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DIVISION OF AUDITING AND FINANCIAL ANALYSIS 
AUDITOR'S REPORT 
SEPTEMBER 9, 1998 

TO: FLORIDA PUBUC SERVICE COMMISSION AND OTHER INTERESTED PARTIES 

We have applied the proocdures described in thiJ report to audit the Conscrvntion True-Up 
schedules for the historical 6-month period ended March 3 I, 1998 for City Gas Company. These 
schedules were prepared by the utility as part of its petition for conservation rccovrry in Docket 
980002-EG. There is no confidential information associated with this nudit, and there ore no audi t 
stnfT minority oplnJons. 

This is an internal accounting report prepared after performing n limited scope audit. 
Accordingly, thiJ document must not be relied upon for ony purpose except to assist the Commission 
staff in the performance of their duties. Substan.tial additional work would hnve to be performed to 
satisfy genernlly accepted auditing stAndards and produce audited financial stntemcms for public use. 

In our opinion, the schedules referred to above present fairly, in all material respeclS, the 
utility's books and records, maintained in eonfonnity with the accounting practices prescribed by 
the Florida Public Service Commission. Tbe attoched findings discuss all differences and other 
matters which were noted during our examination. 



SUMMARY OF SIGNIFICANT FINDINGS 

The foUowing subjects were found in this audit: incorrect revenues and o11em:covery, and 
incorrect booking of advertising expenses. 

SUMMARY OF SIGNIFICANT PROCEDURES 

Our audit was perfonncd by examining, on a test basis, certain tl'1lllSil.ctions and account 
bnlnnccs which we believe arc sufficient to base our opinion. Our cxnminntion did not c:nlllil a 
complete review of all fill81lCial transactions of the company. Our more imporlllnt nudit procedures 
nrc sllllUTIII!'i7.e below. The following definitions apply when used in this report· 

Scanned -The docwncnts or accounts were read quickly looking for obvious errors. 

Compiled - The exhibit amounts were reconciled with the general lodger, and accounts were 
scanned for error or inconsistency. · 

Examined -The exhibit amounts were reconciled with the general ledger. l11c: gc:ncml ledger 
acc~unt balances were traced to subsidiasy Jedgcnl, and selective analytical revic\ .. procedures were 
applied. 

REVENUES: Examined revenues from the general ledger and reconciled lo Company 
schedules CT-3. Compiled thcrm.s sold from the Company's revenue worksheets and applied the 
applicable rate factorJ approved in Commission orders. Reconciled revenue calculation to 
Company's CT-3 schedules. Recomputed bills for various rate classes to dctcnnine that the 
applicable factor is actually chnrgcd. 

EXPENSES: Examined expense amounts per the general ledger and reconciled to Company') CT-3 
schedules. Staff tested I 00% of all advertising expenses by tracing to the invoices and 
advertisements. From the Company's prepaid printout of incentives, stn.IT pulled a judgmentul 
sample. The incentive expenses were traced to vouchers, invoices, and sales contracilS. Rc:caleulntcd 
the year end olloc.ation of transportation expenses and agreed them to the general ledger. 

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

Exeeption No. I 

Subject: Sample Testing 

Statement or fact : Stalfjudgrru:nlally selected a sample of incentive expenses from the General 
Ledger and requested the company provide the vouchers and sales joumnls for testing. Sales 
journals arc the company's file of conlnlds for oppllances that show what rebate wu given on each 
coniillct. The company could not locate 4 sales journals (total of$4,7 14.48) listed below: 

No. Date Sales J ournal Program Amount 

I 1131198 Acct606877-148 3 $600.00 
2 11/30/97 Acc't 606877-345 (See A) 3 $400.00 
3 12131/97 Acct 606877-345 3 $2,800.00 
4 3/31198 Acct606877-346 3 $914.48 

Tollll $4,714.48 

A. The total nmount booked in this account related to sales joumul was $3,600.00. 
However, only journals related to $3,200.00 of the items were found. 

Opinion; Since staff could not dctc:nnine that lhc:sc: sales journals were rdato:d to conscn•ut:ion, lhcsc: 
expenses should be disallowed from total expenses. With interest this nmounts to $4,777.67. 
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Exception No. 2 

Subject: True-up and lntcre.tt C.alc:ulalion 

Statement of Fact: 
interest: 

The company used lhe following infomullion to calculate true-up nnd 

I. Overrecovczy $89,108 instead of $95,290 os indicated in Order No. I'SC-98-
0403-FOF-EG, Dockel No. 980002-EG. 

2. Interest mtes of 5.550% for the month ofJ/98 and 5.530% for the month of 4198 
instead of using 5.530% in 3/98 and 5.550% in 4/98, according to the Wall 
Stn:et Journal, respectively. 

3. Revenues for the six months ended 3131198 thnt did not ngrc:e with their book.s . 

Date Revised Revenues Revenues (Filing) Difference 

10/97 $82,107.50 $81,799 $308.50 
11197 $94,869.34 $94,512 $357.34 
12197 s 119,662.07 $95.083 $24.579.07 
1198 $118,759.76 $131.890 ($13,130.24) 
2198 $107,664.48 $116,656 ($8,991 .52) 
3198 $109,680.71 $111,170 ($1 ,489.29) 

To.al $632,743.86 $631.110 $1,633.86 

Opinion: The total revenues were also incorrectly recorded in the Conservntion True-Up 
Filing for the period of October 1997 to March 1998 (Exhibit p;~ge 14). 

