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Diamond Williams 

From: Keating, Beth [BKeating@gunster.com] 
Sent: Friday, September 02, 201 1 12:25 PM 
To: Filings@psc.state.fl. us 
cc: 'CHRISTENSEN.PATTY'; Keino Young; 'VANDIVER.DENISE'; Martin Cheryl 
Subject: Docket No. 1 101 33-GU 
Attachments: 201 10902121440053.pdf 
Attached for electronic filing, please find Florida Public Utilities Company's Response to Commission 
Staffs Audit No. 1 1 - 129-4- 1 in the referenced Docket. Please do not hesitate to contact me if you have 
any questions. 

Beth Keating - 
bkeating@,gunster.com 
Direct Line: (850) 521-1706 

a. Person responsible for this electronic filing: 

Beth Keating 
Gunster, Yoakley & Stewart. P.A. 
215 S. Monroe St., Suite 601 
Tallahassee, FL 32301 
bkeating;O,gunster.com 
Direct Line: (850) 521-1706 

b. Docket No. 110133-GU: Petition for approval of acquisition adjustment and recovery of regulatory 
assets, and request for consolidation of regulatory filings and records of Florida Public Utilities Company 
and Florida Division of Chesapeake Utilities Corporation. 

c. On behalf of: Florida Public Utilities Company 

d. There are a total of 20 pages. 

e. Description: FPUC's Response to Audit Control No. 1 1 - 129-4- 1 

Beth Keating I Attorney 
Governmental Affairs 
21 5 S. Monroe Street, Suite 601 
Tallahassee, FL 32301 
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Tax Advice Disclosure: To ensure compliance with requirements imposed by the IRS 
under Circular 230, we inform you that any U.S. federal tax advice contained in this 
communication (including any attachments), unless otherwise specifically stated, was 
not intended or written to be used, and cannot be used, for the purpose of (1) avoiding 
penalties under the Internal Revenue Code or (2) promoting, marketing or 
recommending to another party any matters addressed herein. Click the following 
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hyperlink to view the complete Gunster IRS Disclosure & Confidentiality note. 

h ttp://www. guns ter.com/terms-of-use/ 
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G U N S T E R  
FLORIDA’S LAW FIRM FOR BUSINESS 

Writer’s Direct Dial Number: (850) 521 -1706 
Writer’s E-Mail Address: bkeating@gunster.com 

September 2,201 1 

BY ELECTRONIC FILING: FILINGS @ PSC.STATE.FL.US 

Ms. Ann Cole 
Commission Clerk 
Florida Public Service Commission 
2540 Shumard Oak Boulevard 

. Tallahassee, FL 32399-0850 

Re: Docket No, 110133-GU: Petition for approval of acquisition adjustment and recovery of 
regulatory assets, and request for consolidation of regulatory filings and records of 
Florida Public Utilities Company and Florida Division of Chesapeake Utilities 
Corporation. 

Dear Ms. Cole: 

Enclosed for electronic filing, please find the Response of Florida Public Utilities Company to 
the Commission Staffs Audit in this proceeding (Audit Control No. 11-129-4-1). 

Thank you for your assistance with this filing. If you have any questions or concerns, please do 
not hesitate to contact me. 

cc:/ Docket Certificate List 

Sincerely, 

Beth Keatinb 
Gunster, Yoakley & 
215 South Monroe St., Suite 601 
Tallahassee, FL 32301 
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Florida Public Utilities Company‘s responses to the Auditor Report 
Earnings Surveillance Report, 12 months ending December 31,2010 
Docket No. 110133CU 

Florida Public Utilities Company (“FPUC” or the “Company”) has received and reviewed the final 
Auditor‘s Report in Docket No. 110133-GU and has several comments in response to the findings 
included in that report. By way of 
background, in 2009, the Florida Public Service Commission ordered Chesapeake Utilities Corporation 
(“Chesapeake”) and FPUC to make a come-back filing within eighteen months of the closing of the 
transaction. During that first eighteen months, Chesapeake and FPUC were integrating the operations 
of the two companies as quickly as possible and converting many of the systems and processes, 
including the general ledger system. As always, systems conversions create some challenges. These 
include changes in processes, charts of accounts and accordingly, create process and knowledge gaps. 
These changes and gaps impacted the preparation of the filing and FPUC’s responsiveness to the 
questions posed during the audit. in turn, this complicated the audit for the Staf f  and impacted the 
findings. 

The Company, during the summer of 2010, converted i t s  accounting system from the FPUC accounting 
system to the Chesapeake Utilities Corporation (“CUC”) accounting system. Effective August 1, 2010, all 
transactions for FPUC were recorded on the CUC accounting system and the FPUC accounting system 
was discontinued. As part of the movement to CUC’s accounting system, al l  2010 accounting records 
that were originally recorded on the FPUC accounting system, through July 2010, were converted to 
CUC’s accounting system. The CUC accounting system is  the same system that has been used by the 
Florida Division of Chesapeake Utilities Corporation (”Florida Division”). 

The Company appreciates Staff‘s efforts during the audit. 

