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DIVISION OF AUDITING AND SAFETY 
BUREAU OF AUDITING 

SEPTEMBER I O ,  2003 

TO: FLORlDA PUBLIC SERVICE COMMISSION AND OTHER INTEREST€D PARTIES 

We have applied the procedures described later in this report to audit the 
accompanying schedules of Rate Base , Net Operating Income, and Cost of Capital as of 
December 31,2002, for Florida Public Utilities Company-Gas Division, as part of our work 
in the Earnings Surveillance Audit. 

This is an internal accounting report prepared after performing a limited scope audit. 
Accordingly, this report should not be relied upon for any purpose except to assist the 
Commission staff in the performance 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. 
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SUMMARY OF SIGNIFICANT PROCEDURES 

Our audit was performed by examining, on a test basis, certain transactions and 
account balances which we believe are sufficient to base our opinion. Our examination did 
not entail a complete review of all financial transactions of the company. Our more 
important audit procedures are summarized below. The following definition applies when 
used in this report. 

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

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

Reviewed - The exhibit amounts were reconciled with the general ledger. The general 
ledger account balances were traced to subsidiary ledgers, and selective analytical review 
procedures were applied. 

Examined - The exhibit amounts were reconciled with the general ledger. The general 
ledger account balances were traced to subsidiary ledgers. Selective analytical review 
procedures were applied and account balances were tested to the extent further described. 

Confirmed - Evidential matter supporting an account balance, transaction, or other 
information was obtained directly from an independent third party. 

Verified - The items were tested for accuracy, and compared to the substantiating 
documentation. 

RATE BASE: Compiled Rate Base. Recalculated 13-month average and year end rate 
base at December 31, '2002. Recalculated common plant allocation and reconciled plant 
in service to the company's trial balance. Reconciled prior surveillance audit report 
amounts for all components to present suweillance report amounts. Prepared an analytical 
review. Tested plant additions for 2002 for selected accounts. 

Accumulated Depreciation was compiled. 

Working Capital was recalculated and accounts were anaiyzed for interest bearing 
accounts, and non-utility transactions. The components were reviewed for appropriate 
adjustments as indicated by prior Commission orders. Items from the prior rate case were 
compared to the accounts used in the Surveillance Report. Allocations from the parent 
company were also recalculated. 

Adjustments to Rate Base were recalculated and reviewed to determine if the company 
followed prior orders. 
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NET OPERATING INCOME: Compiled revenues and operating and maintenance 
expense account balances for the twelve months ended December 31,2002. Prepared 
an analytical review and questioned major changes. Compiled depreciation, amortization, 
taxes other than income tax, deferred taxes and ITC expenses for the 12 months ended 
December 31,2002. 

Adjustments to Net Operating Income were recalculated and reviewed to determine if the 
company followed prior orders. Certain accounts were analyzed for unusual or large 
entries. 

COST OF CAPITAL: Compiled cost of capital. RecaIculated cost of capital 
schedules. Recalculated company allocations from Consolidated Cost of Capital to the 
Gas division. Recalculated the cost rate for short term debt and long term debt. Traced 
cost rates to appropriate sources. 

OTHER: Read external audit work papers for the twelve months ended December 31, 
2002 for regulatory purposes. Read Board of Directors minutes for 2002. 
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AUDIT EXCEPTION 1 

SUBJECT: NON-UTILITY PLANT AND ACCUMULATED DEPlUCCIATION 

STATEMENT OF FACTS: In the Surveillance Report, Schedule 2, page 1 of 2, the company 
made 'a adjustment reducing plant in service and accumulated depreciation in the amount of 
$839,908 and $459,308 respectively, for non-utility plant. These amounts were based on year end 
2001 balances. 

During the audit, the company recalculated the non-utility plant and accumulated depreciation 
adjustments using 2002 balances. The company calculation for non-utility plant was $1,015,903 
and accumulated depreciation was $542,338 instead of non-utility plant of $839,908 and 
accumulated depreciation of $459,308 reported on its 2002 Surveillance Report. 

OPINION: The non-utility plant and accumulated depreciation adjustments on schedule 2 page 1 
of 2 should be $1,015,903 and $542,338. The non-utility plant adjustment of $839,908 is 
understated by $ 175,995 and non-utility accumulated depreciation is understated by $ 8'3,033. 
S W s  calculation follows: 

Plant In Accumulated 
Service Depreciation 

Reduction Per Surveillance $ 839,908 $459,308 
Recalculated per Co. $1 ,O 1 5,903 $542,338 
Difference $ 175.995 $ 83,030 

The following entries should be made to the non-utility plant and accumulated depreciation 
adjustments. 

Non-Utility Plant 
Plant In Service 

Accum. Deprec. Plant In Service 
Accum. Deprec. Non Utility Plant 

$175,995 
$175,995 

$ 83,030 
$ 83,030 
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AUDIT EXCEPTION 2 

SUBJECT: NON-UTILITY DEPRECIATION EXPENSE 

STATEMENT OF FACTS: In the Surveillance Report, Schedule 2, page 2 of 2, the company 
made an adjustment reducing depreciation expense for $3 7,526 for non-utility depreciation 
expense. 

When an audit request was issued for supporting documentation, the company recalculated the 
non-utility depreciation expense. The revised company calculation for the non-utility 
depreciation expense adjustment was $45,360 instead of $37,526 reported on Schedule 2 page 
2 of 2 on it's 2002 Surveillance Report. 

OPINION: The non-utility depreciation expense adjustment on schedule 2, page 2 of 2 should 
have been $45,360. The non-utility depreciation expense adjustment of $37,526 is 
understated by $7,834. The income tax adjustment associated with the non-utility depreciation 
expense adjustment is overstated by $2,945. Staff's calculation follows: 

Depreciation 
Exp Adj 

Per Surveillance $37,526 
Recalculated per Company $45,3 60 

Difference $7,834 
Income Tax Rate 37.63% 
Income Tax Adj. Overstated by $2,945 

Accumulated depreciation was corrected in Exception No. 1. 

The following entries should be made to the non-utility depreciation expense adjustment and the 
associated income tax. 

