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I. EXECUTIVE SUMMARY 

Audit Purpose: 

We have appUed the procedures described In Section II of this report to 
audit the aehedules of Rate Base, Net Operating Income and Capital 
Structure for the twelve month period ending December 31, 1993 prepared 
by Aortda Public Utilities Company for their petltlon for rate relief, 
FPSC Docket 940620-GU. 

Scope Umltation: 

The audit axlt conference 1as held January 23, 1995. This report Is based on 
confldontJal Information which is separately filed with the Commission Clerk. 

Dlsclalm Public Use: 

This Is an Internal accounting report prepared after performing a 
limtted acope audit; accordingly, thls document must not be relied upon 
for any purpose except to assist the Commission SUs1f In the 
performance of tt-elr duties. Substantlal additional work would have to 
be perlormed to satisfy generally a<'.cepted auditing standards and 
produce audited flnancfal statements for public use. 

Opinion: 

Subject to Audit Exceptions 1 and 2, Audit Disclosures 1 - 16 and the 
scope of work as described In Sectlon II, the company schedules of 
Rate Base, Net Operating Income and Capital Structure represent the 
company's books and records maintained In substantial compliance with 
Commission Directlves. 
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II. AUDIT SCOPE 

The opinJons contained In this report are based on the audit work 
described below. When used In this report COMPILED and EXAMINED means 
that audit work Includes: 

COMPILED - means that the audit staff reconciled exhibit amounts with 
the general ledger; visually scanned acoounts for error or 
Inconsistency; dlscfosad any unresolved error, Irregularity, or 
Inconsistency; and, except as o1hefwlse noted performed no other audit 
work. 

EXAMINED - means that the audit staff reconciled exhibit amounts with 
the general ledger; ..raced general ledger acoount balances to 
subsidiary ledgerr, applied selective analytical review procedures; 
tes1ed account balances to the extent further described; and disclosed 
any error, irregularity or Inconsistency observed. 

RATE BASE: 
Examined Rat• Base. Recalculated 13 month average rate base at December 
31, 1993. Examined plant In servtce and completed not classified. Testing 
Includes examination of vouchers and joumaJ entry charges to 19% of 
pJarrt additions and retirements judgementally selected from 1989 through 1993. 

Examined depreciation and accumulated depreclatlon by recomputing 
depreclatlon expense. Traced Accumulated Depreclatlon balances to fast 
Commlaslon Order, Traced rates per company's schedule to CommJsslon 
Orders. 

Staff reconciled acquisition adjustment and accumulated amortization of 
acquisition adjustment from the. last rate case to balance at December 31, 1993. 
The acquisition adjustment and amortization of acquisition adjustment balances at 
December 31, 1993 were traced to the general ledger. The 1993 amortization 
expense was recalculated and traced to schedule 8-6 of the MFR's. 

Traced Customer Advances balances for the 12 months ended Deoember 31, 1993 on 
Schedule B-12 of the MFR's to the company's books, the monthly joumaJ entries and 
the cash $'\d payment reports. 

Recalculated common plant and accumulated depreciation common plant allocated to 
gas dMston. 

Recalculated wolidng capital. Verified that the methodology used to calcula1ed 
worl<lng capital was used In the last rate case. 
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COST OF CAPITAL: 

CompUed Cost of Capital. Foot and crossfoot Cost of Capital Schedules, 
recalculated 13 month averages. The cost rates will be reviewed by Tallahassee 
Analyst. 

NET OPERATING INCOME: 

Compiled operating revenues. Recalculated base revenues to determlne that rate 
revenues are billed ln accordance wtth utility tariff. Examined Other Operating 
Revenues for 1993. Recomputed unbilled revenues and reviewed below the line 
revenue for possible mlsclasslflcatlons. 

Complied an analyticaJ review of all expenses. 

Examined operation and maintenance expenses by testing selected vouchers and joumal 
entries for one month for }udgementally selected accounts. Tested allocation basis of 
common accounts between cfNislons. 

Examined property taxes by agreeing amounts to actual bills. 

PROFORMA: 

Compiled company supporting documentation for all adjustments except income tax 
and lnteres1 syncronlza11on which will be reviewed by the tax department. Traced 
methodology to prior Commission Orders , recalculated amounts and traced to any 
other applicable source documentation. 

FORECAST: 

Complied forecasted amounts for expenses and cost of capital. Compared actual 1993 
data to forecasted plant amounts. Read the company's assumption for forecast; 
determ[ned all company's source documentation for factors used in the forecast. 
Analyzed the accounts the company trended as "other" to determine resonableness of 
methodology. No work was performed on depreciation and the forecast for plant and 
revenues will be reviewed by staff analyst. The cost rates for cost of capital 
wiJI be reviewed by Tallahassee Analyst. 

OTHER: 

Read external auditors workpapers completed for 1993. Read Board 
of Directors Minutes for 1993. 
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Ill AUOrT EXCEPTION NO. 1 

SUBJECT: ADVERTISING EXPENSES 

STATEMENT OF FACTS: 
The company has Included advertising expenses of $2,500 for the production of 
corporate video In account 913.1 Promotional Advertising. on Schedule B-S of the 
MFR'a. 

The company alao Included charges of $256.24 for the printing of money tlyers 
for the Southam Women Expo. Each money flyer could be used towards the 
purchaae of the following appliances. 