The conversion of FPUC‘s historic accounting records required the conversion of account numbers since 
CUC‘s accounting system has a different account code structure than the one maintained in FPUC’s 
accounting system. While both CUC and FPUC maintained their respective general ledgers and 
accounting systems to  comply with FERC and Commission requirements, the conversion resulted in the 
reclassification of certain FPUC accounts, primarily within the balance sheet, to standardize the 
differences between the two companies. The accounting records pre and post conversions are both 
accurate and consistent in total as these changes involved only the classification within the account 
code structure. The Company believes that this has resulted in, as is described in the Audit Report, 
differences between the ESR filed data and the Company’s official books and records. Although these 
are described as “errors”, they are, in fact, simply reclassifications between the preliminary data used to 
prepare the ESR and the final accounting records of the Company. Most of the proposed adjustments in 
the audit report provide appropriate corrections to  the surveillance report for these reclassifications 
with the exception of those noted below under the “Finding” headings. 
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In addition, the conversion to CUC’s accounting system changed the location of certain FPUC Common 
balances to comply with CUC’s internal reporting requirements. Prior to the conversion in August 2010, 
many of the balance sheet accounts were recorded in the FPUC Common ledger and for surveillance 
reporting and rate proceeding purposes, allocated to different FPUC business units outside of the 
accounting system: After the conversion to CUC’s accounting system, these accounts were reclassified 
from the FPUC Common ledger to the appropriate business unit ledger, with activities recorded in the 
specific business unit ledger. The audit for this ESR was more difficult than normal due to the change in 
accounting systems described above, and the change in how some common balance sheet accounts 
were recorded. Most of the disputed items between the Company and the audit report relate to 
account number use pre and post conversion and the corresponding allocations for surveillance report 
purposes. 

The ESR must be filed using the Surveillance Report Rule, Rule 25-7.1352, F.A.C., which requires 
Surveillance Report filings to  conform with Commission Form PSC/ECR 013-G (12/03), which is 
incorporated by reference into the rule. The form instructs the Company to reflect Commission policies, 
practices, and adjustments made in the Utility‘s most recent rate proceeding. This includes the 
adjustments made by the utility that were not in dispute, but were accepted by the Commission without 
direct reference in the order. 

The Company has prepared support and explanations for the items that the Company is not in 
agreement with by finding number and category. 

Finding 1-Rate Base 

In general, the Company agrees with the s t a f f s  proposed adjustments to net plant since the Company’s 
updated figures agree to  this revised amount; however, there are several items proposed within 
working capital that are not accurate and the Company has detailed those items below under the 
appropriate subject category. 

Working Capital 

Cash 
CUC manages cash balances of al l  of i ts  subsidiaries, including FPUC, by periodically transferring all 
excess cash into CUC’s cash accounts, The FPUC cash disbursements account is a zero-balance account 
and is funded by CUC only when the disbursement items, such as checks and wire transfers, are 
presented to and cleared by the bank. As such, the book balance of the FPUC cash disbursements 
account is typically a negative amount, which represents the outstanding disbursement items. These 
items have already been recorded in the general ledger but have not yet been funded by CUC. This 
negative cash balance unfairly penalizes FPUC‘s working capital as it is created solely due to the 
difference in timing of recording the cash disbursements in the general ledger and transferring cash into 
FPUC‘s bank account from CUC’s central account. 
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A portion of CUC’s cash that represents the future transfer of cash to cover FPUC’s outstanding 
disbursement items should be allocated to FPUC. This treatment is consistent with the previous rate 
proceeding methodology calculation of cash. Previously this portion of cash would have been held at 
the FPUC parent level or Common level. 

In late 2010, depository transfers into CUC‘s cash account were recorded out of FPUC’s Common 
Depository Account, without the corresponding cash receipts journal entry. An adjustment is necessary 
to FPUC’s Common Depository Account to reflect a timing difference that existed between cash deposits 
and cash transfers in this account. A portion of CUC’s cash that represents outstanding depositoty items 
should be allocated to FPUC. 

We have provided (Exhibit 1) which details the adjustment to  the disbursements account, the 
adjustment to the  depository account and the net adjustment to the auditor’s cash amount. The Staff 
Adjusted year-end cash and working capital for the FPUC Natural Gas business unit should be increased 
by $1,659,745 for these negative cash adjustments. The Staff Adjusted 13-month average cash and 
working capital for the FPUC Natural Gas business unit should be increased by $1,777,112 for these 
adjustments. The 13 month average cash should be $693,317, and the year-end cash should be 
$403,529. 

Environmental Accounts 
There are four accounts related to environmental reserves on FPUC’s balance sheet. See (Exhibit 26) for 
a detail of those accounts and amounts as they relate to  this audit finding. 

Regutaton/ Asset-Environmental Proceeds to be Recovered from Customers 

Deferred Enviro’nmental Liability- Insurance Proceeds (Excluded from Working Capital) 

Deferred Environmental Liability- Actual Costs, net of Customer Proceeds 

Deferred Environmental Liability -Proceeds to be Recovered from Customers 

The Company has included a spreadsheet (Exhibit 28) which reflects the four accounts along with the 
corresponding old account numbers, new account numbers, and amounts for both the year end and 13 
month average. (Exhibit 28)  details which accounts should be included in working capital and which 
accounts should be excluded from working capital. The Audit Report finding inadvertently included the 
Deferred Environmental liability related to the insurance proceeds in working capital (Old Account 
2530.3 and new accounts FN2810.2530 and FC2810.2530). 

