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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 Economics in its audit service request dated January 3,
2013. We have applied these procedures to the attached summary exhibit and to several related
schedules prepared by Florida Public Utilities Company in support of its 2012 filing for the Gas
Conservation Cost Recovery Clause in Docket No. 130004-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.



Objectives and Procedures

General
Definition

Utility refers to the Florida Public Utilities Company.
GCCR refers to the Gas Conservation Cost Recovery Clause.

Revenue

Objectives: The objectives were to determine the actual therms sold for the period January 1,
2012, through December 31, 2012, and whether the Utility applied the Commission approved
cost recovery factor to actual KWH sales for the GCCR.

Procedures: We reconciled the 2012 filing to the Utility’s general ledger and monthly billing
system reports. We compared therm usage times the correct tariff rate to the revenue recorded in
the ledger. We selected a random sample of residential and commercial customers’ bills and
recalculated each to verify the use of the correct tariff rate. Finding 1 and 2 discuss errors in
revenues.

Expense

Objectives: The objectives were to determine whether operation and maintenance (O&M)
expense listed on Schedule CT-3 of the Utility’s filing was supported by adequate documentation
and that the expenses were appropriately recoverable through the GCCR clause.

Procedures: We traced expenses in the filing to the general ledger. We judgmentally selected a
sample of expenses for testing. The source documentation for selected items was reviewed to
ensure the expense was related to the GCCR clause and that the expense was charged to the
correct accounts. We traced incentives to Commission Order No. PSC-10-0551-PAA-EG.
Advertisements were tested for compliance with Rule 25-17.015(5), F.A.C. No exceptions were
noted.

True-up

Objective: The objective was to determine if the True-Up and Interest Provision as filed on
Schedule CT-3 was properly calculated.

Procedures: We traced the December 31, 2011, True-Up Provision to the Commission Order.
We recalculated the True-Up and Interest Provision amounts as of December 31, 2012, using the
Commission approved beginning balance as of December 31, 2011, the Financial Commercial
Paper rates, and the 2012 GCCR revenues and costs. Finding 3 discusses the errors in the true-

up.



Audit Findings

Finding 1: Conservation Revenue

Audit Analysis: The Utility had been billing a customer at the Large Commercial rate instead of
the Small Commercial Transportation rate. The Utility corrected this customer’s bills from 2006
through 2012. In December, 2012, the Utility made an adjustment to the general ledger for this
billing correction. The adjustment reduced Large Commercial revenues, Conservation revenues,
and Purchased Gas Adjustment (PGA) revenues for the amount that had been billed and
increased revenues based on the correct bill. However, in preparing the entry, the Utility
correctly billed the reversal of booked revenues, but when booking the corrected PGA revenues,
it charged PGA revenues to the conservation account. Therefore, Conservation revenues were
overstated and PGA revenues were understated. A summary follows:

2006-2012 Correction

Originally Account Corrected Account
Type Billed Booked (A) Bill Booked (B) | Overbilling
Base 3 (138,541.69) 4015] § (18,868.33) 4015} $ 119,673.36
Conservation 3 (11,758.02) 4953( $ (1,175.81) 495318 10,582.21
PGA 3 (311,572.87) 4010] § (31,158.17) 49531 § 280,414.70
$ (461,872.58) $ (51,202.31) $ 410,670.27

The amounts originally billed were debited to the accounts shown in (A) above. The corrected
bill amounts were credited to the amounts shown in (B) above. Therefore, $31,158.17 was
credited to account 4953, which is a conservation account, instead of account 4010, which is a
PGA account.

Effect on the General Ledger: The following entry should be made:

Account Account Title Debit Credit
4953|Conservation Revenue $ 31,158.17
4010]PGA Revenue $ 31,158.17

Effect on the Filing: Conservation Revenues should be decreased by $31,158.17. PGA revenues
should be increased in the PGA filing by the same amount.



Finding 2: Other Billing Issues

Audit Analysis: The Utility did not update the conservation billing rates for six of its rate
schedules on January 1, 2012. (GAJPG, GAJ1G, GCVIG, GEN11, GCV41, and GEN90) The
customers were billed at the lower 2011 rate until May 1, 2012. The total estimated therms
billed in these rate classes were approximately 1,900 a month for four months. We estimate the
under-billing to be less than $150. The true-up is correct because the billed revenues are
included in the true-up calculation. The Utility did not bill the customers for the difference.

In addition, when the Utility corrects a bill, the Utility does not always include the correction to
the therms in the correction to the billing system. This error causes total therm sales to be
incorrect in the filing and the billing register.

The Utility should make sure it has procedures in place to verify the rates used and to include the
therms in any billing correction processed.

Effect on the General Ledger: This finding is for informational purposes only.
Effect on the Filing: This finding is for informational purposes only.



Finding 3: True-Up

Audit Analysis: Commission Order No. PSC-12-0612-FOF-GU, issued November 15, 2012
states that the final true-up amount for 2011 was $564,286. However the utility did not use this
amount as its beginning true-up amount in the 2012 filing, but used $573,895.

