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Pmpose 

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 10, 2012. We have applied these procedures to the attached summary exhibit and to 
several related schedules prepared by Florida Public Utilities Company in support of its 2011 
filing for the Energy Conservation Cost Recovery in Docket No. 120002-EG. 

This audit was perfonned following General Standards and Fieldwork Standards found in 
the AICPA 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. 
ECCR refers to the Energy Conservation Cost Recovery. 

Revenue 

Operating Revenues 

Objectives: The objectives were to determine the actual Kilowatt Hours (KWH) sold for the 
period January 1, 2011 through December 31, 2011, and whether the Utility applied the 
Commission approved cost recovery factor to actual KWH sales for the ECCR. 

Procedures: We reconciled the 2011 filing to the Utility's monthly Conservation Revenue 
Reports. We computed the factors by rate code and compared them to the last Commission 
Order No. PSC 1O-0703-FOF-EG. We selected a random sample of residential and commercial 
customers' bills and recalculated each to verify the use of the correct tariff rate. No exceptions 
were noted. 

Expense 

Operation and Maintenance Expense 

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

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 ECCR and that the expense was charged to the 
correct accounts. During our audit, we determined that several invoices were incorrectly charged 
to conservation recoverable expenses or the incorrect division. All adjustments except those in 
findings one and two were corrected by the Utility in the amended filing included in its revised 
direct testimony and attached to this report. Payroll is discussed in Audit Finding No.1. Audit 
Finding No.2 discusses non-recoverable expenses. 
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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 
Commission approved beginning balance as of December 31, 2010, the Financial Commercial 
Paper rates, and the 2011 ECCR revenues and costs. No exceptions were noted. 

Analytical Review 

Objective: The objective was to perform an analytical review of the Utility's ECCR Revenues 
and Expenses to determine if there were any material changes or inconsistencies from the prior 
year. 

Procedures: We compared 2011 to 2010 revenues and expenses. We requested explanations 
from the Utility for significant variances. Audit Finding No. 1 discusses payroll variances. 
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Audit Findings 

Finding 1: Increased Conservation Payroll and Associated Costs 

Audit Analysis: An analytical review of costs charged to conservation recoverable expenses 
showed large increases in payroll and travel as follows: 

Comparison of Costs 

ELECTRIC CONSERVATION: 

Last Rate 
CaseHTN 

2006 2010 2011 
% 

OF 2010 
% 

OF 2006 
LABOR (mcluding taxes and benefits) $ 197094.00 $ 204 984.00 $ 371884.00 181.42% 188.68% 
TRAVEL $ 9,096.00 $ 10,121.00 $ 54605.00 539.52% 600.32% 

The increase in payroll relates to the following: 

1. Some of the employees whose salary was allocated 40% to electric and 60% to gas may also 
do work for Chesapeake and Indiantown and are not charged to those divisions. 

2. Marketing Division 400 allocated $69,624.65 in payroll, including benefits, and taxes and 
$20,118.14 of associated costs such as travel, cell phone, and vehicle related expenses to 
conservation recoverable expenses. Only one employee was listed in this division and the 
position appears to be related to gas operations business development. This employee could not 
be found in supporting documentation for prior years. 

3. Marketing Division 413 was allocated using a 42% allocation rate. Based on a chart of 
employees showing allocation based on conservation duties, the employees whose salaries are in 
this division are shown on the chart at a 25% allocation. Changing this division to 25% would 
reduce salaries with taxes and benefits by $5,872 and other costs such as cell phones, vehicles, 
and uniforms by $915.59. 

4. The Utility has increased the allocation percents for all of its marketing employees in 2011. 
Changing the allocation percents causes a shift from base rate expenses to conservation 
recoverable expenses. However, based on our analysis, which follows, the Utility operating and 
maintenance expenses included in base rates have also increased. 

Comparison of Expenses In Base Rates 
Dkt. 070304-EI 

2006 2010 2011 

Total 0 & M Payroll $ 2,835,068 $ 4,322,146 $ 4,514,672 
Conservation Included $ (197,094) $ (204,984) $ (371,884) 

Net Base Rate Payroll $ 2,637,974 $ 4,117,162 $ 4,142,788 

Effect on the General Ledger: This finding is included for informational purposes. 

Effect on the Filing: This finding is included for informational purposes. 
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Finding 2: Non-recoverable Costs Allocated 

Audit Analysis: The Utility included two invoices for promotional items in its conservation 
recoverable costs. The invoices, paid in May, were to Creative Marketing Concepts for 
$3,737.65 and to MTN, Inc. for $9,548.90. These costs were charged to Marketing Division 412 
and the costs for this division are allocated 60% to gas and 40% to electric. Therefore, $5,314.62 
should be removed from conservation recoverable costs for electric. True-up interest on this 
amount is not material and was not adjusted. 