, 

The Company has also included (Exhibit 2A) that shows this account was excluded from working capital 
in our last rate proceeding. The accounts circled on the MFR filed document represent the accounts 
that are included in working capital related to environmental reserves. There are no adjustments by the 
FPSC in the final order related to  working capital for these accounts. Accordingly, the environmental 
accounts included in our MFR’s are the same ones authorized to be included in working capital in the 
final order from the rate case. 
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Accordingly, it is required by Commission rules that our ESR reflects the same environmental accounts 
included in working capital as our most recent rate proceeding. The account that represents the 
Environmental Liability funded by insurance proceeds must therefore be excluded from working capital 
on the ESR. 

The Staff adjusted year end rate base or working capital should be increased by $5,611,069. The Staf f  
Adjusted 13 month average working capital or rate base should be increased by $5,611,069. Total net 
Environmental Accounts in Working Capital for the 13 month average should be $145,340, and for 
yearend should be $196,381. 

Accounts Payable 
A substantial portion of the Company's accounts payable balance is derived from the fuel bills. The 
Company has identified specific suppliers for each energy source (natural gas, electric fuel, propane), 
which facilitate the assignment of costs to the appropriate utility. 

Under the old accounting system, prior to  August 2010, the fuel bills were not recorded directly to  the 
business unit. For surveillance reporting and rate proceedings, the AP held a t  the FPUC Common level 
was allocated to the Utility in two parts. The fuel bill portion is directly assigned to the utility and then 
subtracted from the AP FPUC Common amount. The remaining balance of AP FPUC Common is then 
allocated on gross profit to the utility. 

Under the new accounting system, the fuel bills are now recorded directly to the business unit, and the 
remaining AP held at the FPUC Common level is  allocated to  the business units. 

When the auditor performed the calculation of the Company's Natural Gas Accounts Payable, the 
adjusted gross profit allocation was applied to the AP FPUC Common balance for al l  thirteen months. 
The Accounts Payable should have been computed in two separate computations for the period before 
and after the accounting system conversion. The auditor's computation of the natural gas Accounts 
Payable does not account for the fuel bill portion of the Accounts Payable held a t  the FPUC Common 
level prior to the accounting system conversion on August 1, 2010. The audit adjustment applied the 
gross profit percentage to the FPUC Common Accounts Payable balance for a l l  13 months. This 
proposed audit adjustment is  not consistent with our last rate proceeding. 

See (Exhibit 3A) for the appropriate computation of the Accounts Payable for the 13 months ending 
December 31, 2010 that should be included in working capital. For informational purposes, the 
Company has included a schedule that shows the computation of the Accounts Payable included in the 
Audit Report shown in (Exhibit 36). The Company has also included all applicable Accounts Payable 
balances from the general ledger as (Exhibit 3C). 
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The method used on (Exhibit 3A) was used in the most recent rate proceeding and should be used for 
surveillance reporting. MFR schedule, G-l(3) B-13 page 3 of 28, also filed in this response as part of 
(Exhibit 2A), shows the allocation of Accounts Payable in FPUC's las t  rate proceeding 

See (Exhibits 3A, 38 and 3C) for a detail of the Accounts Payable per Company, the Accounts Payable 
per Audit Report, and Accounts Payable Accounts to support the adjustment proposed, and t o  show the 
appropriate computation of accounts payable that is consistent with our most recent rate proceeding 
com pu t a t  io n. 

By applying the appropriate accounts payable allocation, the Staff Adjusted 13-month average working 
capital or rate base should be increased by $1,487,290, The Sta f f  Adjusted year-end working capital or 
rate base would not change for this item, Accounts payable included in Working Capital for the 13 
month average should be a credit of $3,806,135 and for yearend should be a credit of $5,587,256. See 
(Exhibit 3A) for details supporting the Accounts Payable adjustment and amount included in working 
capital. 

Miscellaneous Deferred Debits-Preliminary Natural Gas Survey 
In the Working Capital Assets of the Auditor Report, the auditor identified a series of accounts that were 
included after staff reviewed the trial balance. Among these was account 1970-1832 - Preliminary 
Natural Gas Survey & Investigation. The report reflects that this account had a 13-month average 
balance of $2,448. The calculation of the $2,448 is, however, apparently based on the single month's 
balance of $31,818 for December 2010 on the Company's Natural Gas Business Unit trial balance. That 
balance was transferred from the FPU - Common Company where the account has had activity since 
March 2010. As such, consistent with the Company's filing, the correct 13-month average balance for 
account 1970-1832 is actually $21,621. The two accounts are the same; however, prior to December 
2010, they were being recorded in the FPUC Common account. This same balance was transferred post 
conversion in December 2010 to the Business Unit account. 

The Staff Adjusted 13-month average working capital should be increased by $19,173. The Deferred 
Debit-Preliminary Natural Gas survey for the 13  month average should be $21,621 and the year end 
should be $31,818. See (Exhibit 4) for details supporting this calculation. 

Finding 8 - CUC's Capital Structure Components 

In general, the auditor findings related to the cost of  capital structure are correct. However, the 
auditor's Cost of Capital and Rate Base should be adjusted by the effects of the Finding 1 adjustments to 
working capital proposed by the Company and Short term debt should be replaced by a portion of the 
Long term debt commitment and applicable cost rate. 