Deprec Expense Non-Utility 
Depreciation Expense Utility 

$7,834 
$7,834 

Income Tax Associated Utility Dep. Exp $2,945 
Income Tax Non-Utility Dep Expense $2,945 
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AUDIT EXCEPTION 3 

SUBJECT: WOIRKING CAPITAL 

STATEMENT OF FACTS: Included in Account 2420.7, Vending Machine Liability Fund, is 
a credit for $787.48 that should be allocated to the Marianna electric division. This amount is 
included in the natural gas division working capital. 

OPINION: Working capital should be changed to reflect $787.48 less in credits, therefore, 
increasing working capital. 

6 



AUDIT EXCEPTION 4 

SUBJECT: INTEREST RATES FOR CUSTORlER DEPOSITS 

STATEMENTS OF FACTS: The effective interest rates on customer deposits included on the 
company’s cost of capital schedule in the surveillance report are based on year end 2000 data. The 
company recalculated the rates based on year end 2002 data with the following results: 

Effective Rate 
Year End 

Effective Rate 
Averape 

Surveillance Report 6.7 1 % 6.81% 

2 0 02 Recalculation 6.57% 6.2 1 % 

OPINION: 
rates. 

The interest rate used to calculate cost of capital should reflect the year end 2002 
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AUDIT DISCLOSURE 1 

SUBSECT: ACQUISITION ADJUSTMENT 

STATEMENT OF FACTS: In the proforma section of 2002 Year End Rate Base in the 
Surveillance Report, the company included the $3,413,179.22 as an acquisition adjustment. It 
included $3,337,012 in the Average Rate Base schedule. 

In December 2001, Florida Public Utilities purchased South Florida Natural Gas Co. fiom its . 
parent, Southem, Union Gas Co. The assets and liabilities were booked in December 2001. 
True-ups were booked in March and April 2002. Added to the purchase price in Account 114 
is $144,229.22 for acquisition costs over the purchase price. The schedule below details the 
transactions. 

December 2001 
la Entry 

True-up 
March 2002 

True-up 
April 2002 

Sub-Total 

Acquisition Costs 

Total Goodwill 

Assets and Liabilities Purchase Price Goodwill 

$3 , 042 , 02 5.2 ( 6,134,820.00) $3,092,794.71 

117,178.41 ( 14,126.5 1) 103,05 1.90 

228.3 17.15) 169,340.43 59.976.82 

$2,7 10,656.13 ($5,979,606.07) $3,268,949.94 

144.229.22 

$3.4 1 3,179.1 6 

The company recorded goodwill in Account 1 14, which according to 1 SCFR 201, is Gas Plant 
Acquisition Adjustments. Also, according to 18CFR 201, Gas Plant Instruction 5A, cc...costs of 
acquisition, including expenses incidental thereto.. .” are included in the electric plant account. 

OPINION: The company has included the acquisition adjustment in rate base. It has not been 
approved by the commission at this time. 

8 



AUDIT DISCLOSURE 2 

SUBJECT: ADJUSTIVENTS TO THE INCOME STATEMENT THAT 
VVERE NOT IN THE LAST RATE CASE ORDER 

STATEMENT OF FACTS: The company made the following adjustments to the income 
statement submitted for the year end 2002 that were not included in the last rate case order. 

Expenses Debit Credit 

1. General Liability Insurance 
2. Environmental Amortization 
3. Right of Way Expense 
4. AEP 
5. Prior Period Uncollectibles 

See Audit Disclosure 3 
6. Accrued Expenses 

78,260 
100,000 

266,225 
30,154 

7,470 

2,350 

Revenue Debit Credit 

7. AEP 267,660 

1. General Liabilitv Insurance: During 2001 a claim was made against the company by an 
employee in the Femandina electric division. The entire cost for the claim was $451,841.78. 
FPUC is self insured up to $250,000. The actual cost to FPUC for all divisions during 2001, 
2002 and 2003 was $201,841.78. During 2002 the company accrued a total of $1 56,500 to all 
divisions to pay for this incident. Of this $78,250 was accrued to the natural gas division. The 
company believes that since this was for Femandina only, the other divisions should not bear the 
cost. The $78,250 allocated to the natural gas division in 2002 was removed fiom expense €or 
surveillance report purposes. 

2. Environmental Amortization: In Docket No. 9001 5 1 -GU, the Commission ordered that 
expenses associated with environmental clean up of manufacturered gas plant sites be accrued at 
$240,000 per year. This was approved for a ten-year period starting in 1991 and ending in 2001. 
The company stopped booking the amortization at the end of 2001. Because it was still short of 
funds to complete the clean up, it started to amortize these expenses again in August 2002 
through December 2002. The amount booked to expense in 2002 was reversed on the 
surveillance report for $1 00,000 per Commission sW s recommendation, The amount was 
reversed on its books in March 2003 since the order required it to end in 2001. 
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3. Right of Way Expense: The company pays the Florida East Coast Railroad for a right of 
way over a railroad crossing into the company’s Lantana yard. Florida Public Utilities had to 
pay $40,509.56 in 2002 to fix the road over the right of way. The entire amount was booked in 
construction work in process (CWIP) in West Palm Beach and amortized over six years. 
Amortization for seven months or $3,938.61 was included% expense in 2002. The company 
decided to expense the cost all in one year. The difference between the amount in CWIP and the 
amount amortized is $36,570.94 ($40,509.56 less 3,938.61). However, the company only asked 
for $30,154 in expense. This is because it allocated 1 5.84% percent to non-utility 
((40,509.56*84.16%) less 3,938.61=30,154)). This non-utility amount was already taken out of 
plant and accumulated depreciation in the pro forma adjustments on the surveillance report, and 
out of expense in the pro foma adjustments on the surveillance report. There was no adjustment 
on the surveillance report to remove the utility costs fiom CWIP and include in deferred debits. 

In reviewing the non-utility allocation, it was determined that the amount removed for the non- 
utility portion in the surveillance report was 16% rather than 15.84%. Recalculating the above 
would reduce the expense adjustment fiom 30,154 to $30,089; a difference of $65. 

