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EXECUTIVE SUMMARY

AUDIT PURPOSE: We have applied the procedures described in Section Il of this
report to the company-appended exhibit for the twelve-month period ending September
30, 1997, Purchased Gas Adjustment schedules. These procedures were to determine that
the exhibit represents company's books, that the becks are maintained in compliance with
Commission directives, and that the facts which may influence the Commission cecision
process are disclosed. The last day of field work was November 7, 1997,

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

OPINION: Subject to the procedures described in Section 11, the company's books and
records for the twelve-month period ending September 30, 1997, are maintained in
substantial compliance with Commission directives.

AUDIT SCOPE

This report is based on the audit work described below. When COMPILED is used in
this section of the report, it defines completed audit work as follows:

COMPILED: 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.

SCHEDULES A-1 THROUGH A-6: Compiled and recomputed the company’s
Schedules A-1 through A-6 for the period October 1996 through September 1997.

PGA REVENUES: Traced and recomputed therm sales for the abovs -mentioned period
to company's monthly billing registers.

COST OF GAS: Traced therms and cost of gas purchased to the company-provided
invoices.




OTHER: Included documentation concerning the transfer of pipeline and gate facilities
from the City of Sebring to TECO Peoples Gas which may have a future impact on
Sebring Gas System, Inc. and its customers.




Audit Disclosure No. One

Subject: Purchased Gas Cost Adjustment

Statement of Facts: The company’s filing for the month of October 1996 indicates that it
paid $12,117 for gas purchases from Peninsula Energy Service Company.

The company's general ledger and invoices from Peninsula Energy Service Company
indicate that the company paid $12,258 for the gas purchases indicated above.

The above-referenced gas purchases are recorded on Schedule A-1, line 4 and Schedule A-2,
line 3 of Commission-required PGA filings.

Opinion/Recommendation: The company has underreported the cost of gas purchases by
$141 for the period of October 1996 for its PGA filing.

The effects of this error on Schedule A-1 in October 1996 are illustrated in attached Schedule
1.

The effect of this error on the true-up factor for Schedule A-2 in October 1996 and all
subsequent months for this filing are illustrated in the attached Schedule 2.

No audit adjustment is recommended at this time because of the small dollar amount of the
error. However, sudit staff has advised company representatives to revise and resubmit PGA
filings for the final period of September 1997. The compound effect of this error, including
the interest effect, on September 1997 Schedule A-2 is a $149 reduction to linc 11 - PGA
true-up adjustment.




Audit Disclosure One, continued
Schedule 1

SEBRING OAS & YBTEM, INC.

SCHEDULE A
COST OF GAS PURCHABED
1 COMMOOITY (Pipaine)
2 NONOTICE SERVICE
3 SWING BERVICE
4 COMMOOITY (Other)
5  DEMANO
€@  OTHER-Cly ol Sabring
LESS END-USE CONTRACT
7  COMMODITY (Pipeine)
&  DEMAND
9

10
1" TOTAL COBT (1+24364+8+8+ 10T +8+8)
12 MET UNBILLED
13 COMPAMY USE
14 TOTAL THERM BALES
THERMS PURCHASED
18 COMUODITY (Pipeine) Biling Detemminants only
18 MO HOTICE BERVICE Bling Detssaminants only
17 BWANG BERVICE Commodly
18 COMMODITY {Othes) Commodity
10 DEMAND Biing Determinants only
0 OTHER - Ciy of Gebrng BEing Determinants only

Fil COMMODITY (Pipsine)
F e DEMAND

24 TOTAL PURCHASES (1T+18)321+23)
5 HET UNBILLED
¥ COMPANY USE
7 TOTAL THERM SALES [Schadule AS)

TOTAL COBT OF THERMSE BOLD (11127)
TRUELP [Mohadule E-7)

TOTAL COST OF GAB (a0+d1)
REVENUE TAX FACTOR

POA FACTOR ADJUBTED FOR TAXES (42°43)
POA FACTOR ROUNDED TO MEAREST .001

CENTS PER THERM

28 COMMODITY (Pipsine) (118)
29 NO NOTICE BERVICE ane
30  SWING BERVICE |
31 COMMODITY (Othed “ne)
32  DEMAND S19)
33 OTHER - Clty of Sabring @20}
34 COMMODITY (Fipsine) 1)
38  DEMAND ®22)
£