The finding 1 adjustments to working capital increases rate base by $8,894,644. The appropriate 13 
Month Average Rate Base should be $68,937,359 for the period ending December 31,2010. 
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(Exhibit SA) shows the impact to both the Cost of Capital Components and Weighted Cost Rates for the 
Working Capital Adjustments. The Staf f  Adjusted 13 Month overall Weighted Average Cost of Capital for 
just the impact of the change in working capital should be increased by .19% for a total overall Cost of 
Capital of 7.42%. 

In addition, the Company believes that the reclassification of short term debt to long term debt should 
not be treated as a Proforma Adjustment, but rather should be treated as additional long term debt for 
surveillance purposes. In January 2010 CUC retired two of FPUC’s mortgage bonds and temporarily 
refinanced with short term debt. CUC entered into a firm long-term debt commitment for $29,000,000 
and was obligated to refinance this debt. (Exhibit 5A) shows the impact of this adjustment on the 
overall Weighted Cost of Capital. (Exhibit 56) shows the computation of the appropriate cost rate for 
the new long-term debt obligation. 

The Staf f  Adjusted 13 Month overall Weighted Average Cost of Capital should be increased by..43% for a 
total overall Cost of Capital of 7.66%. This reflects both the change in working capital and the 
reclassification of a portion of short-term debt to long term debt. 

Finding 9 - Expense Sample Scope Limitation 

The Company can provide the necessary information to audit the initial charges, and the allocation of 
such charges to each business unit’s accounting records. The Company can also provide explanations of 
the allocation methodology, and the application of each allocation. Due to  the payroll system 
conversion in January 2010 and accounting system conversion in August 2010, the information and 
process supporting the allocations has changed; however, in general, the allocation methodology for the 
Company did not change. The FPUC allocation process is consistent with the Florida Division of 
Chesapeake Utilities Corporation‘s methodology. 
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FPU Parent Company 
Balmnee Shed h c t s  Only - Natural Acct t Activity Code 

Docember 31,201 0 
YTD S U - ~  lrlal - NO 1~MwtiON 

Extlibk 1 

FPUC responses to Auditws Repon 
Docket Nc. 110133-GU 

CASH Balances s b w  as debit (credit) 

Old h u n t  December January Felru;tly March April May June Juiy August September Odober November bC9mber n-month 
2010 201 0 201 0 2010 Average Per audk Accountnumber Number 2009 2010 2010 2010 2010 2010 2010 2010 2010 

Depositmy k u w d  - Cash $00 1310.73 FC 1140.1310 2,658,120 4,291,120 2,307,211 2,231,012 1,358,549 1,490,492 1,060,616 535.566 (586.549) (6,193,839) (1,728.906) (5,880,546) 746.776 176.117 

General Disbursements -Cash 100 1310.14 FC.1110.1312 (252,139) (352,801) (ssS,soS) (885.713) (549,747) (1.791.876) (5,307.120) (4,201.153) (4,642,480) (6.768.955) (3.073.102) (2.183.146) 

Cumulative balance 2,658,120 4.291.120 2,055,072 1.878211 602,739 m.780 510,869 (1,256,310) (5.8m.m~) (10,395,092) (6,371,386) (12,849,501) (2,326,328) (2,m7,OW 

Ndurai Gas Albc @ 54% 1,435,385 2,317205 1,109,739 1,014,234 433,479 326.581 275,869 (678,407) (3,162,581) (5,613.350) (3,440,548) (6,830,731) (1,256,216) (lr083,795) 

Accorrnt December January February March April May JM JUY August September odober November December 13-month 
2010 2010 2010 2010 meage 

ad 
Per Companv: Acccwdnumber Number 2009 20'10 2010 2010 2010 2010 2010 2010 2010 
DeposnoryAccowrt-Cash 1W.1310 13 FC.1140.1310 2,658,120 4,291,120 2.30721 1 2,231,012 1,358,549 1,490,492 1,060,616 535.566 (586.549) (6.193.939) (1,728,906) (5,MO.a) 7 w 6  176.1 17 

General DLsbmmWUS - Cash 100.1310 14 

100.1350.10 

Adjustment for Outstanding Chscks 100.1310.14 

Adjustment for Outstanding Deposits 100.1310.13 

Petty Cash - Petty Cash 

Cumubbve balance 

Natural Gas ANOC g 5 4 X  

Adjustment to Wwking CapW Increase (Decrease) 

FC.1110 1312 (252.139) (352.801) (taj.809) (885.713) (549,747) (1 ,mi.a76) (5,307,120) (4,201,153) (4.~2.480) (6,768.955) (3,073,102) (2,183,148) 

500 500 500 500 885 FC.11701350 500 500 3,000 3.000 500 500 500 so0 500 

CU.1120 1310 252,139 352,801 %,a09 885,713 549,747 i.ni.876 5,307,120 4,201.1s 4,642,480 6,788,955 3,073,102 2,183,146 

586.549 8,193,939 1,728,9& 5,880,548 1,106,978 

5M) 500 747,276 1,283,920 

270 270 270 270 463,529 693,317 

CU.1140.1310 

2,658,620 4,291,620 2.310.211 2,234,012 1,359,049 1,490,992 1,061,116 538,068 500 500 