4. And 7. Area Expansion Program (AEP) : In PSC Order No. 941291-GUY Docket PSC 95- 
01 62-FOF-GUY the commission approved a specific surcharge in the tariff for recovering 
investment in excess of the maximum allowable construction cost (MACC). The surcharge will 
stay constant for the projected term of the collection period. The Commission also ordered that 
excess costs above MACC should be excluded for rate making and surveillance report purposes, 
and that the surcharge revenue should be excluded fiom the income statement. Items four and 
seven above exclude these items fiom the surveillance report. Although not in a separate 
proforma in the rate base, the company also excluded the deferred debits fiom working capital. 

5 .  Prior Period Uncollectibles: See Audit Disclosure 3 for details. 

6.  Accrued Expenses : Expenses for 2002 were paid in 2003. These invoices were not accrued 
at year end. Therefore, these are included as an adjustment in the surveillance report. A review 
of these invoices shows that those accrued were for 2002. 

OPINION: 
1. Supporting documents show that the claim was for Femandina electric. It appears that the 
company properly removed these expenses from its surveillance report. 

2. Because the amortization period is completed, the company properly removed these expenses 
from the surveillance report for 2002. 

3. It is up to the Commission to decide whether these costs should be recovered completely or 
amortized over a period of years. If the decision is to amortize over six years, then the amount in 
CWIP should be removed and included in a deferred debit and in the working capital calculation. 
If the decision is to expense in 2002, then the costs should be removed fiom CWIP for 
surveillance report purposes. 
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4 and 7. The company properly removed the expenses, revenues and deferred debits for 
surveillance report purposes according to Commission order. 

6. Supporting documents show that these expenses were for 2002 and they should be included. 
Expenses for 2003 need to be reduced. 
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AUDIT DISCLOSURE 3 

SUBJECT: BAD DEBT EXPENSE AND UNCOLLECTIBLES 

STATEMENT OF FACTS: 

Adiustment to Surveillance Report 
The company made a proforma adjustment to increase bad debt expense by $7,470. The 
company explained that its allowance for uncollectibles was too high for some divisions and too 
low for others. ,, 

In order to bring its uncollectibles to a more reasonable level FPUC prepared a five-year history. 
The average percent of write-offs to receivables for five years were calculated. The percent 
was applied to the receivable balance at December 3 1,2002. Then the company calculated a 
five-month reserve. This reserve was compared with the actual reserve balance and an 
adjustment was made for the difference. 

FPUC’s goal was to keep a five-month reserve of bad debts in its allowance for uncollectibles 
account. The final adjustment at year end 2002 was: 

Rr (Cr) 
Central 

Uncollectibles 
Account 1440 12,730.27 

Bad Debt Expense 
Account 904 (1 2,730.27) 

Dr (Cr) Dr (Cr) 
FWB Total 

(7,393.39) 9,336.80 

7,3 93.39 (9,336.80) 

This had the effect of redbcing uncollectibles and reducing bad debt expense. 
believes that 4/5ths of this adjustment belongs to prior periods. Therefore, the company 
removed 4/5ths of the bad debt reduction in expense per the books by increasing bad debt 
expense $7,470 for surveillance report purposes. (($9’33 6.90\5 * (4)). 

The company 

Special Ad-iustment to Uncollectibles in December 02 
Lake Worth Generation is supposed to pay FPUC a return of 1 1.17% per year on FPUC’s $8 
million investment in a large pipeline built for them. Lake Worth Generation went into default. 
The company did not know whether it would be able to collect and in December made the 
following entry to record the default for a few months in 2002. 
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Dr (Cr) 
Central 

Uncollectibles 
Account 1440 

Bad Debt Expense 
Account 904 

Dr (Cr) Dr (Cr) 
W B  Total 

(160,488.32) (160,488.32) 

160,488.32 160,488.32 

The City of Lake Worth took over the pipeline and negotiated a new contract with FPUC in 
which the outstanding debt would be paid. This was approved by the Commission in PSC-03- 
0844-PAA-GU. In March 2003, the company received its money and reversed the above entry. 
However, no adjustment was made to the surveillance report bad debt expense or uncollectibles. 

OPINION: If the company is going to make one adjustment to the surveillance report for out 
of period items, then all out of period items should be adjusted. For surveillance report purposes 
the following entry should be made, 

Account 1440, Provision for 
Uncollectibles 

Account 904, Bad Debt Expense 

Debit Credit 

$160,488.32 

$160,4 88.32 
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AUDIT DISCLOSURE 4 

SUBJECT: EXPENSES FOR 2002 NOT ACCRUED 

STATEMENT OF FACTS: A review of the outside auditor’s working papers revealed that 
the company did not accrue 2002 expenses for its actuarial consultant. The company booked 
these in January 2003. The invoice for this expense was from AON Consulting in the amount of 
$19,483. This was allocated to all divisions based upon the gross profit of each division. 
$6,624.22 was allocated to the West Palm Beach division and $3,117.28 allocated to the Central 
Florida division, a total of $9,741 S O .  

I 

OPINION: Since these charges were for 2002 services, they should be part of 2002 expenses. 
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AUDIT DISCLOSURE ,5 

SUBJECT: WORKING CAPITAL ITEMS 

STATEMENT OF FACTS: 

Unused Portion of Construction Bond Proceeds: Included in the company’s working capital in 
the surveillance report is the unused portion of the proceeds fiom its construction bond issued in 
November 2001. The amount allocated to the gas division is $2,814,842 for year end and 
$2,82 1,98 1 for the 1 3 -month average. The company earns interest on the unused portion of the 
proceeds. 

The interest income fiom the unused portion allocated to the gas division of $93,258 is booked 
as a credit to interest expense on long term debt. The expense account is used to calculate the 
effective interest rate. Reduction in expense means that the long term debt cost rate is reduced 
on the cost of capital schedule. 

The liability of the bond issue is included in cost of capital and allocated to the gas division on a 
pro rata basis. 

Cash: As done in previous rate cases and surveillance reports, the company included the lower 
of the13-month average or the five-year average cash in the bank. For the year ended 12/3 1/02 
the 13-month average was $71,463 and the five-year average was negative $(107,308). 



