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I. EXECUTIVE SUMMARY 

Audit Purpo~e: We have applied the procedures described in Section 11 of this 

report to audit the appended Conservation True-Up schedules ftle1 by City Gas 

Company in support of Docket 970002-EG for the twelve month period ended 
Sept:mber 30, 1997 to determine that exbibits represent utility books and that those 
recorda are maintained in compliance with Commi.ssion directives, that adjustments 
are based on supportable faGU and assumptions, and that facts wluch may influence 

the Commission decision proc:ess are disdoscd. The audit exit conference was held 

December 3, 1997. This report is bued on confidential information which is 

separately filed with the Division of Records and Reponing 

Obcblm Publk U~e: This is an internal accounting repon prepared after 

~onning a limited scope audit Accordingly, this do.::ument must not be relocJ upon 

for any purpose except to llSSist the Commission staff 10 the perfo:mancc of their 
dutie;;. Substantial additional work would have to be performed to satisfy generally 

accepted auditing standards and produce audited ftnancial statements for public use 

Opinion: Subject to audit exceptions 1-3 and d•sclosures I & 2, the True· Up 

schedules of the Conservation filing for the twelve month period ending September 
10, 1997 represent City Gas Company books and records maintained 10 subst8Iltial 

compliance with Commission directives. The expressed opinion only to the scope of 
work described in section 11 of this repon. 



n. AUDIT SCOPE 

The opinions contained in this report are based on the audit work descnbed be.low 
When used in this report, the following definitions shall apply 

COMPILED • The audit staff' reconciltd exhibit amounts with the general 
ledger, viJually IC&Med accounts for error or inconsistency, disclosed any 
unresolved error, irregularity. or inconsistency, and c:l(CCpt as noted, 
performed no other audit work 

EXAMINED. The audit staffreconcil~ exhibit amounts w1th the general 
ledger, traced general ledger account balances to subsidinry ledgers applied 
selective analytical review proeedures. tested account balances to the extent 
further described, and disclosed any error, irregularit) or Inconsistency 
observed. 

REVENUES: Compiled revenues from the general ledger and reconciled to 
Company schedules CT-3 Compiled lherrns sold from the Company's revenue 
worksheets and applied the applicable rate factors a~proved in Commission orders 
R.cconc:iled revenue calallation to Company's CT -3 schedules RC<Nmputed bills for 
various rate cluses to determine that the applicable factor is ae1ually charged 

EXPENSES: Examined expense amount~ per the general ledger and reconciled to 
Company's CT-3 schedules Staff tested 100% of all advertising expeMes by tracing 
to the invoices and advertisements From the Compan1 s prepa1d pnntout of 
incen:ives staff pulled e judgmenta1 sample The tncentive expenses were traced to 

vouchers, invoices, and sales contmcts. Payroll allocations for the month of 
December, 1996 were recalculated. Recalculated tht year end allocation of 
transportation expenses and agreed them to the general ledger 

TRUE-UP: Recalculated the true-up and verified the beginning true-up to the 
ECCR orders and the interest rates to the Wall Street Journal 
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Ill. AUDIT EXCEPTIONS 

AUDIT EXCEPTION NO. I 

SUBJECT: SAMPLE TESTING 

STATEMENT OF FACT: Staff judgmentally selected a sample of incentive 
expenses ftom the General Ledger using the infonnation from the analytical rev1ew 
and requested the company provide tM \I'OUChers for testing The following vouchers 
could not be located by the company 

No. 

2 
3 
4 
s 
6 

Dll~ 

3131197 
3/31/97 
11130/96 
11130/96 
1/31/97 
7131/97 

Vendor 

B &. R Plumber 
Jack Wingo 
Micah Nix 
Dial Plumber 
Dill Plumber 
Floral Lane 
Total 

Provam Am.,unt 

S67.• 00 
I $575 00 
3 $396 16 
3 $380 14 
3 $186 34 
3 $326 58 

$2.539:2 

OPINION: Since a.1aff could not determine that these vouchers were related to 
conservation, they &hould be disallowed 
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AUDIT EXCEI'TION NO. 1 

SUBJECT: SAMPLE TESTING 

STA TEMEN'f OF PACT: Using the costs recorded in Schedule CT -2 
Conservation Program Costs, atatf performed sample testing and discovered that 
some of the incentive expenses were recorded in the incorrect programs The 
foiJowins adjusting entries were made to record them in appropriate ECP programs 