1 Magic Chef New Generation cooking gas ranges 
2 Magic Chef New Generation washers or gas dryers 
S RayPak gaa pool heater with electronic ignitl~.~n 

4 Modem Home Products gaslight or WNK gas grill 

The code of FederaJ Regulation Pt 201 states that ... • advertisement. which are limited to 
specllc maxn of appliances and prices and terms etc., thereof, without referring to the 
value and advantagH of utility aervlce, shall be considered as merchandise advertising and 
the cost shall be charged to Costa and Expenaes of Merchandising. Jobbing and Contract 
Wort<, account 416. • 

OPINION: 
The charges of $2,500 Incurred for the production of c.orporate video did not 
promota the use of utility service and thould be removed from test year 
expenaes. The video was promoting the Palm Beach County area. The charges of 
$25" .24 for the printing of money flyers is related to merchandise and jobbing. 
The company forecast account 91 S at 103.98% for 1994 and1 04.34% for 1996. 

Production of Corporate Video 
Printing Money Flyers 

Total 

Account 913 Overstated By 
Forecut% 

TotaJ 

RECOMMENDATION: 

$2,500.00 
$266.24 

$2,756.24 
==-===---· 

1994 1995 

$2,756.24 $2,865.94 
103.98% 1 04.34% 

$2,865.94 $2,990.32 
••••••••••a•••••••• 

An adjustment should be made to reduce 1993 expenses by $2,766.24, forecast 1994 
expenaes by $2,865.94 and forecast 1995 eYpenses by $2,990.32. 

Company Comments: ForthcomJng. 
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AUDIT EXCEPTION NO. 2 

SUBJECT: SBJJNG EXPENSES NOT AMORTIZED 

STATEMENT OF FACTS: 
The OOrTl)DnY hal lncfuded selling expensn of $2,909.38for a three (3) year supply of 
color posters pocket folders purchased from Alliance Marl<etlng In acoount 912-
Selling Expenses on schedule C-5 of the MFR's. 

OPINION: 
Account 121 .401.912.1 is overstated by $1 ,939.59for 1993. These e}(J)enses were 
forecast at 103.98% for 1994 and 104.34% for 1995. The selling expenses should 
have been amortized over the three year period. 

Account 912.1 Overstated By 
Forecast% 

RECOMMENDATION: 

1994 1995 

1939.59 2016.79 
103.98% 104.34% 

$2,016.79 $2,104.32 
·--===: 

All adjustment shouJd be made to reduce 1993 expenses by $1 ,939.59, forecast 
1994expenses by S2,016.70and forecast 1995 expenses by $2,104.32. 

COMPANY COMMENTS: Forthcoming. 
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AUDIT DISCLOSURE NO. 1 

SUBJECT: INACTIVE SERVICE UNES 

STATEMENT OF FACTS: 

Convntsskm Order No. 24094 (docket 900151 -GU, dated 2/12191) states, "Plant In 
Service and associated accumulated depreciation accounts should be reduced to 
remove 1nact1w l8f'Vic::e llnes that have been lnaotlve for more than five 
yeara ... We have agreed to allow only flve years for completion of the company's study.' 

No adjustment was made by the company In this filing. The company has flied 
yearly progteSS reports with the Commission, these reports are attached. The 
co""any's estimated date of oompletlon Is December 31 , 1998. 

RECOMMENDATION: 

The Conmlsslon staff shouJd determine If 8fiY adjustments to Plant In Service 8fld 
to Aoownulated Depreciation related to the Inactive service lines should be 
projeatad and Included In the forecast for 1995. Per the attached oompany 
reports there are 1 ,321lnactlve seMoe lines as of7/31/94. 
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COMPANY CORRESPONDENCE . . 
Locationr Weat Palm Beach Dater 8/19/94 

Subjects Service Line Locator Program Stati•tica from 
Inception of Program until 7/31/94 

Attention of: c. L. Stein Location s West Palm Beach 

The Service Line Location Program started on 7/1/89. This memo lists the 
•tatistica of said program. 

12/31/93- Prior FU:gz:a'n 
2LUl2~ BAliD~II ~ 

Total number of aervlce• located and documented 989 8034 9023 

Total number of inactive aervices 191 1130 132.1 

Total number of abandon •ervice• documented 187 693 800 

Total nuftlber of lot• without natural ga• ••rvlce 659 8234 8893 

Total nur"ber of leaks discovered 87 235 322 

If you have any queatlona do not heaitate to dlacu•• them with me . 
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e COMPANY CORRESPONDENCE 

Location: West Palm Beach Date: 1 / 20/94 

Subject: Service Line Locator Program statistics from 
Inception of Program until 12/31/93 

Atten t ion of: c. L. Stein Loca t ion: Weet Palm Beach 

The Service Line Location Pr09ram atarted on 7/1 /89. Th1a memo liate the etatietlcs of 
aal.d program. 

12/31/92- Prior Program 
;),~£Jll2J aAJ.IUlS<!l to Qat~ 

Total number ol service• located and do cumented 927 7'107 8034 

Total numbor of inactive~ aP ~vicee 179 951 1130 

Total number of abandon aarv1ceo documented 1 4 1 552 693 

Total number of lots without natural gas oervice 883 73 5 1 8234 

To tal number of leaks d1eco vered lOS 130 235 

If you hav~ any question• do not hesitate to dloouss them with me. 

·~~~/ -
/ rc L. Schneidormann 

·. 
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COMPANY CORRESPONDENCE 

LOcation: West Palm Beach Date : l /26/93 

Subject: Secvice Line Locator Program Statietica from 
Inception oC Program until 12/ll/92 

Attention o f : c. L. Stein Location: West Palm Beach . . 

The Service Line Location Progr4m e t arted o n 7/l/89. This memo list• the etatiatics o f 
eaid progrMI. 

12/31/9 1- Prior Prog ram 
l2l~ll92 ~Al!!oDSC!l t2 Da!:C 

Total number of aervlcee located and documented 2646 4461 7107 

Total n\lt'llbor: of inact l,vr eervices 572 379 951 

Total number of abandon eervlcee documented 261 291 552 

Total number of late without natural gae ee:rvice 2336 5015 7351 

Total number of leak• diecovered 48 82 130 

If you have any que•tione do not hesitate to diacuee them with me. 

