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Purpose 

To: Florida Public Service Commission 

We have performed the procedures described later in this report to meet the agreed-upon 
objectives set forth by the Division of Economics in its audit service request dated January. 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 2012 filing for the Purchased Gas 
Cost Recovery in Docket No. 130003-GU. 

This audit was performed 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. 
PGA refers to the Purchased Gas Cost Recovery . 

Revenue 

Objectives: The objectives were to determine the actual therms sold for the period January 1, 
2012, through December 31, 2012, and whether the Utility applied the Commission approved 
cost recovery factors to actual therms sales for the PGA. 

Procedures: We reconciled the 2012 filing to the Utility's general ledger by month. We 
calculated therms times the tariff rates and compared the total to the revenue in the general 
ledger. 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 

Objectives: The objectives were to determine whether the operation and maintenance (O&M) 
expenses listed on the Utility's Schedule A-2 was supported by adequate documentation and that 
the expenses are appropriately recoverable through the PGA. 

Procedures: We reconciled expenses in the filing to the general ledger. We traced a sample of 
O&M expenses to source documentation to ensure the expenses were related to the PGA clause 
and that the expenses were 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 A-2 was properly calculated. 

Procedures: We traced the December 31, 2011, True-Up Provision to the Commission Order. 
We recalculated the True-Up and Interest Provision amounts as of December 31, 2012, using the 
Commission approved beginning balance as of December 31, 2011, the Non-Financial 
Commercial Paper rates, and the 2012 PGA revenues and costs. No exceptions were noted. 
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Analytical Review 

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

Procedures: We compared 2012 to 2011 revenues and expenses. We requested explanations 
from the Utility for significant variances. Explanations provided were sufficient. Further 
follow-up was not required. 

3 



Audit Findings 

Finding 1: PGA Revenues 

Audit Analysis: The Utility had been billing a customer at the Large Commercial rate instead of 
the Small Commercial Transportation rate. The Utility corrected this customer's bills from 2006 
through 2012. In December, 2012, the Utility made an adjustment to the general ledger for this 
billing correction. The adjustment reduced Large Commercial revenues, Conservation revenues, 
and Purchased Gas Adjustment (PGA) revenues for the amount that had been billed and 
increased revenues based on the correct bill. However, in preparing the entry, the Utility 
correctly billed the reversal of booked revenues, but when booking the corrected PGA revenues, 
it charged PGA revenues to the conservation account. Therefore, PGA revenues were 
understated and Conservation revenues were overstated. The conservation audit has also been 
adjusted. A summary follows: 

2006-2012 Correction 
Originally Account Corrected Account 

Type Billed Booked (A) Bill Booked (B) Overbilling 
Base $ (138,541.69) 4015 $ (18,868.33) 4015 $ 119,673.36 
Conservation $ (11,758.02) 4953 $ (1,175.81) 4953 $ 10,582.21 
PGA $ (311 ,572.87) 4010 $ (31,158.17) 4953 $ 280,414.70 

$ ( 461 ,872.58) $ (51 ,202.31) $ 410,670.27 

The amounts originally billed were debited to the accounts shown in (A) above. The corrected 
bill amounts were credited to the amounts shown in (B) above. Therefore, $31,158.17 was 
credited to account 4953, which is a conservation account, instead of account 4010, which is a 
PGA account. 

The revised true-up schedule for the PGA on the following page calculates a total difference of 
$31,167. $2 of the difference is for interest related to this error. The Utility also used an 
incorrect interest rate in January that accounted for a $4 difference and the remaining $2 
difference relates to rounding. 

The adjustment that pertains to the ECCR was noted in the ECCR audit, Docket 130004-EG. 

Effect on the General Ledger: The following entry should be made: 

Account Account Title Debit Credit 
4953 Conservation Revenue $ 31,158.17 
4010 PGA Revenue $ 31,158.17 

Effect on the Filing: PGA revenues should be increased in the PGA filing by $31,158.17. 
Conservation Revenues should be decreased by $31,158.17. See the revised true-up schedule 
below. 
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Exhibit 

Exhibit 1: True Up 

COMPANY: FLORIDA PUBLIC UTIUTIES COMPANY CALCULATION OF TRUE.UP AND, .. '~""'g' UCHI:DUU: A-"i 

FOR THE PERIOD OF: .IANUARY 2012 THROUGH DECEMBER 2012 

I CURRENT MONTH: DECEMBER I YEAR•TO-DATE 
ACTUAL I!STWATI! I DIJ'J'I!fti!HCI! 

I I AMOUNT I % 
TRUE-UP CALCULATION 

: Sc:h. A-1 Uno 

1 PURCHASED GAS COST ;~'!"::. s 1,747,749 $ 3,077,352 $ 1,329,603 43.2 s 12,346,732 $ 30,772.522 $ 18,425,790 59.9 
'A-1UI'IO 10 

l--+--------·-----·····-··--.. --.... _ ... ______ .. iset.:A:1·-·--·-· ·--·--·-·········-.... -- --·-·-···-·-· ...... , _____ ~-------1-·-·--·-·--- __________ , .. , .................................................... ,_ .................. _ .... ________ , ..... . 
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4 ~~REVENUES(NETOFREVENUE: $ 1,575,074 $ 3,613,313 $ 2,038,239 56.4 S 16,775,150 S 34,516,284 $ 17,741,134 51.4 
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