Inceotive Expense Program 4 ·Dealer Program $255 00 
Incentive Expense Program 3 -Electric Rt"placeme111 S255 00 

Incentive Exp. Program I -Single Family Home Buildc1 $475 00 
Incentive Expense Program 3 -Electric Replacement $475 tJO 

OPINION: The recording oftlwo above entries overstated Program 3 only, not the 
overall conservation expenses 
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AUDIT EXCEmON NO.3 

SUBJECJ': ADJUSTING ENTRIES 

STATEMENT OF FACT: Per Schedule CT-2 Company's Conservation Filing 
cosu, staff penonned sample testillg and discovered the followmg 

Advertblna Espenses 

I. The company recorded the printing of the letterhead ($392 20) as ECCR 
advertising expense when thia was an office supply expen.se The payment 
wu made to Marlceting Talent Network on January 17, 1997 and 
recorded in the General Ledger on January 31, 1997 

2. The company incorrectly included S881 . 98 of sales ~dX paid to Marketing 
Talent Network for the radio and newspaper advenisement for the month 
of May, 1997. According to Florida Department of Revenue. only !Pe 
production costs of the lldvenisement are taxable The cost of placing the 
ad on the newspaper or on the radio i5 not taxable 

Incentives 

I. Two payments of Cut & Cap Rebate, $1,578.80 and $287.68, were made 
by the company to Dial Plumbing of Brevard Inc on Decembel 5. 1996 
and January 27, 1997 respectively These amounts were incorrectly 
recorded as ECCR incentives for the months of December. 1996 and 
February, 1997. 

2. The company made a rebate for a water heater in the amount of $599 75 
when the maximum rebate was $400.00 to a customer on October 23, 
1996. This amount wu patt of tho $8,699 75 Pdjusting entry recorded an 
December, 1996. The difiCrence of $199 75 ($599 75 - S400 O<J) should 
be removed from the incentive expenses 

OPINJON: The &hove costs are not conservation related, thus, the booking or 
these entries overstated the filing expenses. With interest (see calculation thnt 
follows) this results in an increase of the total net true-up of$3,466 00 

s 
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IV. AUDIT DISCLOSURES 

AUDIT DISCLOSURE NO. 1 

SUBJECT: SERVICE CHARGE 

STATEMENT OF FACT: In verifying the revenues an Schedule CT-3 
Conlervltion Revenue filed by the company, Sl.lffllalculated some of the customers' 
bills and discovered that the monthly aervice charges ($7 00 for resident is! service, 

$17.00 for commercial setvie4, and $3.5.00 for large commercial service) were 

sometimes prorated if the billing cycle was greater than or less than the 30 days. 

For extmple, if the billing cycle of a residential customer had 35 days, the monthly 

service cllarge wu $8. 17 ($7.00•35/30) In another instance, when the bilhng cycle 
of a residential customer had 23 days, the se.-vice charge was not prorated (sec 

Schedule of Service Charge on page 9) Acrording to the company, the proration of 
the service charge started as of January 1997. 

OPINION: The monthly tervice charge does not affect conservation 
However, if the rate the company i1 using is incorrect, then the customers are being 
overclwged for normal rates. According to the tariff, the customer chugc is a 

monthly rate. lf the compar.y is billing 12 cycles, staff does not s.t.-t any reason to 
prorate. If proration were appropriate it should be applied consistently 
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'>OIEDUU: Of SERVICE CHARGES 
(I) (2) (3) (4) (5) (6) (7) (8) (9) (10) ( II ) (12) 
ACCOUNT NO 13tUmgC}~k Days R.al<: Per ,.. vf Tbcrnu Net Per l...c:5s Total DIFF 

Rate Sch Total Amauo. Custancr's Sen-= 
Billa.l Bill ~ 

(3) . (4) (6) • (7) (9)-(10) '!l.:1!.!l 

RE.SW£NTIA L 80 1_., I 

50-23 1.()0006()9..0 I I 12-28-96 10 1·31-97 35 091765 $32.12 IOOO<Wo 75 7 $6947 $17.63 $817 $69.46 $().01 
4f>-2 11-0617«3-012 1-1-97 10 1-23-97 23 091765 S21.11 IOO<Xm S4 $49 55 SS6.SS $700 $.49.55 $()00 

llf.SWENTIAL CONSOUDA TED 806-801 

32-2 11 ~72404~13 12-2-9610 1-3-97 32 0 91765 S29.36 IOO<Xm 30.1 S27 62 $34.62 $7.00 S27.62 sooo 
32-211~72419-011 12-2·9610 1-3·97 ., 