Also in its 2012 filing, the Utility included $2,655,654 of Conservation Expenses. This amount
includes some of the adjustments to the general ledger that had already been accounted for in the
revised 2011 ending true-up amount, but booked to the General Ledger in 2012. Audit staff
reversed these amounts out of the Conservation Expenses for 2012. The correct Conservation
Expense recoverable in the 2012 filing is $2,652,370.

We have also adjusted the revenue in the true-up calculation for the decrease of $31,158.17 in
Finding 1.

The schedule following this finding shows the corrected true-up calculation.
Effect on the General Ledger: There is no effect on the ledger.

Effect on the Filing: The over-recovery should be $292,947 which is $18,254 lower than the
$311,201 reported.



[CALCULATION
OF TRUE-UP JANUARY | FEBRUARY | MARCH | APRIL MAY JUNE JULY | AUGUST | SEPTEMBER| OCTOBER | NOVEMBER|] DECEMBER]  TOTAL

Total Revenues | $(404,101)] $ (341,292)f $ (330,215)] $(300,426)] $ (277,407)] $ (243,616)] $ (225,925)] $(211,312)] $§ (239,712){ $ (262,387)| $ (331,343)| $§ (341,957 $ (3,509,693)
1/12) of Prior

True-Up $ 470248 47024|3 470245 47,0245 47024|S 47024|3 47,024 )5 47024|S 47024 |$ 470248 47024|3 47024|$ 564,286
Ons. Kevenue
Current $(357,077| 8 (294,268)] $ (283,191)] $(253,402)| § (230,383)] $ (196,592)] $ (178,901)] $(164,288)| § (192,688)| $ (215363) $ (284,319)| $ (294,933)| 8 (2,945.407)

Conservation Cost] § 217,935 | § 202,559 | $ 269,872 | $ 189,619 | $ 207,680 | $ 270,996 | $ 114,638 | $ 316,490 | § 302,419 |$ 275552 |8 228418 |$ 56,192|$ 2,652,370

True-up this period $(139,142)] §  (91,709)] § (13,319)] § (63,783)| 8 (22,703)] § 74,404 | $ (64,263)] £ 152,201 | $ 109,731 |$ 60,180} 8 (55,901)] $ (238,74]$  (293,036)

ilnterestprovision 3 29| 8 30|89 1718 11l 318% 1|3 3) $ @] s 419 818 6|83 (13)] 8 50

True-up & interest

beginning $ 564286 | § 378,149 )% 239446 |8 179,121 |$ 68325|% (1,399)] % 25983 | $ (85,308) $ 19,866 | $ 82,5781 % 95,751 | $ (7,169)] $ 564,286
uc-up

collected ref. $ (47,024)] $ (47,024)| § (47,024)| $ (47,024)] $ (47,024)| $ (47,024)| $ (47,024)] § (47,024)| § (47,024)| $ (47,024)| $ (47,024)| $ (47,024)| $  (564,286)]

INet true-up (over)-
recovery under $ 378,149 | % 23944618 179,121 |8 683258 (1,399)|$ 25983 ]|% (85308)]% 19,866 | % 82,578 | § 95,751 1% (7,169)| $ (292,947)| § (292,947)

True-up Per the

Filing $ 387,759 | $ 249,054 | $ 188,733 |8 77.937|$ 8214]§ 33,048|% (78244) % 32,764 |8  95479|% 108,655|$ 573718 G11,200] 8  (311,201)
Difference $ 96108 06088 96125 (9612)|5 9613)|$ (70658 (7.064)] % (12,8985 (12901 $ (12904)| $ (12906} $ 18254 ]S 18,254




Exhibit 1: True Up

.
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COMPANY: FLORIDA PUBLIC UTILITIES COMPANY

ENSRAY CONSERVATION ADJUSTMENT CALCULATION OF TRUE-UP ANXD INTEREST PROVISION
BUMMARY OF EXPENSES BY PROGRAM BY MONTH

FORMONTHS

TOTAL ALL PROGRAMS

LESS AMOUNT INCLUDED
N RATE BASE

RECOVERASLE
CONSERVATION EXPENSES

danuary-12 THROUGH Osecember.12

Exhibit

SCHEDULE CT)
PAGE10F3

JANUARY _ FEBRUARY MARCH APRI. MAY JUNE suy AUGUST SEPTEMBER OCTORER NOVEMEER OECEMBER = TOTAL
84817 19688 832 14,817 17347 008 12,381 65713 15,388 0.3% 10,426 14,485 325,663
18787 2021 46,484 2042 42638 58563 3D 7094 85,068 65,178 84,018 80,683 604,776

40351 13389 11,5397 6363 6085 63N 4451 10441 3690 13,097 18388 15,768 110,591
as8 228 43 1,126
2130 2430 @.130) 6391 2,131 2,130 219 3750 4,489 283 4,240 10,095 3,778
naw 3,754 A 3N.6% 62,181 (18.09¢) n.1e2 120,204 8347 80,804 70,658 662,981
58 i 484 834 484 484 464 1387 484 1253 1083
309 S 1.050 700 4,782 700 350 2452 1214 1318 2,048 20040
%S5 110228 148,50 103.482 $0.305 1021712 %00 7448 62,465 83,783 7.608 {156,752) 670,583
2,500 884 1.150 1992 6426
1" 202559 29,072 189.619 207,650 283448 114,638 2233 302,420 5552 . 2841 58,102 2655654
217935 $50 159,61 s48 114 632 420 278,552 228418 162 655,654
EXMHIBIT NO.
DOCKET NO. 130004-GU
FLORIDA PUBLIC UTLIMIES COMPANY
{COVY-9)
PAGE SOF 19



COMPANY: FLORIDA PUBLIC UTILITIES COMPANY

SCHEDULECTY
PAGE20FY

CALGULATION OF TRUELP AND INTEREST PROVISION

FORMONTHS

8. CONSERVATION REVENUES

®» »

-

10.

