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Purpose

To: Florida Public Service Commission

We have performed the procedures described later in this report to meet the objectives set
forth by the Division of Accounting and Finance in its audit service request dated November 21,
2019. We have applied these procedures to the attached schedules prepared by Florida Public
Utilities Company in support of its filing for storm recovery costs in Docket No.20190156-EIL

The report is intended only for internal Commission use.



Obijectives and Procedures

General
Definitions

FPUC or Utility refers to Florida Public Utilities Company.

Background

On August 7, 2019, the Utility filed a petition for a limited proceeding to record costs associated
with Hurricane Michael as a regulatory asset, which would be amortized over 30 years and
recovered through working capital and amortization expense. This methodology of cost
recovery will not use a surcharge nor have any effect on the storm reserve. The regulatory asset
would be comprised of the incremental storm restoration costs related to Hurricane Michael as
per Rule 25-6.0143, Florida Administrative Code (F.A.C.) for costs incurred with proforma
adjustments from October 1, 2018 through December 31, 2019. This audit’s scope was limited
to the regulatory asset of $39,172,503 as shown in Exhibit MDN-4, page 1 of 1, filed with the
petition.

Expense

Pavyroll, Overhead, and Related Costs

Objectives: The objectives were to determine whether payroll, overtime, and related costs were
properly stated, recorded in the period incurred, and related to Hurricane Michael.

Procedures: We scheduled payroll, overhead, and related costs by storm, capital, and cost of
removal cost types. We selected a judgmental sample of costs for detail testing and traced the
amounts to the payroll register and allocation schedules. No exceptions were noted.

Fuel
Objectives: The objectives were to determine whether fuel costs were properly stated, recorded

in the period incurred, and related to Hurricane Michael.

Procedures: We scheduled fuel costs by storm, capital, and cost of removal cost types. We
selected a judgmental sample of costs for detail testing and traced the amounts to the payroll
allocation schedules, employee expense reports, or supporting invoices. No exceptions were
noted.

Contractors

Objectives: The objectives were to determine whether contractors costs were properly stated,
recorded in the period incurred, and related to Hurricane Michael.

Procedures: We scheduled contractors’ costs by storm, capital, and cost of removal cost types.
We selected a judgmental sample of costs for detail testing and traced the amounts to the payroll



allocation schedules, employee expense reports, or supporting invoices with cost allocation by
work order schedules. No exceptions were noted.

Materials

Objectives: The objectives were to determine whether materials were properly stated, recorded
in the period incurred, and related to Hurricane Michael.

Procedures: We scheduled material by storm, capital, and cost of removal cost types. We
selected a judgmental sample of costs for detail testing and traced the items to the payroll
allocation schedules, employee expense reports, inventory system printouts, or supporting
invoices. No exceptions were noted.

Logistics

Objectives: The objectives were to determine whether logistics costs were properly stated,
recorded in the period incurred, and related to Hurricane Michael.

Procedures: We scheduled logistics costs by storm, capital, and cost of removal cost types. We
selected a judgmental sample of costs for detail testing and traced the items to the payroll
allocation schedules, employee expense reports, or supporting invoices. No exceptions were
noted.

QOther Costs

Objectives: The objectives were to determine whether other costs were properly stated, recorded
in the period incurred, and related to Hurricane Michael.

Procedures: We scheduled other costs by storm, capital, and cost of removal cost types. We
selected a judgmental sample of costs for detail testing and traced the items to the supporting
invoices. No exceptions were noted.

Other

Non-Incremental Costs

Objectives: The objective was to determine whether the non-incremental costs have been
accounted for correctly and removed in their entirety from the recoverable costs as per Rule 25-
6.0143, Florida Administrative Code (F.A.C.).

Procedures: We scheduled payroll and overhead costs by storm, capital, and cost of removal
cost types. We traced the amounts to the payroll schedule, supporting documentation, and
removed the capitalized payroll costs. We reviewed the Utility provided schedule comparing
base rate payroll per the last rate case with 2017 and 2018 payroll costs. No exceptions were
noted.



Capitalizable Costs

Objectives: The objectives were to determine whether the capitalizable costs have been
accounted for correctly and removed in their entirety from the recoverable costs as per Rule 25-
6.0143(1) (d), F.A.C.