AUDIT DISCLOSURE 6 

SUBJECT: ADJUSTMENTS PROM THE NON-MONITORIED 
TRANSPORTATION CLAUSE AUDIT FOR 2002 

STATEMENT OF FACTS: The December 3 1,2002 audit report of the non-monitored 
transportation clause (Docket No. 030022-GU, AUS No. 03-050-4-1) disclosed that the company 
included revenue and expenditures that were covered under its tariff. An excerpt of two pages 
from that report is included following this disclosure. 

The company pIans to adjust the non-monitored transportation clause accounts to remove these 
items from the true up. This will be done in 2003 and impact the year end 2003 true-up. 

The disclosure shows that the revenues and expenses included were: 
15 months 12 months 
Ended 1/1/02 - 
1 213 1 /02 Administrative Charge revenues fiom Large 1 2/3 1 /02 

Volume monitored transportation and interruptible 
customers : ($29,808) ($24,246) 

Expenses for meter installation, maintenance 
and meter reading for Large Volume monitored 
transportation customers 6,7 17 5,48 1 

Pool Manager Service Revenues: ($ 8.900) [ 6,200) 

Net Revenue ($31,991) ($24,965) 

OPINION: If these revenues and expenses do not belong in the non-monitored transportation 
recovery clause, then they should be included with base rates with the surveillance report. 
Revenue in the surveillance report would have to be increased by $24,965 for the 12 months of 
2002. 
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AUDIT DISCLOSURE 7 

SUBJECT: ADJUSTmNTS FROM CONSERVATION CLAUSE 

STATEMENT OF FACTS: The December 3 1 , 2002 audit report of the conservation clause 
revenues and expenses pocket No. 030004-GU, AUS No. 03-037-4-2) disclosed that there were 
expenses for stationary and business cards that were not necessarily for conservation employees. 
The audit report indicated that the cost appeared to be office supply costs relating .to all 
divisions. The dollars related to gas conservation were $1,457.58. The company made an 
adjustment in 2003 removing these costs fi-om the conservation expense accounts. 

OPINION: If the costs are going to be removed from the conservation clause, they should be 
included in base rates. 
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AUDIT DISCLOSURE 8 

SUBJECT: CHARlTABLE CONTRIBUTIONS . 

STATEMENT OF FACTS: The company included the following charitable contributions 
in its advertising expense accounts which are included in the Sunreillance Report: ' 

Date ,, Vendor Description 

01 /02 Komen Race for the Cure Registration for employees 
12/02 Komen Race for the Cure Registration for employees 

03/02 2002 WPB WalkAmerica Sponsorship of county wide WalkAmerica T-shirts 

0 I /02 

Account 121.401 0.91 32 - Conservation Advertising 

Account 121.401 0.9134 - Community Affairs Advertising 

Account 121.4010.9135 - Community Affairs Advertising 
American Custom Enterprise T-shirts Race for the Cure 

Account 121.4010.9136 - Other Advertising 
-I a02 Moon fest Sponsorship - bannerdposters 

Total 

Amount 

310.00 
520.00 

3,360.00 

270.17 

500.00 

4,968.17 

Per Docket No. 030004-GU, AUS No. 03-037-4-2 for year ended 12/31/02, none of the 
above accounts are included in Conservation expense. 

Opinion: In Order No. 6465, Docket No. 9046-EU, the commission stated that since 
the sponsorships of community activities and organizations do not provide any tangible 
benefits to the ratepayers, the stockholders will assume the burden of financing any 
advertising that is related to community affairs. However, there are some activities which 
may be in the public interest and can be considered for ratemaking purposes if prior 
approval is obtained from the commission before making such expenditures. 

18 
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AUDIT DISCLOSURE 9 

SUBJECT: ADVERTISING EXPENSE 

A. STATEMENT OF FACT: The following advertising expenses were included in the 
Surveillance Report (see attached schedule). The total charged to natural gas was 
$8,728.15. 

Per Docket No. 030004-GU, AUS No. 03-037-4-2 for year ended 12/31/02, none of the 
above accounts are included in Conservation expense. 

OPINION: The above advertisements displayed the company's logo and Goodcents 
(conservation program) logo. In Order No. 6465 Docket No. 9046-EU, the commission 
stated "All companies engage in what is described as institutional advertising or 
practices ... Most, if not all of this advertising is merely designed to improve the image the 
utility in the eyes of the public. It has not been proven, in our judgment, that such programs 
reduce operating costs or tangible benefits to the customers". 

Also included in the advertising account were fees for attendance at community activities 
and organizations. In the same order as mentioned above, the commission stated that 
since the sponsorships of community activities and organizations do not provide any 
tangible benefits to the ratepayers, the stockholders will assume the burden of financing 
any advertising that is related to community affairs. However, there are some activities 
which may be in the public interest and can be considered for ratemaking purposes if prior 
approval is obtained from the commission before making such expenditures. 

Is. STATEMENT OF FACT: Included in accounts 123.4010.9136 and 123.4010.9132 
were co-op expenses with St. Joe / Arvida Home Building LP. The company stated 
that the co-op ads were designed to aid the promotion for sales of natural gas 
app tiances. This advertising expense was paid quarterly. 

Date Account No. Vendor Amount 

03/02 123.4010.9136 St. Joe / Arvida Home Building LP. 3,500.00 
06/02 . 123.401 0.91 36 St. Joe / Arvida Home Building LP. 3,500.00 
09/02 123.401 0.91 32 St. Joe / Awida Home Building LP. 3,500.00 
12/02 123.401 0.91 32 St. Joe / Arvida Home Building LP. 3,500.00 

Tota I 14,000.0O 

Per Docket No. 030004-GU, AUS No. 03-037-4-2 for year ended 12/31/02, none of the 
above accounts are included in Conservation expense. 

OPINION: 
rate pa ye rs. 

