULATION OF TRUE-UP AMOUNT, 

IS PROJECfED PE.RJOD Apri11996 through March 1997. 

16 B-S- nmRM SALES AND CUSTOMER DATA for 

17 the Projected Period April 1996 through March 1997. 

18 Q. Were these schedules prepared under your diroction and 

19 supervision? 

20 A 

21 

22 

Yes, they were. 

REVISED ESTIMATES FOR TilE PERIOD 

APRIL 1995- MARCH 1996 

23 Q. What is tho revised estimate of total purchued gu coat for tho 

24 period April 1905 through March 19967 

25 A The revised estimate of purchased gu co:Jt for the current period 
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April1995 through March 1996 is $182,074. 

2 Q. What is tho revised estimate of su revenue to be coUected for the 

3 current period April 1995 throush March 1996? 

4 A The revised estimate of gas revenue to be coUected for tho current 

5 period April 1995 through March 1996 is $171,007. 

6 Q. What is tho reWed true-up amount, including interest, 

7 estimated for the cuJTent period April 1995 throush March 

8 1996? 

9 A The company'• estimate for the reviled truo.up, including 

10 interest. to be an overcoUect.ion of$53. 

11 PROJECTIONS FOR niE PERIOD 

12 APRIL 1996 THROUGH MARCH 1997 

13 Q. How wu the projections for the period April 1996 throush 

14 March 1997 determined? 

15 A The estimaled gas supply requirementl for e.ch month of tho 

16 twelve month period were detennined initially. These requirement 

17 estimates were based upon tho estimated aa.les to ultimate customers 

18 for the period. 

19 Q. What steps were used to determine the estimated coat of gu for the 

20 projected period April 1996 throush March 1997? 
' 

21 A A. reported on Schedule E-1, liDes I through I J, the total cost of 

22 8&1 consists of the colt of demand and commodity C05tl of firm 

23 transportation JerVice(FTS) on FGT, tho commodity cost of gu paid to 

24 our supplier, Pennisula Energy Servicea Co. (PESCO) and the cost ofsu 
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transportation u billed by the City of Sebring. 

2 The demand ponion of services (line SofScbeduJa E-1 BIIR) is based on 

3 Sebring Ou System'• contract with FGT and an estimate ofFOT'a demand 

4 rates for these services. The demand rates used for FTS-I service for 

S the months April J 99S through June 199' are the current rates in 

6 effect. The rata used for the monthJ Ju!y 1995 through March 1996 

7 are the rates proposed by FOT for that period of time. 

8 The commodity portion of the Colt of Gu Putchued ia ahown 

9 u Lines I and 4 of Schedule B-1 . Tho Commodity Pipeline amount 

10 (line I) ia baaed on POT'• "FTs• Commodity Rate multiplied by the 

J 1 amount oftherml transported for our syltem auppJy. The rate utilized 

12 for the projected period April 1996 through March 1997 are the 

13 current rates in effect. 

14 The Commodity (Other), (line 4) i1 bued on amount ofthennl 

IS purchued by Sebring Ou, multiplied by the current rate per therm. 

16 plus a management fee. The rate i1 bued upon the price paid by 

17 our aupptier PESCO, plus the management fee ofS.OOS per thenn. 

18 The management fee allow Sebring Ou to benefit from the work 

19 research of the gu procurement department of PBSCO for 

20 obtaining the best gas price. 8ecauJe of Sebring Ou' unall 

21 Ji.ze and lack of experience in lec1Uirin8 gu. tbe best UJe of the 

22 company'• fuodJ and raources Ia to contnlct PBSCO to 

23 provide gu for the company. 

24 Other chargea for the Cost ofOu Putcbued iJ repraented oo 

25 Line 6 of Schedule E-1. Th.ia figure consilu of a charge for 
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transportation by the City of Sebring, any Western Division 