1,435,655 2,317.475 1,247.514 1,208,368 733,886 805.136 573,002 289.476 
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In re: Petition for rate increase by Florida r! 
0 u 

Public Utilitim Company. $ G  

BY THE COMMISSION: 

DOCKETNO. 080366-GU 

ISSUEL3: May 27,2009 
ORDER NO. PS'C-09-0375-PAA-GU 

NOTICE is hereby given by the Florida Pubiic Service Commission that the action 
discussed herein is preliminary in nature and will become fins1 unless a person whose interests 
are substantially affect& files a petition for a formal proceeding, pursuant to Rule 25-22.029, 
Florida Administrative Code (F.A.C.). 

I. BACKGROUND 

This proceeding commenced on December X 7, 2008, with the filing of a petition for a 
permanent rate increase by Florida Public Utilities Company (FPUC or Company). The 
Company is engaged ui business as a public utility providing distribution and transportation of 
gas as defined in Section 366.02, Florida Statutes (F.S.), and is subject to our jurisdiction. F'PUC 
serves gas customers through M O  divisions: the Central Florida Division, consisting of portions 
of Seminole, Marion and Volusia Counties; and the South Florida Division, consisting of 
portions of Palm Beach, Broward and Martin Counties. Together, FPUC provides scn,ice to 
over 5 1,000 residential and commercial customers. 

FTUC requested an increase in its retail rates and charges to generate $9,917,690 in 
additional gross annual revenues. This increase would allow the Company to eam an overall rate 
of return of'8.74 percent or an 11.75 percent ROE (range 10.75 percent to 12.75 percent). The 
Company based its request on a projected test year ending December 31, 2009. In its petition, 
FmJC stated that this test year is the appropriate period to be utilized because it best represents 
expected future operations for use in analyzing the request for rate relief. FPUC has elected to 





FPU Parent Company 
Balance Sheet A d s  Only 
As of December 31.2010 

Environmental Accounts: 

Regulamcy Asset-Environmental proceeds to be recovered from Customers 

Deferred Environmental Uabilii-lnsunnce Proceeds 

Deferred Environmental Liability-Actual Costs, net of Customer Proceeds 

Deferred Environmental Liability-Proceeds to be recovered from Customers 

Balances Shown Debit (Credit) 

Old N W  

Amunt  Account 
1820.3 FN.1720.1823 

FczB1o.KM 
FN.2810.2S30 

2530.3 Net.28102530 

FC.28S5.25U) 
fN.2815.2530 

2530.31 Net2815.2530 

Ft2815.2531 
FN.2815.2531 

2530.32 Net2815.2531 

Exhibit 28 

FPUC responses to Auditors Report 
Docket NO: 110133-GU 

Year end U mth Avg. Year End Working 13 mth Avg Working 
Amount Amount capital Amount Capital Amouni 
$ 6,168,012 $ 6,396,186 $ 6,168,012 $ 6,396,186 

$ - $ (5,179,448) 
$ (S,61&069) $ (43/621) 
$ (5,611,069) $ (5,61l,069) Wis account should be excJuded From Urobing capltal. 

5 330,872 
s 198,120 5 15,404 
$ 398,120 5 146,276 $ 

5 (5,921,723) 
$ (6,169,751) f (475,399) 
$ (6,163,751) $ (6,397,122) $ 

Total Environmental in Working Capital 

198,120 $ 146,276 

(6,169,751) $ (6,397,122) 

$ 196,Bl $ 145,340 



FPU Pmrent Company 
BalamCa S h e  k c t s  Only - natunl A c e  + Advily Cede 
YTD Summuy Tri.1- No T n n s a c t k ~ s  
W m M r  31,2010 

Exhibil3A 
FPW iasponses ID M n a m  ~eport 
D~Uv3tNo 110132-GU 

ACCOUNTS PAYABLE - p.r Company 

NIA 
NIA 
WA 

1DO232092 
1002320 D2 
10D23204 
1WZ2Q.7 
1002320 2 
100232062 
100232065 
1w232066 
1W232061 
1 w m 0 6 4  
1 W.2320 67 

(10,713,754) (1&729,398) (11,510,300) (10,785,939) (11,933,895) (lZ,?om,W-I) (12.974328) (13,782.079) (9,762,152 (10.832.787) (9.sS9.878) [9.u)3.127) 116,214,576l (11,603,144) 

fi 785. 5 293 425 

,W (2.673.428) 63.038990) (5.587.256) f3 m.135Y m . 1 2 7 I  (3,856,844) (4.281.464) (3.851.5401 (3,668910) [4 170.781) (7247.978) (3,182 

- 1,487,290 2,121.228 1.907.424 2,033,518 1.887.629 2,185,598 2.630.525 3.337.271 3,271.577 -- 



ACCOUNTS PAYABLE - per Audit Report 

Total Nablral Gas allocation nfW 

NIA 
WA 
NIA 

IM.2.32692 
1w2320.92 
1MIS20.4 
1wzuo.7 
1wIS202 

(5,783,488) g.mm 1620s. 858) (6,826,176) (6,448.323) (6,481.197) (7307.343) , l7.443.415) nSZ.gS21 (1.489.8571 (1.021245) [1$99,~91] lfm7.810) 14,4%.166) 