Procedures: We scheduled capitalizable costs by capital, and cost of removal cost types. We
tested the capitalizable costs to determine if the Utility included for recovery only those costs
that are allowed by the applicable Rule by tracing a judgmental sample of capitalized costs to the
supporting documentation. No exceptions were noted.

Proforma Adjustments

Objectives: The objective is to review storm costs that were recorded subsequent to December
31,20109.

Procedures: Included in the storm costs were proforma adjustments based on estimates for costs
incurred but not completed as of June 30, 2019. We reviewed the supporting documentation for
these costs, which included recorded final amounts from June 30, 2019 through December 31,
2019. We noted that the proforma storm cost estimates were $487,450 as compared to the actual
costs of $406,730. Storm costs will be decreased by $80,720 ($487,450 - $406,730) in a revised
filing. We noted that the estimated capitalized costs were $1,253,189 as compared to actual
costs of $1,203,235. Capitalized costs will be decreased by $49,954 (31,253,189 - $1,203,235).
We also noted that the cost of removal cost estimates were $83,920 and agreed with the actual
costs. The Utility expects to file a revised filing regarding the proformas.

The estimated capitalized costs included an amount of $1,000,000, which was supported by a
vendor contract. The project has not been completed. The Utility also used a cost rate of 4
percent for calculating interest on the unamortized reserve deficiency balance. Audit staff did
not recalculate interest nor determine the source of the rate. No further work performed.



Audit Findings

None



Exhibit 1:

Florida Public Utilitles Company

Exhibits

Storm Cost Recovery for Incremental Expenses

MDN-4 Pago 1 of 1

8torm Cost Recovary for Incremental Expenses Docket No.: 0
Storm
Una Reserve
Ho. Doscription Refcsanca Total Balonce
1 Pre-Storm Resarve Balanco N/A fal
2 Bstimated Storm Retated Restoration Costs
3 Reguler Payroll $ 566,555
4 Overitme Payrol! S 481,830
S Payrol Overhead Allocatlons $ 345,472
G Department Cost Allocstion on Capital ) 40,433
7 Emgloyee Expanses S 67,980
8 Contractor Costs $ 54,526,703
9 Loglstics $ 1,437,895
10 Fue! $ 1,441,964
11 Equipmant Rental S 232,334
12 iMatostals $ 6,612,654
13 Cail Center Casts H 26,516
14 Uncolicatible Account Expense $ 120321
1S Other 5 1295402
16 Subtotal-Storm Refated Restoration Costs Unes 3115 S 66,039,798
17 Lass: Estimated Non-incremantal Costs
18 Ragulos Payroll $ {113,316) [b)
19 Cvertime Payrol) $ {1,827)
20 Payroll Overhead Allecations $ (60,039)
21 Subtotul-Estimatad Non-Increments) Costs Unes 17:20 $ (185,182)
22 Less: Caphtaflzable Casts $ (28,218,969}
23 Total Recovorabla Restoration Costs - System Mnes (16+21+22) H 37,625,647
24 Jurisdlctiona) Factor 100%
25 Totof Recoverabla Restoration Costs-Aetall lines (23x24) $ 37,625,647 $ 37,625,647
26 Het Recoverabla Rotall Restoratlon Costs in0 25 fine 1 0 37,625,647
27 8ond issuance Costs
28 Beglnning Balanco for Recovery Eng 26-ine 27 S 37,625,647
29 Plus: Interest on Unamostized Reserve Deficiency Balance thru 12/19 H] 1,546,856
30 Pluss Amount to feplenish Reserve
31 Retall Storm Racovery Amount befora Regulatory Assessment Feo iines 28:30 $ 39,172,503

{a)
(o)

Docket 20180C61-E1 sddrassed recovery of the rocavery of a SL5M resesve balance. No additionst reserve 15 icquasted here.
Hon-incremental storm cosls weia never recorded In Storm Waork Ordess. Estimated costs frem 10-10-18 to 12-2-18 for the NW division are
Inciu:ded tn restoration costs and removed tn non-incremantal costs, Addional non-incrementsl costs were lagurred b other months

but could not be estimated since we do not recorded non-lncremental a8 stoem,