Since r ely, 

·. 
/L I ;:~t.-/ 

;arc L. Schneldermann 
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COMPANY CORRESPONDENCE 

Location s West Palm Beach Da t e : 1/29/92 

Subject: Service Line Locator Program Statistics f~om 
Inception of Prog ram until 12/31/11 

Attention of r c. L. Stein Location : Wee~ Palm Baach 

The Service Line Location Program started on 7/1/89. This memo lists the statistics o f 
said program. 

8/25/91- Prior Program 
lUUL2l ~Al.AD£1 tQ QaU 

Total number of services located and documented 666 3795 4461 

Total numbor of inactive services 76 JOJ 379 

Total number of abandon services documented 48 243 291 

Total number of lots without natural gas service 2176 2839 5015 

Total number of leaks discovered 16 66 82 

If you have any question& do not hesitate to diseuse them with me. 

ly, 

;j/Y 
Schneldermann 
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~COMPANY CORR ESPONDENCE 

.., Locat i o n : Woat Palm Beach Date s B/26/91 

Subject: Service Line Locator Pro9ram Statlotlca from 
Inception of Pr09ram until 8/25/91 

Attention o f: c. L. Stein Loc a tion: Weat Palm Beach 

The Service Line Location PrOQram started on 7/l/89. Thia memo lia ta the atatistics of 
aaid proqram. ~ 

9/20/90- Prior Progra m 
§l~H2l llAliD~g tQ ~·ti 

Tota l number of uervicoe located and documented 1 551 22 44 3795 

Total number of inactive aervlcaa 101 202 303 

Total number of abandon aervicee documented 44 199 243 

Total number of lota without natural 9ao ael"vice 174 1 1098 2839 

Total number of leaks dlacovorod 13 53 66 

1! you have any quaatlona do not heaitato to diacuao them with me. 

e Slncer~:~ 
. 

L. Schnoldermann 
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COMP~NY CORRESPONDENCE 

Locations West Palm Beach Date: 9/21/90 

s~bjects service Line Locator Proq~am statiatica f 1om 
Inception of Proqram until 9/20/90 

Attention ofs C. L. Stein Locations Weat Palm Beach 

The Service Line Loca~ion Program started on 7/1/89. This memo liata the atatiatica of 
aald proc;~ram. 

7/1/89 -
·. ~l,Ql2Q 

Total number of Qervicoa located and documented 2244 

Total number of inactive servlcea 202 

Total number of abandon services documented 199 

Tc:- tal number of lote without natural gas service 1098 

Total number of leaka diacovered 53 

If you have any queatione do not heaitate to diacuaa them with me. 

Sincerely, 

.?{/~ 
/arc L. Schneldermann 

-1 2-
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AUDIT OISCL~ NO. 2 

SUB.ECT: AU.ONNlCE FOR RJNDS USED DURING CONSTRUCTION (AFUOC) 

STATEMENT OF FACTS: 

The uti!ity cep~ lnWeet tang the AFUOC rate of 8.67%. 
This rate wa COfT1)uted as of 12/J1 m and has not been ~dated. 

EqUty Portion (AocotMrt 419.1) 
Debt Pottion (Account 432) 

0.0524 
0.0343 

0.0867 

Convnillion Rl*t 25-6.0141 , en.ctiw 8/11/88, states the following, 
"The most ntoent 13-month ao.wage etmedded cost of cepltal, ... shall 
be derfwd Uling alJ 80t.I'08S of capital and adjusted using adjuatJ I l8rfta 
oonslstant wtth thoM l.-d by the ComrriaJon In the OOiT1)any'l last rate 
case.• 

AUDIT OPINION: 

The utmtv ahoUd tollow the guideflnes per Rule 25-6.0141 when 
calculating the AFUOC rate. 

-13-
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Al.iOIT DiSCLOSlR: 5 

Sl8JECT: PROJECTED COMMO.~ STOCK IN COST OF CAPITAL 

STATEMENT OF FACTS: 

Included In the Projecbtd Coat of c.pltaJ II Common Stock for 1994 and 1995 
In the amoW'Its of $13,227,449 and $13.5S5,232 for 13 month avarage; and 
$13,364,563and $13,681 ,648 for yearend. 

The convnon stock amount per MFA tchedule G-3 (d-5) was Increased from 
$13;066,836 on JaN.wy 1. 1994 to $13,681 ,648 on December 31, 1996; a 
difference of $615,648. 

ThiiJ lncreae was bued on the COfnPMY forecacting their aharn to be laaued for 
the Dtvldend ~Plan and ~loyee Stock OWnerahlp Plan (ESOP) for 1994 
and 1995 and a!pplylng • pt1c9 f* ....... 

The amcx.vU per lltwv fonitcalt8d for the liGCOnd half of 1994 for the Dividend 
Relr'lwltrnent Plan (DRIP) was $17.25. The COfT1)8f1Y states that this Is the 
Januay 1. 1994 rate. The 1995 DRIP at..nn amoura were projected using 
$18.25. The Company'a aaumuptJon is that the share price should lncreaae 
due to better eamlngt. 

The ESOP ahare atnOU"D are for.cuted baed on the pt1oe per share of the DRIP 
and caJculltad fwther as follows.. The price per ahare for the DRIP In 1996 wu 
PfOJectld at $18.25. The ESOP II 90% of the Fair Mancet Value (FMV) when the 
opUon Ia glwn.ln thlt cate the Company U'Md Ao- Gu Treasury Shales at $7.13 
each for ESOP. 