FC ~ 21%%?320 
FC-21352920 
FC ~ 2141-2320 
FC-2144-2320 
FC - 214.5-2320 
FC - 21502320 
FC-2151-2320 
FC .2152-2320 
FC ~ 2 1 ~ Z S X )  
FC-21657320 
FC-21592320 - 

0 (88.1w 14.W 5 1 m  67,729 83.977 1W.313 125.138 125.138 125.158 72,188 125.158 133.392 73.484 

( 1 . W  c11 1) 0 0 0 (612) 0 0 (631) p89) 0 0 (827) 0 
0 0 (11) (3,178) Po) 0 0  (1s) (1.560) (1,578) (4.726) (1 .- P.W (2.990) 

0 0 0 22.468 (11.813) 8,990 173218 (33,086) 12.260 0 0  
1.941 2.882 2.971 2275 2278 2523 2438 1245 9.785 2.120 2250 5.929 (41) 2.989 
RM 2674 2.502 43 46 m (14) (161) 4,618 0 RW 2% (136) 

825 0 0  0 Fa) 
12Q3 

(2.6 3 11 51 1.1w 197 (2.6041 52 47 86 101 2.070 (154. 

0 (17.081) (33.866) ($1.094) (m.729) (89.977) (1W.313) (125.138) (125.138) (125.138) (13210) (125.138) [123.3Q (86,251) 

55 160) (280) 150) clo) (40) PW (430) 3,050 W) (40) wo) 

48Q 551 3,433 % k? 5,970 
0 16) 18 0 (9231 
212 1.440 773 540 589 

(16) 
(17) 

0,z (86Z7 (12414 327S 2.44 (1,670) 2,255 2023 44.826 @.a) (51.146) 184.166 @ 8 , 9 q  2675 

(4.W.675) (5.8lS.s38) (5289.028) (4.833.mS) 0,493.016) (5.521.W 6..g(L9.218) (5,340.687) L868.860) (1.264.137) (869.W (93s,Z47l (1.718.883) (3.82821tij 
1284 

0 0 0 (8.888.636) (6,366,254) (5,821.747) (5.316.89o) (7.8aS.nO) (2,481,788) 
971 2 1 , m  (4,754) (24,650) 88,400 (18.716) (1.724) (41.411) (5.W) 1,573 1.173 (am) 1.on  

(10,713,754) (12.729.399) (11,510,300) (10.785.939) fl?,e38,8es) (12003.687) (12,974,326) (13.782.079) (9,762,152) (10.832767) (9,384,876) (9203,127) [16,Zl4,676) [lf,60S,ll*rL 



FPU 
,Balance Sheet by FERC Account 
13-Month Avwage 
December 31,2010 

I .  

FPU - Naturrl 0 s  
Accounts Fa* 
AP nnrrl Accrual ~ Payable 
Accounts Psysbl&Jnmlltched Receiptr - Acmunk Payable 
Gaa Bills Payable ~ Aaount. WaMe 

Total acwunb payable - N&ml gu 

FC - 210112320 
FC- 2102-2320 
FC-2132-2320 
FC-21352320 
FC -'2141-232!3 
FC - 21vC2320 
FC ~ 2145-2320 
FC - 215O-w20 
FC - 2t51-2320 
FC - 2152-2320 
FC - 215spu) 
FC- 21552320 
FC - 21592320 

FN- 21W-2320 
FN - 21 1W320 
FN - 21 12-2320 

.December January F e r n  Mam w MV JUne J* AugUa Septsmbcr M b e r  Fkvomber Deesmbef 
2009 2010 2010 2010 201 0 2010 2010 2010 2010 2010 2010 2010 2010 
7.0m.&e 11,377,6613 9,60s,m6 8.817.818 7,14-i,85i 7.765.789 8.667.5e-3 9,358.070 877.739 847.656 €07.516 w , u 7  574.963 73.757299 5,673,828 

o 17.081 33,- 51,004 ' 87,729 wan 1~0,313 i25.138 225.138 125.13~ 133.210 m . 1 ~  133,342 1 .121~4  m m  
1 .m 71 1 0 0 0 642 0 0 631 289 ' 0 562 827 4.w JEB 
3 . m  2.890 0 0 11 3,179 30 6 200 15 1 .=a 1.578 4.726 172Q1 1.330 

585 430 (3,050) 20 40 360 30 60 280 50 70 40 370 (715) (55) 
0 0 0 0 398 0 0 0 (22,W) 11.813 (8.690) (173218) 33.085 (159,379) (12.260) 

(1.941) (2,882) 12,9711 (2.275) 0.278) (2.523) 0,438) (1.245) 19,785) (2.120) (2.250) (5.929) 41 w,w (2.~9)  
14 161 (4,6191 360 308 (2m) I36 (11.238) (=4) 

~ 1 4 )  (939) 15.970) (499) (551) (3.433) 0 (15.633) (1.203) 

3132 (2.674) (2.602) (43) 
16 20 (18) 
n PW ( 1 . W  (773) (590) (589) 
548 2.677 2.604 (52) (3) ' (47) (SI- (101) (2.070) (41) (511 (I.loe) (197) 2,102 162 