The Commission needs to determine if these expenses are beneficial to the 
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DISCLOSURE NO. 9 
ATTACHMENTS 
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U T I L I T I E S  
-A NEW LQOK FOR 

A TRUSTED FRIEND 
Over the years, you've come to know Florida Public Utilities as 

a trusted friend and reliable energy company. A company with 
smart ideas to help you conserve energy, improve the quality of your 

life, and protect your environment. Our new logo symbolizes the ongoing , 

evolution of Florida Public Utilities and our renewed commitment to you. I 

our trusted friend. Florida Public Utilities.. .Energy for Life. Visit www.fPuc.com 

I 

Propane A Natural Gas 

450 S. Hwy. 17-92 A DeBary, Florida 32713-9703 A Phenst 386.668.2600 A Faxr 386.668.2692 

I 
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' Young Curtis - 
From: 
Sent: 
To: 
Subject: 

Stepherson Leb 
Thursday, September 04,2003 1 I :55 AM 
Young Curtis 
EMBROIDERED SHIRTS 

Curtis, 

, The invoice with the largest amount was for the embroidered shirts for the employees, who worked in the Company's 
booth giving away promotional items and pitching natural gas as an alternative energy source. The Company's name was 
located near the chest area on the left side. The Good Cents logo (Conservation Program - a popular incentive program ) 
was located on the right sleeve. 
The smaller invoice is for shirts worn by marketing employees, who attended the South East Builder Conference (SEBC). 
FPU sponsored a hospitality booth and the participants wore theme shirts with the company's logo. 
The shirts helped promote our company, as well as extended the 'I branding" efforts of our company as a gas utilitiy 
company. We have invested modestly in "branding" (ie name recognition) in the marketplace. 
Hope this will help. 

Leb 



Ind iv idml  Achievement Awards 

Marketing, Design & Ewironmentally Friendly Awards 
n'w 2125 per eiitry 

3300'per entk for non-GCBA members 
I .  

,anfled Communitv - Single- Uutdoor  Living Area - 
Includes pools, water features, patios, 

gardens, and related unique features for 
sinale familv residences. 

ioduct docks, decks, gazebos, specialty 
i single product residences. For 
ample, a community of only 
wnhomes. 
necessary, each entry wivrli be 
ibdivided into a specific price range 
mr judging purposes as determined by 
le final enfries submitted. 

1 Check if Pre-Construction I 

3 68. Overall Community 
169. Architecture 
170. Land Planning 

'lamed Community - 
nu It i p 1 e Products 
Iixture of product types such as single 
m l y  detached, single family attached, 
iulti-family. commercial, etc. 
rke projects will be judged together 
ccording io price range (golf, wafer, 
ffofdable, traditional iieighborhood 
'eve lop" ,  e tc. ). 

If nlkcessa&, each en'try will be 
subdivided into a specific price range 
for judging purposes as determined by 
the final entries submitted. 
0 84. Outdoor Living Area 

Entryways 
If necessary, each entry will be 
subdivided info a specific price range 
for judging purposes as determrned by 
the final entries submifled. 

85. Building Entryway 
86. Community Entry 

Remodeling/Rehab/Conversion 
if necessa 
subdividexuto a specific price range 
lor judging purposes as determined by 
the final entries submitted. 
(7 87. Architecture 

each entry will be 

3 Check if Pre-Construction 
1 71. Overall Community 
1 7 2 .  Architecture 
173. Land Planning 

CI 88. Inkr ior  Design 
89. Landscape Architecture 

0 90. Master Suite 
0 91. Kitchen 
0 92. Bath 

;a les/Leasin CJ Cent e rs 
f necessary, each entry will be 
.libdivided into a specific square 
outage range for judging purposes ;IS 
letermined by the final entries 
ubmitied. 
3 74. Architeclure 
7 75. Interior Design and Display 
7 76. Landscape Architecture 

3 e c r e at i o n /A m e n it i e s/C I u b h o us e 
f necessary, each entry will be 
ubdivided into a specific price range 
br judging purposes as determined by 
he hnal entries submitted. 
7 77. Architecture 
2 78. Interior Design 
7 79. Land Planning 
7 80. Landscape Architecture 
7 81. Media Center 
7 82. Pool 
7 83. Concierge Services 
:heck only one of the following 
;ubcaTegories: 

0 For Sale 
CI Rental 
rJ Active Adult 

El 93. Home Theater 
El 94. Bonus Space (office, play, 

techlbram, loft, or other area) 
Check only one of the follo whg 
subcategories: 

r3 Single Family 
Multi-Family 

CI Commercial 
0 Restaurant 
12 Hotel 
CI Mixed Use 
CI Affordable 

Commercial 
If necessary, each enfry will be 
subdivided into a specific price range 
for judging purposes as determined by 
the final entries submrlled. 
0 95. Architecture 
0 96. Interior Design 
0 97. l a n d  Planning 
0 98. Landscape Architecture 
Check only one of the following 
subcategories: 

0 Retail (malls and shops) 
CI Off ice 
CI Industrial 
cz! Restaurant 
0 Hotel 
c1 Mixed Use 

Hurricane protect ion . 
Includes impact glass, anets, and 
shutters that meet locaphurricane code. 
If nemssa each entry will be 
subgivioje2nta a specific rice range 
fur judging urposes as &termined by 
the final enlies submitted. 
.fi 961 Hiwrirano Prniortinn 9 d n m  

Awards Gala. 
If necessary, each entry will be 
subdrvided into a specific square 
foofage raiige for judging purposes as 
defermrned by the final entries 
submitted. 
C l  100. Energy Efficient Home 

Florida Public Utilities Gas 
Advantage 
To become a part of the Florida Public 
Utilities Gas Advantage Program. 

0 103. Water Elticient Home 

Solar Energy 
The use of the latest technological 
advances in solar energy construction. 

. 0 104. Solar Energy Home 

0 106, Rookie Salesperson of the Year 
0 107. Builder Salesperson 01 the Year* 
0 108. AssociatelVendor 

Salesperson of the Year 
El 109. Sales Team of the Year 
0 110. Sales Manager of the Year 
0 111. Marketing Director of the 

Year (for Builder Member) 
0 112. Marketing Director of the 

CI 113. Realtop of the Year' 
0 114. Brokerage of the Year* 
c3 115. Mortgage Lender of the Year' 
El 116. Title Company Professiyal ,, 

of the Year' 

- Year (for Associate Member) 

a for New Home Sales 



--- --- 
Customer ID Customer PO 

Sales Rep ID Shipping Method 
1 001420-A 

Courier 

Payment Terms 
C.O.D. 

