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SEBRING GAS SYSTEM. INC. 
3515 U.S . Hwy. 27 , South 
Sebr ing, FL 33870·5• 52 

19'1 1 386·018, 

October 10, 1998 

Blanca S. Bayo, Director 
Division of Record$ and Reporting 
Aorida Publioc; Service Comm1ssion 
2540 Shumard Oak Boulevard 
Tallahassee, F1 32399-CSSO 

RE: Oooc;ket No. 98003-GU 
Petition for ApproVAl of Purchased 0as Adjustment (PGA) factor, 
Testimony, (PGA} and True-Up Projections for January, 1999 through 
O¢cember, 1999. 

Dear Ms. Bayo: 

Enclosed for filing in tbe above docket on behalf of Sebring Gas System, Inc , 
please find an original and fifteen of1he followina: 
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Direct Testimony of Jerry H. Melendy. Jr ; 
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December, 1999, including PG A Srh.:dules 
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Q. Pleue ltatc your name. business address. by whom you are 

2 employed and In whAt capacity 

3 A. My name Ia Jerry H. Melendy. Jr . my business address is 

4 3S IS U.S Highway 27. South. Sebring. Florida 33870.S4S2 

s Jam the Vice President of Sebring Gu System. Inc (the Company). 

6 a Florida Corporation. 

7 Q. What aro your responsibilities in that position? 

8 A I an responsible for all areas of floance. rates. accounting 

9 and wces u well u general m&n&~ement responsibilities 

10 of the compaoy. 

II Q. Pleue atate your educational background 

12 A. f have an A.uociate of At11 d~ from Polk Community 

13 CoUeae. I have a Bac.belor of Alta degree from the University 

14 of South Florida 

IS Q What is the purpote of your testimony? 

16 A 1ne purpose of my testimony is to present the ealcut.tion of Sebring Gu 

17 System'aiCYdiud purchucd au cost for the U))C<Imifl8 twelve-month 

18 period January 1999 lhrouah December 1999. 

19 Q. Hu the Company prepared the Schedules aJ prescribed by 

20 thit Commilaion for this pwpoN? 

21 A Yea. it hu. The Schcdulea PfUcribcd by the Comnuaaion are 

22 being Ricci at this limo. Copies are attached to my tes1 imony 

23 Q Would you plcuc identifY the Schedules which you 11e tiling? 

24 A. Yes. The Purdwed Gu Adjuatmem Sehedulea presently tiled 

2S arc u followt 
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E-1 · PURCHASED GAS ADJUSTMENT COST RECOVERY 
2 CLAUSE CALCULATION, Original Ellimate for the Projecttd 
3 Period January 1999through December 1999 

4 E-1/R ·PURCHASED GAS ADJUSTMENT COST RECOVER V 
S CLAUSE CALCULATION, Revised Est imate for the P~riod April 1998 
6 through December 1998 

7 E-2 ·CALCULATION OF TRUE-UP AMOUNT for t h~ 

8 Current Period April1998 through December 1998 

9 B-3 • TRANSPORTA'JiiON PURCHASES, SYSTEM SUPPLY 
I 0 AND USE for tbe Period April 1998 through Decem~ 1998 Oecause 
II Sebring Gas does not purclla.e transportation gu. tlus schedul~. although 
12 included in this filing. is not applicable. 

13 E-4- CALCULATION OF TRUE-UP AMOUNT. 

14 PROJECTED PBRJOD January 1999 through December 1999 
IS E-S • nmRM SALES AND CUSTOMER OAT A for 
16 

17 Q. 

the Projected hriod January I 99 through Dec~ 1999 

Were tbcle ldledulc:s prepared ~ your direction and 

18 IUpcrvision? 

19 A 

20 

21 

22 

23 

24 

25 

Q 

A 

Ye.t, they were 

REVISED ESTr~ATES FOR ntE PERJOD 

APRIL 1997 · DECEMBER 1998 

Wha.t it the revised estimate of total purcbued gu cost for 1 he 

period April I 997 through Decernbcf I 9987 

The revised estimate of purclwod sa• cost for the C\Jrrent period 

April 1998 through December 1998 is $149.663 
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8 

9 

10 

I I 

12 

13 

14 

IS 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

What i1 the revised eJtimate of gu revenue to be collected for the 

current period April 1998 through Decembet 19987 

The revised estimate of gu revenue to be collected for the current 

period Apnl 1998 through Decembet 1998 is S I 56,1 09 

Whit is the revised true-up amount, includinJJ interest , 

enimatcd for the current period April 1998 through December 

1998? 

The Company'• es~imate for the revised true-up, including 

imereJt, to be an undercoUec:tiion of$3,909 

PROJECTIONS FOR 1liE PERIOD 

JANUARY 1999 THROUGH DECEMBER 1999 

How wu the projections for the period January 1999 through 

Dcc:embcr 1999 determined? 

The ostimated su supply requiremems for each month of the 

twelve month period were determined initially. Thc$e requirement 

estimates were bued upon the estimated sales to ulrimate customers 

for the period. 

