
FLORIDA PUBLIC SERVICE COMMISSION 
AUDIT REPORT 

12 MONTHS ENDED SEPTEMBER 30, 1997 

FJELD WORK COMPLETED 
NOVEMBER 7, 1997 

SEBRING GAS S\'STEM, INC. 
SEBRING, FLORIDA 

HIGHLANDS COUNT\' 

PURCHASED GAS ADJUSTMENT AUDIT 
DOCKET NO. 970003-GU 

AUDIT CONTROL NO. 97-160-3-2 

AUDIT MANAGER 

N . JIVIIUU:,., 

DISTRICT AUDI SUPERVISOR 
ORLANDO 

I ~ S 6 9 DEC -9 :;; 



TABLE OF CONTENTS 

L EXECUTIVE SUMMARY 

AUDIT PURPOSE . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . l 

SCOPE LIMITATION . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . l 

DISCLAIM PUBUC USE . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 

OPJNION ...... . ......................... .. .. ....... . ... .. ..... l 

D. AUDIT SCOPE 

SCOPE OF WORK PERFORMED . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2 

Ill. AUDIT DISCLOSURES 

I. PURCHASED GAS COST ADJUSTMENT . . . . . . . . . . . . . . . . . . . . . . . . . 3 

2. PURCHASED GAS COST EST£MA TES .. .. . ... .. , . . . . . . . . . . . .. 6 

3. PURCHASED GAS COST VENDOR ERRORS .............. . . .... . 7 

IV. EXHWITS 

I. SEPTEMBER 1997 PGA FiLING . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8 



I. EXECUTIVE SUMMARY 

AUDIT PURPOSE: We have applied the procedures described in Ser.tion II of this 
report to the company-appended exhibit for the twelve-month period ending SeptembeT 
30, 1997, Purchased Gas Adjustment schedu.les. These procedures were to detcnnine that 
the exhibit represents company's books, that the~ are maintained in compliance with 
Commission directives, and th&t the facts which may influence tl1e Commission c!ecisio.l 
process are disclosed. The last day of field work wu November 7, 1997. 

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

OPINION: Subject to the procedures described in Section II, the company's books and 
record!. for the twelve-month period ending September 30, 1997, arc maintained in 
substantial compliance witll Commission directives. 

II. 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 J"eronciled exhibit amounts with the general 
ledger; visually scanned accounts for error or inconsistency, disclosed any 
WlfCSOived error, irregularity or inconsistency; and, e?.cept as noted, perfonned 
no other audit work. 

SCHEDULES A-t THROUGH A-6: Compiled and recomputed the company's 
~bedules A-1 through A-6 for tlle period October 1996 through Septem!>er 1997. 

PGA REVENUES: Tnced and recomputed lham sales for the abov:-menllom'd penod 

to company's monthly billing registers. 

COST OF GAS: Traced therms and cost of gas purchased to the company-provided 
invoices. 
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OTHER: Included documentation concerning the transfer of pipeline and ga:e facilities 
from the City of Sebring to TECO Peoples Gas which may have a future impact on 
Sebring Gas System, Inc. and its customers. 
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Audit Dbdoaure No. One 

Subject: P\ln:hued GaJ Cost Adju1tment 

Statement ofFactJ: 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 Peniruula Energy ServiCI" Compan)• 

indicate that the company paid $12.258 for the gas purchases indicated above. 

The above-referenced gas purchases arc recorded on Schedule A- I, line 4 and Schedule A-2, 

line 3 of Commission-required PGA filings. 

OplnloniRecommendadon: The company has undcneported the cost of gas purchases by 

$141 for the period of October 1996 for its PGA filing. 

The effcctJ of this error on Scbcdule A·l in October 1996 arc illustrated in at~ched Schedule 

I. 

The effect of tb.U error on the true-up factor for Schedule A-2 m October 1996 and aJ I 

subsequent months for this filing are illustrated in the attached Schedule 2. 

No audit adjustment is recommended 11 this time because of the small dollar amount of the 

error. Howe'tlel', audit stafft-..u advised company 1epeseut&tives to revise and resubmit PGA 

filings for the: final period ofScptmilier 1997. The compound effect of this error. including 

the interest effect, on September 1997 Schedule A-2 is 1$149 reduction to line II • PGA 

true-up adjustment. 
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Audit Dlsclosu,.. One, continued 
:Schedule2 
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Audit Di.Jdolure No. Two 

Statement of Fac:ta: 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 Jepicsent the t:rlnsp0i1atioo and service fees for use of the Avon Parle gate 
and pipe line. 

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

In a Jetter 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. bas written a letter to TECO Peoples Gas disputing the charges and 
fees in the October bill. 

The above-memioocd purchased gas costs are estimateJ calculated by the company because 

it did not rccei¥e a bi.U from the City of Sebring or TECO Peoples Gas for the transportation 
and service fees for the indicaled months which are included in this filing. 

No audit adjustment is recommended at this time because: the company still facu the 
potential liabiJjty for the time periods that it never received a bill. Additionally, the b11l it 
lhu received from TECO Peopl~ Gu it CWTently 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 ~lved at which time refunds or 
surcharges can be coosidered. 
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Audit DIJdosure No. Three 

Subject: Purchased Gaa Cost Vendor Erron 

Stateme;Jt of Facta: The Peninsula Energy Services Company's invoices for April- July 

1997 included bookout imbalance charges of $8,942, $5,961, $5,961, and $.5,961, 

respectively, for a total charge of$26,825. Additionally, the invoices for Mty ·July 1997 

included interest charges on the unpaid ba!ance of S 121, $78. and $36, respectively 

The vendor claims that there was an error in the Florida Gas Transmission {FGT) 

measurement for gas deliveries. 

The C001piDY notified lhe vendor of di!aepancies between the amount of g~U purchased and 

the amount of gu 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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CommisJKl!ICn 
JULIA l. JOH"'iON. CIWJWAN 
J . TERRY 01.ASON 

SUMN F Cv.AA 
DIA."'l K KIESI.NG 

JOL GARCIA 

Mr. Jerry H. Melendy, Sr. 
Sebring Gas Systems, Inc. 
3515 H1ghway 27, South 
Sebnng. Florida 33870-5452 

STATE OF F LORIDA 

a t' I ''• 
.... . I ' I .... . 

• 'j ,,,1 ... 
~ .. '- ... .;.Y· ·:o: 

:~::':J 
.:x;a: 

December 10. 1997 

01\N,.. Of Rtf ••b\ A Mt,..ill,.._. • 

DlANt As llA" I 
DIRinOR 

(I~OH I 3-0770 

Re: Docket No. 970003 -GU- Sebring Gas Systems. Inc 
PGA Audit R~port - Period Ended September 30. 1997 
Audi1 Control # 97-160-3-2 

Dear Mr. Melendy: 

The enclosed audi1 report is forwarded for your rev.ew Any company response 
filed w1th this office wrthin ten (10) work days of the above date w11l be forwarded for 
consideration by the staff analyst in the preparation of a recommendation for th1s case 

Thank you for your cooperation. 

BSB/cls 
Enclosure 
cc· Publ1c Counsel 

Messer Law Firm 

-'• Amnoa•'"' A~•.al o,..n •• .., '-""" 

Sincerely. 


	10-20 No. - 4567
	10-20 No. - 4568
	10-20 No. - 4569
	10-20 No. - 4570
	10-20 No. - 4571
	10-20 No. - 4572
	10-20 No. - 4573
	10-20 No. - 4574
	10-20 No. - 4575
	10-20 No. - 4576
	10-20 No. - 4577
	10-20 No. - 4578