Due Date Ship Date 
2/20/02 

Invoice I 
Invoice Number: 

I 

022002D 
Ad Coast Builders Association 

,2101 Corporate Drive 
Boynton Beach, FL 3342-6 
USA Invoice Date: 

Page; 
Feb 20, 2002 

1 
Duplicate 

Sold To: ship to: 
Florida Public Utilities 
4.01 S. Dixie Hwy. 
West Palm Beach, FL 33401 
USA 

I 
I 

UnitPrice I Extension Description 
old Plus  Sponsorship Prism 02 

1 tem 
3,800. OC 3,800.00 

3,800.00 Subtotal 
Sales Tax 

Total Invoice Amount 
Payment Received 

TOTAL 

3,800.00 

Check No: 
3,8OO:OO 



/- 

c 



AUDIT DISCLOSURE I O  

SU8JECT: MISSING INVOICES FOR ADVERTISING EXPENSE 

STATEMENT OF FACT: The company could not locate the following invoices: 

Date Vendor Amount 

Account 121.401 0.91 32 Conservation Advertising 
12/01 Sunfest of W B  

Account 121.401 0.91 33 Safety Advertising 
11/01 E.W. Bullock Association 
11/01 E.W. Buttock Association 
07/02 E.W. Bullock Association 
06/02 E.W. Bullock Association 
1 1/02 E.W. Bullock Association 

Account 123.401 0.91 33 Safety Advertising 
11\01 E.W. Bullock Association 
12/01 E.W. Bullock Association 
09/02 E.W. 8ullock Association 

1,350.00 

12,660.64 
658.18 
448.00 
528.00 
489.61 

693.94 
1,537.70 

532.50 

Account 121.4010.91 34 Other lnfor Instruct. ConsIAdver 
I 1/01 E.W. Bullock Association 904.33 
1 1/01 E.W. Bullock Association 394.95 

Account 123.4010.9134 Other lnfor lnstru ConslAdver 
11/01 E.W. Bullock Association 8,663.29 

Total 28,861 . I4  

The company is in the process of obtaining duplicate invoices from its vendors and will 
submit them when available. 

Per Docket No. 030004-GU, AUS No. 03-037-4-2 for year ended 12/31/02, none of the 
above accounts are included in Conservation expense. 

OPINION: 
ratemaking purposes. 

Staff was unable to veriv whether these expenses were allowable for 

33 



EXHIBITS 

COMPANY SUBMITTED SURVEILLANCE REPORT FOR THE 
12 MONTHS ENDED 12/3 1/02 

34 



FLORIDA PUBLIC UTlUTlES COMPANY 
CONSOLIDATED GAS DIVISION 

EARNINGS SURVEILLANCE REPORT SUMMARY 
DECEMBER 2002 

SCHEDULE 1 

(1) 
ACTUAL 

PER BOOKS 

(2) .13) (4) (5) 
FPSC FPSC PRO FORMA PRO FORMA 

ADJUSTM FNTS , AOJUSTFQ ADJUSTMENTS A D J U S W  

I. AVERAGE RATE OF RElURN 
(JURIS DICTIONAL) 

NET OPERATlNG INCOME $3,549,871 69.659 53,619,530 SO $3.619.530 

AVERAGE RATE BASE $55,572,710 (6.675.946) H8,896764 3,337.012 552.233.n6 

7.40% 6.93% AVERAGE RATE OF RETURN 6 39% 

II. YEAR END RATE BASE 
(JURISDICTIONAL) $58,302,684 (3,743,779) Su,5OB,m5 . 3.413.179 557,922,084 

111. REQUIRED RATES OF RETURN 
AVERAGE CAPUAL STRUCTURE 
fFPSC ADJUSTED BASIS1 

LOW 6.01% 

MIDPOINT 7.07% 

HIGH f.31 Y 

RI. EARNED RETURN ON EQUITY 
(FPSC ADJUSTED BASIS] 

A INCLUDING 
F L U  RATE REVENUES 12.75% 

8. EXCLUDING 
12.75% FLEX RATE REVENUES 

I am awure mal Section 837.06. Florida Stalulea, providea: 

Whoever knuwingb makes a felre statement in writing with the inlenl to mislead a public servant 
in h e  performance of his official duty shall be guifty a! a misdemeanor of !he second dspree. 

punishable as provlded h 1. 775.0P. a. 775.083, ora. 775.084. 

(Oats) 
Cheryl Martin, Controller 

(Name 8 Tiik) 

3/14/2003 



FLORIDA PUBLIC unLtnEs COMPANY 
CONSOLIDATED GAS DMSIONS 

AVERAGE RATE OF M U R N  
RATE BASE 

DECEMBER 2002 

SCHEDULE 2 
PAGE 1 OF 2 

(2) (3) (4) (5) (6) m (8) . 

CONSTRUCTION 
(1) 

ACCUMULATED NET 
PLANT IN DEPRECIATION & PLANT IN PROPERTY HELD WORK IN NET WORKING TOTAL 
SERVICE AMORTIZATION' SERVICE FOR FUTURE USE PROGRESS UTILITY PIANT CAPITAL RATE BASE 

FER BOOKS $71,728,203 $26,456,620 $15,272,574 S7,776.989 $53,049,563 52,523,147 t55,572.710 

FPSC ADJUSTMENTS; 

NONUTlLllY P I A M  (839,W8) (459,306) (380,WO) 
LAKE WORTH GEN. CONST. PROJECT 
SFNG AC6UStTION GOOD Wilt (3,337,012) (3,337.012) 

(380,600) 
(2,058,334) (2,858,334) 

(3,337,012) 

(380,600) 
(2,958,334) 
(3,337,012) 

TOTAL FPSC ADJUSTMENTS (4,176,920) (459,308) (3,717,612) (2,958,334) (6,675,M) (6,675,946) 