Toial 13UoAvp 

3.704.495 lfs5.4BB 1,891m 1.971,586 4,796.688 4235.428 4,308,997 4,426.032 572.172 1.911.328 883578 1,228,091 3,181,739 34.459.651 2.650.742 
0 68.132 (14,099) (51,229) (67,729) (83.977) (100,313) (125,%38) (125.138) (125.138) (72,186) (125.138) (133.342) (955297) U3.484) 

6 42 (W 6 27 (394) 2 757 58 25 921 
C2.w 929 

~ ~ _ _ _ _ _ I _ _ _ - _ _ _ I I _ I _ _ ~ _ _ _ - - ~ ~ -  

'10,T13,75S 12,729,309 11.510.3W 10,785,953 11,938,196 1&003,tb7 12.¶74.S28 13.782,0(0 1 , 4 0 5 s  2 .7W7 1,942,339 US3.373 3,77S,693 108.182.170 &32(,705 
___-_________------_I_--- 

Jumt July AIQW Seplernber (Mober November December 
2010 2010 2010 2010 2010 2010 Total 1 Y l o A v p  

0 0 0 0 0 333.Ocb 76&792 391,476 195,510 388.370 2.077.353 159.796 
0. 0 0 0 0 0 0 0 5.891 36,845 69,015 6,209 78.759 198.719 . 15,132 
0 0 0 0 0 0 0 0 1.i49.335 891.978 l,leS,O98 1,835.147 3.081.832 8.121.390 624,722 

May 2010 
D e m b c r  Janmy Februuy March Apn 

2W9 2010 2010 2010 2010 2010 

_ _ - ~ _ _ _ ~ _ ^ _ _ ~ _ _ _ _ _ _ I _ _ _ _ _ ~ - _ _ _ _ _ _ _ _ c _ _ _ _  

0 0 0 0 0 0 0 0 1,488,231 1,697,615 1,62S$B W34,W 3,549,161 10,395,462 799691 ~ ~ _ _ _ _ - _ _ _ _ ~ ~ - - _ _ -  - _ _ _ ~ _ _ _ _ ~ -  

June Jub /\ueust Septambu -bar November December FPU - Elatbit Decnnlw h n u q  February M m h  npir May 

APnsndAarull-.4munl6Paysb* FE- 21C%?320 0 0 0 0 0 0 0 o 24.768 91.186 81.7e.5 13,570 133,400 ~4.719 26.517 
Acwmts P~~Unmatch=dRemipt6-AaounUPayab& FE-ZllM320 0 0 0 0 0 0 0 0 4,111 4.447 38,942 54,392 75,093 1 7 7 . a  13.691 
Gpr Eiils Payabk - AEmumS Payable FE- 2112-2320 0 0 0 0 0 0 0 0 6,824,733 6,231.905 5,622.472 5,195,W 7.418.W .31,%4,CX% 2.407236 

Total accoullb payabh - u c l r l c  

A m n t s p n p b k  2009 2010 m i 0  2010 2010 2010 2010 2010 2010 2010 2010 2010 2010 Toid lu(loAvg 

Juty AugW Seplember CxWef November C a m b e r  FPU - N m R W u l l t e d  D e m b s r  Janumy Fehafy March Apfl MW June 
ACCOUnb P W C  ZCQ9 2010 2010 2010 2010 2010 2010 2010 2010 201 0 2010 2010 2010 TOM I~-MOAV~ 
AP Hand Acoual- Amunrs -le FF- 21W2320 0 0 0 0 0 0 0 0 no 33,595 250 236,980 271.095 20,854 
Accwntr Payable-UnmSWed Recsptr - Acmunk Payable FF- 211&2%20 0 0 0 0 0 0 0 0 4.022 35.074 34.699 34.724 2 roa.s2r 8.W 
Gas BlUS P@lG-Aaou&PSrfabb N-2100-23.20 0 0 0 0 0 0 0 0 11,om 3.373 9242 17.068 26,184 66.858 5,143 

__I______- _________ -___- - - -___~______ I_  ___ 
0 0 0 0 0 0 0 0 15J0.4 38,111 TI.537 52.032 263,188 446.476 34.W Tobl accounts pbyabb-Nmflraulald 

~ ~ ~ __-- - ___ ___ - - ___ - 

Total Consolidated Company A/P 



FPU Parent Company 
Balance Sheet Accts Only - Naturaf Acct + Acthrlty Code 
YTD Summary Trial - No Transactions 
December 31,2010 

Preliminary Natural Gas Survey 8 Investigatson 

Ex!!ibR 4 

FPUC responses io Audiirs Report 
Dockel No. 1 1 0 1 3 ~ U  

Balances shown as 3ebit (Credt; 

Account December January Februaw March Apnl May June July August September October November December 13-month 
Per audit beer booksk Oldzccmmtnurnber Number 2009 2010 2010 2010 2010 2010 2010 2010 2010 2010 2010 2010 2010 Average 
Preliminary W r a i  Gas S u m  B Investigdon 100 1860.1 SJ 37523 FN 1970 1832 31.818 2.448 

