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L EXECUTTVES~RY 

Audit Purpose: We have applied the procedures described in Section IT of this 
report to audit the appended Conservation True-Up schedules filed by City Gas 
Company in support of Docket 950002-EG for the twelve month period October 
1995 to September 1996 to determine that exhibits represent utility books and that 
those re<=ords are maintained in compliance with Commission directi"es; that 
adjus.tments are based on supportable facts and usumptions; and that facts which 
may influence the Commission decision' process are disclosed. 

DISCLAIM PUBLIC USE: This is an internal accounting report prepared after 
performing a limited scope audit; aOO)rdingly, this document must not be relied 
upon for any purpose except to assist the Commission staff in the perfolllilance of 
their duties Substantial additional work would have to be performed to satisfY 
generally accepted auditing standards and produce audited financial statements for 
public use. 

Opinion: Subject to audit exceptions 1, 2, 3 and audit disclosures I, 2, 3 the 
True-up schedules of the Conservation filing for the twelve month period ending 
September 30, 1996 represent City Gas Company books and records maintained in 
substantial compliance with Comnussion directive,, The expressed opinion extend 
only to the scope of work described in section n of this report. 

Because of a change in payroll allocation methodology, payroll included in this 
filing appears to duplicate payroll included in base rates. 



D. AUDITSCOPE 

The opinions contained in this report are based on the audit work described below. 
When used in this report, the following-definitions shall apply. 

COMPll.ED - The audit staff reconciled exhibit amounts with the general 
ledger, visually scanned accounts for error or inconsistency, diM:Iosed any 
unresolved error, irregularity, or inconsistency, and ,except as noted, 
performed no other audit work. 

REVENUES: Complied revenues peT the general ledger and reconciled to 
Company schedules CT-3. Complied tbenns sold from the Company's revenue 

worksheets and applied the applicable rate factors approval in Commission orders. 

Reconciled revenue calculation to Company's CT-3 schedules. Recomputed a bill 
for various rate classes to determine that the applicable factor is actually billed. 

EXPENSES: Complied all expenses amounts peT the general ledger and 
reconciled to Company's CT-3 schedules. Staff tested 100% of aU advertising 
expenses by tracing to the invoices and advertisement ads. From the Company's 

prepaid printout of incentives staff pulled a judgmental sample for the period 3/96 

through 8/96. The incentives were tBc:td to vouchers invoices and service orders. 

Payroll allocations were verified with employees. Recalculate a sample of 
transportation expenses. 

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

AUDIT EXCEPTION NO. 1 

SUBJECT: TRUE-UP AND INTEREST 

STATEMENT OF FACf: The Company has incorrectly used tbe beginning 
true-up in their calculation of true-up and interest provision on schedule Cf-3 
page 3 of3. Per OrderPSC-96-0352-FOF-EG the beginning true up is $210,395, 
the Company used $208,011, a difference of$2,384. The Company made an 
adjustment to the ledger for S 1,854 in September 1996 but this adjustment was not 
made to the fiung. 

OPINION: The error resulted in an increase in the end of period net true-up in 
the amount of$1,494 after interest 

Company's end of period net true up 
StafFs recalculation of end of period net true up 

($450,368.00) 
($448,874.00) 

($1,494.00) 

The Company should increase their true-up by $1,494 and adjust their books 
accordingly. 
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AUDIT EXCEPTION NO.2 

SUBJECT: ADVERTISlNG 

STATEMENT OF FACT: The Company tw included in the CT-3 Schedule of 

the filing $3,148.20 of advertising expenses related to an invoice for the printing 

and shipping of SOO oven mitts and 300 aprons. The oven mitts and aprons only 

show the name of the Company and it 's logo. It does not meet the requirementll of 

Order 1728 1 such as showing the problem and the solution. 