@90%FMV 
lest: 
Ao Gas Treasury Stk 
Company paid per share 

Amount used to 
Project ESOP ln MFR's 

OPINION: 

18.26 

16.43 

7.13 

Oltterenc:e between Treasure Stk and 
9.30 90% of FMV. (Net Change In Equity) 

••=• • •=-c•==•=•= 

IU the time ofttw hearing, which wiU be In 1995, the Commission &hould 
take lnlD acccx.mt the actual price of the stock In order to Project the 
Common Stock amounts. The nUfli)er of shares projec18d are found on MFR 
G- 3(d-5). 

-22-
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AUDIT DISCLOSURE N0.6 

SUBJECT: ADJUSTMENTS FOR PLANT IN SERVICE AND RELATED 
DEPRECIATION 

STATEMENT OF FACT: 

Per MFA Schedule B-2. the company made credit adjustments of $835,984 
to Plant In Service and $368,641 to Accumulated depreciation - Utility 
Plant to remove non-regulated plant 

OPINION: 

Staff engineer reviewed the allocation percentages and determined that 
merchandising bills should be included in the customer ratio 
calculations. The company presentty uses only natural gas and propane 
sales to calculate this ratio. As a result, the adjustment Increases, 
for PJant In Service from $835,984 to $935,447, and for Accumulated 
Depreciation from $368,541 to $415,511 an lncrease of $99,463 and 
$46,970 respectively. See attached exhibit for new ratios and 
recaJculatJon. 

RECCO.,iMENDATION: 

The following entries should be made to reflect the Increase In the 
adjustments. 

Non-regulated Plant In Service 
Plant In Service 

Accum. Deprecltion - Utility Plant 
Non- regulated Accum. depreciation 

-23-
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AUDIT DISCLOSURE NO. 7 

SUBJECT: DEPRECIATION STUDY 

STATEMENT OF FACTS: The company inoluded 1995 projection of depreciation study 
expenses of $5,652 as other trended on Schedule G-2 (c-5) of the MFA . 

The Special Projects Ledger revealed that the last depreciation study Is still 
being written off OWl 4 years at $246 per month. The company projectlona are based 
on Invoices totaling $10,842.50 received from Stone & Webster Management Consultants 
Inc. In Match and April '94 related to the current gas depreciation study. The 
charges Incurred to date for the current depreciation study are $14,703. 

Current Charges per Staff 
Monthly Amortization - $245 (Amort ends 12/95) 
Unamort. Dep. Study Exp. $245*12months (1/95-12/95) 

Total Depreclatlon Ev.p. Subject To AmortJzation 
Monthfy Write Off ($17,643/48) 
1995 'Annual Oep. Study Exp. Per staff 
1995 'Annu~ Oep. Study Exp. Per Co. 

Difference 

Total 

$14,703 

$2,940 

$17,643 
$368 

$4,411 
$5,652 

($1 ,241) 
======: 

OPINION: Based on the charges Incurred to date the amount forcasted for 1995 gas 
depreaation study ~ ovemated by $1,241 • 

RECOMMENDATION: Aeld audit staff recommends that an adjustment should be made to 
reduce the depreciation study expenses projected for 1995. 

Company Comments: The company agrees with this disclosure. 
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' 

• 

AUDIT DISCLOSURE NO. 8 

SUBJECT: FORECAST OF CONSERVATION EXPENSES 

STATEMENT OF FACTS: The company Included the following projections for 1995 as 
other trended on MFR G-2 (c5) : 

91 3 Other Information Instruction 
913 Energy Savin~ Program 
913 Energy Saving• Program Representative 

Total 

$25,800 
$120,000 

$18,000 

$163,800 

In answer to ataft auditor" a request, to provide explanation for the expenses, 
described above, 1he company stated the following; 

(1) The "Other Service Information Program (USIP)" represents costs to use 
broadcast and print medla and developing a customer Information 
hancl>ook to disseminate Information related to the USIP. 

(2) The expenHs auoelatad with the "Energy Savers Program• Ia to 
cover the umbrella advertising expenses for the following 
conservation matkeUng programs: 

(a). Residential Energy Efficiency Program (REEP) 
(b). Residential Energy Audit Program (REAP) 
(c). Homeownera Maximized Energy Savings Program (HOMES) 
(d). B .. slness Eftlciency Plan (BEEP), Appliance 
(e) Appliance ConMNation and Education Program (ACE) 
(1). Buslnes: Energy Savers Team (BESl) 

(3) The need for an Energy Savers Program Representative Is to communicate, 
facilitate and maintain accountability for ESP. The ESP representative 
will also handle customer inquiries concerning natural gas service and 
utilization. The amount projected for this position Ia an estimate of 
a aalary the company Is willing to offer to a qualified lrndlvldual. 
There Is no Industry equivalent position to compare salary requirements. 

Staff auditor Inquired why the company was including conservation expenses :" its 
projection , and why they did not file any conse"'atlon program• for the FPSC 
approval According to to Mr Smlth's (Marketing Director"a) testimony "The Florida 
Energy Efficiency and ConseNation Act (Section 386.82) doe• not require the filing 
of programs with the FPSC by the utilities which provide natural gaa at retail to 
the public if annual taln. volume Is less than 100 million therms. The Commlu' on 
has, however, permitted natural ga.a utilities with lower ulet volume to 
voluntariJy ftle conservation programs and the company hu elected not to do so.· 
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AUDIT DISClOSURE NO. 8 - Continued 

In answer to Sta1Y Auditor's question on whether any of the expenses projected for 
the 1995 test year for account 913 related to merchandising and jobbing, Mr. Smith 
stated that the expenses projected do not relate to m~>rchandising and jobbing. He 
also atated that the amounts projected for the programs are tor the promotion and 
advertising of the efficent use of gas. 