37  TOTAL COST OF PURCHASES (11724)
38 NET UMBILLED (228)
3  COMPANY USE (1328)
40

a

Q

4

4

a8

PER COMPANY
OCTOBEK
1904

19410
4 343
ERR

27 82024
ERR

20 40517
O 88800
9 o847
101811
0 53887
20840

PER AUDIT
OCTOBER
1998

43 8TD

42,523

0629
ERR
ERR

1972

4345

ERR

217 $4247

ERR

10 82780
O S8P00
% 418680
101811
T eTeTS
meTe

OIFFERENCE

{141)

(141}

032210

©3121n

0 33243)
U 33243

033878}
0 33a7h)




Audit Disclosure One, continued

Schedule 2
Per Company True-Up Per Audit True-Up Cumulative
Monih Schedule A-2Line 11 Schedue A2Lne 11 _Difference
oCT 08 18,855 18,514 141
NOV 88 12,015 12773 142
DEC 98 2,797 2,654 143
JAN 87 (5,680) (5.834) 144
FEB 87 (8.979) (7.123) 144
MAR 07 (3,833) {3.078) 145
APR 87 (4.415) {4,560) 145
MAY @7 (8,548) (8,682) 148
JUN &7 (7.589) (7.738) 147
JuL @7 (7.821) (8.086) 148
AUG &7 (7.524) (7.672) 148
SEP 97 (5.544) (5.663) 149
5




Audit Disclosure No. Two
Subject: Purchased Gas Cost Estimates

Statement of Facts: The company included in its PGA filings the amounts of $1,208,
$1,178, and $ 1,195, in July, August, and September 1997, respectiveiy, for purchased gas
costs. These costs represent the transportation and service fees for use of the Avon Park gate
and pipe line.

Opinion/Recommendation: The above costs represent transportation and service fees
which were normally billed by the City of Sebring through June 1997.

In a letter dated June 16, 1997, TECO Peoples Gas reacquired control of the gate and
pipeline. TECO Peoples Gas did not issue a bill for these services until October 1997.

Sebring Gas System, Inc. has written a letter to TECO Peoples Gas disputing the charges and
fees in the October bill.

The sbove-mentioned purchased gas costs are estimates calculated by the company because
it did not receive a bill from the City of Sebring or TECO Peoples Gas for the transportation
and service fees for the indicated months which are included in this filing.

No audit adjustment is recommended at this time because the company still faces the
potential lisbility for the time periods that it never received a bill. Additionally, the bill it
has received from TECO Peoples Gas is currently under dispute.

The company should be required to deposit the revenues collected resulting from these
estimations in an escrow account until the matter can be resolved at which time refunds or

surcharges can be considered.




Audit Disclosure No. Three
Subject: Purchased Gas Cost Vendor Errors

Statement of Facts: The Peninsula Energy Services Company's invoices for April - July
1997 included bookout imbalance charges of $8,942, $5961, $5961, and §5961,
respectively, for a total charge of $26,825. Additionally, the invoices for May - July 1997
included interest charges on the unpaid balance of $121, $78. and $36, respectively.

The vendor claims that there was an error in the Flonda Gas Transmission (FGT)
measurement for gas deliveries.

The company notified the vendor of discrepancies between the amount of gas purchased and
the amount of gas sold to customers by letter dated April 4, 1997.

The company included the above bookout imbalance and related interest charges in the
respective months' purchased gas cost.

Opinion/Recommendation: The above is provided for informational purposes.
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(zJor3¥ed) [ LIGTHXH