2 Revenue Sharing Credit ftom FGT and POA Reporting Fees. 

3 The City of Sebring tr101portJ the company'• au atpply through 

4 a 7 mile pipeline connected to FOTa gatestalion i'l Avun Parle 

5 and ending at Sebring Gu' gatestation in Sebring The pipeline 

6 is presenting owned by Tunpa Blectric Company (TECO), who 

7 allows the City of Sebring to operate and maintain. The rate for 

8 tranaportation is baaed on a contract with the city for S .035 per 

9 MCF transported. The POA Preparation Fee i1 estimated to be 

10 $750.00 per month. u levied by our outJide CPA finn. Ryals, 

11 Brimmer, Burek a.od Keelan. 

12 Q. How wu the projected total firm sales determined? 

13 A The company tw only firm sales at thi1 time. Subsequently, 

14 the total sales and finn Illes are the same. The total ulet were 

15 determined by UJing biatoricalaverages for both daues, residential 

16 and commercial, CUJtomen, with a growth factor added. The total 

17 salea are shown on Line 27 of Scbcdule ~ J. The total estimated 

18 sales for the Projected period April 1996 through March J 997 is 

19 648,000 thenns. 

20 Q. What iJ the company'• average cost per therm for the Projected ' 
21 period Aprill 1996 through March 19971 

22 A Show on Line 40 of Schedule E-1, the company's average cost 

23 of gu for the Projected period April 1996 through March 1997 

24 is esthnated to be 29. 128 centa per therm to arrive at the Total 

25 POA Factot. tho avenge cost of gas is adjusted for the aaimated 
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total true-up through March 1996, u shown on Schedule B-4, 

2 and for revenue-related taxes. 

3 Q. What is the projected PGA Factor for the Projected period 

4 April 1996 through March 19977 

5 A. The projected POA Factor for the projected period is 35.007 

6 cents per tberm, u shown on Line 4S of Schedule B-1 . 

7 Q. The estimated total true-up for the period April I 995 through 

8 March 1996, u shown on Schedule B-4 is included in the 

9 projected POA Factor for the period April 1996 through March 

10 1997. How wu the figure cakulated? 

11 A. The final truCHJp amount for the period April I 994 through 

12 March 1995 is added to the estimated end of period net true-up 

13 for April 1995 through March 1996. The April 1995 through 

14 March 1996 estimated truCHJp is based on eight months' actual 

IS plus four months' projected data. 

16 Q. What is the impact of the total truo-up for the period April199S 

17 through March 1996 on the projected POA Factor for the 

18 Projected period April 1996 through March I 9977 

19 A. The projected true-up for the period. ending March 1996 is 

20 underrecovery of$3,818, which is ahown on line 4, Column 

21 4 of Schedule B4. Dividing the underrecovery of$3,818 by 

22 the projected thenn sales of648,000 thenns raults in a 

23 coUectionof .589 cents per thenn to be included in the proposed 

24 POAFactor. 

25 Q. What is the maximum !cvd.ized purchased gu factor (cap) 
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that you are proposing for the projected period April 1996 

2 through March 1997? 

3 A. The maximum 1evelized purchased gas factor (cap) that Sebring 

4 Gas is proposing for the period is 3S.007 cents per therm. 

5 This factor representl the estimated cost of gu for the month 

6 of March, 1996, the month with the higher estimated cost of 

7 gas, plus tho true coiJection of .589 per therm, and the 

8 total of the two flguret multiplied by the tax revenue factor J .OJ 911 . 

9 Because the company bu experienced higher winter costa for gas 

10 and through projections supplied by our supplier, PESCO, we 

11 anticipate this trend to continue for the projected period. The higher 

12 winter average for the cost of gas dictates that the proposed 

13 maximum levelized purchued gas cost factor (cap} be u it is. 

14 Using the proposed cap will &IJow Sebring Gu to possibility 

IS avoid large overrecoveries during the winter monthl when purchased 

16 gas prices are highest This procedure, combined with the ability 

17 to flex down the rates when gas prices become lower wilJ allow Sebring 

18 Gu to operate at it's higheat financial efflcienc:y and provide our 

19 ratepayers with gas prices more realistically with actual costa. 

