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INDEPENDENT AUDITORS' REPORT

Flonda Public Utilities Company
West Palm Beach, Florida:

We have audited the balance sheets - regulatory basis of Florida Public Utilities Company

(the “Company”) as of December 31, 1997 and 1996, and the related statements of income - regulatory
basis for the years then ended, and the statements of retained earnings - regulatory basis and cash flows
for the year ended December 31, 1997, included on pages 10 through 19g, excluding additional
information on page 13 - Electric, Gas and Other Utility Divisions, of the accompanying Annual Report
of Natural Gas Utilities to the Florida Public Service Commission. These financial statements are the
responsibility of the Company’s management. Our responsibility is to express an opinion on these
financial statements based on our audits.

We conducted our audits in accordance with generally accepted auditing standards. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free of material misstatement. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as evaluating the
overall financial statement presentation. We believe that our audits provide a reasonable basis for our
opinion.

These financial statements were prepared in accordance with the accounting requirements of the Federal
Energy Regulatory Commission as set forth in its applicable Uniform System of Accounts and published
accounting releases, which is a comprehensive basis of accounting other than generally accepted
accounting principles. The principal differences from generally accepted accounting principles include
accounting for the Company’s investment in a wholly-owned subsidiary on the equity method rather than
consolidating the assets, liabilities, revenues, and expenses of the subsidiary, the inclusion of certain
accumulated provisions in other noncurrent habilities rather than current liabilities, the exclusion of
comparative statements of retained earnings and cash flows, and the reporting of deferred tax assets and
liabilities net of the related regulatory assets and liabilities rather than reporting them separately.

The statement of cash flows and the accompanying notes to the financial statements are prepared on a
consolidated basis as presented with the Company’s consolidated financial statements included in its
Annual Report to Shareholders. Such consolidated statement of cash flows and notes are not
comparable in certain respects with the accompanying balance sheets and income statements in which an
investment in a wholly-owned subsidiary is accounted for on the equity method.
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In our opinion, such financial statements present fairly, in all material respects, the assets, liabilities, and
proprietary capital of the Company as of December 31, 1997 and 1996, and the results of its operations
for the years then ended, and its cash flows for the year ended December 31, 1997, in accordance with
the accounting requirements of the Florida Public Service Commission, which is substantially equivalent
to the accounting requirements of the Federal Energy Regulatory Commission as set forth in its
applicable Uniform System of Accounts and published accounting releases.

Our audit was conducted for the purpose of forming an opinion on the basic financial statements taken
as a whole. The additional information on page 13 is presented for the purpose of additional analysis
and is not a required part of the basic financial statements. This additional information is the
responsibility of the Company’s management. Such information has been subjected to the auditing
procedures applied in our audit of the basic financial statements and, in our opinion, is fairly stated in all
material respects when considered in relation to the basic financial statements taken as a whole.

This report is intended solely for the information and use of the board of directors and management of
the Company and for filing with the Florida Public Service Commission and should not be used for any
other purpose.

Delosts & Tiocka XL

February 20, 1998




INSTRUCTIONS FOR FILING THE
ANNUAL REPORT OF NATURAL GAS UTILITIES

GENERAL INSTRUCTIONS

A

VI

VIL.

Vill.

Prepare this report in conformity with the Uniform System of Accounts (18 CFR 201) (U.S. of A).
Interpret all accounting words and phrases in accordance with the U.S. of A.

Enter in whole numbers (dollars or Mcf) only, except where otherwise noted. (Enter cents for averages and
figures per unit where cents are important.) The truncating of cents is allowed except on the four basic financial
statements where rounding to dollars is required. The amounts shown on all supporting pages must agree

with the amounts entered on the statements that they support. When applying thresholds to determine
significance for reporting purposes, use for balance sheet accounts the balances at the end of the current
reporting year, and use for statement of income accounts the cumrent year's amounts.

Complete each question fully and accurately, even if it has been answered in a previous annual report. Enter
the word “None" where it truly and completely states the fact.

For any page that is not applicable to the respondent, enter the words "Not Applicable” on the particular page.

Provide a supplementat statement further explaining accounts or pages as necessary. Attach the supplementat
statement to the page being supplemented on 8 1/2 by 11 inch paper. Provide the appropriate identification infor-
mation on the supplemental page, including the title of the page and the page number. Do not change the page
numbers.

Do not make references to reports of previous years or to other reports in lieu of required entries, except
as specifically authorized.

Wherever schedule pages refer to figures from a previous year, the figures reported must be based upon
those shown by the annual report of the previous year, or an appropriate explanation given as to why
different figures were used.

Report all gas volumes on a pressure base of 14.73 psia and a temperature base of 60° F.

DEFINITIONS

Btu per cubic foot - The total heating value expressed in Btu, produced by the combustion, at constant
pressure, of the amount of the gas which would occupy a volume of 1 cubic foot at a temperature of 60° F

if saturated with water vapor and under a pressure equivalent to that of 30 inches of mercury at 32° F,

and under standard gravitational force (980.665 cm per sec. ?) with air of the same temperature and pressure
as the gas, when the products of combustion are cooled to the initial temperature of gas and air when the
water formed by combustion is condensed to the liquid state. (Sometimes called gross heating value or total
heating value.) .

Respondent - The person, corporation, licensee, agency, authority, or other legal entity or instrumentality
in whose behalf the report is made. ’
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ANNUAL REPORT OF NATURAL GAS UTILITIES

(407) 838-1731

IDENTIFICATION

01 Exact Legal Name of Respondent 02 Year of Report

FLORIDA PUBLIC UTILITIES COMPANY December 31, 1997
03 Previous Name and Date of Change (if name changed during year)
04 Address of Principal Office at End of Year (Street, City, State, Zip Code)

401 South Dixie Highway, West Palm Beach, FL 33401-5886
05 Name of Contact Person 06 Title of Contact Person

George Bachman Director of Accounting & Asst. Treasurer
07 Address of Contact Person (Street, City, State, Zip Code)

Same as above
08 Telephone of Contact Person, Including Area Code 09 Date of Report (Mo, Da, Yr)

April 21, 1998

ATTESTATION

| certify that { am the responsible accounting officer of

FLORIDA PUBLIC UTILITIES COMPANY

that | have examined the following report; that to the best of my knowledge,
information, and belief, all statements of fact contained in the said report are true
and the said report is a correct statement of the business and affairs of the above-
named respondent in respect to each and every matter set forth therein during the

period from January 1, 1997 to December 31, 1997, inclusive.

I also certify that ali affiliated transfer prices and affiliated cost allocations
were determined consistent with the methods reported to this Commission on the

appropriate forms included in this report.
I am aware that Section 837.06, Florida Statutes, provides:

Whoever knowingly makes a false statement in writing

with the intent to mislead a public servant in the

performance of his official duty shall be guilty of a
misdemeanor of the second degree, punishable as provided in
S.775.082 and S. 775.083.

y Joi [ r/gmo/? k[ %

Date “Bignature
George Bachman Director of Accounting & Asst. Treasurer
Name ' Title
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