OPINION:The acooun1913 expenses projected for 1995 represents a slgntficant 
lncreaaa over teat year 1993 amounts. These expenses should be reviewed by staff 
AnaJy$1 to determine ff they are reasonable and If company shouJd be allowed to 
recover these expenses through their bue rates or if they should come through the 
conservation clause. 
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AUDIT DISCLOSURE NO. 9 

SUBJECT; FORECAST OF DEMONSTRATION EXPENSES 

STATEMENT OF FACTS: The company Included the following projections for 1995 as 
other trended on MFA G-2 (c5): 

916 Market Development & Demonstration Expense 
916 Water Heater Stand• 
916 Conversions: Other Fuel• To Gu 
916 Other Misc. Expenses 
916 Piping Allowance 

Total 

$35,000 
$39,000 
$15,000 
$10,000 
$39,000 

$138,000 
===;::==========-= 

ln an.wer to staff auditor's request, to provide explanation for the expenses, 
described above, the cor pany atated the following; 

(1) The •Market Development and Demonstration Expense• are estimated costs associated 
with the company'• proposed Marketing Development~ Demonstration Program. The 
program Is designed to provide customers with Information on competitive neutral 
gas fired equipment 

(2) In 11990, a revhllon of the atandard gaa code relating to the ttandarda for 
Installation of appliancee where11ammable liquids may be stored became effective. 
The revision requires that an open flame of a gas appliance be a minimum of 18 
lnchea above the ftoor. The company estimated that there are approximately 9,000 
retfdenti• water heater Installation within their system that do not meet the new 
Code atanl'fard. The company Is proposing to extend a one time offer to elevate any 
gas appliances located In a residential garage on a 50% shared cost basia to the 
customer. The company estimated an average cost of $200 per water heater to 
elevate and replace the water heater and expects a minimum of 390 customers per 
year for the next ftve to seven years to take advantage of this Incentive program 
and Improve the aafety of their water heater lnatallations. The Commlaslon haa 
granted aproval of similar programs at West Florida Natural Gas Company (Order No. 
PSC - 92-0580-FOF-GU), and for Peoples Gas Systems Inc. (Order No. 
PSC-92-0924- FOF- GU). 

(S'l The expenses associated with the Converslona-Otherfuels To Gas and Piping 
Allowance are adjusted estimated costs to cover expenses for the projected scheduled 
lncreaaa In the numb• of conversions In 1995. 

(4) The "Other MlsceUaneous Expenses• are to cover miscellaneous mar1<etlng non-labor 
expenses. Coats totaling this amount Include miscellaneous meeting supplies, 
postage costa, o1Tice automation so1lwara supplies, and expenses that do not 
support specific programs and aotivltles In other areas of the company's mar1<eting 
department 
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DISCLOSURE NO. 9 - Continued 

OPINION:The marketing expenses projected for 1995 represents a algnlficant lncreue over teat 
year 1993 amounts. AJao, a portion of then expenses seem to be related to conaervatlon . Stan 
beUevea that th ... expenaes should be reviewed by ata1f Analyst to determine If they are 
reuonable, tf there are •ny conaervation related expenses and If should the company be allowed 
to recover these expenses through their base rates . 
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AUDIT DISCLOSURE NO. 10 

SUBJECT: FORECAST OF MARKETlNG EXPENSES 

STATEMENT OF FACTS: The company Included the following projectJoM for 1995 as 
other trended on MFR G-2 (c5): 

912 CoMnwdal Marketing Representative 
912 Re.ldentlal Marketing Repreeentative 
912 Construction Coordinator 
912 Construction Representative 
912 Mark.Ung Applicatfon Representative 
912 Cellular T alephone 
912 Commerdal Matketlng Representative 
912 Malketing Artstant (Part time) 

Totaf 

$25,000 
$9,360 
$4,000 

$22,000 
$35,000 

$3,000 
$26,600 

$7,500 

$132.460 
==·========== 

In answer to atllff audlto(e request, to provide an explanatlon for the expenses, described 
above, Mr Smith (Mari<etlng Director) 81ated that • the need to create the posltlons 
above are documented In Volume 1 of the MFR's. • He also stated that • The posftjon of 
New Construction Coordinator Is requ..ted to assist In the supervision and directing of 
actfvltles for the new resldentlal Constructfon functlon. This position will also be 
utilized for field and admlnlstrative responalblllties to fonnulate strategies In this 
market sector. Since this posftJon Is essentially an upgrage of an existing New 
ConttNotion AepraMntative position, a salary adjustment of $4,000 Is requested. All 
other positions have applicable salaries whJch are In llne with current company or 
industry compensation for equivalent positions. The current monthly average cost of 
cellular telephones used by four mari<eting representatJves Is approximately $25. The 
use of the telephones will be extended to ton additional mari<etlng representatives. 
Th1a will Increase annual expenses by $31000." 

OPINION; The marketing expenses projected for 1995 represents a significant inCfease 
over test year 1993 amounts. Staff could not verify theses costs because the positions 
have not yet been filled. Therefore these expenses should be reviewed by ltaff Analyst 
to determiM If they are reasonable and If company should be allowed to recover these 
expenses through their base rates. 

COMPANY COMMENTS: Forthcoming. 
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AUDIT DISCLOSURE NO. 11 

SUBJECT: BLANKET CONSTRUCT10N MISSING FROM 1995 PROJECTIONS 

STATEMENT OF FACTS: 
The company cld not Include construction projects totaling $520,7 43 In 1995 
projected data. 

The company'• calculations and schedules supporting the Impact of the missing 
conatruetJon projects on Rate Base, Net Operatlng Income are presented on the 
following pagee. 

