MEMORANDUH
December 12, 1995

TO:  DIVISION OF RECORDS AND REPORTING
FROM: DIVISION OF AUDITING AND FINANCIAL ANALYSIS (VANDIVER}\ )

RE: DOCKET NO. 950002-EG -- WEST FLORIDA NATURAL GAS COMPANY
CONSERVATION AUDIT REPORT - PERIOD ENDED SEPTEMBER 30, 1995
AUDIT CONTROL NO. 95-223-1-2

The above-referenced audit report is forwarded. Audit exceptions document
deviations from the Uniform System of Accounts, Commission rule or order,
staff Accounting Bulletin and generally accepted accounting principles. Audit
disclosures show information that may influence the decision process.

The audit working papers are available for review on request. There are no
confidential working papers associated with this audit.

Please forward a complete copy of this report to:

West Florida Natural Gas Company
J. E. Mclntyre

Post Dffice Box 1460

Panama City, FL 32402-1460

DNV /sp
Attachment
cec: Chairman Clark
Commissioner Deason
Commissioner Johnson
Comnissioner Kiesling
Commissioner Garcia
Mary Andrews Bane, Deputy Executive Director/Technical
Legal Services
Division of Auditing and Financial Analysis (Devlin/Causseaux/
File Folder)
Division of Electric and Gas (Ging)
Tallahassee District Office (Grayson)

Office of Public Counsel
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Ii

EXECUTIVE SUMMARY

AUDIT PURPOSE: We have applied the procedures described
in Section II of this report and have recalculated the
true-up and interest exhibits filed by West Florida
Natural Gas Company in support of Docket 950002-EG for
the twelve month pericd ended September 30, 1995, to
determine that the exhibits represent the utility’s books
and records and those books and records are maintained in
compliance with Commission directives and that facts
which may influence the Commission’s decision process are

disclosed.

SCOPFE LIMITATION: An audit exit conference was held
December 8, 1995. There are no confidential documents
associated with the audit report.

DISCLAIM PUBLIC USE: This is an internal accounting
report prepared after performing a limited scope audit;
accordingly, this document must not be relied on for any
purpose except to assist the Commission staff in the
performance of their duties. Substantial additional work
would have to be performed to satisfy generally accepted
audit standards and produce audited financial statements
for public use.

OPINION: Subject to the audit disclosures; the ECCR
exhibits for the twelve months ended September 30, 1955
represent West Florida Natural Gas Company’'s books and
records maintained in substantial compliance with
Commission directives. The expressed opinions extend
only to the scope of work described in Section II of this
report.

SUMMARY FINDINGS:

The Company included legal costs related to Demand Side
Management in its conservation expenses.

The Company is applying conservation rebates against its
customers non-regulated accounts.



II. AUDIT SCOPE
The opinions contained in this report are based on the audit work
described below. When used in this report,

COMPILED means that the audit staff reconciled exhibit
amounts with the general ledger; visually scanned
accounts for error or inconsistency; disclosed any
unresolved error, irregularity, or inconsistency; and,
except as noted performed no other audit work.

SCOPE OF WORK PERFORMED

CONSERVATION REVENUES: Compiled conservation revenues; verified
that the Company has used the Commission approved ECCR factors as
set forth in Commission Orders No. PSC-95-0398-FOF-EG; obtained a
copy of the sales journal for November 1994; recalculated the
conservation revenue for each rate class for November 1994 and
traced the conservation revenue to the general ledger.

CONSERVATION EXPENSES: Compiled conservation expenses; obtained a
copy of the conservation expense report for December 1994 for both
operating divisions; traced the December 1994 divisional expense
reports to the summary conservation expense report, traced the
summary conservation expense report to the general ledger;
judgementally selected and read invoices supporting incentive
payments, advertising expenses, and salesman bonuses for December
1994 for both operating divisions.

OTHER: Recomputed Ccmpany true-up and interest provision. Read
all invoices for legal expenses included for conservation recovery.



III. AUDIT DISCLOSURES
AUDIT DISCLOSURE NO. 1
SUBJECT: LEGAL EXPENSES

STATEMENT OF FACT: The company has included $527 of legal expenses
related to Demand Side Management in its conservation expenses.

FPSC Order PSC-95-0398-FOF-EG refers to Section 366.82.(5), Florida
Statutes, which specifically provides for recovery of the costs of
audits, conservation programs, and the implementation of a
utility’s conservation plan.

OPINION: Since Demand Side Management is not an approved
conservation program, the related legal expenses should not be
recovered through the ECCR Clause.

COMPANY COMMENT: The Company may respond at a later date.




AUDIT DISCLOSURE NO. 2
SUBJECT: CONSERVATION REBATES

STATEMENT OF FACT: The Residential Electric Appliance Replacement
Program offers customers an installation allowance to assist in
defraying the additional cost of gas piping and appliance venting
required when converting from electric to energy conserving natural
gas appliances. During the review of customer incentive vouchers
for December 1994, the audit staff found numerous instances where
the customer incentive was not supported by a check to the
customer. Upon further review, the audit staff found that these
customers had signed an authorization which allowed the
conservation payment to be applied against their non-regulated
account.

Utility personnel represents that the non-regulated entity 1is
providing water heaters to customers at no charge in exchange for
the conservation payment.

OPINION: The disclosure is to provide information on the method in
which customer incentives are being distributed.

COMPANY COMMENT: The Company may respond at a later date.
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Commussioners:

SUSAN F. CLARK, CHAIRMAN DIVISION OF RECORDS &

J TERRY DEASON REPORTING
JULIA L. JOHNSON BLANCA 5. BAYO
DIANE K. KIESLING DIRECTOR

JOE GARCIA (904) 413-6770

Public Serbice Commission

December 13, 1995

Mr. J. E. Mclntyre

West Florida Natural Gas Company
Post Office Box 1460

Panama City, Florida 32402-1460

Dear Mr. Mclntyre:

RE: Docket No. 950002-EG -- West Florida Natural Gas Company
Conservation Audit Report - Period Ended September 30, 1995
Audit_Control #95-223-1-2

The enclosed audit report is forwarded for your review. Any company response filed with this
office within ten (10) work days of the above date will be forwarded for consideration by the staff
analyst in the preparation of a recommendation for this case.

Sincerely,
P?QM é J
Blanca S. Bay6é

BSB/mas

Enclosure

c¢c: Public Counsel
Messer Law Firm

CAPITAL CIRCLE OFFICE CENTER e 2540 SHUMARD OAK BLVD e TALLAHASSEE, FL 32399-0850
An Affirmative Action/Equal Opporunity Employer
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