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Purpose

To: Florida Public Service Commission

We have performed the procedures described later in this report to meet the objectives set
forth by the Division of Economics in its audit service request dated January 22, 2016. 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 2015 filing for the Gas
Conservation Cost Recovery Clause in Docket No. 160004-GU.

This audit was performed following General Standards and Fieldwork Standards found in
the AICPA Statements on Standards for Attestation Engagements. The report is intended only
for internal Commission use.



Objectives and Procedures

General

Definition

Utility refers to the entity formed by consolidating the filings of Florida Public Utilities
Company, Florida Public Utilities Company-Indiantown Division, Florida Public Utilities
Company-Fort Meade Division, and the FloridaDivisionof Chesapeake Utilities Corporation.

GCCR refers to the Gas Conservation Cost Recovery.

Background

Prior to 2015, Florida Public Utilities Company (a wholly owned subsidiary of Chesapeake
Utilities Corporation), Florida Public Utilities Company-Indiantown Division, Florida Public
Utilities Company-Fort Meade Division, and the Florida Division of Chesapeake Utilities
Corporation filed separate testimony and exhibits in support of their proposed final and estimated
true-up amounts and conservation costrecovery factors. On August 22, 2014, the Utilities filed a
petition to consolidate the conservation programs of the Utilities' various divisions, which the
Commission approved in Order No. PSC-14-0655-FOF-GU, issued November 6, 2014. In
Docket No. 160004-GU, audit staff received four audit service requests from technical staff to
audit the GCCR true-up for the period from January 2015 through December 2015. Audit staff
noted that the Utility filed a consolidated exhibit attached to the testimony in March 2016 and the
GCCR transactions were recorded only on FPUC's books. Therefore, audit staff consolidated
the four audits into this one audit report.

Revenue

Objectives: The objectives were to determine the actual therms sold for the period January 1,
2015, through December 31, 2015, and whether the Utility applied the Commission approved gas
cost recovery factors to actual therm sales.

Procedures: We computed revenues using the factors in Order No. PSC-14-0655-FOF-GU,
issued November 6, 2014, and actual therm sales from the Gross Margin Report, and reconciled
them to the general ledger and the GCCRfiling. 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 Operation and Maintenance (O&M)
Expense listed on Schedule CT-3 of the Utility's GCCR filing was supported by adequate
documentation and that the expenses are appropriately recoverable through the GCCR clause.



Procedures: Wetraced expenses in the filing to the general ledger. Wejudgmentally selected a
sample of O&M Expenses for testing. The source documentation for selected items was
reviewed to ensure the expense was for the current period, charged to the correct account, and
appropriately recoverable through the GCCR clause. We traced cash incentive payments to
allowances approved in Order No. PSC-10-0551-PAA-EG, issued September 2, 2010 and in
Order No. PSC-14-0039-PAA-EG, issued January 14, 2014. Advertising expenses were
reviewed for compliance with Rule 25-17.015(5), Energy Conservation Cost Recovery, Florida
Administration Code. No exceptions were noted.

True-up

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

Procedures: We traced the December 31, 2014, True-Up Provision to the Commission Order.
We recalculated the True-Up and Interest Provision amounts as of December 31, 2015, using the
Commission approved beginning balance as of December 31, 2014, the Non-Financial
Commercial Paper rates, and the 2015 GCCR revenues andcosts. No exceptions were noted.

Analytical Review

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

Procedures: We compared 2015 to 2014 revenues and expenses. We requested explanations
from the Utility for significant variances. Explanations provided were sufficient. Further
follow-up was not required.



Audit Findings

None
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