Effect on the General Ledger: To correct the ledger, Retained Earnings should be debited by 
$5,314.62 and the under-recovery account credited by $5,314.62. 

Effect on the Filing: Gas conservation expenses should be reduced by $5,314.62 which causes a 
reduction to the under-recovery by the same amount. 
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Exhibit 

Exhibit 1: True Up 

COMl'AHY: FLORIDA PUBUC Ul1I.II"1S8 • Cotl8OLl)ATeD ELECTRIC 

ENERGY COIISI!RVATION AllJUSnENT CALCULATION OF TRUE-UP AND INTEREST PROVISION 
SUMMARY 01' !XPENSI!8 B'l'PROGRMI BY MONtH 

lICHI!DULI! Cf4 
!'AGE 1 01"3 

FORMOHTHS J$IlIBY.11 THROUGH Dacemllu-U 

II. COMSI!RVATIOI( E)(J'ENSI! 
ElYPROORMI JANUARY FEEllWARY IIAACH APRIL. WAY JUlIE JUL.Y AUGUST SEPTI!MBI!R OCTOBER NOWlMEIER DECEMBER toTAL 

1. CclIMlIXl 64.8$4 $8.201 &U4S 51,651 7$,942 79.6$4 37,570 78.4154 4U90 116,023 35,m 6,853 668,418 
2
3. 
4. 
5. 

RlIeIIImIIaI E'neIgy SIIr'llly 
1.o1l.~ Program (dlKonlinued bill remain. ""on) 
Camrn8r;;kl1 Energv &Nay 
LQWI_~ 

13•• 
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{<lSI} 
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18.666 
(10) 

2.036 
0 

17.573 
(10) 

(500) 
() 

6,345 
(10) 
819 
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,,9'11 
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(618) 
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0 
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Mil!! 
(10) 
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(10) 

1.926 
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22,330 
(10) 

D 
() 

5,281) 
{I 0) 

0 
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26.160 
(10) 

0 
I) 

(13.970) 
(10) 

26.145 
0 

131,676 
(ICC) 

31,<186 
o 

6. 
7. 
II. 

Callmerelal Heating" Cooling tWe~a 
FlasldllnIIeIHaaiJllG II Coding lJpg!ll4e 
<::anvmrdsl Indoor Elkienl LJghIIng Rebate 

0 
6,1110 
6,1110 

0 
3,6453._ 

0 
e.728 
6,728 

0 
207 
207 

0 
(1,185) 
{1.185} 

0 
0 
0 

CI 
15 
15 

0 
1,327 

7411 

(I 

3.460 
749 

0 
2,143 

0 

I) 

1,062 
0 

0 
15.393 

(13,4&6) 

o 
38,9115 
3,623 

II. C<lmmerdal WklIlli'w FUm lnetellalJon f'IoQralll 0 0 0 (I 0 0 0 0 D 0 I) 0 o 
10. Comrnen:lal CHI. ~1'fo9'8m 0 0 0 0 0 0 0 0 (I 0 0 0 o 
11. 
12. 
13. 

SoIat WaIM Healing Progrem 
Solar PIlotoo.ollaic Program 
Electric eons.........", 1Jomcf18\1'a6on end DIMII....... 

0 
0 
0 

0 
0 
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0 
0 
0 

0 
0 
0 

0 
0 
I) 

I) 

0 
0 

0 
0 
0 

0 
I) 

0 

(I 

0 
10,000 
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10,836 
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0 
0 

187 

599 
a4.211 
10.000 

2.131 
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20.187 

14. Mordeble H<luslng SUIdet!I and Floold.... 0 0 (I 0 0 0 0 0 0 0 ~ 0 o 
15< o 
16. o 
17. o 
16. o 
19. o 
20. o 
21. o 
22. o 

o 

21. TOTALAlLPROGAAMS 00.162 86,161S 96,267 61.279 32,965 82,1$ 4fl,4BO 96.!1:t' 85.2411 85,808 63.196 66,155 941,462 

22. lESS AN!OUNT IHCUJOEO 
IN RATE £!ME 

23. RECQ\JEfWll.E 
CONSERV....TION EXPENSES ~t~. 86.165 95,261 61.279 62965 412,I~g 45,485 96.92'1 85,ea ~1!5!!l~,",,1!3.r196 tlCI.755 941.462 
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