July 17, 1998

TO: DIVISION OF RECORDS AND REPORTING J
0
FROM: DIVISION OF AUDITING AND FINANCIAL ANALYSIS (VANDIVER) A

RE:  DOCKET NO. 980003-GU -- SEBRING GAS SYSTEM, INC.
AUDIT REPORT - PGA - SIX-MONTH PERIOD ENDED MARCH 31, 1998
AUDIT CONTROL NO. 98-160-3-1

-----------------------------------------------------------------------------

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. Audlt
disclosures show information that may influence the decision process.

The audit was prepared using a micro computer and has been recorded on one
diskette. The diskette may be reviewed using IBM compatible equipment and
LOTUS 1-2-3 software. There are no confidentlal working papers assoclated
with this audic.

Please forward a complete copy of this audit report to:

Sebring Gas System, Inc,
Jerry H. Melendy, Sr.
3515 Highway 27 South
Sebring, FL 33870-5452
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DIVISION OF AUDITING AND FINANCIAL ANALYSIS
AUDITOR'S REPORT

JULY 10, 1998

TO: FLORIDA PUBLIC SERVICE COMMISSION AND OTHER INTERESTED PARTIES

We have applied the procedures described laier in this report to audit the accompanying
Purchased Gas Adjustment schedules for the six-month period ended March 31, i298, for Sebring
Gas System, Inc. These schedules werc prepared by the company as part of its petition for
purchased gas adjustment true-up in Docket No. 980003-GU. There is no confidential information
associated with this audit, and there are no audit staff minority opinions.

This is an internal accounting report prepared afler performing a limited scope audit.
Accordingly, this report should not be relied upon 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 auditing standards and produce audited financial statements for public use.

In our opinion, the schedules referred to above present fairly, in all material respects, the
company’s books and records, maintained in conformity with the accounting practices prescribed by
the Florida Public Service Commission. The attached findings discuss all differences and any other
matters which were noted in our examination.




SUMMARY OF SIGNIFICANT PROCEDURES

Our audit was performed by examining, on a test basis, cerfain transactions and account
balances which we believe are sufficient to base our opinion. Our examination did not entail a
complete review of all the financial transactions of the company. Our more important audit
procedures are summarized below. The following definitions apply when used in this report.

Scanned - The documents or accounts were read quickly 'ouking for oGvious errors.

Compiled - The exhibit amounts were recorciled with the general ledger, and accounts were
scanned for error or inconsistency.

Confirmed - Evidential matter supporting an account balance, transaction, or other
information was obtained from an independent third party.

Schedules A-1 through A-6 - Compiled and recomputed the company’s Schedules A-1 through A-6
for the period October 1997 through March 1998.

PGA Revenues - Traced and recomputed therm sales for the above-mentioned period to the
company’s monthly billing registers and general ledger.

Cost of Gas - Traced therms and cost of gas purchased to the company-provided invoices and
company's general ledger.

Other - Recomputed a sample of customer bills to confirm that the company is using Commission-
approved tariffs.




Disclosure Number 1
Subject: Purchased Gas Transmission Cost Estimates

Statement of Fact: The company included the following amounts as transmission costs paid to
TECO Peoples Gas for transporting purchased gas through the Avon Park service line

October 1997 51,508 January 1998 $2,497
November 1997 $1,707 February 1998 $2,323
December 1997 $2,187 March 1998 $2,515

Opinion/Recommendation: The costs recorded for October through December 1997 above are
estimates calculated by the company because of an ongoing billing problem with TECO Peoples Gas.
This problem was disclosed in the previous staff"s audit report for Docket No. 970003-GU.

The costs recorded for January through March 1998 are the actual amounts billed by TECO Peoples
Gas. However, the company continued to dispute the amounts calculated by TECO Peoples Gas
During audit staf’s field work, the company indicated that the billing dispute was settled in May
1998.

No adjustment is recommended at this time because the billing dispute extends into the next PGA
filing period. The company has been advised to calculate a true-up adjustment for the above billing
problems and to reflect the adjustment in its next PGA filing with adequate documentation
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COMPANY: SEBRING GAS SYSTEW, INC.

CALCULATION OF TRUE-UP AND INTEREST PROVISION
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STATE OF FLORIDA

Drvisaos o Recoars & Roroa e
BLANCA S, BAYO

Commissioners:
Jutta L. JOnNSON, CHAIRMAN

1. TERRY DEASON _ DirecTOR
SusaN F. CLARK SIR Ny (850) 4136770
JOE GARCLA ‘., . ’
E. LEON JaCO8s, JR. =n=
Public Service Commission
July 21, 1998

Jerry H. Melendy, Senior, President
Sebring Gas System, Inc.

3515 Highway 27 South

Sebring, Florida 33870-5452

Re: Docket No. 980003 - GU - Sebring Gas System, Inc.
Audit Report - PGA - Six-Month Period Ended March 31, 1998

Audit Contro] # 98-160-3-1

Dear Mr. Melendy:

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

Thank you for your cooperation.
Sincerely,

a. :

Blanca S. Bayo

BSB/ABF
Enclosure
cc: Public Counsel
Division of Audit and Financial Analysis

CaPITAL CIRCLE OFFICE CENTER * 2540 SHUMARD OAK BOULEVARD » TALLAHASSEY, FL 31399-0850

As AMrmative ArnisnEqesl Opportenity Empleyer
Public Service Comminsion Website: werw Lsorinet Internet E-mail: conisct s pacatabe.Mlas
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