67,552,283 25,8B7,321 41,554,962 4,818.655 46,373.6 1 7 2,523,147 48,896,764 FPSCADJUSTEO 

FLEX RATE REVENUES 
ADJUSTED FOR 
FLEX RATER€&NUES 67,552,203 25,897,321 41,554,962 4,818,655 46,373,617 2,523,147 48,896,764 

PRO FORMA REVENUE INCREASE AND 
ANNUALILATION ADJUSTMENTS: 

SF NG ACQUSlTlON GOOD WLL 3,337.012 

TOTAL PRO FORMA ADJUSTMENTS 3,337.01 2 3,337,012 * 3,337,012 3,337,012 

3,337,012 3.337.012 3,337.01 2 

PRO FORMA ADJUSTED 570,889,295 $25,997,321 144,891,974 $4.8 1 8,655 $49,7 1 0,629 $2,523,147 $52,233,776 

'INCLUDES CUSTOMER ADVANCES FOR CONSTRUCTION 



FLORIDA PUBUC ununEs COMPANY 
CONSOLIDATED GAS DIVISIONS 

AVERAGE RATE OF RETURN 
INCOME STATEMENT 

DECEMBER 2002 

SCHEbULE 2 
PAGE 2 OF 2 

17) (81 (8) - (10) (1 1) 
TOTAL NET 

(1 1 (2) (3) (4 (51 (6) 
DEFERRED INVESTMENT 0 b M  

OPERATING GAS 0 & M DEPRECIATION & TAXES OTHER INCOME TAXES INCOME TAXES TAX CREDIT GAlNROSS OPERATlNG OPERATING 
JXVENUES OlPENSE OTHER AM" TION JHANI NCOMF CURRFNT f!EQ QNDtS POSITION EX PENSES INCOME 

PER BOOKS $40.139.640 $17,004.480 513,054,809 $2,402,415 $3,386.693 $801,090 (517.085) (~42.0111 $36,588,769 $3,549,871 

FPSC ADJUSTMENTS; (46,605) 48,605 
GENERAL LfABlLlTY INSURANCE ADJ. (78,2501 29.445 

(MI.=) 433.501 (16.651.842) 7?8,508 FUEL COST RECOVERIES (f5.933.334) tl7,ooll.W 
FUEL OVERJUNDER RECOVERIES (1,126.628) (424.025) (424.025) (702.803) 
CONSERVATlOFMtNBUNDLlNG RECOVERIE (2.=,887) (2,293,054) (1 0.3119) (487) (2,XQ659) (804 
INT. 6 INC. TAX SYNCHRONIZATION 54.885 54,885 (54.885) 
NONIJTILITY DEPRECMTION EXPENSE 
ENVIRONMENTAL AMORTIZATION ADJ 

AEP (267.860) (266.225) (1.435) (267.660) 
PRIOR PERIOD ADJUSTMEM UNCOUCTIBLES 7.470 (2.81 1) 4.659 (4.659) 
ACCRUED AP EXPENSES SIB 2002 -> 2,352 (885) 1.467 { 1,467) 
TOTAL FPSC ADJUSTMENTS (10.632.489) (17,004,480) (2.587.553) (137,526) f82,636) 130.027 (1 9,702.1 48) 69,659 

FPSC ADJUSTED 20,507,151 10,457,250 2.264,888 3,294,357 931.125 (17.985) (42.01 1) 16.887.621 3,618,530 

FLEX RATE REVENUES 
ADJUSTED FOR 

(37,526) 14.121 (23,405) 23.405 
(1oo.W) 37.630 (62,370) 62,370 

RIGHT OF WAY EXPENSE 30,154 (1 1,347) m.eo7 (18,807) 

FLEX RATE REVENUES 20,507,?51 10,457,256 2,264,889 3,284,357 931,125 117.885) (42.011) 16,a~7.621 3,619,530 

ANNUALlZATlON ADJUSTME NTS; 
PRO FORMA REVENUE INCREASE AND 

TOTAL PRO FORMA ADJUSTMENTS 

f16.887.621 53.619 530 I 110.4S7.256 $2.264,889 $3,294,357 $931,125 ( 517.00s ) ( $42.011 ) , PRO FORMA ADJUSTED $20.507 151 

PER BOOKS 
CURRENT MONTH AMOUNT $5,056,759 52,597,861 51.5f2.874 5236,220 $358,770 I561.102) $87,365 (52.872) $4.728.116 5327.643 



PER BOOKS 

FPSC ADJUS TMENTS; 

FLORIDA PUBLIC UTILITIES COMPANY 
CONSOLIDATED GAS DIVISIONS 

YEAR END RATE OF RETURN 
RATE BASE 

DECEMBER ZOO2 

SCHEDULE 3 

(2) (3) (4) (5) (6) 17) (4 
NET CONSTRUCTION 

(1) 
ACCUMULATED 

PLANT IN DEPRECIATION & PLANT IN PROPERTY HELO WORK IN NET WORKING TOTAL 
SEWz SERVJCE FoRF UTURFUSf p ROGRESS jJTlLiTY PLANT CAPIT4 PMoRTJaTloN FATE BASE 

527,068,698 $53,260,846 $2.461.214 $55,722,060 $2,580,624 $58.302.684 $80,329,544 

NONUTlLllY PIANT (839,908) (459,308) (asa,soo) 
LAKE WORTH GENERATION PROJECT 
SFNG ACQUSITION GOOD WILL (3.413.1 79) (3,4 13.179) 

(380,600) 
0 0 

(3.41 3,179) 

(380,600) 
0 

(3,413,179) 

[3.?83.779) TOTAL FPSC ADJUSTMENTS (4,253,007) (45S,308) (3,793,779) 0 (3,793,770) 

E26,6bB,390 548,467,067 s2,*1,214 s51,~28,2ai $2,580,624 $54,500,805 FPSC ADJUSTED $76,076,457 

PRO FORMA REVENUE INCREASE AND 
ANNUAJJZATION AD JUSTMFNTS; 

SFNG ACQUSITION GOOD WILL 3,413,178 3,418,178 3,413,179 3,413,179 

TOTAL PRO FORMA ADJUSTMENTS 3,413.179 3,4 13.179 3,413.17B 3.41 3.179 

PRO FORMA ADJUSTED ~70,4a9,636 $26,609,380 $52,880,246 $2,461,234 $55,341,460 $2,580,624 $57,922,064 

'INCLUDES CUSTOMER ADVANCES FOR CONSTRUCTION 

3/14/2003 



. 