OPINION/RECOMMENDATION: 
ThJa should be reviewed by T allahasaee Staff Analyst . 
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FLORIDA PUBLIC UTILITIES COMPANY 
CONSOLIDATED GAS DIVISIONS 

BLANKET CONSTRUCTION MISSING FROM 
1995 PROJECTIONS 

PROJECTED TEST YEAH ENDING 12/31/95 

BATE BASE 

· NET CHANGE TO PLANT 

LESS: NET CHANGE TO RESERVE 
I 

NET CHANGE TO RATE BASE 

e NET CHANGE TO DEPRECIATION EXPENSE 

LESS: NET CHANGE TO Iff (37.63%) 

NET CHANGE TO NET OPERATING INCOME 

13 MONTH 
A\lERAGE 

$520,743 

12 MONTH 
TOTAL 

$16,734 

6.291 

L$10.4J7) 

Projects, with a cost of $2,500 or less were left off to the original 
projections for 1995. Internally, these projects are referred to 
as blanket construction. The depreciation rates used for this 
additional plant are those approved In our recent Depreciation 
Study-Docket No. 940374-GU Order No. PSC-94-1539-FOF-GU. These 
schedules represent support for the additional plant, additional reserve and 
change to net operating Income necessitated by the additional blanket 
constructbn missing for the 1995 projected test year. 

-32-
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AUDIT DISCLOSURE NO. 13 

SUBJECT: EXPENSES RELATED TO CONVERSION OF LP TO NATURAL GAS 

STATEMENT OF FACTS: 

The utility recorded the following expenses In April 1993: 

Account Amount % allocated 

121.916.1 - WPB - Mise Sales Expense 20,836.63 85% 
121 .878 - WPB - Meter and House Reg. Exp. 2,451 .37 100k 
121 .107 - WPB - CWIP 1,225.68 5% 

24,513.68 1 OOOk 
===~===:=~====== 

The $24,513.68 represents charges related to the conversion of 125 LP 
customers to Na11Jral gas at the Gun Club Estates. The charges incurred 
from February 1992 through March 1993 were accumulated in a Deferred 
Account The Deferred Account was cleared on April 1993 and charged to 
the above accounts as indicated. The allocation was based on estimates 
provided by supervisory personnel involved in the conversion project 
No other documentation was provided to staff regarding the allocation. 

AUDIT OPINION: 

Tallahassee analyst explained that the issue will be reviewed and a 
determination of whether the amounts will be allowed will be made by them. 
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AUDIT DISCLOSURE NO. 12 

SUBJECT: POST RETIREMENT FASB 1 06/EXPENSES NOT PAID 

STATEMENT OF FACTS: In 1993, tha company made adjustments of $146,660to account 
1 00.165.3to comply with FASB 106 and separate post retirement benefits from Employee 
Penslon Benefits. The $146,660that was~ for post retirement was 
obtained from Buck Consultants Valuation Report 

In 1993, Post Retirement FASB 106 (Medical} of $93,444was expensed to account 
926.1 and Post Retirement expense of $63,216 related to heatth Insurance was 
expensed to account 926.2 Pensions. 

The 00f11>8nY did not record post retirement expense of$ 40,321 Incurred but not paid. 
The OOJ11>8MY decided no1 to record the expense because the amount was Immaterial and 
there was no cash outflow. $25,603or (63.5%of $40,321}was charged to the gas 
divisions. 

In 1994 the company -lade Adjustments to transfer Post Retirement (Medical) FASB (1 06) 
expense of $93,444 from account 100.926.1 - Pensions , $53,216 from account 1 00.926.2 -
Insurance and $40,321 post retirement elq)ense not booked to 926.3. - Retiree Benefits 
Post Retirements to comply wtth FASB 106. 

Total Amounts Atloo. 
Aooount 100.1840.926.3 Adjustments Allocation% To~Div. 

FASB 106 Medical $93,444 63.50% $59,337 
FASB 106 Medical $53,216 63.50% $33,792 
FASB 106 Ufe Insurance $40,321 63.50% $26,604 

Total $186,981 $118,733 

RECOMMENDATION: This should be reviewed by staff analyst to determine If the company Is 
In OOI'J'1)1ianoe wJth FASB 106 and the Impact on worklng capital for the $26,604 rel81dd to 
life Insurance Incurred but not paJd. 
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AUDIT DISCLOSURE NO. 14 

SUBJECT: REVENUES 

STATEMENT OF FACTS: The company's revenue for the test year ended December 31, 
1993 dec:reaaed by $15,199.64 as a result of transferfng customers from one 
rate schedule to ancrther. 

During 1993 fifty-two (52) accounts were changed from General Service to Large 
Volume SeMce and thirty-one (31) accounts were changed from Large Volume Service 
to General s.Moe. The company's calculation supporting the Impact on test year 
revenues due to rate changes Is presented on the following page. 

RECOMMENDATION· This should be reviewed by Staff Analyst to determine how 
th9 Issue shoul d be treated. 

-4o-



l.. : ' I I . ' ... .. .. . 
REVENUE CHANGE TO FPUC QUE TO RATE CHANGES 
IN RESPONSE TO REQUEST NUMBER 19 ' 
FROM RAYMOND GRANT 1l6l95 

·=~~USCHNEIDEBMANN 1/10/95 c:-.mDATAIAATECA11 WI« 

REVISED 1/11195 DUE TO CORRECTED SANFORD INFORMATION 
THE EXPECTED ANNUAL REVENUE IMPACT TO FPU FOR THE BELOW SUMMARIZED RATE CHANGES 
AMOUNTED TO: ($15,199.&4) AT ORIGINAL RATES. 

&n:: CHAIJ(lg fBQM LY.a IQ BS LVS LVS Ga Gl 
NHJN. NH.W. LVS NHJN. NHJI.J.. GS 
CUSTOfo£R ENERGY TOTAl CUSTOt4R EHERGY TO TN. 
CHAAGE CHAAO£ NNJAL ~ awtaE NN.W.. 