COMFPANY: SEBRING GAS SYSTEM, INC. CALCULATION CF TRTE-UP AND INTEREST PROVISION SCHEDULE A3
(REVISED &)
FOR THE PERKD OF: APREL 9T Through MARCH 63
- CURRENT MONTH:  SEP WY | PERICD TO DATE
ACTUAL | REWVISED  DIFFERENCE ACTUAL | REYISED DIFFERENCE
ESTIMATE | AMCUNT % ESTIMATE |  AMOUNT =
CRUS-UP Cal CULATION
1 PURCHASED GAS CRST (A1.UNES 1, 4 410) 310,168 $12.85 210 17.78) s&5.C084 $78.672 g1 -] 28.18
2 TRANSPORTATION COST(A-1LINES 2354 E) 2818 3.081 FIL] L Ko 471,017 17 804 29213 (183.53)
3 TUTAL (A1, UNE 11) 12,582 A28 2,844 15841 108,161 4 538 (7,825 (8.67)
4 FUEL REVENUES (A1, UNE 14) 14,952 15425 44 28| 10053 M5 {5.094 (a45)
(NET OF REVENUE TAX)
5 TRUE-UP (COLLECTED) OR REFUNDED 457 457 0 0.00 2742 2742 0 0.00
B FUEL REVENUE APPUCABLE TO PERICO * 15,448 15,803 434 27| 1w wTaTE [5,064] {8.25)
(UNE 4 {* or -) LINE §)
T TRUE-UP PROVISION - THIS PERICOD 2,447 457 {2010] (433.21] 1.2 2742 1801 . 55
(UNES.-UNEY) 2
8 WNTEREST PROYVISION-THIS PERIOD (21) (30 0 ¥ (180 0 180 $00.00
9 EEGINNING OF PERICO TRUELUP AND (7.525 12615 20440| 15337 (3.8 12,815 18743 129.89
NTEREST ) ) ;
10 TRUE-UP COLLECTEO OR m.mnim (457 (£57) 0 0.00 (2742 {2742 0 0.00
(REVERSE OF LINE §) A - ’
“108 FLEX RATE REFUND {l’-mlabhl i 0 o 0 0.00 0 0 0 0.00
11 TOTAL EETIMATEDVACTUAL TRUELR {55,545 $12§15) S18.480| 14254 (35.545] 312515 518,450 142.83
(T+B+B+10+10a)
INTEREST PROVISION
12 BEGINNRNG TRUE-UP AND i! (§7,525] S12915| SN040| 15877 *NEneSls 2 refund add bo line 4
INTEREST PROVISION (9) ¥ Hne 5 Is 2 collection () subtract from Bna 4
13 ENDWNG TRUE-UP BEFORE (5.515 12915 10430 14270
INTEREST (12+7-5)
14 TOTAL (12+13) . (13,040 25830| 33870| 150.42
15 AYERAGE (50°% OF 14) (8,520 12,618 104335 150,48
18 INTEREST RATE - FIRST 5.58000% | 0.00000% |-5.58000% | (100.00
CAY OF MONTH ’
17 INTEREST RATE - FIRST 5.53000% | 0.00000% [-5.53000% |  (100.00
DAY OF SUBSEQUENT MONTH
18 TOTAL (18+17) 11.0900% | 0.00000% [-11.0000% |  (100.00
19 AVERAGE (50% OF 18) 5.54500% | 0.00000% -5.54500% |  (100.00
20 MONTHLY AVERAGE (1812 Nerha) 0.45208% | 0.00000% [-0.48208% |  (100.00
21 INTEREST PROVISION (15220) {530 $0  $30.13] (100.00




STATE OF FLORIDA

Devisacrs OF Rponapm & B e,
BLancA S BAYD

DIRECTOR

(B50)413-6770

Commissioners:
JuLia L. JOHNSON, CHAIRMAN
1. TERRY DEASON
SusaN F. CLARK
Diany K. KIESLING
JOE GARCIA

December 10, 1887

Mr. Jerry H. Melendy, Sr.
Sebring Gas Systems, Inc.
3515 Highway 27, South
Sebring, Florida 33870-5452

Re: Docket No. 970003 -GU- Sebring Gas Systems, Inc
PGA Audit Report - Period Ended September 30, 1997
Audit Control # 97-160-3-2

Dear Mr. Melendy:

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

Thank you for your cooperation.

Sincerely,

=B )

Blanca S. Bayo

BSB/cls

Enclosure

CccC: Public Counsel
Messer Law Firm

CAPITAL CIRCLE OFFICE CENTER * 2540 SHUMARD OAK BOULEVARD » TALLAHASSEE, FL 31399-0850
An AfMrmath e Actisa/Equal Opporteaity Empleyer laternet E-madl CONTACT aPSOSTATEFLLS
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