FLORIDA PUBUC WutlES COMPANY 
CONSOLIDATED GAS DMSIONS 

CAPITAL STRUCTURE 
FPSC AWUSTED BAsls 

DEcEMBERaw2 

SCHEDULE 4 

KmkGE 

LONG 7kW DEBT 

SHORT TERM DEBT 

PREFERRED STOCK 

CUSTOMER DEPOSITS 

COMMON EQUITY 

DEFERRED INCOME TAXES 

TAX CREDITS-SERO COST 

TAl<CREDITS-WEIGHTED COST 

TOTAL 

X€&mu 
LONG TERM DEBT 

SHORT TERM DEBT 

PREFERRED STOCK 

CUSTOMER DEPOSITS 

COMMON E P W  

DEFERRED INCOME TAM3 

TAX CREDITS-ZERO COST 

TAX CREDITS-WEIGHTED COST 

TOTAL 

S?4,166,350 Sa4,788 SZ4;nS,139 (3,516,235) #1,24D,m 43.48 7.97 3.46 7.07 3.46 7.97 3.46 

7,845,798 lP,31B 7,830,116 (1,115,551) 6,72295 13.75 205 0.20 205 0.28 2.05 0.28 

m,= 4,690 295,512 (42058) WIM 0.52 4.75 0.N 4.75 0.02 4.75 0.02 

3,143,842 91"8,842 3,148,042 6.44 6.81 0.44 6.81 0.44 6.01 . 0.44 

14.603,7M (m.786) 13,996,970 ( l . e l a )  tZaorl,8E8 24.55 10.40 2.55 11.40 280 12.40 3.04 

5,117,aJl 5,117,031 5.117.031 10.46 

696 698 696 

389,4115 =,a 399,405 0.82 7.68 0.06 7.98 0.07 820 0.07 

tss.572rro S55.572.710 1S6.675.9461 t4B,B36.764 1w.m 6.61 7.07 7.31 

ARIUSTMENTG --IILEtFePILSWEIGHED 
SYSTEM ADJUSTMENT RETAIL ADJUSTED RATIO COSTRATE COST COSTRATE COST COSTRATE COST 

e E u Q Q l s ~ ~  K E E Q B K 4 l P E C l F l C R E T A l L  w m El w M M uu 
S24501.m 855.428 $25,155.357 (l,Q34,069) u3P1,28% 42-60 7.97 3.40 7.97 3.40 7.97 3.40 

B,384,76B 246.965 9,631.731 (740,546) 4091.185 16.31 1.69 0.28 1.89 0.28 1.68 0.20 

295,738 5.145 W.M3 (23,142) 277.741 0.w 4.75 0.02 4.75 0.02 4.75 0.02 

3,443,938 3,443.939 3.443.- 6.32 6.71 0.42 6.71 0.42 6.71 0.42 

15,107,305 (805,538) 1431,767 (1,096,M) 13,105,745 24.04 la40 2 5 0  lt.40 2.74 1240 2.98 

s , m =  . 5.189.66e 5,189,660 9.52 

232 232 232 

370.107 379,107 379.107 0.70 
I .  

$50.302.684 558.302.684 ($3.783.7791 s!3.508.905 1miiij 

7.42 005 7 71 0.05 8.00 0.06 

6.67 6.9t 7.16 



FLORIDA PUBLIC UTILITIES COMPANY 
CONSOLIDATED GAS DIVISlONS 

FPSC ADJUSTED BASIS 
DECEMBER 2002 

EARNED RETURN ON C O M M ~ N  EQUITY 

A. FPSC ADJUSTED AVERAGE JURISDICTIONAL RFTURN ON 
COMMON EQUITY tNCLUDlNG FLEX RATE RWENUES 

FPSC ADJUSTED AVERAGE EARNED M T E  OF RETURN 

LESS: RECONCILED AVERAGE JURISDICTIONAL 
WEIGHTED COST RATES FOR: 

LONG TERM DEBT 
SHORT TERM DEBT 
PREFERRED STOCK 
CUSTOMER DEPOSITS 
TAX CREDITS - WEIGHTED COST (MIDPOINT) 

SUBTOTAL 

TOTAL 

DlVlDED BY RECONCILED COMMON EQUITY RATIO 

JURlSOlCTlONAL RETURN ON COMMON EQUITY 

B. FPSC AOJUSTED AVERAGE JURISDICTiONAt RETURN ON 
COMMON EQUITY EXCLUDING FLEX RATE REVENUES 

NET OPERATING REVENUE EXCLUDING FLEX RATE REVENUES 

RATE BASE EXCLUDING FLEX RATE REVENUES 

FPSC ADJUSTED AVERAGE EARNED RATE OF RETURN 

LESS: RECONCILED AVERAGE JURISDICTIONAL 
WEIGHTED COST RATES FOR: 

LONG TERM'DEBT 
SHORT TERM DEBT 
PREFERRED STOCK 
CUSTOMER DEPOSITS 
TAX CREDITS -WEIGHTED COST (MIDPOINT) 

SUBTOTAL 

TOTAL 

DIVtDED BY RECONCILED COMMON EQUITY WTIO 

JURISDICTIONAL RETURN ON COMMON EQUITY 

* 

SCHEDULE5 , 

7.40 

(3.46) 
(0.28) 
(0.02) ' 

(0.44) 
(0.07) 

(4.27) 

3.13 

0.2455 

12.75 

$3,619,530 

$48,896,764 

7.40 

(3.46) 

(0.02) 
(0.44) 

(0.28) 

(0.07) 

(4.27) 

3.13 

0.2455 

12.75 

311412ClO3 