Whit steps were Uled to determine the estimated cost of ga.s for the 

projected period January 19Qq throu[lh OdCCillber 1999? 

ru reponed on Schedule E-1, tines I through II , the total cost of 

gas consistJ of the cost of demand and commodity cosu of firm 

transportation serviee(FTS) on FOT. the commodity colt of gu paid to 

our supplier, Peninsula £nergy SCIVices Co. (PESCO) and the cost of gu 

transportadon u billed by TECO (People'• Gu System) The demand 

portion of the services (line S of Sc:hcdules E-1 c.t E-IIR) is based on 

4 
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Sebring Gu System's contraGt with FGT and an estimate of FGTs demand 
2 rates for lh~ services, The commodity portion oft he Cost of Gas 
3 Purchased iJ abown as Lines I and 4 of Schedule E- 1 

4 The rate utUJud for the projected period Janaury I 099 through Decm~ber 
5 1999 are t.he current rates in effect by PESCO 

6 The Comrnodjty (Other), (line 4) is based on amount of thcnns 
7 purclwcd by Sebring Gas, multiplied by the cuncnt rate per therm, 
8 plu1 a management fee. The rate is based upon the price paid by 
9 our supplier PESCO, plus the management fee ofS2SO 00 per month 

10 The manaaernent fee allows Scbrins Oas to 001eflt from the 
I I retean:h of the gas procurement depanment of PESCO for 
I 2 obtaining the best gas price. Becaute of Sebring Gu' 4tnall 

13 lir.e and lack of experience in acquiriJ18 gas, the best use of:he 

14 Company'• fund• and reaources is to contract PESCO to 
I S provide gas for the company 

16 Other charges for the Cost oro., Purchased is represented on 
17 Line 6 of Schedule E-1. This figure consists of a charge for 

18 transportation by the TECO {People's Oas}, any W~tern Division 
19 Revenue Sharing Credit fiom rOT 4lld POA Reporting Fees 
20 TECO {People's Ou) transports the company's gas 1Upply through 
21 a 7 mile pipeline connected to FOT1 gatestat lon in Avon Park 
22 and ending at Sebring Ou' gatestation in Sebring The pipeline 
23 is presenting owned by Tampa Electric Company (TECO), who 

24 opcntes and maintaiN the teet ion of transrniJJion bnc The rate for 
2S transporution is bucd on a contract with the TECO for MCF1 

s 
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Q. 

A. 

transponed. 

How wu the projecled total fillTI Ales determined? 

The company has only firm sales at this time Subsequently, 

4 the total ales and firm aales are the aarne. The total sales were 

S detenninod by using historical averages for both cluses. residential 

6 and commercial. customera. witb a gtoW1h factor added The total 

7 ales are 1hown on Une 27 of Schedule E- 1 The total elltimated 

8 

9 

10 

II 

12 

13 

Q. 

A. 

sales for the Projected period January 1999 through Deecem~ 1999 is 

740,387 tbenns. 

What is the company's average cost per therm for the Projected 

period January 1999 through December 19997 

Shown on Une 40 of Schedule E-I, the company's average cost 

of gu for the Projecl.ed period April 1998 through March 1999 

14 is estimated to be 44.930 cents per thenn To arrive at the Total 

IS POA Factor, the average cost of gu !~adjusted for the estimated 

16 total true-up tlvough December 1998, u shown on Schedule E-4. 

I 7 and for revenuo-related taxes. 

18 

19 

20 

21 

22 

Q. 

A. 

Q. 

Wbat is the projecled POA Factor for the Projected peo k'<l 

January 1999 through December 19997 

The projecled POA Factor for the projected period is 40.930 

cents per thcnn, u shown on Une 45 of Schedule E-1 

The Cilimlled to1Altru6-t.rp for ll1e period April 1998 throush 

2J December 1998, u abown on Schedule £-4 is included in the 

24 projected POA Factor for the period January 1999 through 

25 December 1999. How wu tho figure calculated? 

6 



A. The final true-up amount for the period April 1997 through 

2 March 1998 is added to the estimated end of period net true-up 

3 for April 1998 tlvough Dece:mb~r 1998. The April 1998 through 

4 December 1998 estimated tnJe·up is based on five months' ac:tual 

s pliU four montha' projected data 

6 Q. What is the Impact of the total true-up for the period April 1998 

7 through December 1998 un the projected POA Factor for the 

8 Projected period JlllUII)' 1999through December 1999? 

9 A. The projected true-up for the period, ending De<l~ 1998 11 an 

10 underrccovcry of$7,398, which is shown on line 4, Column 

II 4 of Schedule E-4 Dividing the overrecovuy of$6,676 by 

12 the projected thenn Illes of740,387 thenns rcsuha in a 

13 refund of .90169 cents per therm to~ included in the proposed 

14 POA Fedor 

IS Q. What is tho maximum leveliz.ed purclwed gu factor (ap) 

16 that you are proposins for the projec:tcd period January 1999 

17 through Deumbet 1999? 

18 A The rnax!Joom levdiz.cd purcbued gu factor (cap) that Sebring 

19 Gu it proposins for the po:riod it 40 930 .-:.ut per tlk. "!T1 

20 Q. Does this conclude your testimony? 

21 A Yes, it does 

22 

23 

24 

2S 
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