CUlT~ 1l1IEAMII\'R ~ REV£NUES REVEMUE.I "l'/ENUEI REVENUES REVONES 

WP8 24 21.027 ...... 0.00 13.8».8' $12,211) 13 12.11000 U ,SIO)O 14.2tlll 30 
IN* ORO 7 1.163 $2,620.00 11.315.61 U.-a661 $140 00 $2,036.11 U ,l7111 
OELIH) 0 0 1000 $0.00 1000 1000 &000 &0 00 
TOTALS 31 31.UO &11 ,110.00 16,001.21 111,11!19 21 13,720.00 11,417 11 S11,137 11 

&If CI:W/JJ.fS. EB~ aa IQ L~ LVI lvt 011 Gl 
ANoiiJAl ~ LVS ~ ANNUAl. GS 
Cut TOMER EHERGY TOTAl cvtTOt.4ER ENEAGY TOTAL 
CHAAGE Q1AAGE NNJAL ~OE CHARGE ANNUAL 

CUSTOMERS THERMSIYR Rf.VEHUES REV91UES REVENUES R£\I£NU£8 REVENVf! RSVENUEI 

WPII , 31.~ 
·-00 

16,411L2S U,t512t S120 oo N ,141 26 $1,2tl 26 
IAHFORD 34 230 .... I1 • .2AQ 00 133,071.16 14Utt16 $4,01000 141.11G8 07 $&),04807 
OQNC) 17 11.200 M .120.00 $1,&44.13 I14,M4 I) 12,04000 112.11>1 2e $14,181,. 
TOTAL I 62 l31,.U 1 11,720.00 147.11.& 04 141,834 04 M.240 00 $11,761 61 .,. 001 61 

TnTAL IMPACT TO FPU DUE TO THE FOllOWING RATE CHANGES: 
l.VS TOGa AATE CHANGO ($6,0» 10) a:. LVS AATE CHANGO (110 117M) 
•. ~I.W. Ri'VENUE IWACT TO fPV Q1A 1M Of' 

,..a~· 
VS CUSTOMER CHAAOE 
va NONol'ua. OIERGY a~AAGE 

los CVSTOMER ~ 
las f.HEJIG ( Q1AAGE 

530 00 ICUSTOMEM.IOHTH 

so '*' 0 I1'I1El'!M 
110.00 JCUS~ 

10 200120 ll'ltEAU 

-4 1-

IAM"ACT Of 
AATE 
~ 

($4,0133)) 
($1 ,011 n1 

1000 tss.m 10) 

IAM"ACTOf 
AATE 
CIWolGE 

($2,402.81) 
(S7,7a7 42) 

rn,l,·!~ 
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AUDIT DISCLOSURE NO. 15 

SUBJECT: PROJECTED EXPENSES 

STATEMENT OF FACTS: 
In the 1994 projection on schedule G-2 (c-5), the company Included $25,750 In 
account 878 -Meter & House Regulation Expense to hire an additional Service 
T echnldan because they were collectively short a T eehnlclan In 1993. 
This amount was Increased for payroll growtt) In projected 1995 data. 

As of January 1995, the company has still not hired a Service Technician. 

OPINION/RECO~l..1ENOATION: 
The expense of $25,750 should be removed from forcas1ed 1994 data 
since the company will not recognize this expense In 1994. 
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SCHEDULE F-4 

A:ORJDA PUBUC SERVICE COMMISSiON 

COMPANY FLORIDA PUBL.IC yTILITIES COMPANY 
CONSOliDATED GAS DMSION 

DOCKET NO.: 94~U 

UNE 
NO. 

OPERATING REVENUES 

2 OPERATING EXPENSES: 
J OPERA nON & MAINTENANCE 
4 DEPRECIATlON & AMORTIZATION 
5 AMORTtZATION OF ENVIRONMENTAL 
6 TAXES OTHER THAN INCOME TAXES 
7 INCOUE TAXES: 
8 - FEOERAL 
9 -STATE 
10 DEFERRED INCOME TAXES 
1 I - FEDERAL 
12 -STATE 
13 INVESTMENT TAX CREDIT· NEI 

14 TOTAL OPERATU«;J EXPENSES 

15 OPERATlNG INCOME 

18 RATE BASE 

17 RATE OF RETURN 

SUPPORTINGSCHEOOlES: C-t. F:S. F·7 

CAlCU\..ATlON OF INTERIM RATE RELIEF · NET OPERATlNO INCOME 

EXPLANATlON: PROVIDE THE CAlculAtiON UfZ'"NE'frrr;::OPo.ERAi!"ii1"'ru::ING;;>;TINCOUiG'"ME:E~PiiiE;;;:R;-----=TYP;:vr;""E716F=DA:&'r;"lA"SH6....,'"'WN::=.---
BOOKS FOR THC HISTOAIC BASE YEAR ANO ANY AO.IUSTMENTS MADE TO THE HISTORIC YEAR ENOEO 1213 11"i3 

HISTORIC BASE YEAR FOR INTERIM PURPOSES. 