OPINION: Since none of the Conservation Programs are advertlsed, the 

Company should reduce advertising expenses by SJ, 148.20. 
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AUDIT EXCEPTION NO. 3 

SUBJECT: PAYROLL 

STATEMENT OF FACT: Per the last. rate case docket 960502-GU $180,600 
of Conservation salaries were removed from base salaries. The Company has 

reallocated their Conservation wages based on estimated hours worked according 
to interviews with employees. They have chsrged $259,956.61 to Conservatio:1 

salaries. Since $180,600 of these salaries were removed in the rate case from base 
rates, the difference of$79,256.61 is a duplication of salaries already included in 

base rates. The employees have not changed since the last rate case. 

In addition. the Company has charged $59,661.37 of taxes and benefits to 
Conservation. only $47,048.02 wu removed in the base rate calculation. The 
difference of$12,613.35 is a duplication of charges in base rates. 

OP1NION: Conservation payroU expenses should be reduced by $91,869.96 plus 
interest. 

7 



IV. AUDIT DISCLOSURES 

AUDIT DISCLOSURE NO. I 

SUBJECT: REVENUES 

STATEMENT OF FACT: Prior to January 1996 the Company wu recording 
revenues in account 18689001. Starting .in January the Conservation Revenues are 
included in gas revenues billed to customers FERC account 480 and 481 . 

According to the Company "each month. the expenses incurred are compared to 
the revenues billed and the difference is recorded to the deferred ECP account. 
The revenues billed are calculated by taking the volumes billed to customers for 
the month in the respective classes multiplied by the ECP rate, which is consistent 
with the way these revenues were detennined in the past. 

OPINlON: Not detailing revenues and expenses in separate accounts makes 
reconciliation of the filing to the books more difficult. 
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AUDIT DISCWSURE NO. l 

SUBJECT: COMMERCIAL TRANSPORTATfON 

STATEMENT OF FACT: The Company has included revenues related to 
Commercial Transponation on their CT-3 schedule. They have consistently biUed 
these customers tbe ECCR rate. Commission Order PSC-96-0352-FOF-EG does 
not separately identifY the Commercial Transportation rate code as being included 
in Energy Conservation. Since the Company has billed these customers, the 
revenue is appropriately recorded in revenues in the true-up schedules. A 
detennination needs to be made on whether these customers should be charged or 
if a refund is due. 
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AUDIT DISCLOSURE NO. 3 

SUBJECT: ADVERTISING EXPENSES 

STATEMENT OF FACf: The Company has tncluded an invoice for $12S.OO for 
a fee related to the 1996 Chamber of Commerce's Business Exposition. This event 
gives the Company an opponunity to gain Clq)Osure and possible business 
contacts. 
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Commlssionm: 
SUSAN F. CLARK. CHAIRMAN 
J. TERRY DEASON 
JULIA L. JOHNSON 
DIANE K. KIESLI'NG 
JOE GARClA 

Mr. Richard F. Wall 
City Gas Company of Florida 
955 East 25th Street 
Hialeah, Florida 331 03-)498 

State of Florida 

December 24, 1996 

DIVISION OF RECORDS &. 
REPORTING 
BLANCA S. BA YO 
DIRECTOR 
(904) 413-6770 

RE: Docket No. 960002-EG -·- City Gas Company of Florida 
Conservation Audit Repon - Period Ended September 30, 1996 
Audit Control # 96-14941 

Dear Mr. Wall: 

The enclosed audit report is forwarded for your reYJew. Any company response filed 
with this office within ten (10) work days of the above date will be forwarded for 
consideration by the staff analyst in the preparation of a recommendntion for this case. 

Thank you for your cooperation. 

KF/cls 
Enclosure 
cc: Public Counsel 

Michael Palecki 

Sincerely, 

~~l .. J 
Kay Flynn, Chief 
Bureau of Records 

CAPJTAL CIRCLE OFFICE CENTER • 2S40 SHUMARD OAK BLVD • TALLAHASSEE. FL 32399.011SO 
All~~ OpponunJIY ~ 




