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----------

Purpose 

To: Florida Public Service Commission 

We have perfonned the procedures described later in this report to meet the agreed-upon 
objectives set forth by the Division of Economic Regulation in its audit service request dated 
January to, 2012. We have applied these procedures to the attached summary exhibit and to 
several related schedules prepared by Florida Public Utilities Company-Indiantown Division in 
support of its 2011 filing for the Gas Conservation Cost Recovery in Docket No. 120004-GU. 

This audit was perfonned following General Standards and Fieldwork Standards found in 
the AICP A Statements on Standards for Attestation Engagements. Our report is based on 
agreed-upon procedures. The report is intended only for internal Commission use. 
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Objectives and Procedures 

General 

Definition 

Utility refers to the Florida Public Utilities Company~Indiantown Division. 
GCCR refers to the Gas Conservation Cost Recovery. 

Revenue 

Operating Revenues 

Objectives: The objectives were to determine the actual therms sold for the period January 1, 
2011, through December 31,2011, and whether the Utility applied the Commission approved 
cost recovery factor to actual therm sales for the GCCR. 

Procedures: We reconciled the 2011 filing to the Utility's monthly ledger revenues. We 
computed the factors by rate code and compared them to the last Commission Order No. PSC 
10-070S-FOF-GU. We selected a random sample of residential and commercial customers' bills 
and recalculated each to verify the use of the correct tariff rate. Audit Finding 1 discusses the 
incorrect billing rate used. 

Expense 

Operation and Maintenance Expense 

Objectives: The objectives were to verify that Operation and Maintenance (O&M) Expense 
listed on the Utility's CT-3 filing was supported by adequate documentation and that the 
expenses are appropriately recoverable through the GCCR. 

Procedures: We traced expenses in the filing to the general ledger. We judgmentally selected a 
sample of O&M Expenses for testing. The source documentation for selected items was 
reviewed to ensure the expense was related to the GCCR and that the expense was charged to the 
correct accounts. No exceptions were noted. 

True-up 

Objective: The objective was to determine if the True-Up and Interest Provision as filed on 
Schedule CT-3 was properly calculated. 

Procedures: We traced the December 31, 2010, True-Up Provision to the Commission Order. 
We recalculated the True-Up and Interest Provision amounts as of December 31, 2011, using the 
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Commission approved beginning balance as of December 31, 2010, the Financial Commercial 
Paper rates, and the 2011 GCCR revenues and costs. No exceptions were noted. 
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Audit Findings 

Finding 1: Ordered Conservation Rates Were Not Used 

Audit Analysis: Commission Order PSC-IO-0705-FOF-GU established conservation rates that 
were to be used during the 2011 calendar year. The Utility did not use these rates to bill but 
continued to use the rates established for the 2009 calendar year in Commission Order PSC-08­
0785-FOF-GU. After the sale of the Utility, the prior owners of the Utility continued to bill the 
customers for Florida Public Utilities (FPUC) until November 2011. The 2009 rates were higher 
than the ordered 2011 rates. Therefore, the customers were over-billed. This error should 
correct through the true-up process. FPUC billed at the correct rates in November and December 
2011. 

The filing was correctly prepared using the revenues that were actually billed to the customers. 
Therefore, the error does not affect the true-up schedules. However, the customers should be 
billed using the ordered rates. 

Effect on the General Ledger: There is no effect on the ledger. 

Effect on the Filing: There is no effect on the filing. 
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Exhibit 

Exhibit 1: True Up 
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