20 Q. Does this conclude your testimony? 

21 A Y~ it does. 
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COMPAIIY: lEI ratQ GAIIY8TEM, INC. 

RlWATED FOR THE IWl.tECTED PEMJO: 

, 1 TOTAL THERM SALES S 

2 TRUE-UP PROYISION FOR THIS PERIOD 
OVER (UNDER) COLLECTION 

3 INTEREST PRCMSION FOR 1liJS ---

4 END OF PERIOD TOTAL NET TRUE~ 

PMMt PERIOD: AIWL e4 lilMICH tl 

(1) Cl) 
1WO MOtiTKS ACTUAL 

PI.UI FOU1t IIOtmtl 

~m E81111ATE ACTUAL 
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(4,.204 

CUitttDT PERIOD: 
'ANII.uJttl 

PI tel {It 

CZH1l 1WO IIIOMTltl N:11IAL p~ 

PlU. FOUR MOtmll TOTAL 
IIIFFEJtEIICE ~DESTIIIATE TRU!.UP 

(142315 1S2.011 157.77'6 

8 118 124 
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COLUMN (1) DATA OBTAINED FROM 6a1EDUl.E (A.2) 

COLUMN (2) DATA OBTAINED FROU SCHEDUlE (A-2) 
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CJO.QOIIIlPER THERM TRUE-UP REF\JND 



_ ......... _.,.-=- 1BIIIMSAUIA.'C) U»lWDAl'A .,....,.M .....-..... 
~ .... .,._ ·-~ N'a.- """""- ~-

..... * " - ~ - .. OCT - ~ - ... ... --- .. ~-.......,. S.1S3 4,800 2,131 ~ 5,81M 3,1ee 3,m 8,311 13,571 115.9~ 15,180 8,545 82,578 
«'Q+11DDQM. G,.-r 44,400 39.289 35,770 32.,1015 32,834 43,127 48,888 54,021 es.oee 80,810 82,~ 555.422 
~I.III!IZ'«lL' 0 0 0 0 0 0 0 0 0 0 0 
7't I 'II!PCIIIoL Ulal '«lL z 0 0 0 0 0 0 0 0 0 0 0 0 0 

0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 42.~ 0 0 0 0 0 0 0 0 0 0 
lOTIII.- 48,000 ~000 38000 38000 38000 47000 55000 eaooo 82000 78000 n.ooo 844.000 

~-- ·-
~~ Q.OO 0.00 0.00 0.00 0.00 . o:oo 0.00 0.00 -= ~:: Q.W Q.W D.OO 
~ 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 
~ 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 o.oo 0.00 ~ TOTaL~ 0.00 ~~ 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 
TOTIIL,.,.., 1MD 48000 42.000 38000 31..000 36000 47000 55000 eaooo 82.000 78000 72.000 848,000 

-C.~t"-

~ s: !)40 470 430 ~ 425 4456 -snr 580 IMO ee o:;,g !):t.:) 
~ 81 '" 83 83 M 94 85 w 88 gg 100 94.50 ocr I 'I!P"aaii.I.N'GK'«L. ' 0 0 0 0 0 0 0 0 0 0 0 0 0 
~I.Mr:lrtQ.t 0 0 0 0 0 0 0 0 ~ 0 0 0 0 

0 0 0 0 0 0 0 0 0 0 0 0 0 
0 0 0 0 0 0 0 0 0 0 0 0 0 

TOTIIL- 878 e31 561 523 518 518 558 885 887 738 744 7SO m .so -f111 l.-r.l 
...,.~ 0 0 0 0 0 u 

J1 
-o 

~ ~ 0 g g ~ 0 0 0 0 0 0 0 0 
!.Mia~ 0 0 0 0 0 0 0 0 0 0 0 0 
~ 0 0 0 0 0 0 0 0 0 0 0 0 
TOTIIL~ 87Q 831 581 523 518 518 885 w 738 744 730 m.so 

~ ... -~ 
lallliJfTW. 8.70 ~: 5.151 7.51 13.87 7.45 8.33 14.58 

~= e:~ 01~~ ~~ 173.04 
~ 481.6S 431 .53 384.62 345.23 348.30 458.80 481.48 5,877.48 
~~'«lLt ERR ERR ERR ERR ERR ERR ERR ERR ERR ERR ERR ERR ERR 
~UIIall'«lL2 ERR ERR ERR ERR ERR ERR ERR ERR ERR ERR ERR ERR ERR ERR ERR ERR ERR ERR ERR ERR ERR ERR ERR ERR ERR ERR 
~~ ERR ERR ERR ERR ERR ERR ERR ERR ERR ERR ERR ERR ERR IHTIM.PTa.l ERR ERR ERR ERR ERR ERR ERR ERR ERR ERR ERR ERR ERR 
Ullall~ ERR EM ERR ERR ERR ERR ERR ERR ERR ERR ERR ERR ERR 




