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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 20 12 GCCR revenues and costs. Finding 3 discusses the errors in the true
up. 
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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 $ (138,541.69) 4015 $ (18,868.33' 4015 $ 119,673.36 
Conservation $ (11,758.02) 4953 $ (1,175.81) 4953 $ 10,582.21 
PGA $ (311 ,572.87) 4010 $ (31,158.17) 4953 $ 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. 
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Finding 2: Other Billing Issues 

Audit Analysis: The Utility did not update the conservation billing rates for six of its rate 
schedules on January I, 20I2. (GAJPG, GAJIG, GCVIG, GENII, GCV4I, and GEN90) The 
customers were billed at the lower 20II rate until May I, 20I2. The total estimated therms 
billed in these rate classes were approximately I ,900 a month for four months. We estimate the 
under-billing to be less than $I50. 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. 
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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. 
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ll.'ALl.'ULATIUN 

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

Total Revenues $ (404,101) $ (341,292) $ (330,215) $ (300,426) $ (277,407) $ (243,616) $ (225,925) $ (211,312) $ (239,712) $ (262,387) $ (331,343) $ (341,957) $ (3,509,693) 
1112) or Prior 

True-Up $ 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 
1'-'ons. Kevenue 
Current $ (357,077) $ (294,268) $ (283,191) $ (253,402) $ (230,383) $ (196,592) $ (178,901) $(164,288) $ (192,688) $ (215,363) $ (284,319) $ (294,933) $ (2,945,407) 

Conservation Cost $ 217,935 $ 202,559 $ 269,872 $ 189,619 $ 207,680 $ 270,996 $ 114,638 $ 316,490 $ 302,419 $ 275,552 $ 228,418 $ 56,192 $ 2,652,370 

True-up this perioc $ (139,142) $ (91,709) $ (13,319) $ (63,783) $ (22,703) $ 74,404 $ (64,263) $ 152,201 $ 109,731 $ 60,189 $ (55,901) $ (238,741) $ (293,036) 

Interest provision $ 29 $ 30 $ 17 $ II $ 3 $ I $ (3) $ (4) $ 4 $ 8 $ 6 $ (13) $ 90 
True-up & interest 
beginning $ 564,286 $ 378,149 $ 239,446 $ 179,121 $ 68,325 $ (1,399) $ 25,983 $ (85,308) $ 19,866 $ 82,578 $ 95,751 $ (7,169) $ 564,286 

IIUI uuc-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) 

Net true-up (over)· 
recovery under $ 378,149 $ 239,446 $ 179,121 $ 68,325 $ (1,399) $ 25,983 $ (85,308) $ 19,866 $ 82,578 $ 95,751 $ (7,169) $ (292,947) $ (292,947) 

True-up Per the 
Filing $ 387,759 $ 249,054 $ 188,733 $ 77,937 $ 8,214 $ 33,048 $ (78,244) $ 32,764 $ 95,479 $ 108,655 $ 5,737 $ (311,201) $ (311,201) 
Difference $ (9,610) $ (9,608) $ (9,612) $ (9,612) $ (9,613) $ (7,065) $ (7,064) $ (12,898) $ (12,901) $ (12,904) $ (12,906) $ 18,254 $ 18,254 
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Exhibit 

Exhibit 1: True Up 
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