NET OPERA TlNG INCOME - HISTORIC YEAR ENDED 1213 1193 

(1) (2) (J) (4) S) 
TOTAL COMPANY COMPANY REVENUE JURJSOtCTlONAL 

PER BOOKS ADJUSTMENTS ADJUSTED REQUIREMENT AMOUNT 
(1) • (2} PROPOSED RATES 

$22,413,675 ($11,707,618) $10,706.057 $496.326 $ 1 1 .~2.383 

17,999,964 (11.628.617) 6.371,347 1.390 6.372.737 
1,345,537 (33.402) 1.312.135 1,3 12.135 

239.604 239 604 239,604 
9 12,100 (59,008) 853.092 1,861 854,1153 

I 
(4.589) 44,388 39,799 158.425 198.224 ..;t 

..:z 
(3.392) 10,153 6.16 1 27.119 33.&80 I 

231.826 (22.861) 208.964 208.964 
42.052 (6,282) 35.no 35.no 

(38,640} (38,640) e!.640} 

20,1"24,461 (11,695,629) 9,028,832 188,795 9,217.627 

!1,689,214 (.!11,9891 J11&n1225 e27,531 l1,984l5G 

J2418131817 W60l881 !34.~829 12•,m.m 

681% 6.!,2! 8. 15% 

RECAP SCHEOUlES: f. I 
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. COHSOUQAT£0 G.\5 CMSIOH 

OOOCET NO.!~ 

,......,.,-

EX>\NG:t'IOit PAOil\bl A CiOWINN'!IIWAVVW2 AfC55flCilb 
~ C»ff~ Sl"'U:'l\JAANfO COST AATIS roR ~ C:V.SS 
OF C»ff~ FOR TIE HISTORIC aA.SI! Y1!AA OITIOE CUUI!WT CUE A'f!J 
ilE ..:sTOAlC B.A3I Y!JA OR TISI'"YEAA Of' n-te V.ST P' T£ CASE. 

V.STAAT£ CASe • PROJEClYO T'ESTY"'.AA EHOIHG I V'lVit!ll PAa(HT AAT£ CASf . t<ISTOA!C YE.vl ENOEO UiliBl 

CO$T AAT£ WElQmiD COST AUC)UilT I.OJUSTI.tEWTS 
PEA 

UNE O..US OF CAPIT~ Xlt.I.ARS AATIO R£CIUESTm N'9ACIItD RE:OUESTED ~ IOOICS SPfO'lC PI'ICRATA IIET AATIO 
NO. 111 !!! ru 19 ~~ !!) !!I (!I 1!1 {t!!l ~·l [!~ 

I CIOioU)H EOI.ITY ~I'IUZI :uR lUSt. 110011 UK 1.22f. S1.nA.W fZI ~ li3 f1.CU$1 n.us 

~STQCI( m.J01 ·- USl' -.lS'S 4.0511. 4.0511. ~IZI 0 0 l3U5' Q.lft 

UlHG TIJUol OEI T 1~1 l1.U1l 1.75' ~ 2.ft'l' S.tn . UOI.SlO fZ1 0 0 t.-.sJQ ocun 

• ~ 1'EIUol OEIT l.nUIO 14..0" &.an. uno 1.3<' ~ &U.1» (21 0 0 ISS.I'lS ut'Jo 

s CUS1'Cl1WEA OEI'OSITS l.liO.f21 Ul" &.0'1. """ Q.$I'S Q.$" 1,.512.111 0 0 1.5Q.&II I.Q'A 

• TAAI:Nli'3·0COST 30117 0..151l o..oa Q..OO'Io a..ocrs Q..OO'Io :tt_)&J 0 0 2l,l.&l G. I~ 

TX CROI'3 • WTO CST 81111.711 ~ II.Sol" til.57'£ a.."" Q.3ft en.m 0 0 ~1. •71 l.l31l 

• IC:IJIII OE7'El'IAED 
tC TAXES ·OCOST l.~ ls..cJ'£ o..oa a..ocrs Q..OO'Io 000!. l,fJ:$,111 0 0 l.<UU'I ~ 

' onlf'\~ 0 O.oofi a..ocrs a..ocrs a..ocrs Q..OO'Io 0 0 0 0 a.-
10 TOTAl. m.m• 100:91?! ' 9:<! &ZQ pyn,m 10 !9 B'a-?B.5' 100.90'4 

COST AATa I'OR TAX ~TS WElGHTID COST\ 
II COioiUOif (OUITY 7,o&.lSt CU. 'f. 

II ~ECI.ITY ZlU$1 UK 

ll I.QHG.TEJIM our 151,73.$ Uol'f. 

1< ~r·TVMOEIT I.!I:!.SlO su::r4 

II TOTAl. 1ltS-!EI IOO.OOW. 

COST AATI 'Oft TAX~ IN'I'EMST ElCI'IJf$E: 

(I) PIA C)N)(It HO. .t~ PI>M. ;p, 

_,.,_.......~ .. ,..~- .......... __ -.AI_b ... ~,..fl ... ,_,.._ 

stNORtiHO SOttlllU .... t»: ts::s: 1):( 50( 04 
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Commiuinaen:: 
SUSAN P. 0AR.K. OlAIR.MAN 
J. TERRY DEASON 
1UllA L JOHNSON 
DIANE K. KJESUNG 
JOE GARCIA 

DIVISION OP RECORDS & 
REPORTING 
BLANCA S. BA YO 
DIR.ECTOR 
(904) 488-8311 

,tlublit 6ttbict ~mm~•ion 

February 1. 1995 

Mr. Frank C. Cressman 
Florida Public Utilities Company 
Post Office Box 3395 
West Palm Beach, FL 334~3395 

Dear Mr. Cressman: 

RE: Docket No. 940620-GU - Aorida Public Utilities Company 
Rate Case Audit Report 

The enclo~ audit repon is forwarded for your review. Any company 
response filed with this office within teo (10) work days of the above date will 
be forwarded for consideration by the staff analyst in the preparation of a 
recomm,.ndation for this case. 

Thank you fu your cooperation. 

BSBfkes 

Enclosure 

cc: Public Counsel 
Wayr!.e Schiefelbein 

Sincerely, 

~.1 ... ~ . ~.~ 
Blanca S. Bay6 --u' 

FLBTalER BUILDING • 101 EAST GAINES ST'R.EET • TA.Ll.AHASSEE, FL 32399~ 
All~ .Acdoll/&1-1 OpporMity ~r 