C u r n u h e  balance 0 0  0 0 0 0 0 0 0 0 0 o 37,818 2,448 

Account Decsmber January February March Apnl May June July August September October November December lbmonfh 
Per Revised Flllna: Oldaccountnumber Number 2009 2010 2010 2010 2010 2010 2010 2010 2010 2010 2020 2010 2010 Average 
Pr&rninaryNatutsl Gas Survey & Investigation (m) 100 1860 1 SJ 37523 FN 1970.1832 31,818 2,448 

Preliminary Natural Gas Survey 8 Investigation (Parent) lW.1860 1 SJ 37523 FC.1970.1832 2.900 21,886 29,890 35.649 31,556 31.818 31,818 31.818 31.818 0 19.173 

Cumulative balance 0 0  0 2,900 21,886 29.990 35,649 31,556 31,818 31.818 31,818 31.818 31,818 21,621 

Adjustment fo Working Cap’&& Increase (Decrease) $ - $ - $ - $2,900 $21,886 $29,990 $35,649 $31,556 $31,818 $ 31,818 $31,818 $ 31.818 6 - $ 19,173 



Cost of Capital 
Finding 8 

Exhibit SA 

FPUC responses to Auditors Report 
Docket NO. 110133-GU 

Reconciliation to Rate Base 

uti lii/cuc 
13 Month 

class of Capital Average 
Common Equity $ 221,064,275 
b n g  Term Debt f 107,065,343 
Short Term Debt 5 11,967,923 
STD Refmanced LTD $ 26,769,230 
Customer Deposit $ 7,629,696 
Def Income Tax $ 8,376,321 

Utility 
Dired 

Adjustments 

$ 
f 
$ 
s 

f (7,629,696) S 
f (8,376,321) s 

CIC 
Adjusted 
Average 
221,064,275 
107,065,343 
11,967,923 
26,769,230 

CUC 
%of 
Total 

60.26% $ 
29.18% $ 
3.26% $ 
7.30% $ 
O W %  

' 0 . m  

CUC Utility 
Allocation Direct 

31,846,685 
15,421,279 
1,722,871 
3,857,962 

$ 7,629,696 
f 8,376,321 

Utilizfs coc 
To Rate Base 
Per Company 

$ 31,846,685 
f 15,421,279 
$ 1,722,871 
$ 3,857,962 
$ 7,629,696 
f 8,376,321 

Utilkfs COC 
To Rate Base 

$ 26,485,617 
5 12,827,454 
$ 4,641,082 

s 7,629,696 
S 8,376,321. 

Per Staff Difference 

$ 

Tax Credn $ 82.545 S . (82,545) $ O.oo"/o f 82,545 $ 82,545 s 82,545 
52,848,797 f 16,088,562 $ 68,937,359 s 60,042,715 $ 8,894,644 Total $ 382,955,333 f (16,088,562) f 366,866,771 100.00% $ - 

13 Month Average Rate Base 

Auditor Rate Base 
Finding 1 Working Capital Adjustments: 

Cash 
Environmental 
Accounts Payable 
Mi&. Def. Debu 
Net Adjustments 

Company Rate Base 

Less Direct 

CUC Allocation 

$ 60,042,715.00 

f 1,777,112.00 
f 5,611,069.00 
$ 1,4?37,290.00 
$ 19,173.00 
$ 8,894,644.00 

$ 68,937,359.00 

$ 16,088,562.00 

5 52,848,797.00 

Weighted Cost of Capital Per Company (Rate Base Change) 

Per Company Utllity'r coc 
To Rate Base cost Weighted 

Class of Capital Per Company Ratio kite cost 

Common Equity $ 31,846.685 46.19% 
Long Term Debt S 15,421,279 22.37% 
Short Term Debt f 1,722,871 2.50% 
S D  Refinanced LTD $ 3,857,962 5.60% 
Customer Deposit $ 7,629,695 11.07% 
Def Income Tax $ 8,376,321 12.15% 
Tax Credit $ 82,545 0.12% 
Total . $ 68,937,359 100.00% 

Per Audit Report 
Difference 

10.85% 5.01% 
7.16% 1.60% 
1.78% ' 0.04% 
1.78% 0.10% 
6M)% 0.66% 

0 . W  0.00% 
9.01% 0.01% 

7.42% 

7.23% 
0.19% 

Weighted Cost of Capital Per Company (Rate Base and Short term Debt Changes) 

Utility's C M  Per Company 
To Rate Base cost Weighted 

Class of Capital Per Company Ratio Rate Cost 

Common Equity 
Long Term Debt 
Short Term Debt 
STD Refinanced LTD 
Customer Deposlt 
Def Income Tax 
Tax Credit 
Total 

31,846,685 
$ 15,421,279 
$ 1,722,871 
$ 3,857,962 
$ 7,629,646 
$ 8,376,321 
f 82,545 
$ 68,937,359 

Per Audit Report 
Difference 

46.19% 
22.37% 
2.50% 
5.60% 

11.07% 
12.15% 
0.12% 

1M).oO% 

10.85% 5.01% 
7.16% 1.60% 
1.78% 0.04% 
5.99% 0.34% 
6.00% 0.66% 
0 . m  0.00% 
9.01% 0.01% 

7.66% 

7.23% 
0.43% 



con of G p h l  
Finding B 
Shm T a m  h b t  Support 

L78% 

5.9996 
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