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Purpose 

To: Florida Public Service Commission 

We have performed the procedures described later in this report to meet the agreed-upon 
objectives set forth by the Division of Economic Regulation in its audit service request dated 
January 12, 2012. We have applied these procedures to the attached summary exhibit and to 
several related schedules prepared by Florida Division of Chesapeake Utilities Corporation in 
support of its 201 1 filing for the Gas Conservation Cost Recovery Clause in Docket No. 120004- 
GU. 

This audit was performed following General Standards and Fieldwork Standards found in 
the AICPA Statements on Standards for Attestation Engagements. Our report is based on 
agreed-upon procedures. The report is intended only for internal Commission use. 



Obiectives and Procedures 

General 

Definition 

Utility refers to the Florida Division of Chesapeake Utilities Corporation 
GCCR refers to the Gas Conservation Cost Recovery. 

Revenue 

Operating Revenues 

Objectives: The objectives were to determine the actual therms sold for the period January 1, 
2011, through December 31, 201 1, and whether the Utility applied the Commission approved 
cost recovery factor to actual therm sales for the GCCR. 

Procedures: We reconciled the 2011 filing to the Utility’s monthly Revenue Reports. We 
computed the factors by rate code and compared them to the last Commission Order No. PSC 
10-0705-FOF-GU. We selected a random sample of residential and commercial customers’ bills 
and recalculated each to verify the use of the correct tariff rate. We calculated revenue using the 
statistics report times the ordered rates and determined there was a difference. See Audit Finding 
No. 1. 

Expense 

Operation and Maintenance Expense 

Objectives: The objectives were to verify that Operation and Maintenance (O&M) Expense 
listed on the Utility’s Schedule CT-3 filing was supported by adequate documentation and that 
the expenses are appropriately recoverable through the GCCR. 

Procedures: We traced expenses in the filing to the general ledger. We judgmentally selected a 
sample of O&M Expenses for testing. The source documentation for selected items was 
reviewed to ensure the expense was related to the GCCR and that the expense was charged to the 
correct accounts. All adjustments were corrected by the Utility in an amended filing. 

True-up 

Objective: The objective was to determine if the True-Up and Interest Provision as filed on 
Schedule CT-3 was properly calculated. 
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Procedures: We traced the December 31, 2010, True-Up Provision to the Commission Order. 
We recalculated the True-Up and Interest Provision amounts as of December 31, 201 1, using the 
Commission approved beginning balance as of December 3 1, 2010, the Financial: Commercial 
Paper rates, and the 201 1 GCCR revenues and costs. No exceptions were noted. 
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Audit Findings 

Finding 1: Industrial Customer Revenue 

Audit Analysis: A comparison of therms, from a Utility statistics report, times the ordered 
conservation rates showed a material difference between the computation and the 201 1 
conservation filing revenues. It was determined that several of the customers in Rate Class FTS- 
11 on the statistics report did not have a line on the bill for conservation charges and, therefore, 
no conservation revenue was recorded in the ledger for these customers. The billing system 
showed these customers as FTS-11. The December bills were reviewed for these customers. 
The bills have a rate class that indicates they were hand billed and only show amounts under a 
category called “Other Charges”. Commission Order No. PSC 10-0705-FOF-GU shows a 
conservation rate for FTS-11 of ,624 cents per therm. The Utilities Tariff sheet No. 88 for FTS- 
11 states: 

“The above rates shall be subject to the applicable MRAs and FTs as set forth on Sheet Nos. 98- 
106.” 

Tariff Sheet 98 and 99 list the conservation rates which include rate class FTS-I 1. 

The Utility responded that although these customers are in Rate Class FTS-11 in the billing 
system, they are billed under Tariff Sheet No. 91, the Contract Firm Transportation Service 
Rider which allows a reduction to a bill based on an evaluation of competitive conditions. The 
bills are computed by hand and do not use the rates for FTS-11. This rider does not discuss the 
conservation tariff. The revenues related to these customers were not included in the Utilities 
projections. Therefore, they believe that the customers should not be charged. 

Tallahassee staff has indicated that all customers should be charged the conservation rate and 
that some companies include the rate in the price determined by the rider. If these customers had 
been charged the FTS-I 1 rate, additional revenue of $650,927 would be included in conservation 
in2011. 

The Utility also has a Rate Class FTS-13 which does not have a rate in Commission Order No. 
PSC 10-0705-FOF-GU, or in the Tariff Sheets 98 or 99. This rate class billed 14,209,812 therms 
in 201 1 and because there was no ordered rate, no conservation fees were billed and therefore, 
staff did not calculate or include any revenue for this rate class in the above amount of $650,927. 

Effect on the General Ledger: If the Commission determines that these customers fall under 
the conservation tariff, revenues of $650,927 should be transferred from base rate revenues to 
conservation revenues. 
Effect on the Filing: If the Commission determines that these customers fall under the 
conservation tariff, revenues of $650,927 should be included in the CT-3 schedules for 2011. 
This amount plus additional interest of $399 would increase the over-recovery by $651,326 to 
$681,055. 



Exhibits 

Exhibit 1: True-Up 
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