~~ 0.91765 $2936 IOO.<Xm 22.6 S20.74 $27.74 $700 S20.74 ($()00) 

COMMERCIAL 830-814 

50-231-0002464.-012 12-27·9610 I-31 ..<J7 35 0.63326 $22.16 IOO<Xm 2446 SIS4.90 Sl74.72 $19.83 $154.89 ($().01) 
47-221-0322558-011 12-26-9610 1-23-97 28 0.63326 Sl7 73 100.~ 7,194 0 $4,555.61 $4,572.68 $1700 S4,SSS68 ($0.01) 
46-211-ru89528-0 II 12-20-96101-24-97 66 0.63326 $.41.80 100.00% 7!J22.4 $5,016.94 S5,0S4.J.4 $37.40 $5,016.94 ($().00) 

lARGE COMMEilCIAL 832-814 

43·211-07S4S73-0II 12-23-9710 1-1-97 9 0.59403 SS.JS 100.00% 5,694.4 $3,382.64 SJ,39l.IS SIO.SO $3,382.65 (10.01) 
)8...211-0755260-011 12-13-9610 1-13-97 34 0.59403 $20.20 100.00% 21,473.0 SI2.7S5.61 $12.790.61 S3S.OO Sll,7SS.61 {SO.OO) 
39-211-07SSI90-011 1-12-9610 l·U-97 13 0.59403 $7.72 100.00% 4,467.2 $2.653.65 $2.668.82 $15.17 $2,653.65 (SO.OO) 
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AUDIT DISCLOSURE NO. 2 

SUBJECT: PROMOTIONAL MERCHANDISE 

STATEMENT OF FACf: The company included promotional merchandise of 
$2,410.12 in Schedule Cf-2 Company Conservation Program Costa This promotion 
wu a copy of the company ad printed on a piece of magnet, which was distributed 
to company employees and customers. Rule 25-17 016 states that m determining 
whether an advertisement is wdirectly related to an approved conservation program", 
the CortmiJsion shall consider, but is not limited to, whether the advertisement or 
advertising campaign· 

I. Identifying a apecific problem 
2 Stating how to correct the problem 
3 Providing direclion c:onceming how to obtatn help to allev~ate 

the problem 

OPINION: This promotion does not meet the &bove critena 
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STATE OF FLORIDA 

Commwloncn: 
JUl..IA L . .k>HNsotl, ownv.N 
J.TEJUtY~ 

er..o. or ~a llDoan<O 
B~AS BAYC. 
D!UC"TOtt 

SUSAN F. CLAU (1$0)413~710 

DIAN£ K. K!ESI...INO 
JOE GARCIA 

Mr. Michael Paleckl 
City Gas Company of Florida 
655 East 25th Street 
Hialeah. Florida 33013--3498 

December 23, 1997 

Re: Docket No. 970002 - EG - City Gas Company of Florida 
Conservation Audit Report- Period Ended September 30, 1997 
Audit Control f 91-181±2-1 

Dear Mr. Paleckl: 

The enclosed audit report Ia :orwarded for your review. Any company response 
filed with this office within ten (10) wori< days of the above date will be forwarded for 
consideration by the ata1f analyst In the preparation of a recommendation for this case 

The Division of Recorda and Reporting is holding the woriq>apers for which you 
requested confidential treatment You have 21 days from the audit exit conference. or 
December 24, 1997 to file a formal request for Confidential Cla"lflcation with the 
Division of Recorda and Reporting. 

Thank you for your cooperation. 

KF/clt 
Enclosure 
cc: Public Counsel 

Slncerely. 

~.!::r 
Bureau of Recorda 

CArrrAL CmcL& Qrrla CID'tTD •ls.o SlaiMA&D O.u IS<X.'UVAA.D. T A u..AII.UIU. n. 3lJ99 0150 
Aa A-~ O#f _, ~ !-.. ~ CUHT<\CT.,c.nATLn.US 

• 


	10-19 No. - 867
	10-19 No. - 868
	10-19 No. - 869
	10-19 No. - 870
	10-19 No. - 871
	10-19 No. - 872
	10-19 No. - 873
	10-19 No. - 874
	10-19 No. - 875
	10-19 No. - 876
	10-19 No. - 877
	10-19 No. - 878
	10-19 No. - 879
	10-19 No. - 880
	10-19 No. - 881
	10-19 No. - 882
	10-19 No. - 883
	10-19 No. - 884