1.

RESIDENTIAL CONSERVATION
CONSERVATION ADJ. REVENUES
TOTAL REVENUES

PRIOR PERIOD TRUEUP ADJ. NOT
APPLICABLE YO THIS FERIDD

CONSERVATION REVENUE APPLICABLE

CONSERVATION EXPENSES (FROM CT-3,
PAGE 1,LINE2)

TRUE-UP THS PERIOD (LINE 8- 8)

INTERESY PROVISION THIS PERIOD
(FROMCT-3, PAGE 3, LINE 10)

TRUE-UP AND INTEREST FROVISION
BEGINNING OF MONTH

DEFERRED TRUEAIP GEGINNING
OF PERIOD

PRIOR TRUE-UP COLLECTED
{REFUNDED}

TOTAL NET TRUELUP
[LINES 7+484848A¢10)

Januapd?  THROUGH Oecembes2

JANUARY _ FEBRUARY MARCH APRLL MAY June JULY

(“ort01) PN (0215 (N4 @AM RO6IS  @Ess]  ENAY)  @BNG @3N ANMY) PRNG (5088

agn ATO2S 7828  av028 478pS  ATENS  ATMIS  AVERS  AVEM 42625 arexs g sness

(ss281) @48 (Qa90)  @s260%) (22958  (19570%)  (WB100) (183487  (101.687) Q@RwS6D)  @BASIE)  (25.200)  (2.060.8%6)

114838

(138.348) (90802  (12518)  (62.634) (1000 72655 (834G  1588% 11051 80690  (35.100)  (260,0%9) (311.304)
b 28 a2 179 4 2 o] o 7 1 ? [§1)) 10
573,858 3T 269034 168,79 1837 821 8063 ?8244) 078 95,479 103,655 8,137 573803

¥175 05 18T mew e 2 o 108858 n____guan 11,201
EXHIBIY NO.
DOCKET KO. T30004-GU
FLORIDA PUBLIC UTRITIES COMPANY
(cov-9)
PAGE 6 OF 5



COMPANY: FLORIDA PUBLIC UTILITIZS COMPANY SCHEDINE CT3

PAGE3ICF S
CALCULATION OF TRUE-UP AND INTEREST PROVISION
FOR NONTHS Januan42  THROUGH Docember2
C.  INTEREST PROVISION JARUARY  FEBRUARY  MARCH  APRIL WAY JUXE  JULY _ AUSUST SEPTEMBER OCTOBER NOVEMBER DECEMBER _ TOTAL
BEGINNING TRUEUP (LNE B] sTages I UM 1T 78N B2 N0 (B4 RIM o5 108658 Ry 873,895
ENDING TRUE-P BEFORE INTEREST
(LINES B70BD+E0AB10) I 4 8210 AN (0241 3376T  934m2 10384 5730 11 11,304
3. TOTALBEG. ANDERDING TRUEUP 0816824 616765 AMTTES  2G6ST  GOMT 41288 (A185) (ST 18236 204123 104385 (305.446) 262,591
AVERAGE TRUEAUP (LINE C-3 X $0%) 430812 38303 208683 1MW 0N 20820 (258 (A7) GAMB 102002 Sa9d  (my 131,20
INTERESY RATE - FIRGT DAY OF
REPORTING BUSINESS MONTH 007 00BN 0% 0% O1IN  D1Z%  O45%  OM%  ON%  O42% 0. 0.1%
INTEREST RATE « FIRST DAY OF
SUBSEGUENT BUSINESS MONTH 003% 013%  ON% QM 013% 0% 0% 013 O13%  O1% 0% 0.10%
TOTAL (UNE C-6 + C5) .15% 0% 0% 0% 0% 0X%  020% 0% 0% D% 0a8% 023%
AV, INTEREST RATE (C-7 X 50%) 008% ON%  QIZ% 01% 0% O0W% 0% OMw 01K OM%  Ou% 0%
MONTHLY AVERAGE INTEREST RATE 0.008% 0009%  0010%  0O10%  OOI0%  OOI%  DOZ%  OOH%  00I%  0ONM% 001N 00N
INTEREST PROVISION .
(LINE C4 X CR) 3 2 2 13 4 2 Ib) 8l 7 1 ? 09 199

EXHIBIT NO.

DOCKET NO. 130004-GU

FLORIDA PUBLIC UTILITIES COMPANY
{cor-)

PAGE 7OF 18