Revised Revenues $632.743.86 
Prior Period True-up Not Applicable to This Period (7,426"6) $44,556.00 
Per Exhibit ($6 7 5 .666.00) 
Difference $1,633.86 

The company reported ovmccovcry is~ by $8,187,00 M sl!Own on the nttnchc:d schedule. 
The revised overrecovery based on these errors is $22o,411 .00. 
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Eucption No. 3 

Subject: Adnr1Uing Es:pmses 

Statement of fact: Staff tested advertising. expense nnd discovered the following: 

I. The company recorded $4 16.64 relllted to promotional merehnndisc (600 
Koozies- 250 with NUl print and 350 with Hrunmond nnd NUl print) on 
March 31, 1998. The koozy is a thermal can bolder. 

2. A newspaper ad congratulating the Coco:! Beach Cbwnber of Commerce by 
City Gu for $324.5 I WllS clnssified liS n conservation expense. ·n1e cost of 
the advertisement, $324.5 I, was part of $5,1 35.95 udvc.rtising expense 
recorded on February 28, 1998. 

Opi.nloo: Rule 2S-17.01S states thait in de.c:rmining whether nn advertisement i.s 
"directly related to 110 approved conservation prognun", the Commission shall consider, but 
is not limited to, whether the advertisement or advertisement or advertisir.g campaign: 

I. Identifies a specific problem. 
2. States bow 10 correct the problem. 
3. Provides direction concerning how 10 obtain help to nllevinte the problem. 

These advertisement expenses do not meet the rule re-quirements. With interest they 
runount 10 $744. 
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E~:eeptloa No. • 

Subj~t : Tn.u ponadoa Elpaue 

Statement of Fact: The tr1Jlsp011ation expenses for the company wen: allocated to individual 
conservation programs based on the percen~a&e of conservation labor 10 toulllabor. Stall' scanned 
neeowtt 618.614 t:ranspOr1lltion expense and discovered two acc:owtt payable entries Y."ere recorded 
in the occowtt for I 0197 and 11/97. The comp1111y could not locate the: vouchers for the following 
entries: 

No. Date 

I 11/30197 
2 10/31197 

Vendor 

Fairway Plumb-Penn, Lab &. Mat 
Dial Plumbina 
Total 

Amount 

$350.00 
S2J3.00 
$583.00 

Opinion: These voucllcn did not relate to tnnsportation. The c:ompnny thought thnl these 
were incentives that wen~ misclassiflcd but the Invoices did not appear 10 be c:onservt1tion related. 
With interest, $596 should be removed from expenses. 
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Exceptioa No. S 

Subject: late~~ lives 

Statemeal of Faet: The company booked the following incentive expenses in account 606.087 • 
Eep3-EJedricity Replacement Incentive: 

I. 

2. 

Cbeclc No. 49386 2128198 Dial Plumbing of Brevard 

Checlc No. 53488 3fJ 1/98 Dial Plumbing 
Total 

S5.613.SO 

Sl, 180.00 
$6,793.50 

When examining tho backup for the above entriea, Sue Warner, the company'• representative, 
informed staJTtha.t the above entries were not put of the COnsetVItlon expenses 

Opinion: $6,793.50 should be removed from~ With interest this amounu to S6,83S. 
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Commwloncn: 
JIJUA L Jol~. ClwAMA.'I 
J. TWY DI:ASoN 
SUSA.>~ F. CV.U 
JofOAACIA 
E. Ll:o!l JACOaS. Ja. 

MichAel PaleckJ 
City Gas Company of Florida 
9 s s W I 25th s trcet 

Hialeah, Florida 33013-3498 

STATE OF FLORIDA 

October 21, 1998 

Re: Docket No. 980002 • EG ·City Gas Company of Flori do 

Audit Repon ·Conservation • Y C4t Ended March 31. 1998 
Audit Control ti98·162=H 

Denr Mr. Palecki: 

Ill\.,.,.. 01 IU(OOJIO A .._,_ 

BU-.cAS 8AV0 
Du\ ClOII 
(ISO) 41 )-0nO 

The enclosed audit repon is forwarded for your review. Any company respoiUC fil, I with 
this office within ten (I 0) work days of the above case will be forwarded for considcnuion by the 
suUT analyst in the preparation of a recommendation for this case. 

Thank you for your cooperation .. 

BSB/abf 
Enclostm 

Sincerely. 

k ::,. L, .. .; 
~ay6 ~ 

cc: Division of Audit and Financ•aJ Analysis 
Ansley Watson. Esquire 

CAPfTAL CIACU Qn!C:C CllnU •1540 SIIUMA.aJI 0AIC IIOtlUVAaJI • TALI.\ IIAS~U, 1'1.. J1J99-0150 
AOA-A<~ O,,..oolt)'l•....,« '•"'k Sf,...kt c ........ W•._.... ~,..._.,. lettt"Ntl..-•• , ... .-,4-,...,....•k.A.at 
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